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WATERFRONT

PHILIPPINES

September 25, 2019
Dear Stockholder:

Please be advised that the annual meeting of the stockholders of WATERFRONT
PHILIPPINES, INC. {the “Corporation”), will be held on Saturday, October 19, 2019 at 10.Q0
a.m. at the Mediterranean Room, 2nd Floor, Waterfront Cebu City Casino Hotel Inc., Salinas
Drive, Lahug, Cebu City for the purpose of fransacting the following business:

Call to Order

Certification of Notice and Quorum

Approval of Minutes of the Previous Stockholders’ Meeting
Report to the Stockholders for the Year 2018

Ratifications of the Acts of the Board and Management
Election of Directors for 2019-2020

Appointment of External Auditor

Appointment of External Counsel

. Other matters

10. Adjournment

WONI AN

The record date for the purpose of determining the stockholders who are entitled to vote in said
stockholders’ meeting is September 24, 2019. The stock and transfer book will be closed from
September 25, 2019 fo October 19, 2019.

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

Unit 3104, 31* Floor

Antel Global Corporate Centre
#3 Dona Julia Vargas Avenue
Ortigas Center, Pasig City



SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-IS

INFORMATION STATEMENT PURSUANT TO SECTEANRZT !5 AND TY i v~
OF THE SECURITIES REGULATION CODE COMMISSION B
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1. Check the appropriate box: { ; ‘ SEP U 5 ng {

1
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[ /] Preliminary Information Statement W ) /
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TR GULATION DEPT

[ ] Definitive Information Statement th g TIME:
P Name of Registrant as specified in its charter WATERFRONT PHILIPPINES, INCORPORATED
3. PHILIPPINES
Province, country or other jurisdiction of incorporation or organization
4. SEC I|dentification Number AS-0994-B678
5. BIR Tax Identification Code D80-003-978-254-NV
6. No.1 Waterfront Drive, Off Salinas Drive, Lahug, Cebu City 6000
Address of principal office Postal Code
I Registrant's telephone number, including area code
(02) 559-0130
8. October 19, 2019 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

9, Approximate date on which the Information Statement is first to be sent or given to security
holders: September 24, 2019

10. In case of Proxy Solicitations:

Name of Person Filing the Statement/Solicitor:

Address and Telephone No.:

11. 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 Comrnon Stock

QOutstanding or Amount of Debt Outstanding

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

A. GENERAL INFORMATION

Item 1, Date, time and piace of meeting of security holders

a.)

b}

The annual meeting of the stockholders of Waterfront Philippines, Incorporated is
scheduled to be held on October 19, 2019 at 10:G0 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 [nformation Statement is first to be sent or given to security
holders: September 27, 2019.

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;

= In case 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
Corporaticn Code; and

v [n 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 Lo 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 natter 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 19, 2019,

Ne 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

19, 2019,

Neo director intends te oppose any action to be taken at the said meeting.

Waterfront Philippines, Inc. 1



SEC 2048 2019 Preliminary

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 August 31, 2019. The record date for purposes of determining stockholders entitled to vote is
September 24, 2019. 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 Qwnership of Certain Record and beneficial Owners:
(As of August 31, 2019)

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 | 35 Elr One Corporate
Center, Dona Julia{ Center, Dona Julia
Vargas  Ave.  cor. ! Vargas  Ave. cor
Meralco Ave., Ortigas Meralco Ave., Ortigas
TWGI s the lolding | Center, Pasig City
compuny  and  major
stocklolder OfI‘WI' - Rgprgggntgd by Miss
Elvire A. Ting, who is a
nominee of said company.
Directors & Qfficers are
Willinm 7. Gatchalian,
Dee Fua T. Gatchalian,
Kemneth T. Gatchalian,
Artler R, Ponsaran &
Yolanda T. de La Cruz
Common | PCD Nominee Various Clients Filipino 608,861,673 | 24.364%
Corporation {Fil.)
37/F Towerl,
The Enterprise Center
6766 Ayala Ave,,
Paseo de Roxas,
Makati City
(PCD Nominee is not
related to WPI)

Waterfrom Philippines, fne.
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Common | Silver Green As of the date of this | Non 180,230,000 7.212%
[nvestments LTD. definitive report the | Filipino
Commence Overseas authorized person to
LTD. vote is not vet known.
Commence Chambers
PO Box 2200, Road
Town Tortola, BY(
Common | Chesa Holding, Inc As of the date of this | Filipino 175,924,000 7.040%
Unit 401 Joy bldg., No6 | definitive report the
Joy St, Grace Village | authorized person to
Brgv. Balingasa vote is not yet known.
Commen | Tybalt Investment LTD | As of the date of this | Filipino 135,010,000 5403%
Scotia Ctr 4/F P.O 2804 | definitive report the
George Town Grand | authorized person to
Cayman Isfand British | vote is nat yet known.
West Indies

Natural persons authorized to vete 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 sriting 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 August 31, 2019)

Title Of Name of beneficial Owner | Amountand 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 Waeslie T. Gatchalian 30,000,000 direct | Filipino 1.200
Common Arthur M. Lopez 1 direct | Filipino 0.000
Commeon Elvira A. Ting 10, 000, 009 direct | Filipino 0.400
Commen Lamberto B. Mercado, Jr. 100 direct | Filipino 0.000
Common Arthur R. Ponsaran 110 direct | Filipino 0.000
Commeon 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. Drirectors 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

Waterfronr Philippines. Inc.




SEC 2008 2619 Preliminary

» Ruben D. Torres Independent Director 77 | Filipino
Reno 1. Magadia Director 43 | 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 10 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 Companieg
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 Executive Officer of
Philippine Estates Corporation 2010-2011;
Director-Forum Pacific Inc,
Director # Arthur M. | 72 | Filipino Owner and Principal Consultant of AML Hotel

Consultancy, Pre-Opening Consultant of
Emerald Hotel and Casino, Mactan, Cebu City
and Azumar Siargao Resort, Corporate Hotel
Management Consultant and Director Bellevue
Hotels & Resorts, Hotel Management and
Development Consultant Wydham Garden,
Chairman - Philippines Estates Corporation,

Lopez

Waterfront Phifippines. nc. 4
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Chairman- Acesite Phils. Hotel Corp.,, and
President of Phil. Hotel Owners Association
Inc.

Director

Dee Hua T.

Gatchalian

70

Filipino

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

Director

Reno [. Magadia

Filipino

Managing Director- Misons Industrial &
Development Corp, Metrto  Combined
Logistics Solutiens, 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

Director

> Sergio R

Ortiz-Luis,
Jr.

75

Filipino

Independent Director-Waterfront Philippines,
Inc., President & CEQ - Philippine Exporters
Confederation, Inc. {PHILEXPORT); Honorary
Chairman - Philippine Chamber of Commerce
& Industry, Emplovers 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 Club of Green Meadows,
Director - PILAK Foundation, Universal
Access Center for Trade Others: Honorary
Consul General - Censulate of Romania in the
Philippines.

Director

# Ruben D.

Torres

Filipino

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

Director
and
Treasurer

Elvira A, Ting

58

Filipino

President & CEO - Philippine Estates
Corporation; Director-Wellex Industries, Inc.,
Forum Pacific, Inc., Orient Pacific Corporation,
Crisanta Realty and Development
Corporation, Recovery Development
Corporation, The Wellex Group, Inc,, Plaskic
City Industrial Corporation.

Corporate
Secretary

Arthur R.

Ponsaran

75

Filipino

Director-Philippine Estate Corporation, Wellex
Industries, Inc., Forum Pacific, Inc. Acesite
(Phils.) Hotel, Managing Partner-Corporate
Counsels, Phils, Chairman of Value
Management and Options Corp and Corp

Waterfront Philippines. Inc.
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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 Q. 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 Governar 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 lloilo, Hotel 101 Manila (5300 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 2013; Bellevue Boho! Resort
extension (140 rooms) opening 2019. Hotel Management and Development Consultant - Wydham Garden
(Wellworth Properties and Development Corporation} Quezon City (200 rooms) opening in 2020 and in a
resort hatel 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 & Casine, Waterfront Airport Hotel & Casino and Waterfront Insular Hotel Davao.
President - Philippine Hotel Owners Association, Inc. (PHOALI) - the largest group of hotel awners 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

Waierfront Philippines. Inc. 6
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Philippines. He completed a Tourism Management course at the East-West Center, University of Hawaii,
Honelulu, Hawaii and Comell University, [thaca, New York, LISA,

[ 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 Selutions, 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 Heldings & 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, [nc. 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, [nc., 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 [nternational 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
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 Qutstanding Citizen of Nueva Ecija in the Field of

Waterfromt Philippines, fne. 7
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Business in 2005 also, Most Qutstanding 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 Manggapawa 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 Malacafang, 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 alse a Director/CFO of
Acesite Phils. Inc. since 2004-present.

Executive

| Kenneth T, Gatchalian | President |
{(see above description)

| Precilla Q. Toriano | Corporate Finance Director I
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
the year 2012 in June-July, she was sent by the company to New York to attend the Management
Development Pregram at Cornel! 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

Waterfront Philippines. Inec. 8
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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 specificaily 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 serninar 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 Peets 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 Sante 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. Galchalian 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 August 31, 2019, 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 tvpe of business, securities

or commodities or banking activities, nor found in an action by any court or administrative bodies to have
violated a securities and comm odities law.

Waierfront Philippines. Inc. g
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Certain Relationship and Related Transactions

Relationship
to the Issuer

Nature of Advances

Amount of Advances

The Wellex Group, Inc.
(TWGI)

Ultimate Parent

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

2018 - P 1,244,705,000
2017 -P 882,189,000

Pacific Rehouse Corporation
(PRC)

Stockholder

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

2018 - P 552,617,000
2017 - P 541,781,000

Philippine Estate (PHES)

Stockhalder

Unsecured:; nor-interest
bearing; due on demand

2018 - P 104,554,000
2017 - P 104,554,000

Crisanta Realty

Stockholder

Unsecured; interest-bearing;
subject to re-pricing; due in 5
years

2018 - P 356,003,000
2017 - P 347,928,000

See notes 8 on Consolidated FS 2018

Term of Office

The Directors of WPL 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 Stockhelders, 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 ] compensation
executive officers
Precilla O, Toriano Corporate Finance 2018 | 11,811,523.50 | None | None

Director 2017 | 11,249,070.00 | None | None
Maria Socorro R. Cotelo Corporate Planning 2016 1 10,713,400.00 | None None

Director 2015 | 10,912,500.00 | None None

Ms. Lanelle M. Barba

Anders Goran Helge Hallden
Rex Benhur M. Caballes

Corporate Peers’

Resources and

Development Director
General Manager

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 ata
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.

Waierfront 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 2018 is KPMG R.G. Manabat and Ce., 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 Commitlee shali 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 faw 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 arganization.

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,
2018 2017

Aggregate Fees Billed for the
external audit of the Company’s 3,826,000.00 3,770,000.00
Sfinancial staterments

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

Waterfrom Philippines. Inc. 1
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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/ retiremert 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 August 31, 2019, Waterfront Philippines, Inc. has no plans yet to increase its authorized capital
stock.

Hem 10. Medification 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, 2018 the company has a net worth of P5.94 billion and is not planning to issue
unsecured bond for 2019.

Properties
The Company, being a holding company, has no real properties under its name. Properties under WPI 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 FIr 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 Qctober 1, 2011 to December 31, 2021

(10 vears); 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 vear.

WCCCH! 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 Interrational Airport Authority
Terms of Lease 50 years with an option for renewal for ancther 25 vears, permissible by

the [aws of the Philippines

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

Waterfront Philippines. Inc. 12
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WMCH! Land Lease:

Location In front of Mactan-Cebu Intemational Airport, Lapu-Lapu City
Size Approximately 3.2 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 18.75 per square meter or a total amount
per annum of Php 7.875,000,00 + Percentage rental of 2% of the Annual
Gross Revenues as defined under the Land Lease Agreement.

DIHCI Wholly Owned:

Location

Lanang, Davao City

Size

Approximately 12.29 hectares

but with foreshore area of 4.3 hectares

Title Area (In Sq. Meters)
TCT 0-255% 2,997
0-256* 404
0-256* 304
0-257* 113
(-258* 50
0-259* 404
T-10250* 44,511
T-10250* 47,320
T-10251* 2,091
T-102510* 2,043
T-10252* 1,133
T-10252* 300
T-10252* 300
T-10252* 1,580
T-10252 643
T-10254* 500
T-10254* 400
T-10303-A* 304
T-10303* 108
T-30874* 223
T-10264* 18,959
T-10379* 140
T-0303-A 4,319

Haterfront Philippines. Ine.
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ACESITE Land Lease
Location Corner of United Nations Avenue & Maria Y, Qrosa Street in Ermita,
Manila
Size Total land area of 6,500 square meters
Lessor Cima Realty Philippines [nc.
Terms of Lease Lease is valid unti] January 2031, renewable for another 20 years.
Lease Agreement | Php 250,000 per month; escalation of 5% per year

Legal Proceedings

$55 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 555 amounting to P375.00 million originally

due on October 29, 2004. The 555 loan bears inkerest 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 555 loan was availed to finance the completion of the facilities of WCCCHL. It was secured by a first
mortgage over parcels of land owned by Wil 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 $55, including penalties and interest, amounted to
P505.00 million, the Parent Company was considered in default with the payments of the loan obligations,
thus, on the same date, S55 executed a foreclosure proceeding on the mortgaged parcels of land, The 555s
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 555 amounting to 30,50 million covering the month of August until December 2003,
and unpaid interest expense of P32.00 million.

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 receivable from the latter. In August 2004,
the redemption period for the Parent Company, W1l and TWGI expired.

The remaining balance of the S55 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 555 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
Ioan and the related mortgages entered into by the Parent Company with 555 on the ground that the
officers and the 555 are not authorized to enter the subject loan agreement. In the decision, the RTC of
Quezon City directed the Company to return to 555 the principal amount of loan amounting to P375.00
million and directed the SS5 to return to the Company and to its related parties titles and documents held
by 555 as collaterals.

On January 22, 2016, 555 appealed with the CA assailing the RTC of Quezon City decision in favor of the

Parent Company, et al. 555 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, 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 ime 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 have 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 fetter 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 deciced
not to contest the EWT assessment, The BIR filed its motion for reconsideration (MR) on December 4, 2012
and on April 24, 213, 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 ils 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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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 August 31, 2019 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.

Itern 13. Acquisition or Disposition of Property

The Company acquired 1060% 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 ta
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, 2018 will be presented to the stockholders for
approval.

2. Minutes of the 2018 Annual Stockholders’ Meeting will also be presented to the security holder for
approval.

3. Interim Report as of June 30, 2019 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 [il, 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,

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 stack rights offering at an entittement ratio of 0.58:1.
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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.

. 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 13, 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 19, 2019 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 2018
and during the meeting a copy of the 2# quarterly report for 2019 wiil 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. Galchalian
- Mr. Arthur R. Ponsaran
- Mr. Lamberto B. Mercado, Jr.
- Mr. Rene [. Magadia
- Mr. Arthur M. Lopez
- Mr. Sergio R. Ortiz-Luis, Jr.
- Mr. Ruben D. Torres

d. Appointment of External Auditors
The board will recommend KPMG R.G. Manabat & Co., previously KPMG Manabat Sanagustin
and Co,, as the Corporate External Auditor for the year 2019.

e. Appointment of External Counsel
For the year 2019, 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:
o Te 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.
° Renewal of licenses with government agencies/offices and other contracts and

designation of the authorized signatories,

o All other administrative matters concerning Waterfront Philippines, Inc.
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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 hini multiplied by the entire number of directors ta be elected.

Every stockhelder 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 I],
Sec. 7 of the By-Laws). Voting shall be by raising hands and need not be by ballat, the Corporate Secretary
shalt 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.

1t 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 I}

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

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
September 6, 2019.

//1~ @ fourd

(Signdture)

Precilla O. Toriano/Corporate Finance Director
(Printed Name / Title)
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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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MANAGEMENT REPORT
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ANNEX 1

The year 2018 ushered in unexpected challenges for our company. The main obstacle we have had to face
was a fire incident at the Manila Pavilion which happened in the first quarter — in March —affecting the
group’s performance for the rest of the year.

However, the Waterfront group, coming into the year with unbridled optimism and the drive to improve
our company, dealt with these challenges unfazed, with the sense of purpose to bring our company into a
new state of resilience, achievement and purpaose.

Using these challenges as a springboard, we realigned our operations to focus on our strengths in our
provincial properties and leverage our competitive advantages in terms of service, strategic location and
overall quality in order to bring about positive results and achieve milestones in productivity and
profitability.

While the year was decidedly one of mixed results, our provincial hotels came through as its star
performers, bringing the positive momentum and revenue we needed to rebalance our operations and set
new standards of achievement. The performance of our provincial hotels proves our unwavering ability
to persist through any predicament, and even exceed our own expectations by breaking performance
records.

Our flagship property, Waterfrant Cebu City Hotel and Casino (WCCHC), broke monthly revenue
records this year. Waterfront Airpart Hotel and Casino (WAHC) and Waterfront Insular Hotel Davao
(WIHD} each delivered unprecedented monthly figures that set new revenue highs for the group.

Our provincial properties continue to demonstrate the level of robusiness of our company as a whole,
anchoring its stability and proving to be dependable assets as we move the company forward. Waterfront
Cebu City Hotel and Casino (WCCHC) continues to outperform previous records in gross revenue —once
again with gross earnings past the billion-peso level this year, WCCHC generated PHP 1.12 billion in
2018, an increase of 6.29% from PHP 1.05 billion in 2017. Rooms revenue increased by 11.46% from PHP
359.42 million in 2017 to PHP 400.61 million in 2018. F&B income likewise increased, from PHP 348.54
million the past year to PHP 400.19 million currently —a positive variance of 14.82%. GOP in 2018 is PHP
420.29 million and net income is PHP 152.82 million. One must note that the preceding figures include
revenue generated from PAGCOR rental.

The yvear 2018 produced the highest monthly revenue streak in the history of WCCHC for both Rooms
and F&B. Nine (9) out of twelve (12} months in the year generated the highest Rooms Revenue streak, and
a succession of seven (7) out of twelve (12) months in the year also produced the highest F&B revenue
records, The year also recorded one of the highest-ever single monthly Rooms Revenue for the hotel —in
February 2018, WCCHC achieved PHP 36.7 million in Rooms Revenue produced in a ten-year span. The
month of December 2018 recorded the highest monthly F&B revenue in the hotel's history with PHF 49.5
million generated. It is important to note that these figures are non-inclusive of casino rental or PAGCOR-
generated income, YTD total hotel revenue also surpassed records — this year it is at PHP 837.7 million.
These are stellar achievements worth celebrating.

Waterfront Airport Hotel and Casino (WAHC) remains a strategic asset with an increasingly valuable

contribution to the group’s portfolio. In 2018, WAHC generated PHP 424.03 million in gross revenue, up
3.92% from 2017's PHP 408.02 million. The property also demonstrated a considerable increase in Rooms
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Revenue with PHP 170.73 million in current income, a double-digit increase of 9.07% versus PHP 156.53
million in the past year. F&B revenue also increased from PHP 77.52 million in 2017 to PHP 80.44 million
in 2018 —a growth of 3.76%. GOP is at PHP 195.15 million and net income is PHP 140.01 million.

WAHC also had an impressive year in terms of its month-on-month performance. The hotel generated the
highest Rooms Revenue streak for a straight twelve (12) months. The year's total Rooms Revenue at PHP
170.73 million is a record for the hotel in history. The top three (3) performing months in terms of Rooms
Revenue are August 2018 with PHP 15.25 millicn, followed by July 2018 at PHI* 15.13 million and May
2018 at PHP 14.94 million.Fé&B revenue performance is also worth noting for WAHC. This year, five (5}
out of twelve (12) months recorded the highest F&B revenue in the hotel’s history at PHP 80.44 million.

Total revenue, inclusive of casino-generated (PAGCOR) income was the highest for the hotel by far in its
history at PHP 424.70 million. Nine (9) out of the twelve (12) months in the year produced the highest
month-on-month streak in WAHC’s history.

Waterfront Insular Hotel Davao (WIHD) also demonstrated a stellar and notable performance this year.
Gross Revenue rose by 22,50%, from PHP 196.63 million in 2017 to PHP 240.88 million in 2018. Rooms
revenue is up by 20.75%, from PHP 84.62 million in the past year to PHP 10218 million currently. F&B
revenue increased 24.04% from PHP 106.98 million in 2017 to PHP 132.70 million in 2018. Net income of
the property increased from PHP 12.09 million in 2017 to PHP 15,76 million this year--a positive variance
of 30.36%. GOP is at PHP 34.44 million—up19.46% versus 2017’s PHP 28.83 million.

WIHD recorded milestones in terms of annual and monthly performance, similar to our other provincial
properties. The year 2018 registered the hotel’s largest revenue to date at PHI 241.60 million. December
2018 was the highest monthly revenue to date in the history of WIHD at PHP 26.42 million.

In terms of Rooms Revenue, 2018 was a significant year. Eleven (11) months out of twelve (12) the hotel
enjoyed its highest-earning streak ever, with March in particular breaking records as the highest-earning
period in history at PHP 9.30 million. F&B likewise had a very profitable streak — ten (10) out of twelve
(12) months recorded some of the highest month-on-month revenue in the hotel’s history with December
setting a record revenue of PHP 16.90 million.

Waterfront continues to invest in the improvement of each of its provincial properties. Our capital
expenditures this year have focused on preventive and operational maintenance, ensuring that our hotels
are in their best shape and operating order.

One of cur main priorities this year has been to invest in IT-related capabilities and the expansion of cur
online accessibility, marketing support and reach. We have also invested in internal systems that create
mote efficiency in our operations.

Our Waterfront website has been refreshed, to reflect the newly updated branding and to improve user
experience. Alongside the site, our mobile app has also been refreshed to be more user-friendly and
current.

We have adopted the Human Resource Total Solutions (HRTS) system for the company. A web-based
solution, it includes HR records, timekeeping, payroll, recruitment, training and appraisal modules. It is
accessible by all employees, with functionality that includes filing and approval on their individual
portals using e-formats to save on paper cost and speed up response times.
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The Manila Pavilion Hotel (MPH) experienced one of its most difficult years, because of the fire that
occurred last March 2018. Prior to the event of the fire in March, the hotel recorded PHP 62.73 million in
gross revenue. In the brief span prior to March, it earned PHF 30.74 million in Rooms Revenue, PHP 15.19
million in F&B, PHP 8.24 million in rent and related income and PHP 8.57 million in other income.

Several improvement projects were implemented in the property that unfortunately succumbed to the
accident included valuable IT infrastructure such as the GPON (Gigabit Passive Optical Network)—a
cabling infrastructure project that set up fiber-aptic cables in every guest room in a multi-peint concept
capable of enabling WiFi, telephone, video and other room autemation . The PABX upgrade project was a
software implementation that uses hybrid technology to enable both analog and VOIP phone capabilities.
The pre-requisite of this project was to upgrade the hotel trunk lines from analog to SIP which runs onan
IP-based telephone line. A GPON infra-reliant WiFi enhancement project was also implemented that used
the In-Room Access Point to eliminate dead spot signal issues in guest rooms and includes all public areas
and the poolside. To complement the WiFi enhancement, an additional bandwidth of 50MB was added.

All in all, these are technologies that will greatly improve guest experience, speed up the internet in all
areas, and bring our hotels to a new level of modernity and efficiency. The same technologies are going to
be implemented as the standard across all our hotels.

While the many efforts to upgrade MPH were neutralized by the fire, Waterfront is determined to bounce
back from this unforeseer incident by leveraging its existing strengths —especially its talented pool of
dedicated people, a real advantage in an industry primarily built around good service. Our steady pool of
talent is a valuable resource to be utilized during future openings and pre-openings of our facilities.
Walterfront is also an old hand in the Philippine hotel industry, with over twenty (20} years of founded
hotel management experience, which will be invaluable as we hit the ground running as MPH is rebuilt.

Having a good grasp of the market and the local and international business climates, already having
access to a massive distribution network both online and offline, maintaining solid, years-long
relationships with many trade partners and carrying an in-depth understanding of the market and local
consumers, we are confident that we have the tools to move forward a better and stronger organization.

MPH will be rebuilt and remodeled to emerge more formidable than ever. This challenge in our history is
an opportunity to start anew, to begin on a clean slate and create a property that will be more modern and
captivating than was envisioned before. For the rebuild, we are tapping the top world-renowned
hospitality design firm, HBA, ranked number one globally, With many international awards and
recognitions under its belt, HBA reintroduces the MPH brand with an enigmatic design prospect worthy
of its accolades. We are also working with Skala Architects, a Philippines-based firm known for their
modern and highly captivating designs.

The new Manila Pavilion will be a commanding presence in the skyline—appearing as the abstract
representation of a dragon, a mythical being emerging out of water, its surface embodies a texture and
flow that represents the natural flowing waves of water as well as the power, ethereal quality of a being
associated with luck and prosperity. The interiors will be spectacularly modern, chic and sharp—a fresh
take on the Waterfront brand.

Qur revival strategy of MPH goes hand in hand with leveraging our existing strengths in our provincial
hotels to maintain the profitability and resilience of the entire Waterfront group. We have survived and
surpassed our challenges in 2018 — weathering over nine (9) months of suspension of operations of one of
our properties by working hard and offsetting our losses through the enhanced performance of our
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provincial hotels, It is remarkable that we have steadied and even grown in many aspects by relying on
the strength of our provincial-based operations. | commend the entire organization for this feat.

Loocking into the future, 1 believe we have much to be excited about.

Qur online production keeps on growing and is quickly outstripping the pace of traditional sources of
revenue as a new means of access to our products. Overall, 2018 was another growth year as total online
revenue for gur provincial properties was at PHP 302.85 million compared to PHI* 257.24 million in 2017,
this year's revenue grew by double digits at 18%.

The group’s total online revenue per source based on category is as follows: 1) From online travel
agencies (OTA’s) and GDS, revenue reached PHP 285.18 million, an 18% growth from 2017's PHP 242.30
million in the same category 2) Website-generated revenue was PHP 17.67 million, up 21% from the
previous year's PHP 14.62 million. All online revenues are based on raw data from PMS-Opera.

The top online performer of the year was WIHD, reflecting the highest growth rate of 41%, earning PHF
33.7 million this year versus PHP 23.88 million in 2017. It is followed by WAHC with a revenue growth
rate of 21%, from total revenue of PHP 67.87 million in 2017 to PHP 82.43 million in 2018. WCCHC also
had a strong online performance with revenue at PHP 186.70 million in 2018, 13% above PHP 165.49
million in 2017,

The remarkable double-digit online growth in all of our provincial properties is a bullish sign on this
particular medium as the next frontier of our efforts to bring the Waterfront experience to our customers.
It is also reflective of the times we live in, when consumers are increasingly preferring online means of
purchase, information retrieval and access to their desired brands.

We are committed to ensuring that our online revenue grows further in the coming years, with MFH
potentially contributing substantiaily to future online-driven profitability. The newly-rebuilt hotel with
hundreds of new rooms, all-new facilities, and a fresh new experience coupled with an ideal location in
Manila’s historical district with proximity to many of the Philippines’ tourism areas is a value proposition
that attracts a large clientele. Through proven techniques to scale our online reservations that involve
optimization and parinership with the right platforms, we will continue to aggressively sell our
provincial properties at the key cities of the Philippines, as well as promote our newly-reconstructed and
thoroughly modern property at the heart of Manila’s cultural district, scheduled to be completed in a few
years' time,

As we leverage our strengths in our provincial properties, we can move ahead 1vith confidence that the
revival and re-addition of MPH to our high-performing hotels can only mean that we gain new
opportunities for expansion and growth.

Qur organization believes in silver linings. Obstacles happen in every corporation, yet within these
situations we can usually see many positives. In this case, MPH being an old property, came with
numerous structural and technological challenges that we have had to work around over the years in
order to provide a more modern experience to our customers, With this incident, while causing delays
and business interruption for our company, we are actually able to make use of the opportunity to start
fresh. This rebuilding of the property is a chance to begin anew, with a blank canvas— giving us a free
hand to implement and infuse advanced technology, new furnishings, new comforts to give rise to an
entirely new experience. All this, while still taking advantage of the premium location of this historic
structure.
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This is all about celebrating our present achievements, and radically reimagining the future. To our
shareholders, partners and peers, ) sincerely thank you for your support throughout our company’s
incredible journey. We will continue to strive towards an ever-improving and ever-evolving brand that
changes, adapts and gets better with time.

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 fonger 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.

Consolidated figures among the properties reflect this mixed profile. Gross revenue is PHP 1.85 billion.
GOP is PHP 459.44 million. Net Ioss is PHP 111.93 million, Occupancy for the group grew by 4%, from
72% in 2017 to 76% in 2018, Rooms revenue decreased from 752.69 million in 2017 to PHP 704.25 million
in 2018, a decrease of 6%. Rental revenue is at PHP 476.33 million. F&B revenue increased from PHP
629.40 million in 2017 to PHP 630,70 million in 2018, a 0.2% growth. Revpar grew by 4.48%, from PHP
1,852 in 2017 to PHP 1,935 this year, Other income is at PHP 38.63 million. ARR increased by 4.9%, from
PHP 2,512 in 2017 to PHP 2,636 in 2018.

Below are the results of pperations of the Parent Company and its subsidiaries, for the years ending
December 31, 2018 and 2017 together with its financial conditions as of the same period:

RESULTS OF OPERATIONS {Amounts in I’}

2018 2017
Revenues 1,849,911,991 2,104,932,423
Less: Costs and Expenses 1,390,470,374 1,420,782,863
Gross Income 459,441,617 684,145,560
Other Expenses (Income) 729,144,544 384,967,631
Net Income (Loss) Before Income Tax (269,702,927) 299,181,929
Income Tax Expense (Benefit) (157,773,765) 100,446,728
NET INCOME {LOSS) {111,929,162) 198,733,201
Earnings (Loss) Per Share 0.017 0.087
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FINANCIAL CONDITION (Amounts in P)

2018 2017
ASSETS
Current Assets 3,775,183,959 2,502,900,348
MNon Current Assets 6,881,137,829 6,849,909,245
Total Assets 10,656,321,788 9,352,809,593
LIARILITIES
Current Liabilities 2,525,749,457 1,929,206,522
Non-current Liabilities 2,193,646,150 1,406,088,464
Total Liabilities 4,719,395,607 3,335,294,986
Total Stockholders” Equity 5,207,871,208 5,150,133,268
729,054,973 867,381,339
Minority Interest
Total Liabilities & S/H Equity 10,656,321,788 9,352,809,593

Calendar Year -ended December 31, 2018 as compared with Calendar Year ended Decembper 31, 2017

RESULTS OF OPERATION

Revenues and Earnings per share

- Total revenues for vear ended Dec. 31, 2018, was lower than the previous year. In actual
performance, revenues from hotel & other subsidiaries for the year 2018 is at P1.85B compared to
2017's P2.1B, decreasing by 12%.

Earmnings per share for 2018, P0.017 and P0.087 for 2017, There are no potentially dilutive shares as
of December 31, 2018, 2017, 2016.

Cost and expenses
- Costand expenses of 2018 is at 1.39B which decreased by 2.13% compared to last year.

FINANCIAL CONDITION

Cash and cash equivalents - This account increased by P366.71M which is higher from last year
by 1056.01%.

Receivables - Increased by 145.87% from P228.36M in 2017 to P561.48M in 2018.

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 decreased by 27.75% from last year,

Dute fron related parkies-current portion - The account increased to P2.08B an amount 30% higher
from last year. This represents interest bearing advances to TWGI, PRC and Crisanta Realty. It

also includes transactions with PHES which is non-interest bearing. This year of 2018, these
advances are due in one year, subject to yearly renewal and re-pricing.
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Prepnid expenses and other current assets - An increase of P40.31M from last year's P97.56M. 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 - There was a 20.14% decrease from last year's P6.39B. In compliance
with PAS 27, property and equipment {except operating and transportation equipments) were
carried at revalued amounts effective 2009.

Other non currend assels - There is an increase of P168.22M on this account, an amount equivalent
to 536.62% compared from last year.

Current Liabilities - The account consisted of trade payable, income tax payable, accruals and
loans payable. The account increased by 30.92% from last year; P1.93B in 2017 to P2.53B in 2018.

Loans Payable - Current portion of the loan increased from 375M to 650M which is an increase of
73.33%. Non-current porlion amounls to 1,168,085,107 which was not existent last year

Other current liabilities - The account resulted in an increase of 205.58M. This refers to
concessionaire, other deposits and deferred income,

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 P2.148, decreased by 1.42%

Earnings per share for 2017, PD.087 and [0.115 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 casl 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 exiended 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.

Invenlories ~ 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 - Anincreased 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.
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Property piant & equipment - This year at 2.93% decreased from last year’s P6.59B. In compliance
with PAS 27, praperty 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 3.50% from last year; P1.83B in 20156 to P1.93B in 2017.

Loans Payuble —- Remained static at P375M.This consisted of S55 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.

TOP 5 PERFORMANCE INDICATORS
As of December 31, 2018, 2017 and 2016
December 2018 December 2017 December 2016

Occupancy percentage 76% 72% 69%
Average Room Rates 2,636 2,512 2,355
Average Food Covers 303,065 321,947 304,378
Average Food Checks 403.64 402.26 J68.34
Average Food Costs 37% 36% 36%

Occupancy Percentage

The Company’s occupancy percentage for 2018 was 76%, higher by 4% as compared to last year's 72%.
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 4.9% compared to Jast year's 2,512, [t is computed by dividing the total

rooms revenue over total number of rooms soid.

Average Food Covers
Food covers decreased by 5.86%. This pertains to increasing number of guests that availed our outlets,

Average Foad Checks

The average food checks or the average consumption per guest increased marginally. As always, the
Company has maintained its efforts in coming up with sumptuous dishes for the dining guests.

Average Food Costs

Food costs for 2018 at 37%. 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 na events that will trigger direct or contingent financial obligation that is
material to the company, including any default or acceleration of an obligation.
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(iii) There are no material off-balance sheet transactions, arrangements, cbligations
(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

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 Steckholders 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
July - September 2018 0.860 | 0.650
October - December 2018 0.740 | 0450
Peso High Low
2017

lanuary - March 2017 0.650 | 0335
April- June 2017 1.080 | 0.375
July- September 2017 1.520 | 0.810
Cctober- December 2017 1.230 | 0.870
Peso High | Low
2016

January - March 2016 0.360 | 0.305
Aprii- Jure 2016 0.410 | 0320
July- September 2016 0.380 | 0.320
October- December 2016 0.365 | 0.320

The number of stockholders of record as of December 31, 2018 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,
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3. The List of top 20 stockholders of record as of August 31, 2019 is as stated hereunder:

No. of
Name of Stockholder of Record Shares %
1 The Wellex Group, Inc. 1,128,466,800 | 45.16%
2 PCD Nominee Corporation (Filipino) | 602,538,373 | 24.11%
3 Silver Green Investment LTD 180,230,000 | 7.21%
4  Chesa Holdings, Inc. 175,924,000 | 7.04%
5  Tybalt Investment LTD 135,010,000 | 5.40%
6 Pacific Wide Realty Development
Corp. 36,445,000 | 1.46%
7 Kenneth T. Gatchalian 30,000,100 | 1.20%
8 Rexlon T. Gatchalian 30,000,000 | 1.20%
9  Weslie T. Gatchalian 30,000,000 | 1.20%
10 PCD Nominee Corp. (Non-Filipino) 24,868,501 | 1.00%
11  Forum Holdings Corporation 20,626,000 | 0.83%
12 Primary Structures Corporation 16,212,500 | 0.65%
13 Pacific Rehouse Corporation 15,598,900 | 0.62%
14 Rexlon T. Gatchalian 14,740,600 | 0.59%
15 Metro Alliance Holdings and
Equities 14,370,000 | 0.58%

16 Mizpah Holdings, [ne. 10,485,200 | 042%
17  Elvira A. Ting 10,000,009 | 0.40%
18 Catalina Roxas Melendres 6,246,000 | 0.25%
19 Manuel H. Osmena 1,400,000 | 0.06%
20 Rolando M. Lim 1,142,500 | 0.05%

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 jssue 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.
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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 P10.1 million was recognized in
the December 31, 2008 consolicated 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
and Amount of of Identity to whom it Share # of Swap SEC FORM
Securities Sold May 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
Commeon-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 @ P15.00 101
Common - 9,390,000

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 Q. 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.
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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 Commitiee 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.

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 2018 and 2017 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 subrnitted to the Commission,

All malerial 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,
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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 Campliance 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,
Ine. being a holding 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 ail 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 anmual meeting of the stockholders.

The company has submitted its Revised Manual on Corporate Governance in accordance with S5EC
Memorandum Circular No. 6, series of 2009 “Revised Code of Corporate Governance.
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CERTIFICATION OF INDEPENDENT DIRECTOR
. ARTHUR M. LOPEZ, Filipino, of legal age and a resident of The Ritz Tower Condominium,

6745 Ayala Avenue, Makati City, after having been duly swom to in accordance with law do
nereby 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 affifated with the following companies or organizations

COMPANY/CRGANIZATION PERIOD OF

i POSITION/RELATIONSHIP
5 SERVICE

Acesite { Phils.) Hotel Corporation

" Chairman/ independent Director

2004- present

Phil. Estates Corporation

' Chairman

1896- present

Phil. Hotel Owners Association Inc.

| President

2006- present

Hotel Management and Development . Consultant
- Consultant { Double Dragon Properties

Corp)

2013- present

Hotel of Asia Inc- Hotel 101 manila,
Hotel 101 Fort, Hotel 101 Management

Hotel Management Consuitant 2013- present

Corp.

Bellevue ( Bohol , Manila, Quezon City, - Hotel Management Consultant 2003- present
Baguio}

Wydham Garden Quezon City (' Hotel Management and | 2016- present
Wellworth Properties and Development . Development  Consultant  and

Corporation) . Project Consultant

Emerald Hotel and Casino Mactan, : Hotel Management and | Present
Cebu City : Development Consultant  and

. Project Consultant

3. | possess all the qualifications and none of the disqualifications to serve as an
Independent Director of Waterfront Phils Hotel Corp, as provided for in Section 38 of the
Securities Regulation Code, its Imptementing 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 NIA N/A




.

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

OFFENSE TRIBUNAL OR AGENCY STATUS
CHARGED/ANVESTIGATED INVOLVED

N/A N/A N/A

8. (For those in government service/effiliated with a government agency or GOCC) | have the
required written permission or consent from the (head of the agency/department} to be an
independent directar 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
abovementioned information within five days from its cccurrence.
Done, this day of _( § SEP 2019at CITY OF MANWA .
[Hoboinn Feny
Affiant
SUBSCRIBED AND SWORN o tefore me this dayof 06 SEP 7019 at
CITY OF MAMLA affiant personaily appeared before me and exhibited to me his / her
issued at on .
Doc. No. __Hf : ATTY.GILBERTO B, PAS NERO
Page No. __(U__; Netary Pubjic Potil Dec. 31
Book No. ; Netasial Cdoupission 015 Mla.
Series of 7019 B0¥ 013434 Lasig7-27-17 until 2019

PTR# Mla FI08055 - 1-3-2019
Roll¥ 25473, TIN# 1C1-002-348
MCLE Compl No. VI-0011418 until 4-14-2022
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)

6. (For those in government service/affiliated with @ government agency or GOCC) | have the
required written permission or consent from the d ent] to be an
independent director in . pursuant to Office of the President
Memorandum Circular No.17 ang Section 12 Rule XVIl of the Revised Service Rules.

7. } shall faithfully and diligently comply with my duties and responsibilities as independent
director under the Securities Reguiation Code and its Implementing Rules and Regulations,
Code of Corporate Governance and cther 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 day of 08 SEP Mat CITY OF MANRA .

SUBSCRIBED AND SWORN to before me this day of ‘?_ﬁ_ﬂm_ at
, affiant personally appeared before me and exhibjted 1o me his Tax

dentification Number 107-846-762-000.

Doc. No.

arry.cf ferdo Ly
Page No. Netary Pub) P 0
BOOK N‘O. Nm Py
Series of IBPY 01 17 untii 2019

PFTR# MI: - 1-3-2919

Roll# 25473, TINS 103.¢ 2146

Compl No. VI-0011418 uns; 4142072



CERTIFICATION OF iNDEPENDENT DIRECTOR

I..RUBEN L. TORRES, Filipino, of legal age and a resident of #22 Kalaw Ledesma Circle,
- Tierra Verde Homes, Tandang Sora after having been duly sworn to in accordance with law
do hereby declare that:

1. 1am a nominee for independent director of Waterfront Phils., Inc. and have been its
independent director since 2006.

2. | am affiliated with the following companies or organizations

COMPANY/ORGANIZATION . POSITION/RELATIONSHIP PERIOD OF
SERVICE ;
Acesite (Phils) Motel Corporation " Indapendent Director 2014-present !
BPO Workers Association of the Phils. . President Present |
Services Exporters Risk Management & | Chairman/CEO Prasent
Consuitancy Co (SERMC)
Torres Caparas Torres Law Offices Senior Partner 1988-present

3. i possess all the quaiifications and none of the disqualifications to sarve as an
independent Director of Waterfront Phils., Inc. as provided for in Section 38 of the

Securities Regulation Code, ifs 'mplzrmenting Rules and Regulations and ather SEC
issuances.

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

NAME OF COMPANY NATURE OF
DIRECTOR/OFFICER/SUBSTANTIAL RELATIONSHIP
SHAREMOLDER
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 criminalfadministrative invastigation or proceeding (as the case may be):

OFFENSE TRIBUNAL OR AGENCY STATUS
CHARGED/INVESTIGATED INVOLVED

N/A NIA N/A

6. (For those in government service/affiliated with 2 government agency or GOCC) | have the
required writien permission or ¢consent from the (head of the aZencv!deoartment‘; o be an
independent direcior in , pursuant to Office of the Presideni
Memorandum Circutar Mo.17 and Section 1z Rule XVl of the Reyised Service Rules.




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

8. | shail inform the Corporate Secretary of of any changes in the
abovementioned information within five days from its occurreni:e.

Done, this day of 0:5 SEP 2[]19' at GITY OF MAMILA

Affiant

SUBSCRIBED AND SWORN to before me this day of _0:5 SEP 2018 at

CITY OF MANILA | affiant personally appeared before me and exhibited to me his Tax
Identification Number 135-071-068-000.

Doc. No. ;H ;

Page No. __ 43 ATTY. o
Book No. : N
Series of %E] E‘Ho 43 Hesig 77

PTRA Mia SUVEDSS - 1-3-2019

Roith 23473, TRV 103-07 1346

MCLE Campl. No. V10011418 vutil 4-14-3022



UNDERTAKING

Waterfront Philippines, Inc. hereby undertake to distribute a copy of SEC FORM 17-Q

for the 3rd quarter of 2619 to WPI Stockholders during the Annual Meeting to be held
on October 26, 2019.




Republic of the Philippines)
City of Pasig )} SS.

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:

1.} am duly elected Assistant Corporate  Secretary of WATERFRONT
PHILIPPINES, INC. ( the “Corporation”), a corporation duly organized and existing
under Philippine laws with principal office at No. 1 Waterfront Derive, Off Salinas
Drive, Lahug, Cebu  City.

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

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

. g b SEP 201;
IN WITNESS WHEREOQOF, | have hereunto set my hand this day of er 2019

in the City of Pasig.

e A
ARSENIOA ALF[L

Assistant Corporate Secretary

e 2']2019 %Q@ &y,

65
SUBSCRIBED AND SWORN to before me this ___day ofél
affiant exhibiting to me his TIN No. 108-160-743.

Doc. No. I(t
Page No.
Book No. 20U .

Series of 2019

PTRE M2 F30§955 - 1-3-2019
Roli¥ 25473, TIN# 103-053-346
MCLE Cozepl. No. VI-0011418 until 4-14-2022



COMPANY NAME ! WATERFRONT FPHILS., INC. FPage 1

LIST OF ALL STOCKHOLDERS
As Of Angust 31, 2019

STOCKHOLDER'S NAME OUTSTANDING & OUTSTANDING 4 TOTAL PERCENTAGE NATTOMALITY
1RENED SHARES LRE1E] BHARESR HOML 3 s T
PEULLTY BATTS VAT LAY g g {GURSCR BEDR: TGrAL
THE WELLEM CHUVE, NG, 1.126,466,800 0 1,128,466,800 45157
PCD NUMINEE CORE, {(FILIFING) 608,861,673 0 808,861,673 24,364 FILI#ING
ATLMER GREFH TMURSTMERTS LTD. 180,230,000 0 180,230,000 7.242 (TUFRD
175,924,000 i} 175,924,000 7.040 FILIFIRD
135,015,000 0 135,010,000 5403 BRITISH
36,445,000 0 36,445,000 1.458 0
30,000,100 0 30,000,100 1200 TILIPTHG
30,000,500 ¢ 30,000,060 1,200 FILIPILG
BESLIN T, GATUMALIAM 30,005,600 0 30,000,060 1,200 SlLirmine
FORIIM HOLRTNGE CORPORITTON 20,626,000 0 20,626,000 0825 FILTETHN
; 18,601,501 0 18,601,501
16,212,500 0 18,212,500
15,598,800 0 15.593,900
14,740,000 0 14,740,000
14,370,000 0 14,370,000
10,489,200 [ 10,489,200
10,000,009 0 10,000,009 . [ 3
3 5,746,000 0 6,246,000 0.250 il s
Midiiisll, . e Aol FANYIEL L. uREERs 1 1,40C 000 0 1,400,000 Q.056 Filbeinn
ML ML 1 1,142,500 0 1,142,500 G.045 IILijtwn
FELLLE A CRUL GR. 1,160,000 8 1,160,000 0.044 ©ILii1HND
MARIA CONCEPCION CRUZ 876,000 [ 676,000 0.035 FILIPIND
FREYSSINET PHILIPPINES, INC, 770,000 0 770,000 0.031 FILIPINO
BENSON COYUCO 605,000 0 608,000 0,024 FILIPIND
LUCENA B. ENRIQUEZ 552,000 0 552,000 0.022 FILIPIND
EMILY LIM 500,000 0 500,000 0.020 FILIPIND
DEE HUA T. GATCHALIAN 350,000 v} 350,000 0.014 FILIPINOD
MARVIN J. GIROUARD 330,000 0 330,000 0.013 FILIPIND
ARTHUR H, OSMENA &/OR JANE Y. OSMENA 330,000 0 330,000 0.013 FILIPINO
JOBE YAP &/OR CONCHITA YAP 330,000 ] 330,000 0.013 FILIPINOD
DAVID LAD DSMENA 314,600 0 314,600 0.013 FILIPIND
MR L. GO 300,000 D 300,000 0012 FILIPING
SEGUNTAY SEAMUGTG & 7OQR VIRGIHEN SEANGLO 297,000 0 297.000 0012 SiLirnu
CHARTERED COMMODITIES CORPORATION 294,885 4 254,988 0012 FILIFINO
DOMINGD T GO 275,000 |4} 275,000 0811 FILIPIND
! 275,060 2} 275,000 0.611 FILIFING
200,000 i} 200,000 o000 L
ME R LAY PoHOL ASTE R4A 200,000 4 200,000 0008 v JIs
CRISTINO NAGUIAT, JR. 181,500 b 181,500 0.007 FILIPINOG
WILLIE 110 159,500 0 159,500 0.006 FILLPING
BETO Y. LIM 150,000 0 150,000 0.008 FILIPINO
PIERCE IWTERLINK SECCURITIESD, INT, 150,000 0 150,800 0.008 FILIPING
AURORA Y. GAN SO0F 143,000 0 143,000 0506 FILIPTNO
YAN TO A, CHUA 132,000 D 132,000 0.005 FLLLPLINOD
CELY 5. LIM 192,200 D 112,200 0.0D4 FLLLPLND
DEWEY CHOACHUY, JR. 141,300 0 111,300 0.004 FILIPINGC
WILSON CHUA &/0R BECKY QUE CHUA 110,000 D 110,000 0.004 FILIPINO
WANG YU HUEI 110,000 0 110,000 0.004 OTHERS
KENSTAR INDUSTRIAL CORPORATION 110,000 b 110,000 0.004 FILIPING
JOHN CRHISTOPHER D. WEIGEL ( 110,000 D ( 110,000 0.004 FILIPINO
WATERFRONT NOMIMEES SDN BHD A/CHEG 107,800 1] 107,800 0.004 CTHERS
CATHAY SEC. CO., INC. A/CH 1030 100,000 0 100,000 0.0D04 FILIPINO



CARRIE LIM

MANTIET, H. OSMENR 4/0R GRELTNR L. OSMENA
PACIFIC CONCORDE CORPORATION

PACIFIC IMAGES, INC.

HANSON G. S50 &/OR LARCY MARICHI Y. S50
CHONG PENG YNG

ALVIN TAN UNJO

TERESITAR GO &/0R SATURNINA GO

GEORGE U, YOUNG, JR.

ROLANDG D. DE LECH

LIFPG BECURITIES, INC,

MRIMITIVO €. CAL

VICRT L. CHIAN

M, TERMSR T, R

RENATQ C., GENDRANG &/0R GENDRANG BERNADETTE
L.M. TRROTR R ARAR., THOL R/CH TEDR

KIRNY Y LM

 3Y

Pou 0K RCTIT TADYY A0 WELLINITGH ED VILASTOD

ShMREA B EnsCUAL
JIETIC 1L WA DIETCG

i P R N &
HELL JOHN AL YU
FROARAIRITING CORPORATTIAN

TR DAl

WAT AR

ROBERT R IRG

ADRLAN LONG

GLADYS MAY L. OSMENA

MANILYNH L. OSMENA

MEGHANN GALIL L. OSMENA

MRANUEL L. OSMENA, II

STEVE WOODMARD

LUZ YAMANE

LILY 35, HO

ABACUS SECURITIES CORPORATION
LILIAN HCNG

ARTINR{Y GITANZON

THTERBATIONMG POLYMER CCORPORATTON
FEALRONT AESOURCES LORE.

LFECHCIO TIU

RAMONCITO ARCED

ThEr LI TAY
ROSOLEQ B, ©
ME L TOLARNIEY HALL AR

YYETTE LEE

ons YU LING

NELFIN R, SUPAFD JR.

£LGAR M. ALFERELZ

RAMON AL TIHLO

RAYMOND TONG

IMELDAR L. ACIDERA

PHILIF NG CLARIN & EVELYN NG LFE
CHICTI HSU

ANITA LIM

CONSUELO A. MOPAS

MARCELO 5. NUGUID

VICKY ONG

QUALITY INVESTMENTS & SECURITIES CORP,

100,000
100,000
100,000
100,000
100,000
100,000
88,000
£7.000
62,500
6,000
56,500
55,000
55,000
55,000
55,000
56.000
55,000
55,000
55,000
55,000
55,000
55.000
50.000
50,000
50,000
50,000
50.000
50,000
48400
48.500
40.000
40,000
36,600
38,500
30,600
28,600
39,600
39,600
39,800
39,800
38,500
36,300
35,200
54,000
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
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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
55,000
55,000
55,000
55,000
55,000
55,000
55,000
55,000
50,000
50,000
50,000
50,000
50,000
50,000
48,400
46.500
40,000
40,000
38,600
49,600
39,800
39,600
39,600
39,600
35,600
39,500
38,500
38,300
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

0.004
0.004
0.004

0.004
0.004
0.003
0.003
0.003
0.002
0.002
0.002
0 Co2
0.002
0.002
0.002
£.002
0.002
0.002
0.002
0.002
0.802
0.002
.002
0.002
0002
D.002
0.c02
0.002
0.002

0.002

0.002
0.002
0.002
0.002
0.002
a.on2
0.002
o.co2
0.002
0.001
.00
0.001
0.001
0.001
0.081
0.001
0.001
o.0a1
0.001
0.081
0.0
0.001
0.00¢
0.004
0.001
0.001
0.001
0.0
0.0H
0.o1
0.001
0.00+
0.004
0.001

FILTIPING
FILIPINO
FILIPINO
FILIPING
FILIPINO
OTHERS

FILIPINO
FILIPINC
FILIPINO
FILIPING
FiLIPiRG
FTLTPTHO
FILIPINO
[ AN 1
FILIFINO
FTLIDTHO
FTLITING
FILIFING
Pillllng
FI1ELIPTNC
FL_LiIN.
CTHERA
FALEFING

Finirikit

o1

FIHO

PTLITIN
FlLlFING
FrnTpTR,

Fialbritsdy
Fritiitio
FIL1BING
FLLIPING
FILIFING
FILIPING
FILIPING
FELIPINO
FILIPING
FILIPING
FILIPINC
FILIFINO
FTLTRING

£ te]
FILIPTHC

Fil iz
FILTPINC
FILIPING
FILIPING
FILITING
FILIFING
FILIPING
FILIPINO
FILIPINO
FILIPING
FILIPING
FILIPING
FILIPING
FILIPING
FILTBRING



RICARDA B. QUIRDS

ERNESTO R. SALAS, JR.

YU SIOK HUT

PABLO SON KENG PO

ROBERT C. TING

CLIFFORD LRO YOUNG

WATERFRONT NGMINEES SDN BHD A/CHE9I
JIM HG KHE BIN

FRARCIS 5. CHOR

NELIA CO

VEWHUS D Gondlru

GUTLLERMO ¢, GTLI, TR,

RUEY FING GO

ALAMANIERL © LR

RECINA CAPITAL DEVT., CORP. A/CH1845
TRITON SFECURITIRR CORPORATION
ATHERTNE LAy YOURG

Ed it JAINME VILA BIRGEEL

ISTREQ O, FRRAREN, JR.

REZLON INBUSTRIAL CORPUMAT TON

ERR COFON
JOSEFINA DINSAY

Ehil JA

CABMELITA EOMG RLINAT

K O H. LUGL

GRACE MAOHATE

AMANLIGY J, PONSAHAN, K,
OLEMN ANTHONY o A0O0

DidR [ TALASTHET

Ft A GRACE L LiH
AURELIC P. VENDLIVEL, JH.
PEDRO DOMINGO

RICARDO R. AGUADRO
EVELYH ARCEHAL
DAXIM-REY L. BANAGUDOS
ARIEL M. CONCEJERC &/CR MA. CONSUELO G. CONCEJERO
ANITA T. DAVID

ROY A, DE LOS REYES
MANUEL DY

HUNG CHUEN FEI

MARLENE 5. GUREVARA

THILIP RIONG

RICARDS T, TARARO

ERINE LIM L/OR MARSHL LM
JOSEEA T, LUA

ALBERTD MENDOZA £/0R JERMIE MENDOZA
ELTZABETH MERCALD

CARMEN ONG

HARVEY Q3HENWA

VENUS PACILA

GRUDENCIO H. PAMALIGRM

CIRILO E. PASUCARL

MA. THERESA C. FE

NERISSA C. QUINTANA

R. COYIUTO SECURITIES, INC.
SEITCHIRO TAKAHASHI

CARLOS S. TAN

CHEAH TUCK

PHILI? L. UY
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22,000
22,000
22,000
22,000
22,000
22,000
20,900
20,000
20,000
20,000
20,000
20,000
20,800
20,000
20,000
20,000
16,800
17,600
17,600
17,000
16,500
16.500
16,500
16,500
18,500
16,500
16,500
18,500
16,500
16,200
14300
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
14,000
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

0.001
0.0
0.001
0.001
0.0
0.0
0.0
0.001
0.001
cam
.01
0.001
0.001
0001
.01
0.001
0.0Mm
2.001
0.001
0.001
6.001
6.001
a0t
0.01
2.01
6.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
4.001
0.001
0.000
0.co0
0.coe

FILIFPING
FILIPING
FILIPING
FILIPLNO
FILIPINO
FILIPIKNO
OTHERS
FILIPINO
FILIPINO
FILIPING
FILITIEQ
FTLTPTND
CHINESZ
FILTHING
FILIPING
FILIPTNG
FILIPING
FILIPIND

FlLisiN

FILIPIRO
FILITING
FILIPTRG
FlLifinG
CHIHESE

FILITING
FLLIFLNG
FTLIPTND
TILIPIND

rllar it
FILITTnG
FILIPLNO
FILIPIRO
FILIPIRCG
FILIPING
FILIPIKG
FILIPING
FILIPIRO
FILIPINC
FILIPIKO
FILIPINO

FILIPING
FILITTHO

CHIKNESE

FILTEING
FILIFING
FILIPIRG
FILIPIRG
FILIEFING
FILIVPING
FILIPIRO
FILIPIRO
FILIPIRC
FILIPIRO
FILIBINO
OTHERS

FILIPIRO
FILIPIRO
FILIPINC



EDGARDO YAMBAC &/OR MARIA ISABEL YAMBRQ
JEFFERSON Y. YRO

RODERICH ALAIN ALVAREZ

CARINA H. BALONES

GARRY BOOC

FRANKLIN M. COSTRLES

G & L BECURITIES CO., IKC.

ARSENIC L. LIM &/0R BUBY O. LIM

GIOVANRI JOSEF B. LIM

POLANDO 1. LOMBOY &/0R MILAGROS R.LOMBOY
REWD [. MAGADEA

JAMES 0O, NG 6 /0R ELSTE Y, MG

L iCZ C. NG

;“ AR RERLTY AN 2
CARMELO OBCEMER
BARTHOLOMEY DY BUNCIO yoURD

PRI COME

Ha
FARRALES
V.o LLCAE
REVHOSD 17
« TLANGTO

.:I i—lv‘\ll‘!.‘
MARIA AL GARCIA

M. DT ARN
WILLIAM N. CHUA (O KIURL
. MADPRZO CARDPORATTION

e,

FATIPA =TT

it N4

HANNAH JALECO ALLANIGUE

EXUPERTO P. CARBATANA

CLEOFE D.¥. CANETE

JOCELYN FULACHE

ROZANR C. GUTIERREZ

LESLIE A. LAVA

STEVEN M. ONG

PROSERFINE SIGUENZA

AGAPITO R. VALENCIA

SALUD VYELORIA

RORERTO ARELLO &/0R MR, ANTONTA ARELIO
RENATO €, ALARCON &/0R VIRGINIA M, ALMRCON
A, WINNINAH S. ANCHETA

GENEROQSA h. ARERAS

RUBEH BALEASTRO &/0R ROSARIO TOARRES
BEL N CHUA

. CHUA

AL RENGINA CLLMALD

TERESITA I. DE LOS SANTOS

ERIRERTO E. ESTEBRNR

BILLY KHU &/CR WARREN KIU

BILLY GO KHO

CONSUEILLY O, KUN

LOLITAR LABACLADO

ALEXANDRIA M. LACSON

EAROLYN LIU

GRACE MAGNRYE

CARMENCITA MIRANDA &/OR DONNR DEL ROSARIO
BELINDA HNGG

JUANA DHGKA (
VIRGIE R. ORTEGA

ANTONIO MAPOR OSTREA

11,000
11,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,008
10,000
10.000
10,000
10,000
10,000
10,000
10,000

8,800

8,800

2,800

8,800

8,800
8,800
2.000
8,000
7.700
7,700
7.700
7.700
7,700
7700
7.700
6.700
6,600
6.500
6,600
6,500
6,600
8,800
8,600
6,600
6.500
8,800
5,500
5.500
5,500
5,500
5,500
5,500
5500
5,500
5,500
6,500
5,500
5,500
6,500
5,500
5,500
5,500
5,500
5,500
5,500
5,500
5,500
5,500
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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
8,800
8,800
8,800
8,800
8,800
8,800
8.000
§,000
7.700
7,700
7.700
7,700
7,700
7.700
7,700
6,700
6,600
6,600
8,600
8,800
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
5.500
5,500
5,500
5,500
5,500
5,500
5,500

0.000
0.000
0.000
0.000
0.000
0.0c0
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.0G0
0.080
0.000

FILIFINO
FILIPING
FILIPIHO
FILIPINO
FILIPINO
FILIPING
FILIPING
FILTPTNO
FILIPING
FILTFING
FILIFING
FILTIPINDG
FILIPING
FILITTIHOD
FILIPIND
PILIPTHNOD
FILIMIRG
TILIPINO
Fil HO

0.000 *1f
0.000 ¢

0.000 ¥Ti
0.000 FiiLi¥iw

0.000
0.000
0.0
0000
0.000
0.000

FlLiking
STLIDING

T Al

FLLLEING
TITITTHNN

0000 Fil
o000 T

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.600
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.0c0
0.000
0.000
0.000
0.000
0.0c0
0.000
G.000
0.000
0.000
0.000
0.000
0.000
0.00D
0.000
0.000
0.000
€.000

rlelFili
FTLITIRG
FIL1PING
FILIPING
FILIPING
FILIPINO
FILIPING
FILIPING
FILIPINQ
FILIPING
FILIPINO
FILIPING
FTLTPIND
FILTPTNG
FILIPING
FILEPTNC
TILIPINQ
FTLIFTHO
FILIPINO
FELFFTNG
FELIPING
FILIPING
FILIPING
FILIPINO
FILIFLNG
FILIPINO
FILIPING
FILIFING
FILIPINCQ
FILIPING
FILIPING
FILIPING
FILIFING
FILIPINOD




CHARLES M. PRATT

DEREK PUERTOLLANG

LINDA TAN

ROBERTO S. UY

WEALTH SECURITIES, INC,
GRACIARC AUDWIN T. GARZO

N

HSBC SECURITIES (PHILIPPINES), INC.

MA. MADOMNA M. MEDENILLA
IMELDA M. PRECION
MAHALIA C. QUINONES
SIHEGH SARBON & fOH CHARL
TLEOPNILTG SY-0UTH TR,
HELEN F. WiLLIMAIN
MIMERVA K. ALTAZOM
ADELAIDA ZITR R. CARLOS
AMORLER MORALES DR OTEOM
KERRY CHEDTTES (HLS,

Ha. TRERRESTTA M. rAlb

G GHIR HWA

ic

b

RAVALD

TH . =inIN1

GOHGE ¢, ORI Rl pnaliTa Ll ORI

MRTENE

HERNANDCL

SAN W

: il
BRIHEA S0LTT

MUI SI¥ KOH-SEAH &/CR DENNLS CHEE CHIANG SEAH

CHRISTOPHER D. LO
JURN ANTOWIC LOPEZ
LUKE MACABABBAD

PATRICIA MIADO &/OR MARIO ANGEL MIADO
BANTALEON NIEVA &/0R ANGELITA HIEVA

PAUL PESTANO
ELENETTE C. PINGUL
JAIME R. QUIJANO

JESUS ROBERTO SAENZ &/0R AURORA E.

MA. TERESA T. SAN AGISTT
ECMARD W, TAN
E AHIA G, SANTOS

Wi LETLANI V.
o cAnTOon
CORRD
SE R Ak
CARLD ARCHES
¥Mh. ROSARIC T. BARRETTO
AINR BELLESTEROS

RAT CELIS

CLARD CEN]ZA

RAMELIN CERVANTES

ELMER PELA CRUZ

NARISA BERLIN R. DURAN
LEONARDGC ERMITA
FLORENTIRC A. GONZALEZ,
JOSEFIH EDWARD HANNEN
LUCILA D. ICBAN

JOCELYN 0. LIM

VILMA LUMRNOG

CGAHBOR

)

JR.

4&/OR LOURDJEAN T. GONZALEZ

(

5,000
5,000
5,000
5,000
5,000
4,400
4,400
4,400
4,400
4,400
4,400
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4,400
4400
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5,500
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3.300
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3,300
3,300
3,300
3,300
3,300
3,300
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3,300
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3,300
3,300
3,300
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2,750
2,700
2,500
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2.200
2,200
2,200
2,200
2,200
2,200
2,200
2.200
2,200
2,200
2,200
2,200
2,200
2,200

0.000
0.c0D
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
Q.000
0 aco
{.000
{.000
0.000
€.000
0.000
.000
0.000
0.000
0.000
0.000

9000 -

0.000
0.000
0.000
0.000
0000
0.000
0.000
0.00G
2.000
0.000
0.000
0.000
0.000
0.000
0.00D
0.000
0.000
0.000
0.000
0.000
0.000

o.0op &

0.000
0.000
0000
0.000

0.000 &

0.000
0.000
0.00D
0.00D
0.000
0.ceo
0.00D
0.000
0.00D
0.000
0.0co
0.00D
0.00D
0.000

OTHERS

FILIPING
FILIPING
FILIPINC
FILIPINO
FILIFINO
QOTHERS

FILIPING
FILIPING
FILIPTNG
FILIFING
FILTPING
FILIFING
FILLEING
FILIPING
FILIPTHO
FlLLitm s
£ no

H it
EILLFING
FILTETHO
jgre]
TND
i I
riiiiFiE
FiLIMTHO
CQTHERS
FILIPINO
FILIPING
FILIPINO
FILIPING
FILIPINO
FILIPINO
FILIPING
FILIPING
FILIEPING
FTILTPTHNO
FILIPING
FING

r

FILIPING
FILIFIND

FIIAETID

FLLERINGD
FILIPING
FILTPING
FILTPINO
FILIPIND
FILIPLNG
FILIPIND
FILIPINO
FILIPING
FILIPING
FILIPING
FILIPINO
FILIPING
FILIPING
FILIPINO



LEVI Q. MARGRAYE 2,200 o 2,200 0.000 FILIFINO
MELVIF M. MANALD 2,200 0 2.200 0.000 FILIPINO
BENJAMIN MOMBAY &/0R ELYSIA DELA LLANA 2,200 0 2,200 D.000 FILIPINO
CONSUELO G. O8I 2,200 0 2,200 D.000 FILIPINO
MELITA G. RAGAS 2,200 1] 2,200 £.000 FILIFING
JOHN PATRICK REGNER 2,200 0 2,200 0.000 FILIPINO
EDMA T. ROGANDO §/0R ESTER T. JUCO 2,200 s] 2,200 0.000 FILIPING
ROLANDO S. SANTOS, JR. 2,200 D 2,200 0000 FILIPIHC
MICHELLE T. 5Y 2,200 0 2,200 4000 FITLIPING
MERLINDO E. TIWAPAY 2,200 0 2,200 0.000 FTLIPTHO
RUBY TING 2,200 0 2,200 0.000 FLLIVING
ZTTA 0. Y -TTIOCO 2,200 8] 2,200 0000 FTLIPTNG
MHTONIO YERZOSA 2,200 [+ 2,200 0.000 FILIPLNO
BENEDIOTO ¥, VIAKITD 2,200 o 2,200 0.000 FILAIIEMD
BANING P. ANG 2,000 0 2,000 0.000 FILIPINO
NRMTHO P, ANG 2,000 o 2,000 0.000 FILIPTHO
FRVERT AVANZATOD A 70K LIAZLE AVANAAIK] 2,000 o 2,000 0600 FiLIrinNg
EDUVEGES 0. BATALAN 2,000 o 2,000 0.000 FILIFINO
BFOMLEACIG M, CABAT LY 2,000 0 2,000 0.000 EiLEvIHQ
AUGHRIO P, DE VERA 2,000 4] 2,000 0.000 FridliNg
MLMURLDD 4. GREGUKIG 2,000 ] 2,000 0.000 FILrily
GLORIA GUINTH 2,000 o 2.000 0000 Fil,
I.5. GIMEREZ SEL., iNC. A/C UFA-G03 2,000 o 2,000 0.000 FILIFING
TERESLIY K. UCAMEY 2,000 g 2,000 0.080 viiivivo
3 2,000 Y 2,000 X FTLIPTHO
1,500 0 1,500 Il X
1,200 ¢ 1,200
1.200 0 1,200
1.100 0 1.100
1,100 0 1.100
1,100 0 1,100
1,100 0 1.100 H
1,100 3 1,100 0.000 i
JUHil CETRE € B, CAarTRELE 1,100 0 1,100 0.000 FriarTin
CATHAY SEC. CO,, LNC. A/CH 1684 1,100 0 1,100 0.000 FLLLFIN
BEDY LU CO 1,100 D 1,100 0,000 FILIPING
CYNTHIA ROXAS DEL CASTILLO 1,100 0 1,100 0.000 FTLIPTING
CAROLINE DY 1,100 D 1,100 0.000 FILIPINO
GRACE M. GALANG 1,100 0 1,100 0.000 FILIPINQ
GUILE SECURITIES, INC. 1100 0 1,100 0000 FILIPINC
REBECCA TAN LIM 1,100 D 1,100 0.000 FILIPINQ
ROMED 5. LINDAIN 1,104 0 1,100 0.000 FILIPINC
ARMANDD 5. LLARINAS 1,100 0 1,100 4.000 FILIPINO
PORFIRIC G. MACARAEG &/0R MICHREL MACARAEG 1,100 0 1,100 0.000 FILIPINO
BENJABMTN . MAGRANIA 1,100 0 1,100 0.000 FTLIPTNG
AMIT.IA MANANCE 1.100 b 1.100 g
YiIDA MARIE I, NISPFEROS 1,100 o 1,100 .
LYDIR C. PASCUA 1,100 o 1,100 0.000 FILIPTHO
. PEMAS 1,100 2] 1,100 0000 FILIPIMG
oy 1,100 0 1,100
1,100 o 1.100 .
BEVEHLT . 1,100 o 1,100 Q.000 F1lFiNG
DAISY 2.4 REYES 1.100 0 1,100 0.000 FILIPING
LETICIA ROXAS 1,100 i} 1,100 0.000 FILIPINO
DOUGLAS TAN 1,100 D 1,100 0.000 FILIPTHO
FATIMA L. TAN 1,100 o} 1,100 0.000 FILIiFIND
MLEABEL TAN 1.100 V] 1.100 0.000 FILIFING
RAYMOND G. THN 1,100 D 1,100 0.000 FILIFINO
SUZETTE TAN 1,100 0 1,100 0.000 FILIPIND
LOLITA TANSENGCD 1,100 1] 1.100 0.000 FILIPING
YEOH CHERW TAU ’ 1,100 0 1,100 0.000 GTHERS
IBRMINIA A. TIPGDS 1,100 [ 1,100 0.000 FILIPINO
LUISIANA DELQZ SANTOS TONDOD 1,100 ] 1,100 0000 FILIPING
ELIZABETH TUBARLE ( 1,100 u 1,100 0.000 FILIPINO
FEDELIZA R. VARGRS 1,100 [} 1,100 0.000 FILIPIND
BBACIS CAFITAL TNVESTMENT CORF, A/0 RRIONZ 1,060 i] 1,000 0.000 FILIPINO



MR, LUISA AQUING 1,000 0 1,000 D000 FILIPINO
RAYMOND AZCARATE 14000 0 1.000 D.000 FILIPINO
JULIE YAP CHUA 1,000 D 1,000 0000 FILIPINO
ARISTEQ R. CRUZ 1,000 D 1.000 D0J0 FILIPING
MILAGROS ONG MAGAT 1.000 v] 1,000 0.000 FILIPINO
VICENTE LIM PANG 1,000 o 1,300 2.000 FILIPING
FIDELINA B. REYES 1,004 v} 1,000 0.000 FILIPINGC
RODCLFO V. SAEZ 1,003 v] 1,000 0900 FILIPINO
SHAREHOLDERS ™ ASBOCIATION OF THE PHILIPPIWES, THC. 1.000 V] 1,000 0000 FILIPTNO
REYNALDG WAVARRA TECECHIAM 1,000 o 1,000 0.000 FILIPING
HUBEN D. TUORRES 1,000 "] 1,000 0.000 FILIPINO
JERUS AR LUIS VALEHCTA 1,000 o 1,000 0.000 TTL.TFTHG
SUILO VILLANGEVR &/0F AMELINA VILIAHUEVA 1,000 o 1,600 Q.00 FILIPING
A, SALOME VILLASTS 1.000 4] 1.000 0000 FILTIETHO
ALFRED COLLADC 900 o aon 0.000 FILIPING
PORLIC SFC. CORD, 800 4 hog 0000 FILIPTHO
ROGELTO (3, KWAN 622 4 622 Qo000 FILTIPING
AHITA LIMCHAYSING 600 4] &00 G000 FILIPING
LONNMIE SHLVALUR 600 4] 600 0.000 FiLIFiRQ
HONBLLY 27 &00 o 60D 2000 FiL1#INO
ANABELLE UL ALMARU 50 1] 500 0000 E1L111E0
FLEHA 1. S 5090 2] 500 8000 FILIFIKO
CARLOS CHING 500 1] 500 G.000 FILIylhy
LAOMINALOE AL Heipu 500 V] 500 8000 FiLleikQ
LORINA K, O d 333 o 333 o000 ¥
LIC T, MRIADRESD 360 Q 300 0000 T
AR 3roagan 300 2] 300 p.ong FrtiTTuN
UWEN HATHANIEL AU 200 o 200 8000 FILIFINOG
ERLITA BUGhODN 200 5] 200 0.000 TILIPING
D ZALDE 200 4] 200 000G :
200 3] 200 0.000
200 o] 200 0.000
il Al i Ty O 200 )] 200 Q000G el
RERATG . WMAGADIA 200 ] 200 GO0 FILITING
ROCHELLE V. MEHNLOZA 200 0 200 D.000 FILIPING
ORION-SQUIRE CARPITAL, INC. - 0267 200 o 200 D000 FILIPINO
ROSE LUZELLE PAPA 200 v} 200 0.000 FILIFINO
HORA ROSS 200 1} 200 0.000 FILIFING
MR, THERESA L. BRGUELLES 110 o 110 0.000 FILIPINO
SERGIO R. ORTIZ-LUIS JR. 110 4] 1o 0.000 FILIPINO
ARTHUR R. PONSARAN 110 [} 110 0.000 FILIPINO
CARLOS BEWEDICT K. RIVILLA IV 110 [} 10 0.000 FILIPINQ
TOMAS F. TUASON IV 110 o 10 0.000 FILIFINO
RIZAR C. VILLEGAS 110 [} 10 0.000 FILIPINQ
ROTOLFG 1., CRUZ 100 o 100 0.000 FTLIPTHD
THELDA GAPRSIN 100 0 100 D.00D FILITTHO
RUBEN HEDRANG 100 o 100 0000 FILIPING
LAMBERTO B. MERCADD, JR. 100 o 100 0.000 FILIPING
DSHATO ALMEDN 1 o 1 0.000 FILIPINQ
NREFNTO RBRRTOLOME TTT 1 ol 1 0.080 FILIPTHG
ERIC FTILAMGR 1 4] 1 0.000 FILIPIHG
PRTELIOH ., GHENsW 0 1 ¢ 1 0080 ritt=ing
ARTHUR LOFPEZ 1 [¢] 1 0.000 FILIPINO
MACARIO TE 1 Q 1 0.080 FILIPTHO
GRAND TOTAL (436} 2.4968.861.753 0 2,408,991.753 100.000

THIS IS A COMPUTER GENERATED REFORT AND IF ISSUED WITHOUT N.TERATUDN.( IOT REQUIRE ANY SIGNATURE. (



QUTSTANDING BALANCES FOR A SPECIFIC COMPANY

Campany Code - WPI000000000
WATERFRONT PHILIPPINES, INC.

Business Date: Au pust 31, 2019

EUFCC C SECURITIES CORP

‘A & A SECURITIES, INC.

\ABACUS SECURITIES CORPORATION
[PHILSTOCKS FINANCIAL INC

ﬁ. . T. DE CASTRO SECURITIES CORP.

ALL ASIA SECURITIES MANAGEMENT CORP.

/ALPHA SECURITIES CORP.

HiHOLDINGS
_....75,000
1,901,700

24,237,636
44,168,154
54,000
...202,5C0

1,579,000

BA SECURITIES, INC.

AP SECURITIES INCORPORATED

'ANSALDO, GODINEZ & €O., INC.

AB CAPITAL SECURITIES, INC.

SBEQUITIES,INC. S

ASIA PACIFPC CAF‘ITL\L EQUIT[ES & SFCJRITIES CORP

2,673,700
5,385,500

4,471,100
832,800

20 125,000

ASIASEC EQUITIES, INC,

AASTRA SECURITIES CORPORATION

CHINA BANK SECURITIES ‘CQRPORAT IOR

'BELSON SECURITIES, INC.

B. H. CHUA SECURITIES CORPORATION.

653,000

5000
600,000

3,887,100 |
50,000

JAKA SECURITIES CORP.

BPI SECURITIES CORPORATION

3,655,500

39,567,941

CAMPOS, LANUZA & COMPANY, INC.

'SINCERE SECURITIES CORPORATION

BDO NOMURA SECURITIES INC

CT5 GLOBAL EQUITY GROUP, INC. _

TRITON SECURITIES CORP,

. 2352,702

16,002,998
775,138 |

1,045,000

1,272,450

IGC SECURITIES INC. e

2,009,000

CUALOPING SECURITIES CORPOR;‘;TION

DBP DAIWA CAPITAL MARKETS PHILPPII\ES INL

_ 110,500

2,200

DAVID GO SECURITIES CORP.

855,000

DIVERSIFIED SECURITIES, INC.

E. CHUA CHIACQ SECURITIES, lNC

EQUITABLE SECURIITES (PHILS] INC.

EAST WEST CAPI TAL CORPORATION

EASTERN SECURITIES DEVELOPMtNT CORPDRATION

EQUITIWORLD SECURITIES, INC.

\EVERGREEN STOCK BROKERAGE & SEC,, INC.

4,443,800

_..5,156,100
27,200
—...400,000
7,544,200

707,620

7,581,100

FIRST ORIENT SECURITIES, INC.

F]RST INTEGRATED CAP[TAL SECLIRIT[ES INC.

F. YAP SECURITIES, INC.

-...2,284,100 |

'AURORA SECU R!TIES fNC

| GLOBALINKS SECURITIES & STOCI"S JNC

115G SECURITIES, INC.

151,650

'GOLDSTAR SECUR!TIES_ INC.

|GUILD SECURITIES, INC.

(HDI SECURITIES, INC,

H. E. BENNETT SECURITIES, INC.

HK SECU_RITIES INC.

ILACKERMAN & CO., INC.

l. B. GIMENEZ SECURITIES, INC.

INVESTORS SECURITIES, INC,

IMPERIAL,DE GUZMAN, ABALOS & CO, INC.

3,765,300
... 105,000
~ 1,432,500

280,000

528,097
797,000
1,293,800

1af3



R.S. LIV & CO., INC.

|TRI-STATE SECURITI

|UCPB SECI RITIES

|E.SECURITIES, INC.

HOLDINGS
[INTRA-INVEST SECURITIES,INC. . et 187,400
|ASIAN CAPITALEQUITIES, INC. ) i} 56,100
J.M.BARCELON & €O, INC.___ B 921,500
STRATEGICEQUITIESCORP. . 895800
LARRGO SECURITIESCO., INC._ . . 122,000
LOPEZ, LOCSIN, LEDESMA & CO., INC._ - 3300
LUCKYSECURITIES,INC. ) 263,500
LUYS SECURITIES COMPAr_\_nf___[rgr;_ - 865,500
MANDARIN SECURITIES CORPORATION B 1613200
COL Fma__nc:aiCraup,lnc o 156,677,252
DA MARKET SECURITIES, INC. - 222,200
'MERCANTILE SECURITIES CORP. o - 131,800
MERIDIAN SECURITIES, INC. 2,187,700 |
MDR SECURITIES, INC. o . 2,311,000
'DEUTSCHE REGIS PARTNERS, INC. o 66,300
¥ 120,000 |
'NEW WORLD SECURITIES CO., INC. 2,244,000
'OPTIMUM SECURITIES CORPORATION . 1,802,650
RCBCSECURITIES, INC. 4,023,300 |
PAN ASIA SECURITIES CORP, ) B 135,000
\PAPA SECURITIES CORPORATION 2,643,500
|MAYBANK ATR KIM ENG SECURITIES, INC. - 5,767,400
I__F_’LATiNUM SECURITIES, INC, i - 23,000
PNBSECURITIES,INC. . 943,250
\PREMIUM SECURITIES, INC. o 1,923,600
\PRYCE SECURITIES, INC. R ———— 12,124
SALISBURY BKT SECURITIES CORPORATION 15,300
VESTMENTS & SECURITIES CORPORATION 13,205,300
/ESTMENTS,INC. BE——
R.COYIUTO SECURITIES, INC, - 5,286,100
IREGINA CAPITAL DEVELOPMENT CORPORATION B 10,623,976
R.NUBLA SECURITIES,INC. 1,172,500
AAA SOUTHEAST EQUITIES, INCORPORATED 2,309,100
_ B B . 1,218400 |
RIG& COMPANY INC. - ) B . 276,600 |
SJROXAS&CO.INC. 803,500
SECURITIES SPECIALISTS, INC, - 217,200
FIDELITY SECURITIES, INC. _ S - 288,500
SUMMITSECURITIES,INC. 587,30
|STANDARD SECURITIES CORPORATION ' 1,326,200
SUPREME STOCKBROKERS, INC S 31,350 |
TANSENGCO & CO., INC. 847,200
THE FIRST RESOURCES MANAGEMENT & SECURITIES CORP. 353,200
\TOWER SECURITIES,INC. 10,821,100
| TRANS-ASIA SECURITIES, INC. - 1,325,500
\APEX PHILIPPINES EQUITIES CORPORATION 7,000
TRENDLINE SECURITIES CORPORATION . 11,200
_____ ....150,000
4 - 2,348,700
{UOB KAY HIAN SECURITIES (PHILS ), INC. _ _800,000|
i - 3,300 |
VENTURE SECURITIES, INC. I 136,900 |
FIRST METRO SECURITIES BROKERAGE COFf 30,307,539
'WEALTH SECURITIES, INC. N 7,744,090
'WESTLINK GLOBAL EQUITIES, INC._ 64,798,540
BERNAD SECURITIES, INC. ) 372,100
WONG SECURITIES CORPOREﬁoN_ - ) 000'
o 1,895,500
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YU & COMPANY, INC. )
BDO SECURITIES CORPORATION _

EAGLE EQUITIES, INC.

GOLDEN TOWER ¢ SECURI'I-'IES & HDLDING'S INC,

SOLAR SECURITIES, INC.

G.D. TAN&COMP_ANY INC.

'PHILIPPINE EQUITY PARTNERS, INC
UNICAPITAL SECURITIES INC,
SunSecurities, Inc.
COHERCO SECURIT]ES INC

ARMSTRONG SECURITIES, INC.

KING'S POWER SECURITIES, INC.

TIMSON SECURITIES, INC,

CITIBANr( N.A.

DEUTSCHE BANK MANILA-CLIENTS A/C

STANDARD CHARTERED BANK

VC SECURITIES CORPORATION _
TOTAL

HOLDINGS
_ 3,583,000

1,226,800 |
2,630,576
4,698,600
14,878,300

_ 4,895,000 |

. 2,881,950
3,049,900

_ 510000
3,400,000

5,300

72,000

180,000

7,428,000

... 940,000

If no written notice of any error or correction is received by PDTC within five (5) calendar days from
receipt hereof, you shall be deermed to have accepted the accuracy and completeness of the detzils

indicated in this report.

_2,498,000

627,463,174 |
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o | () RO O

[ Taxpayes identificalion Number (TIN) [ Ragistered Nama
[icos Hara H2s4 Hooo | IWATERFRONT PHILIPPINES INCORPORATED |

Annual Income Tax Return

4 Total (Sunt of Rarns 116 3) .

|8 Less: Sales Ratumng, Aliowances and Discounts Pf7 asumenmaes _q]l{
Is_Nel Sales/Revenusa/RocalploiFeas (flam 4 Lass llam 5j (To Part 1V ftermn 30) 8
L Schedule 2 - Cost of Sales (Afach additional sheet/s, i necessary) ]

Schedule 24 - Cost of Sales (For thoso Engjaged

Merchandise inventory - Baginning
lz_m: Purchases of Merchandlse

[3 Total Goods Available for Sale (Sum of Jtems 1 & 2)

|4 Lass: Merehandise Invantory, Ending

I8 Cost of Sales fitem 3 Less Mem d) (To Schackia 2 flam 27 )

' Schedule 2B - Cost of Sales (For thosa Engaged In Manufacturin
/“\ 6 Diroct Meterials, Beginning
[ Acd: Purchasss of Direct Materials
{8 Matartals Available for Usa (Sum of ltems 6 & 7)
[0 Less; Diruct Materials, Ending
10 Raw Materiala Used (ltem 8 Lass liar 5)
11 Direct Labgr
2 Manufarturing Qvarhoad
13 Tolal Manufacturing Gost (Sum of items 10, 11 & 12)
14 Add: Worlc in Procass, Beginning
[15 Less: Wark in Process, Ending
16 Cost of Goods Manulectured (Sum of Hems 13 & 14 Lass itom 15)
[17 Firished Goods, Baginning
[18 Legs: Finished Goods, Ending
19 Cast ol Goods Manufsciured and Sold (Sum of flams 15 & 17 Less Kier 18) (To Schad. 2 ftem 27}

Schedule 2C - Cost of Services

&4 Direct Cha:gas Materlals. Supplies and Facilities
Iaz Direct Charges - Depraciation

|23 Direct Chargas - Rental

[24 Direct Charges - Cutside Servicss

26 Diract Chasgos - Others

|28 Totat Cost o Services (Sum of itsms 20 fo 25) (To flem 27)

7 Tolal Cost of Satas/Services (Sum of ftems 5, 19 & 25, # applicable) (To Part IV flem 31)

137047209, 11:19
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Annual Income Tax Return

omrere. | [N R A

Registerad Name

| {WATERFRONT PHILIFPINES INCORPGRATED i |

3 Total Other Taxahle Incorme Not Sublected to Final Yax (Surs of tams 1 lo 3) {To Pant IV llem 33)

1 Advartising and Promations

Schedula 4 - Ord Allowabie ltemized Deductions (Aitach mﬂona!shee&’:s if necessa

ﬁ

"™\ [24 Repairs and Malntenanos - {Labor or Laber & Materlas)

e

iof 9

Amartizations (Specily on ftems 2, 3 & 4)
=

d

{5 Bad Dobis

{6 Charitatie Contributions

I Commissions

IB Communjeation, Light end Watar

{9 Deptotion

10 Daprecistion

11 Direcior's Faas

[12 Fringo Banafits

[13 Fusl and Ol

14 Ingurancs

5 Interest

[16 Janitorial and Messengerial Servicas

17 Losses

18 Minegeman and Consuliancy Fes

19 Miacellanzous

|20 Office Supplias

|21 Omer Senvices

| Profassianal Faes

|23 Rentas

125 Repairs and Malntenanoo - (MaterlaisSupplies)

[26 Regrasomation and Entertginmant

IZ? Regsarch and Dovelopment

hs Royalties

|28 Satarios and Alowances

13/04/2019, 11:19
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|Annua| income Tax neaum[ aIR Fom No. |.||| -1 B T

Ti r identification Numbar (TIN Registered Name
003 978 254 000 T WATERFRONT PHILIPPINES INCORPORATED j

Schedule 4 - Ordinary Allowable Hemized Deductions Conrfnued!mm Prewous F' e
30 Sacurity Services !
11 868, GSIS, Philheallh, HOMF and Other Comributlons |- O e
32 Taxes and Licanses I o 22708
ISﬁleﬁ'tg Fegs g
34 Tralnlng and Seminars
35 Trarlsportaﬁnn and Travel

—— =
|40 Total Grdinary Allowat!e lembxad Daductions (Sumt of Asms 1 to 38) (To Part IV Ham 35) I 27,431,756|
Schedule 5 - Speclat Allowabls Remized Deductions (Altach additional sheet/s, i negess
N Daseription Legal Basls Amount
1 ol
i . ' H ] ol
d o [ )
B . | R %|
5 Total Speclal Allowable lamizad Deductions (Sum of tams 1 fo 4) (To Part IV Hem 38) i _ 9
L Schedule®-Gamputation of Net Operating Loss Over (NOLCO
|1 @rusa Incoms (From Part IV item 34) N [
12 Lass: Total Daductions Exclusive of NOLCO & Deduntion Under Special Law
[3 Nst Operating Loss {To Schadule 84} ;
L Schedule 64 - Computation of Available Nel Operating Loss Carry Over (NOLGO) }
Nat ing LosE | n v
Vo D o m——————ll B) NOLCO Applied Provicus Year |

Yotat NGLGO f
of Hems 4D to 7D} (To Part IV o 37) )

13/0422019, 11:19
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IAnmuaI Income Tax Return | snrmne. | ] BRERZH:b SR 0 M

L Schadula 12 - Supplemental Information (Aftach additional sheet/s, i necesssry) ]
::;::s'g?efmd to A) Exempt B) c:&’mglﬁég::m C) Finad Tax Withheld/Paid
Enﬂl Withholding

Interasts o] [} o]
Royalties ol ] ol

Dividends o ‘a ol
Prizes and Winnings 0 o
Sale/Exchange of Real propartics A) Sale/Exchangs #1 B) Sale/Exchange #2
Dascriplion of Property (e.g. fand, impravemant, elc.)
CCTACT/CCTMax Daclaration Mo.

Certlficate Aulhorizing Registration (CAR) No

Actual Amount/Falr Market ValugiNet Capita) Gains
Final Tax Withheld/Paid

) —_—

‘ —
£~ Sale/Exchange of Shares of Stock A) Sale/Exchange #1 B} Sale/Exchange #2
Fu Kind{PS/CS)/Stock Certificale Series No, [ 1 [

jt1 Certificate Autharizing Registration [CAR) No.
12 Number of Shares

13 Date of lssue (MWDD/YYYY)

14 Actual Amount/Fair Merket Value/MNel Capital Gains
16 Final Tax Withkeld/Paid

A) Other Incoms #1 8} Other income #2
| | t J
[18 Total Final Tax Withho!d Pald (Sum of liems 1C to 4C, 94, 95, 15A, 158, 16A & 168) | oif
| Schedule 13 - Gross Income/Receipta Exempt from Income Tax |
[1 Retum of Premivm (Actual AmountFair Markel Value) [ d |
Parscnel/Real Propertias Recaived A) Personal/Real Propertios #1 | B) Personal/Rea) Propariies #2
Glfis, Bequasts, and Devices
Description of Property {e.g. land, improverant, etc.)
Modes of Transfer (e.g Donation)
Certificate Authorizing Regisiration (CAF) No.
B Actual AmountFalr Market Value
) Other Exompt Incomo/Recolpty A} Cther Exempt Income #1 8) Other Exempt income #2
Other Exempt Income/Recaipls Under L J [ |
32 (B) of the Tax Code, as amended (Spacify)
Actual Amount/Fair Market Value/Net Gapltal Gains [ [ f l
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WATERERONT

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 lacome Tax Retura for the year ended December 31,
2018. Management is likewise responsible fur all information and representations contained in
the financial slatements accompanying the Annual income Tax Retum covering tlie samne
reporting period. Furthermare. 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 ax andior percentage tax returns, withholding tax returns,
documentary stamp 1ax returns, and any and all other tax returns.

In this regard, the Managenser aifirms that the attached audited financial stateinents for the year
ended December 31, 2018 and the accompanyving Annual Income Tax Return are in accordance
with the books and records of Waterfront Philippines, Inc., complete and correct in att imaterial
respects. Management likewise affirms that:

(a) the Annual income Tax Retun has been prepared in accordance with the provisions of
the National Imernal Revenne Cade. as amended, and pertinent tax reguolations 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 Lo financint accomting standards Philippine Financial Reporting
Standards and the preparation of the income tax return pursuant to wx 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 relevanl issuances;

{c} Waterfront Philippines, Inc. has filed all applicable tax returns. reports and statements

required 1o be filed under Phitippine tax laws for the reporting period. and all taxes and

other impositions shown thereon w be due and payable have been paid for the reporting
period. except those coniested in goud Taith.

igned under oath by the folluowing:

D
fhate B. Magadia n T. Gatchalian
Chairman of the Board :

3

AN j:-‘.{‘ i
Precilla O. Tariano
l( rporate Finance Director

Signed this AERN%!". 2019 2019 .

SUBSCRIZEL AT TI0RN te
i Cebu City, Fhilinmpines. E
anan;PuﬁI[t:

e il Beeeta Tl 2019 Ceb
00c. NO. L“J - i cory Ro Nof;?r"s. L vy Ciry
PAGE NO, 7 R U Sapsm st Cabu oy
BOOK NU,_, L 1B 1O, 555125 il L T TRE e cobu c

Rﬂll NO. 19025 May 9; 1954
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WATERFRONT

PHILIPPINES, INC,

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of Waterfroat Philippines, Ine. is responsible for the preparation and fair
presentation of the financial statements inciuding the schedules attached therein, for the years
ended December 31, 2018 and 2017, in accordance with the prescribed financial reporting
framework indicated therein, and for such intemal control as management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial staterments, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable matters related o golng concermn
and using the going concemn basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company’s financial reporting process.

The Boand of Directors reviews and approves the financial statements including the schedules
attached therein, and submits the same to the stockholders or members.

R.G. Manabat & 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 to the
stockholders or members, has expressed its opinion on the faimess of presentation upon
completion of such audit.

ed under oath by the following:

nato B. Magadia
hairman of the Board

¥ "
illa O, Toriano
rporate Finance Director

Signed thiABBdgv 3 2019 2019

SUBSCRIBED AND SWORN to befofdr
2019, in Ceby City’, Phillp'pin ;

o i December 31, 2019 Cebu gff
Do, Ng. Yoy p Rotaffel Carmicsion No, 514 ey Olty
PAGE Nr‘. 2" Flogr; Hoom 2/ I.G\‘Su:. g, 26 D. JakoSaizm St., Cebu City
BOUK NUs G 0. SSTCE 12 oaras o P by Chy
BP NO. wt $E: 8302 LIFETIME MEM Cebu €
SERIES OF _ 00 MCKZ COMPLIANCE iiC, V/ - 000438 D ecember 18 2014 08 2013
Rol! No. 19025 May 9 19564



WATERFRONT PHILIPPINES, INCORPORATED
AND SUBSIDIARIES

CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2018 and 2017
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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 +83 (2) 894 1985
intemet 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, Csbu

Opinion

We have audited the consolidated financial statements of Waterfront Philippinas,
Incorporated and Subsidiaries (the Group), which comprise the consolidated statements
of financial position as at December 31, 2018 and 2017, 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, 2018, and
notes, comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in al!
material respects, the consolidated financial position of the Group as at

December 31, 2018 and 2017, and its consolidated financia) performance and its
consolidated cash flows for each of the threa years in the period ended

December 31, 2018, in accordance with Philippine Financial Reporting Standards
{PFRSs).

Basis for Opinion

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 Financlal Staternents secticn of our
report. We are independent of the Group in accordance with the Code of Ethics for
Professlonal Accountants in the Philippines (Code of Ethics) together with the ethical
requiremants that are relevant to our audit of the consolidated financial statements in the
Philippines, and we have fuifilled 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 opinion.

PRC-Go Rogistration Mo, 9007, vl ud? hisfen 15, 000

SEC Azcrediaion Nz, C00HFR S, Groap A, vOm wrtl Mowaoms 15, X080
B Avcrodtudon Mo, F20F DR, waid vet Augas 20, 2000
R G Mannoat A Cu A PHilopsra RAMNISREG 2rd 4 miibed e 0 T KIS notwisk of aalseidon BED . Gaeced Basma) Audicns, CRegay A v2 3 B Iyl 1l prriod
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Key Audit Matiers

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements of the current period.
These matters were addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

Revenue Recognition
{P1.85 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 expactaticns and profit based targets may place pressure on
management to distort revenue recognition. Although the Group’s revenue
transactions are noncomplex and no significant judgment is applied over the
amount recorded, we however considered the potential for management override
to achisve revenue targets,

Our response

As part of our audit procedures, we evaluated and tested the intemal controls
over the completeness, existence and accuracy of revenue recognized in the
consolidated financial statements. We performed analytical procadures, 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 irregular tems posted. We assessed whether the Group's ravenue
recognition policies are in accordance with PFRSs.

Valuation of Property and Equipment
(P5.10 billion, ses consolidated statement of financial position and Note 9 to the
consolidated financial statements)

The risk

©On March 18, 2018, a fire broke out in a subsidiary’s hotel property that
damaged the lower floors of the main building as well as the podium building
occupled by the casino area and restaurants in the subsidiary’s hotei proparty
that rasultad to the suspension of its hotel operations. In connection with the
foregoing, the subsidiary engaged an accredited independent extemnal appraiser
to perform the valuation of the properly and equipment after the fire. The
valuation model applied to determine the value of property and equipment is
complex and sensitive to assumptions. We focused on the valuation adjustment
due to the amount involved being considered material and due to the significant
judgment involvad in assessing the falr value of these assets.

Our response

As part of our audit proceduras, we assessed the appropriateness of the
valuation method applied and assumplions used in detenmnining the fair value as
raported by the independent external appraiser and considered whether it was in
accordance with PFRSs and generally accepted business practices. We also
performed an evaluation of the competence, independence and integrity of the
external appraiser. Lastly, we assessed the adequacy of the subsidiary's
disclosures of property and equipment to determine whsther they met the
disclosure requirements of relevant accounting standards.



Kl

Accounting for Insurance Claims
(P629.07 million, see consolidated statement of profit or loss and other
comprehensive income and Notes 1 and 5 to the consolidated financlal statements)

The risk

In relation to the fire incident on March 18, 2018 that damaged the subsidiary's
property and equipment and resulted to the suspension of its hotel operations,
the subsidiary was insured for property damages as well as business interruption
and, as at December 31, 2018, is still negotiating with the insurance company
over the amount of the insurance claims. The determination and recognition of
the amount to be received as insurance claims involve significant judgment. We
focused on these areas because of the high degree of subjectivity and the
significant uncertainty on the amount of insurance claims that the subsidiary
should recognize in its financial statements.

Qur response

As part of our audit procedures, we reviewed the insurance policy to determine
its validity and enforceability. In addition, we evaluated whether the right for the
subsidiary to assert a claim has occurmed and it has an unconditicnal contractual
right to recaive the compensation. We also assessed the timing and adequacy of
the insurance claims income recognized by the subsidiary and inspected related
supporting documents. Lastiy, we assessed the adequacy of the subsidiary’s
insurance claim disciosures and determined whether they met the disclosure
requirements of relevant accounting standards.

Other information

Management is responsible for the other information. The ather information comprises
the information included in the Securities and Exchange Commission (SEC) Form 20-1S
{Definitive Information Statemant), SEC Form 17-A and Annual Report for the year
ended December 31, 2018, but does not include the consclidated financia! statements
and our auditors’ report thereon. The SEC Form 20-IS (Definitive Information
Statement), SEC Farm 17-A and Annual Report for the year ended December 31, 2018
are expected to bs made available to us after the date of this auditors’ report.

Our opinion on the consolidated 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 becomas available and, in doing
so, consider whather the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit, or ctherwise
appears to be materially misstated,

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

Management is responsible for the preparation and fair presentation of the consolidated
financiat statements in accordance with PFRSs, and for such internal control as
management determines is necessary to enable the preparation of consolidated
financial staterents that are free from material misstatement, whether due to fraud or
error.
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In preparing the consolidated financial statements, management is responsible for
assassing the Group's ability to continue as a going concern, disclosing, as applicable,
matters related io going concern and using the going concern basis of accounting unless
management either intends to liquidate the Group or to cease operations, or has no
realistic alternative but to do so.

Those charged with govermance 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 reasonable 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 our opinion. Reasonable
assurance is a high fevel of assurance, but is not a guarantee that an audit conducted in
accordance with PSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are congidered 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:

v [dentify and assess the risks of material misstatement of the consolidated financial
statements, whethear 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 maierial misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control,

v Obfain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of exprassing an opinion on the effectiveness of the Group’s internal control.

v Evaluate the appropriatenass 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 concermn basis
of accounting and, based an the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Group’s ahility 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. Our conclusions 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 fo continue as a going concern.

o 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 mannear that
achieves fair presentation.
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= Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the
consolidated 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, ‘includmg 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 relevant 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 ware of most significance in the audit of the consolidated financial
statemenis of the cutrent period and are therefore the kay audit matters. We describe
those matters in our auditors’ report unless law or regutation 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 resuilting in this independent auditors’ report is
Tireso Randy F. Lapidez.

R.G. MANABAT & CO.

. d :
oa ;Zz"’ﬁ% Ay
TIRESO RANDY F. {APIDEZ !

Partner
CPA License No. 0092183
SEC Accreditation No. 1472-AR-1. Group A, valid until July 2, 2021
Tax identification No. 162-411-175
BIR Accreditation No. 08-00'1987-34-2017
Issued September 4, 2017 valid until September 3, 2020
PTR No. MKT 7333620
Issued January 3, 2019 at Makati City

April 26, 2019
Makati City, Metro Manila



WATERFRONT PHILIPPINES, INCORPORATED A

CONSOLIDATED STATEMENTS OF FINANC

Note 208" c ol YT Y
\‘-‘- I,

ASSETS j
Currant Assets :
Cash and cash equivalents 4,21 P712,642,027  P345,929,975
Receivables - net 5 21 581,481,947 228,360,959
Noles receivable 8 21 253,974,325 195,007,214
Inventaries 5 24,506,411 33,918,796
Due fram related parties - current portion 8 21 2,084,710,566 1,602,120,064
Prepaid expenses and other current assets 7. 21 137,868,683 97,563,340

Total Current Assets 3,775,183,959 2,502,900,348
Noncurrent Assets
Equity securitias - at tair value through other

comprehensive income 8 21 21,729,670 16,267,140
Bue from related parties - nancurrent portion 8 21 1,433,580,249 347,927 681
Property and equipment - net 9 503,219,378  G,3904987 564
Deferred tax assels 19 117,373,238 64,994 497
Retirement benefits asset 18 6,792,998 -
Qther noncurrent assels 10, 21 198,442,098 30,221,983

Total Noncurrent Assels 6,881,137.,829 6.843,908,245

P10,656,321,788 P9,352,809,593

LIABILITIES AND EQUHTY
Current Liabilities
Accounts payable and accrued expenses 11,21 P1,631,392,632 P1,468,215,052

Loans payable - current partion 13, 21, 25 650,000,000 375,000,000
Incame tax payable 23,394 447 70,613,726
_Other current liabilities 12, 21 220,962,378 15,377,744
Tatal Curreat Liabilities 2,525,749,457 1,928,206,522
Noncurrant Liabilities

Loans payable - noncurrent portion 21,25 1,168,085,107 -
Deferred tax liabfiities 19  1,019,149,566 1,275,069,230
Retirement benefils liability 18 - 124,481,905
Other noncurrent liahilities 14, 21 6,411,477 6,537,320
Total Noncurrent Liabilities 2,193,646,150 1,406,088,464
4,719,395,607  3,335,204,086

Farward




December 31

Note 2018

2017

Ecpuity Attributablo to Equity Holders of the

Parent Company
Capital stock 16 P2,498,99,753 P2,488,891,753
Additional paid-in capiltal 706,364,357 706,364,357
Revzluation surplus on properfy and equipment 9 1834710345  2,211,108,991
Relirement benefits reserve 101,808,860 83,695,458
Foreign currency translation adjustment 47,004,278 52,542,000
Fair value resarve 5,105,963 2,063,223
Refained earnings (accumulated deficit) 13,785,652 (404.632,514)
Totial Equity Attributable to Equity Holders
of the Parent Company £,207,871,208  5,150,133,268
Noncontrolling Interests 16 729,054,973 867,381,339
Total Equity 8,938,926,181 6,017,514,607
P10,656,321,783 9,352,809,593

Sog Noles io the Cansolldated Fingnclal Statamants.



WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

Years Ended December 31
Moie 2018 2017 2018
REVENUES
Rooms P704,251,806 P752,685023 P662,116,100
Food and beverage $30,701,271 629,397,919 §95,040,745
Rent and refated income 22 23 476,330,724 675,827,680 805,703,911
Others 38,628,080 47,021,801 72,484 476
1,849,911,891  2,104,932,423 2,135,345,241
COSTS AND EXPENSES OTHER
THAN INTEREST,
DEPRECIATION AND
ARIORTIZATION, IMPAIRMENT
LOSSES AND INCOME TAX
Energy costs 306,047,619 339,742,550 330,679,391
Personnel costs 18 299,570,244 326,883,250 336,524,229
Food and beverage 6 231,056,422 222,585,682 208,718,438
Repairs and maintenance ] 68,093,484 48,696,483 48,610,121
Rooms 26,485,249 30,336,459 37,016,392
Rent 23 43,677,581 37,408,179 47,932,759
COthers 17 415,539,675 415,150,260 352,807,807
1,380,470,374 1,420,782,883 1,362,379,137
INCOME BEFORE INTEREST,
DEPRECIATION AND
AMORTIZATION, IMPAIRMENT
LOSSES AND INCOME TAX 459,441,617 684,149,580 772,866,104
DEPRECIATION AND
AMORTIZATION, INTEREST
AND IMPAIRMENT LOSSES
Casuzlty losses - net 1,6 9 410,172,382 - -
Depreciation and amorization - g 264,684,158 355,307,819 255,392,265
interest expense 13,22, 25 161,702,483 60,222,509 80,144,299
impairment logses 5 4,942 908 632,751 3,442 842
Foreign exchange (gains)
losses - net (2,844,716) 10,364,853 12,007,679
Interest income 4,8 (98,420,887) (42,276,087) {39,869,178)
Others - net {11,091,784) 714,766 {9,550,150)
) 729,144,844 384,967,631 301,577,157
{LOSS) INCONSE BEFORE
INCORE TAX (269,702,927 299,181,929 471,388,347
INCORE TAX (BENEFIT)
EXPENSE 19 {167,773,765) 100,448 728 152,503,361
WET {LOSS) INCOWE {111,928,182) 198,733,201 318,884,986

Forward



Yaars Ended December 31

Note 2018 2017 2018
OTHER COMPREHENSIVE
INCOME {LOSS)
items that will nevar be
reclassified to profit or 1oss
Appraisal increase on property
and equipment g P - P - P913,101,845
Unreglized gain on equity
sacurities at falr value through
other comprehensive income 8, 21 5,462,730 - -
Remeasurement gains (losses)
on defined benefit plan 18 44,879,613 (36,534,724) 8,322,875
Deferred tax effect 19 {13,463,885) 10,960,417 (276,427,356)
36,878,458 {25,574,307) 644,997,164
Itams that may be reclassifiad
subsequanily to profit or loss
Unrealized loss on avallable-for-
sale investment recagnized for
the year 8, 21 - (867,100) {1,387,360)
Fereign currency transiation
differences for forelgn operations (5,537,722) 10,855,821 9,243210
(5,837,722) 9,968,721 7,855,850
31,320,736 {15,585,586) 652,853,014
TOTAL COMPREHENSIVE
INCOME (P90,588,426) P183,147,615 P971,738,000
Net {loss) income attributable to:
Equity holders of the Parent
Company P42,019,520 P217,837648 P287,362,497
Nonconirolling interests 16  {153,948,682) (19,204,447} 31,492,489
(P111,928,162) P198,733,201 P318,884,988
Total comprehengive Income
attributable to:
Equity holders of the Parent
Company P57,737,840 P209,786,336  P854,154,052
Noncontrolling interests 16  (138,326,366) {26,638,721) 117,583,848
(P80,588,426) P183,147615 P971,738,000
EARNINGS PER SHARE -
Basic and Diluted 20 PO.O17 P0.0B7 P0.115

See Nolas fo the Consofldated Finencis! Statemonts.



WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

CONSCLIDATED STATEMENTS OF CHANGES IN EQUITY

Equity Attributable te Equity Holders of the Parent Company

Rovaiyation Fareign Rotoinzd Nen-
Caphtat Additienn Surplius on Redrement Currehey Esmings contrelling
Stock Pald-in Froperty and Benofits  Transtetton  Falr Valus (Accumulated Intorents Tota!
fivte 16) Capltel Equlpment Resarva  Adjustment Resorve Deflefl) Total {Nole 16} Equity
Ap nt Janvary 1, 2018 P2,/498,991,763 P705,384,367 P2 211,408,991 P83,895 458 PS2642000  P2063,223 (P404,632 514) P5,150,133,268  PBS7,381,335 PE017.614.607
Total Comprehonsive Incemo for the Year
et toss for the year - - - - - . 42,019,520 42,018,520 (163,048,652} (114,929,162}
Other camprehensiva Income - nel of tax effect - - - 18,213,402 {6,537,722; 3042740 - 15,716,420 15,822,316 44,340,736
- - - 18,213,402 {6,537,722) 3,042,740 42,019,520 §T,757,840 138,328,388} {80,589,428)
Trangter of revaluation surplus absorbed tkmugh
depreciation ang casually foss for the year - nel
of tax atiact - . {376,386 646} - - - 376,388,546 . . .
As 8t December 3, 2016 P2,458,501,753 P708,354,367 P1,634,710,345 P101,808,880 P4Y,004,278  PE105,883 P43,786,082 P8,207,874,208  P729,054,973 P35,938,926,181

See Noles lo the Consolidated Finenclel Statemenis.



WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

CONSOLIDATED STATEMERNTS OF CHANGES IN EQUITY

Equity Atishutabla to Equity Hotders of tha Parsat Company
Revaluation

Forelgn Nan-
Capitat Surplus on Retfremnent Cumency controdiing
Slock Addltional Propesty and Benefils Translatlon Falr Value Accumulated {ntarests Tatal
{Note 15) _ Pald-In Capiial Equipment Resarve  Ad(ustment Resecve Daficht Tata} (Nota 16} 2
As i January 1, 2017 F2,498 001 753 P708,3684,357 P2.349.524.498 P102,082,568 P41,B88,1789 P2,883,245 {P760.905,887) P4,040,346,932 P854 020,060 P5.834,360.602
Tokal Comprahensive income for the Year
Nat Incama for the yaar . - - - - - 217,837,648 217,837,848 {19,204,447) 168,753,201
Qther comprehansive incoms - nat of tax affect - - - {18,387 111} 10,655,823 (B20,022) - {B,161,317) 7,434,274) {15,585,508)
. - - {18,387,111) 10,855,821 (820,022} 217,837,648 205,785,336 {28,638,721) 183,147 615
Transfer of mvaluation surplus absorbed Tirough
cepreclation for the year - nal of tax effect . - {138,415 505) - - - 138,415,505 - - -
As 81 Docambar 31, 2017 P2,488,081,753 P708.304.357  P2,211,100,981 P83,805.458 PE2542,000 P2053.223 {P404.832.514) P5150,133268 PBA7,381,339  PB,017,614,807

See Noles (o the Consolidatud Finanpie! Statemeonts.



WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

pmmmnmmamwm
Ravaluetion

Forign Naon-
Capital Us on Retremant Curaney contraliing
Sinck Additonal Progerty and Bengfity Tronstation Fair Value Accumubed intorests Tota!
(Note 18} _ Paid-in Capitai Equipment Reserve Adiustment fleserve Defcil Total {Ncte 18) Equity
Aa at January 1, 2018 P2,409.801,753  P708,364,357  P1,841,118443 P101,280, 259  P32447888 P31 456005  (P1.087,4690,008) P4.088,182.880  P776,420,112  P4,882.625,892
Tolal Comprehenslva incoma for tha Year
Ne{ income for the yoay - - - - - - 287,392,497 287,302,407 21,482 489 318,884,289
Qher comprehansive Income - et of tax effact . - 857,282,121 1,008,884 9,243,210 {T72,760) - 566 761,555 88,091,458 852 853,014
. . 567,282,121 1,008,804 8,243,210 {Tr2,780) 287,282,407 854,154,052 147,563,948 B1,739,000
Transfar of revatustion sumplus absorbad thraugh
depreciation for tha year - ne! of tax afect - - {48,878,086) - - . 48,076,038 - - -
Change In retiremant benefils esarve . - - B74) - - 205674 . - -
As ot Dacamber 31, 2018 P2.493,001,752  PT08,384367 P2,349.824,406  P102,002600 P41,688,178  P2,003,245 (P780,885,667) P4,040,340,032 P04,020050  P5,534,383,002

Soaa Noips to the Consofdaled Financial Sielements.



WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31

Note 2018 2017 2016
CASH FLOWS FROM
OPERATING ACTWVITIES
(Loss) income befora income tax (P289,702,927) P289,181,828 P471,388,347
Adjustments for;
Casualty losses - nat 1,6 9 410,172,382 - -
Depreciation and amortization 9 264,884,158 355,307,819 255,382,265
Interest expense 13, 22, 25 161,702,483 60,222 508 80,144,299
Retirement benafite cost 18 19,658,475 21,186,913 20,814,752
Impairment losses 5 4,842,808 632,751 3,442,842
Gain on disposal of property
and equipment - - - (947.110)
Gain on reversal of allowance
for impairment losses 5 {8,350,581) - -
Unrealized foreign exchange
{gain) loss - net {8,382,438) 10,855,821 9,243,210
Interest income 4,8 98 42 276,08 39,859,178
476,303,573 705,121,675 799,619,427
Changes in;
Receivables 2,204 475 6,453,437 {25,188,037)
Invantories 3,824,972 (5,731,692) 1,111,077
Prepaid expenses and other
current assets (40,305,343} (7,160,375) {13,420,759)
Accounts payable and accrued
BXpenses 102,955,348 49,628,652 {14,410,832)
Other current liabilities 205,684,634 (10,266,440} (523 676,858}
750,587,659 738,043,257 224,134,320
Interest raceived 4 4,015,380 1,902,783 £05,729
Retirement contributions paid 18 {25,000,000) {21,450,000) (21,050,000)
Retirement benefits paid 18 {81,083,765) {10,317,597) {9,606,808)
interest paid (101,480,251) - (63,185,329)
Income taxes pald {211,207,802) (176,585,272)  (85,130,822)
Met cash provided by operating
activities 335,841,231 531,593,171 45,657,080
- CASH FLOWS FRORM
INVESTING ACTIVITIES
Changes in:
Due from related parties (1,473,837,673) (31,577.221) 69,298,558
Other noncurrent essets (168,220,135} {2,656,361) 12,710,611
Notes receivable B (68,987,111}  (195,007,214) -
Additions to property and
equipment 9 {11,083,615) (160,775,833) (9,668,747}
Proczeds from sale of property
and equipment - - 8,928,615
Proceeds from inguranca clalms
on property damage 1 300,000,000 - -
Net cash (used in) provided by
investing aclivities {1,412,088434) (389,917,719) 111,269,037

Forweard



Years Ended Decomber 31

Note 218 2017 20186
CASH FLOWS FROM
FINANCING ACTIVITIES
Proceeds from loan avaliment 25 P1,500,000,000 P - P -
Loan payments 25 {56,914,893) - {121,030,050)

Change in other noncurrent

liabilities (125,852)

{40,630} (4,769,144)

Net cash provided by (used in)

financing activities 1,442,959,255 (40,630) (125,799,154)
NET INCREASE [N CASH AND

CASH EQUIVALENTS 366,712,052 141,634,822 31,126,933
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR - 345,928,978 204,295,153 173,168,220
CASH AND CASH EQUIVALENTS

AT END OF YEAR 4 P712,642,027 P345929975 P204,295,163

Seg Notes iv the Consclidaled Financlal Stalements.



12. Other Current Liabilities

This account consists of:

Noto 2018 2017

Concessionaires’ and other
deposits 21,22 P218,428,780 P12,623,373
Deferred income 1,633,598 1,754,371
Others 21 1,000,000 1,000,000

220,962,378 P15,377,744

Others represent a P1.00 million unsecured short-temn 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. GIRDI is a defendant in a
collection case filed by a local bank involving an unsectired short-term loan obtained.
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 believes that the carrying value of the liability retained in the
books as at December 31, 2018 and 2017 sufficiently represents the amount of
possible ligbility that GIRDI may seftle in the event that this case will ultimately be
activated and decided against GIRDI.

13. Loan Payahle

Socig! Security System (S85) Loan

On October 28, 1999, the Parent Company obtained a five-year term loan from S8S5
amounting to P375.00 million originally due on October 29, 2004. The 5SS 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. Initiat 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 & one-year grace pericd.

The SS§ loan was availed to finance the completion of the facilites of WCCCHI. It
was secured by a first morigage over parcels of land owned by WII, 2 related pany
and by the assignment of 200 million comman 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 parlies.

On August 7, 2003, when the total loan abligation to SSS, indluding penalties and
interest, amounted to P605.00 milion, the Parent Company was considered in
default with the payments of the loan obligations, thus, on the same date, S$8S
executed & foreclosure proceeding on the mortgagad parcels of land. The S8S's
winning bid an the foreclosure sale amounting to P198.00 million was applied to
penatties and interest amounting to P74.00 miflion 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 untili December 2003, and unpaid
interest expense of P32.00 million.

The Parent Company, Wil and TWGI wera given the right to redeem the foreclosed
property within one (1) year from Octaber 17, 2003, the date of registration of the
certificate of sale. The Panent Company recognized the proceeds of the foreclosure
sale as its fabiflity to Wl and TWGI. The Parent Company, however, agreed with
TWGI to offset this directly against its receivable from the {aftar. In August 2004, the
redemption period 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 totaling 235 milfion and
80 million shares, respactively. :

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

On June 18, 2004, the RTC of Que2on City issued its first order granting S55'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 miliion, 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 Attachment and Amended Motion to Set Aside
Order of Attachment, respectively.

On January 10, 2005, the RTC of Quazon City Issued its second order denying the
Parent Company's petiton after finding no compelling grounds to reverse or
reconsider its Initial findings dated June 18, 2004. In addition, since no writ of
preliminary attachment was actually issued for failure of SSS {o file a bond on the
specified date, the RTC granted SSS an extension of fikeen (15} days from receipt of
its second order {o post the required attachment bond.

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
fieu of @ 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 is third order denying the Farent
Company’s petiticn and granted $SS the 30 day extension to post the said
attachment bond. Accordingly, on August 25, 2005, the Parent Company filed a
Motion for Recensideration (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
Novembar 3, 2005, the Parent Company submitted a Petition for Certicrari before the
Court of Appeals (CA) seeking the nullification of the orders of the RTC of Quezon
Clty dated June 18, 2004, January 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, 2008, the CA granted the Parent Company’s petition for the issuance
of a writ of preliminary injunction prohibiting the RTC of Quezon City from
implermneanting the questioned orders.

On August 24, 2006, the CA issued a decision granting the Petition for Certiorari filed
by the Parent Gornpany on November 3, 2005 and nullifying 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
parmanant.
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Accordingly, SSS filed a Petition for Review on Certiorari on the CA’s decision before
the Supreme Court (SC).

On November 15, 2008, the First Division of the SC issued a Resolution denying
888's pelition for fallure of SSS to sufficiently show that the CA committed any
reversible emor in its decision which would warrant the exercise of the SC's
discretionary appelfate jurisdiction.

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

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 info 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 dscision, the RTC of Quezon City directed
the Parent Company to return to $SS the princlpal amount of loan amounting to
P375 miliion and directed the SSS to return to the Parent Company and to its relatad
parties fitles and documents held by S5 as collaterals.

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

On May 16, 2018, 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, 2018, a resolution for possible seftlemnent was recelved 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
Januvary 23, 2017 fo choose thelr mediator and the date of initial mediation
conference and to consider the possiblility of settlement. Since the Notice to Appear
was belatedly received, the parties were not able to appear hefore the PMCU-CA.

On February 27, 2017, a Second Notica 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 mesting.
The Parent Company failed to appear.

On June 30, 2017, a resolution Issued by the CA, resclved to submit the appeal for
decision,

As at December 31, 2018, there had been no updates on the matter.

Outstanding principal balance of the loan amounted to P375.00 million as at
Decaember 31, 2018 and 2017. Interest expense related to the SSS loan recognized
in the consolidated statement of profit or loss and other comprehensive income
amountad to P60.00 miltion, PS0.00 million and P60.04 million in 2018, 2017 and
20186, respectivaly. Accrued interest and penalties, presented as part of "Accrued
interest and penalties® under “Accounts payable and accrued expenses” account in
the consolidated statement of financial position, amounted to P988.36 million and to
P926.36 million as at December 31, 2018 and 2017, respectively (see Note 11).



14. Other Noncurrent Liabllities

The account consists of;
Note 2018 2017
Concesslonaires’ deposit 21 P§,589,345 5,342,247
Accrued rent 722,132 1,185,082
P6,411,477 P6,637,328




16. Segment information

The Group's operating businesses are organized and managed separately according to hotel property location, with each segment
representing a strategic business unit. Segment accounting policies are the same as the policies described primarily in Note 26 to the
consotidated financla! statements.

The following teble presents the revenue and profit Information regarding industry segments for the years ended December 31, 2018, 2017
and 2016 and certain asset and fiability information regarding industry segments as at Decembar 31, 2018, 2017 and 2018 (in thousands):

For the Year Endad Dacember 31, 2018

Paront
Campany and APMEC and
WCCCHI WRCH DiHe Ctharo Subzidizry Teted Eliminations Coneclidated
REVENUER '
Exiame? 8&las M 418778 FAZ4,005 F240,87F P26,086 P5S4373 P1,684, 148 (14,237) Pt,048,512
RESULTS
mont o rofif PA20,288 P195,555 P34 442 {P14,462) [P174,391) P49 442 P - P45R,342
QTHER (INCOHE) LOSS
Casually loze on damaged properiies - - - - 10,472 410,472 - 440,172
Beprodietion end amortization 148,88 64,648 19,712 2,190 4708 264,684 - 264,884
trinrnat expenze 103,460 - . uo,sr2 - 181,852 (30,180) 161,702
Impairmer losnes et - 406 - 892 2,548 4,943 - 4,543
Intarnst tnooma {65,160) {3.259) tl) {83,088) {8,357} l"m; 30,160 {88,424)
Othars - ned - - - f2.741) 2,351} {11,092} - {17,002)
166,248 02,088 8,008 %170 447,028 Tan 143 - T20,943
INCOME TAY, EXPENSE (EENEFIT) 73224 42851 1,119 (6,838) {270,030) (245,8M) - 488M)
NEY INCOME (LOSS) P162,610 P400,800 P47,527 {P34,208} (P348,388) (P23, EY0) [ {PasEve)
OTHER INFORMATION .
Begmant assets 74,653,200 P1,545,863 PT80,408 P5,711,086 P1,708,447 Pi4.428,181 (P3.890,10%) P10,835,948
Dafared tay seset 2,428 g7e 2391 35,788 4R 120,014 - 122041
Consotidaind Totol Asats P4,258,T06 1,546,634 PrE2767 P& 14T 8T 1,842 640 14,551,162 {P1,090,183) 0,660,950
Segmen ianlites P2,840.978 P194.701 P&7.B54 P3,262,704 P333.766 Pa.ELTES {P2.850,537] P3,700,245
Doforred tax liabiitias 403,989 183,238 SE2B67 483} 248,248 o8, 128 . 036,120 _
Coneofldated Totn! Liabltiios 73,245,006 ol b ] P20 M £3.202. 2% Pe00,635 P7,585,8%2 (P2,5%8,63T) P4.838.678
Othar Sogmont [nformation
Cepital expendituos P2,716,462 Pans Bt P56 105 M2t PO30,863 PE,103,210 P - P8,103,218
Deprecletion and amortizalion 149,218 84040 10,742 2480 e 284,664 -
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For the Year Ended December 31, 2017

e e e i R, B

Compary and APHC and
WCCCHI WMCH] DiHE! Cthers Subsldiary Total Efiminatigns Consolidated
Extemal sales P1,053,511 F408.026 P180.628 16,704 P&38.656 PZ.113.423 FB.481) P2,104,932
RESULTS
L rofit P422,155 P205028 P28,827 (P37,752) £85921 P&g4,150 P . PEB4. 150
OTHER (INCOME} LOSS
Deapreciallon and 155,623 58,802 12,584 2ATE 128,243 355,308 - 366,508
exponsa - - - 80,223 . 60,223 - 60,223
Fomign exchangs osace - - - 10,366 - 10,356 - 10.388
P - - - 747 833 1,380 4N 833
tntares! income {852) (170 £428) {40,378) {310 (42,278} - {2,218
Qthors - - - - Ex] - kx| 831 fal
164,631 56,732 41,738 33,467 128,666 365,034 (68) 384,988
INCOME YAX EXPENSE (BENEFIT) 83,338 44,438 4,888 {13,836) (18,858} 109,449 - 100,448
NET INCOME {LOS5) PB4, 267 P103,858 PIzoM (PE7.613) {P43,956) PIBS,667 P66 P188,733
QTHER INFORMATION
Segmont Besols P3,251,87% P1,357 487 PT11,208 P4,393,020 P2,273,527 12,407 222 P3,110,408) Pa.247 B18
Ooforod tax azsols 5581 {803) (2089 18,489 42821 64,894 - 64,904
Canaclicated Tolel Assels P3,257,660 P1,356,664 PI09,115 P4,B32,500 P2,316,348 P12472246 {P3,118,408) P3,362,810
Segment fakites P1,674,478 P65,897 Paz.788 P2,307 851 P268,047 P4 240,133 {F2.188,50T) P2.030,220
Dodorrod tax lahiios - et 427,511 385,188 159,572 - 492818 1275080 . - 1275068
Consolidaied Totn) Linbiies P2,001,990 P261,085 P162,331 P2.307 B51 P761,488 PEB24 502 {F2,186,507) Pa,335,265
{lher Bogment Information
Cuplal expesidires P2,885,580 P48 559 P51 87T P&162 P1,999,520 8,300,456 P - 6,250,464
—Deprciation and emertization 185,523 56,902 12,184 2,478 126243 38530 . 355508
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Fat iha Year Ended Dacembar 3, 2018

Faron!
Compeny and APHC and
WCCCRI WMCHI DHC| Others Subgldlary Total Eminationa Consolidated
REVENUES
Exteran] setos PE51 438 P263.471 P181.532 P48.115 P589,237 P2,144,409 {P,154) P2,135,346
RESULTS
_ Seprmend operuting profit 393271 P65 921 30,320 {P33,276) ALy PYr2057 )] P72 966
OTHER {INCOME) LOSS
Dapreciation end emonitzation 102,200 3,348 12,303 RQ4D 102,443 265,382 - 255,982
Irterest expense 65,008 3,424 - 1B8 11,518 80,145 - £D,144
Foreign oxchange [oeses - nst - - - 11,334 874 12,008 - 12,008
Impakraent lotsas - 2,761 - 83,338 859 58,250 (82.807 443
Enterest incame (1303 (135} (203} {36,357} &0 (35.858) - {38,859}
Others - not . - . {10,854) L] {10,854) 1,304 (9530}
167.078 38,892 12,160 20807 115,254 363,081 {6,503} 301,578
INCOME TAX EXFENSE {BENEFIT) 58,569 36,503 5772 7,662 30,997 152,503 - 152,503
NET INCOME (LOSS) P157,624 PB7.528 P12.306 (P70,825) PHAT P257,363 Po1,602 P3te.ees
OTHER INFORMATIGN
Sopmen! essels P3,280.847 P1.277,284 FA26.685 P4,858,080 2,318,169 P12,527,185 (P3,450,926) P0,065.250
Dafarred 2x assels - - - 1,319 - 219 - 118
Consolidated Total Asacis P3.2B0.847 P1,277,354 Pog8,685 P4,BET.405 P2,318,169 P12,528,504 {P3,460.026) P9.0487.576
m Ratilites P1,753.8897 PTT.O70 P20.625 P2.385. 438 P70 P4,483.042 P2,530.201) .933.881
ke ahiitioy 448,732 207,025 161,692 - 464,600 1,299,540 - 1,299,548
Consolldeted Yoial Usbiilow P2202.419 P234.995 P181.817 P2,385.938 P698022 PE.763 491 (2,530,281} P3233.210
Ohar Begmerd Informatian
Caplial expendtres P3.0168,228 Peg9.B48 P380,538 PG.723 P1,881,683 P8,685,029 P - 8,585,000
Dopreciation snd emostieniion 102 200 36 12,383 5,040 102,443 255302 = 255389
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18. Capital Stock and Noncontroliing interests

Capital Stock
Details of capital stock of the Parent Company as at December 31, 2018 and 2017
are as follows:
Number of
Common
Shares Amount

Authorized capital stock:
at P1 par value per share

§,000,000,000 P5,000,000,000

Issued and oulstanding

2,498,991,753  P2,498,991,783

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

Date of Registration/Listing

Securities

March 17, 1985
(initial Public Offering)

April 18, 1886

December 15, 1999

112.50 million shares

On Cctober 7, 1904, the SEC approved the
increase in the authorized capital stock of
the Parent Company to P450.00 milllon
divided into 450 milion 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
1o 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
WCCCHTI's hotel project.

888.47 million shares

On August 7, 1993, the BOD resolved to
increase the authorized capltal stock of the
Parent Company to P5.00 billion divided
into 5 billlon shares with a par value of P1
per share. The purpose of the increase was
to accommodate the acquisiticn 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 Dacember 31, 2018, 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 resolved to incregse 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 cutstanding capital stock during the annual stockhoiders' mesting

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, 2018, the Parent Company has no updated plans to increase its
authorized capital stock, or to modify any issued shares or to exchange them to
another class,

NCis
The details of the Group’s material NCls are as follows (in thousands).
December 31, 2048 Dacembar 31, 2017
— APHC_____GIRDI ___APHC ___ GIRDI_
Peraentage of NCI 44‘& 6% 44% 46%
Carrying amount of NCI P518,974 P108.748 PB57,8656 P198,708
Net (loss) incema attributabte to NCI {P1584,336) P41 F19.473) P26
Other comprehensive Income (loss) attribulable
to NCls P15,853 P - eann P -

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

__ Docomber3, 2018 Decamberdt, 2017
APRC GIRD] APHC GIRDI
Total sssets P1,787,276  P470,322 P2273,527  P470.658
Total iabiliffes {545,446) (38268) _(T18.644) (38,683)
Mot assats P1,241,830 P432,084 P1,554,883  P431,975
Ravanue P82, 73 P1,613  P436,558 P1,565
et {foss) income (P348,389) 21 (P43,958) P5T
Othar comprehensive Income (foss) 15,335 - (16,308) .
{P313,084) P88  (P62,2684) P57
Ceah flows provided by opersting activitles {P236,773) P - P84,889 P -
Cash flows used In investing activities 136,771 - {104,762) -
Cash flows provided by financing activitiea 185,284 - 123 -
Net Increase (Decraase) In Cash P85,282 [ {P9,750) F -
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17, Other Costs and Expenses

This account consists of:
Aote __2018 2017 2016
Laundry, valet and other
hotal services P122,815,682 P121,177,477 P82,858,545
Taxes and licanses 1,970,083 58,872,008 63,208,780
Security and other
related services 39,303,457 40,176,231 34,136,908
Comorate expenses 29,180,020 31,017,805 15,857,080
Advertising 22,774,086 20,672,986 17,146,883
Supplies & 19,915,410 27,541,388 28,820,855
Professional fees 16,616,524 12,120,384 11,410,836
Data processing 16,145,135 12,788,344 11,827,756
insurance 15,865,861 20,881,793 21,856,434
Customer claims 13,215,760 . -
Commisslons 12,094,617 13,434,997 11,559,966
Representation and
entertainment 9,981,109 15,089,343 15,395,969
Fuel and oil 8,282,184 9,652,240 8,498,026
Transportation and travel 6,873,785 12,045,579 10,587,514
Communications 5,148,740 5,366,245 6,180,749
Guest and laundry valet 4,737,778 1,760,207 1,598,383
Guest amenities 4,315,162 2,209,279 3,174,403
Mesling expenses 1,507,267 1,344,423 1,580,489
Miscellenaous 15,017,127 8,808,521 7,388,186
P415,539,6876 P415,150,260 P352,897,807

Miscellaneous include recruitment expense and employee association dues.

Customer claims pertain to amounts incurred for the accommodation, hospitalization
and other assistance provided by APHC to the hotel guests after the fire incident
(3ee Note 1).

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. Contiibutions

grlud costs are determined in accordance with the actuarial studies made for the
ans.

The lalest indepsndent actuarial valuation of the Plans was as at
December 31, 2018, which was prepared using the projected unit credit method. The
Plans are administered by independent trustees (the Retirement Plan Trustees) with
assets held consalidated 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 “An Act Providing that Retirement
Benefits of Employees of Private Firms shall not be Subject to Attachmant, Levy,
Execution, or any Tax whatsoever.”
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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 financiel

position is as follows:

Retlrornent
Bonefits
Asazot Calfing Liability
2018 DBO FVPA__ Adjustment
Balance, January 1, 2018 P250,695,880 (1 P13,874,363  P124, 805
Inciuded In Profit or Loss
Cument service cost 16,097,828 - - 18,007,628
Met Intarost (income) cost 14,614,875 {9,040,345) 820,482 4,304,8452
Seltlemant gain {2,834 145) - - {2,834,145)
27,878,388 {8,040,345) 820,462 19,658,475
Included in OC|
Remmeasurement g&ins on plan agsels:
1. Actuarial {gains) loases arsing
from:
= Changes in financial assumptions  {22,308,374) - - (22,505,374)
* Changas in damographlc
assum, {10,988,676) - - (10,885,576)
= Experionco adjustments {25,009,548) - - (25,080,548)
2. Return on plan assels excluding
interost income - 13,616,741 - 13,616,731
3. Effect of asset oalling - __ 2,030,850 (4,430,696} 598,164
(58,994,488) 16,665,601 (1,440,696)  (44,875,813)
Othars
Contributlons paid by the employer - {25,000,000) - (25,000,000)
Benafits patd from:
Book resenyas {81,053,765) - - (81,053,765)
Plan assls (5,914,810) 5,914,810 - -
Balance, Decamber 31, 2018 P432,611,185 (P162,468,202) P13,084,120  {PE,792,998)
Retirement
Asset Celling Beneflis
2017 DBO FVPA Adjusiment Lishiilty
Balance, January 1, 2017 P207,265,594 (P119,020.367) P10,271,638 _ P98,517.865
Included In Profit or Less
Current service cost 16,393,560 - - 16,393,560
Net infergst (income) cost 11,312,948 {7.073,508) 563,913 4,803,353
27,708,508 {7.073,508) 563,913 21,188,912
Inciuded n OCI
Remaasurement losses on plan assets:
1. :dumlal {gains} losses arising
am;
= Ohenges in financial assumptions {10,544 372) “ - (10,544,372}
= Changes in damographic
assumplions 37.463.028 - - 37,463,028
» Expatienca adjustments 1,183,682 - - 1,183,682
2. Return on plan assets axcluding
Interest Income - 5,503,674 - 5,583,574
3. _Effect of assat calling - - 2,838,812 2838.02
28,102,338 5,583,574 2,838,812 36.534.724
Clkers
Coniributions paid by the amployer . (21,450,000} . {21,450,000)
Benefits pald from:
Book reserves (10,317,597} - - (10,317,587
Plan assets _(2061863) 2081883 - -
Balance, Decembar 31, 2017 P250,695980 (P139.868,438) P13,674,363 P124,481805

The retirement benefits cost recognized in profit or loss for the years ended
December 31, 2018, 2017 and 2018 amounted to P19.66 million, P21.20 miililon and
P20.81 milllion, respactively, and is presented as part of “Personnel costs” account in
the consolidated statement of profit or loss and other comprehensive income.



Personnel costs comprise the following:

2018 2017 2016
Salaries and wages P255,616,449 P281,285,084 P298403,578
Retirement benefits expense 19,658,475 21,186,913 20,814,752
Cther employae benefits 24,295,320 24,400,273 19,305,898

P299,570,244 P326,883,250 P336,524,229

The Group's plan assets consist of the following:

2018 2017
Debt instruments - government bonds P101,053,847 87,860,624
Cash and cash equivalents 25,876,016 30,488,250
Invesiment in government securities 16,247,464 12,880,795
Deposit In banks 6,205,784 4,923,694
Equity instruments 258,333 300,333
Investment in other securities and debt
instruments 255,778 1,178,515
Debt instruments - other bonds 199,698 200,105
Other receivables 2,361,382 2,038,122

P152,458,282 P139,888,438

The principal actuarial assumptions at reporting date are as follows:

2018 2017
Discount rate 6.00% - 7.53% 5.70% - 6.00%
Salary increase rate 3.00% -40.00% 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,
Period 2, Benefit 5 (Society of Actuaries), respectively.

The weighted-average duration of the DBO is 12.4 years and 134 years as at
December 31, 2018 and 2017, respectively.

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

2018 2017
Carrying amount P132,611,166 P250,695,980
Within one (1) year P11,322424 P12,316,420
Within 1 - 5 years 58,310,571 58,589,384
Within 5 - ten (10) Years 61,234,729 134,689,361
Contractual cash flows P127,867,724 P205,605,165

Sensitivity Analysis

Reasonably possible changes at the reporting date fo one of the relevant actuarial
assumptions, holding other assumptions constant, would have affected tha DBO by
the amounts shown below:

2018 2017
+1% 1% +1% 1%
Discount rate (P6,968,088)  PB812,495 (P24,044673) P26,049,586
Salary increase rate 8,939,937 142374 26865716  (21914.771)
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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 Securites and Exchange Commission (S8EC) on
Septernber 23, 1994 as an investment holding company for hotel, lelsure, and
tourism businesses. The Parent Company is listed in the Philippine Stock Exchange
(PSE) and is 46%-owned by The Wellex 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, 2018 and 2017 are as follows:

Percentage of Ownership
Direct Indirect
Hotels and Rasorts
Waterfront Cebu City Casino Hotel, Incorporated
(WCCCHI) 100 »
Waterfront Mactan Casino Hotel, Incorporated
(WMCHI) 100 -
Davao Insular Hotel Company, Inc. (BIHCH) 98 “
Acesite (Phils.} Hotel Corporafion (APHC) 56 -
Grand llocandia Resort and Development, Inc. (GIRDI) 54 “
Real Estate
CIMA Really 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
Waterfront Food Concepts Inc. (WFC) 100 -
Hotel Management and Operation
Waterfront Entertainment Corporation (WEC) 100 -
Waterfront Hotel Management Corporation (WHMC) 100 -

All of the above subsidiaries were incorporated and registered in tha Philippines
except for WPL and its subsidiary, CWIL, which were registered in the Cayman
Islands,

Management decided to temporarily cease the operations of MBI, WHMGC, WFL,
CWIL and GIRD! in 2016, 2014, 2003, 2001 and 2000, respectively, due to
unfavorable economic condifions.

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



Status of APHC Opsration

On March 18, 2018, a fire broke out in APHC's hotel property that damaged the
fower floors of the main building as well as the podium building occupied by the
casino area and restaurants that resulted to the suspension of its hotel operalions.
Based on the Fire Certification issued by the Bureau of Fire Protection - Nationai
Headquarters on April 23, 2018, the causa of the subject fire has been declared and
classified as “accidental in nature®. APHC incurred casually losses amounting to
P1.04 bilion due to damages on its inventories and hotel property
{see Notes 6 and 9). APHC has filed for property damage and business insurance
claims amounting to P1.93 billion from its insurence company and, as at the auditors’
report date, received reimbursements totaling to P532.50 million. Further, in 2018,
APHC has started the reconstruction and restoration of the main hotel and podium
buildings (see Note 9).

As at December 31, 2018, APHC recognized gains on insurance claims amounting
to P628.07 milion, of which P300.00 million relates to the first tranche received in
2018 and the remainder relates to the portion of the claims already confirmed by the
insurance company (see Note 5). in accordance with Philippine Financial Reporiing
Standards (PFRSs), APHC has not recognized the remaining claim amounting to
P1.31 billion that is still for confirmation by the insurance company.

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
PFRSs. They were approved and authorized for issue by the Parent Company's
Board of Directors (BOD) on April 28, 2019.

Details of the Group's accounting policies are included in Note 26.

This is the first set of the Group's consolidated financial statements in which PFRS
15, Revenue from Contracts with Customers, and PFRS 9, Financial Instruments,
have been applied. Changes to significant accounting policies are disclosed in
Note 26.

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 alternative
basis at each reporting date:

ltems Measurement Basis

Land, land improvements, hotel buildings  Revalued amount less accumulated
and Improvemnents, fumiture, fixtures depreciation and impalment losses
and equipment, and transportation
equipment

Financial assets at fair value through Fair value
other comprehensive income (FVGCI) -
equity securities

Retirement benefits assets (liability) Fair value of plan assets (FVPA) less

present value of the defined

benefits obligation (DBO)




Function d Prese on_Curre

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

3. Use of Judgments and Estimates

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

Estimates and underlying assumptions are reviewed on an ongolng basis. Revisions
to estimates are recognized prospectively.

Judgments
Information about judgments in applying accounting palicies that have the most

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

Recognizing Insurance Claims

APHC recognizes gain on insurance from its damaged properly and business
interuption claims when it is determined that the amount to be recelved from the
insurance recovery is virtually certain and recognition in the period is appropriate
considering the following:

o There s a valid insurance policy for the Incident;

«  The status of APHC’s discussion with the adjuster and the Insurance cempany
regarding the claim; and

o  The subsequent information that confims the status of the claim as of the
reporting date.

Classitying Financial Instruments

The Group exsrcises judgment in classifying a financial instrument, or its component
parts, on Initial recognition as a financial asset, a financig! fiability, or an equity
instrument in accordance with the substance of the contractual agreement and the
definition of a financial asset, financial Yiability or an equity instrument. The substance
of a financial instrument, rather than its legal form, govemns Its classification in the
consolidated statement of financiat position.

As a result of the apglication of PFRS @ replacing Philippine Accounting Standard
(PAS) 39, Financial Instruments: Recognition and Measurement, the Group adopted
the three principal classification catagories for financial essets: measured at
amortized cost, fair value through profit or loss (FVTPL) and FVOCI The
classification of financial assets under PFRS 9 is generally based on the business
model in which the financial asset is managed and its contractual cash flow
characteristics. Financia! liabilities, on the other hand, are classified as either
financial liabilities at FVTPL or other financial liabllities.

Prior to the application of PFRS 9, the Group classified financial assets by
evaluating, among others, whether the asset is quoted or not In an active market.
Included in the evaluation on whether a financial asset is quoted in an active market
is the determination on whether quoted prices are readily and regularly available,
and whether those prices represent actual and regularly occurring market
transactions on an am's length basis.
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Distinguishing Investment Properties and Owner-occupied Properties

The Group determines whether a property quallfies as an investment property. In
making its Judgment, the Group considers whether the property generates cash flows
largely indepandent of the other assets held by an enfity. Owner-occupied properties
generate cash flows that are attributable not only to the properties but also to the
other assets used in the delivery of senice.

Some properties comprise a portion that is held to eamn rentals or for capital
appreclation and another portion that is held for use in the delivery of services 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
determining whather ancillary services are so significant that a property does not
quaiify as investment property. The Group has dassified its properties as owner-
occupied (see Notes 8, 22 and 23).

Transactions with Philiopine 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 exempied
from payment of any form of taxes other than the 5% franchise tax imposed on the
pross revenue or eamings derived by PAGCOR from its operations under the
franchise. The amended Revenue Regulations (RR) No. 18-20056 which became
effective in 2006, however, provides that gross recelpts of PAGCOR shall be subject
fo the 12% value-added tax (VAT). In February 2007, the Philippine Congress
amendad PD No. 1868 to extend the franchise term of PAGCOR for another 25
years but did not include any revocation of PAGCOR's tax exemption privileges as
previously provided for in PD No. 1869. In accounting for the Greup’s transactions
with PAGCOR, the Group's management and its legal counsel have made a
judgment that the amended PD No. 1889 prevails over the amended
RR No. 16-2005 (see Note 22).

Operafing Lease Commitments - Group as Lessor

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

Openraling Leasas - Group as Lessee

The Group has antered into lease agreements as a lessee. Judgrment was exercised
by management to distinguish each lease agreement as cither an operating or
finance lease by looking at the transfer or retention of significant risks and rewards of
ownership of the leased assets covered by the agreements. The Group has
determined that ail significant risks and rewards of ownership of the leased assets
remain with the lessors.

Provisions and Contingencies .

The Group has received assessments from the Bureau of Intemal Revenue (BIR) for
deficiency taxes and is slso a defendant in various legal cases which are still
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
1o such assessments and claims (see Note 24),



Classifying Receivablss from Related Parties

The Group exercises judgment in classifying the receivables from related parties as
under current assets 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 peried or within the Group's normal
operating cycle are considered cument assets (see Note 8 and 21).

Consolidation of Entities in which the Group Holds 50% Voling Rights

The Group considers that it controls WCCCHI and DIHCI even though it only owns
50% of the voting rights. This is because the Group Is the single largest shareholder
of WCCCHI and DIHC! with 100% and 98% equity interest, respectively. The
remaining 50% of the voting rights of WCCCHI and DIHCI Is held by Phillppine Bank
of Communications (PBCOM) in accordance with the Omnibus Loan and Security
Agreement (the Agreement) (See Note 25).

Assumptions and Estimation Uncerainties

Information about assumptions and estimation uncertainties that have a significant
risk of resulting in & material adjustment within the next financta! year is as follows:

Alfowanice for impairment Losses on Recelvables and Due frorn Related Parties
Applicable from January 1, 2018 (Application of PFRS 9)

The Group uses the expected credit losses (ECL) mode! in estimating the level of
allowance which includes forecasts of future events and conditions. A credit loss is
tha diffarence between tha cash flows that are expected fo be received discounted at
the original effective interest rate. PFRS 9 requires the Group to record ECL on all of
its financial instruments, either on a 12-month or lifetime basis. The Group applied
the simplified approach to receivables from third parties and its related parties and
recorded the lifetime ECL. The mode! represents a probability-weighted estimate of
the differsnce over the remaining life of the receivables. Lifetime ECL is calculated
by multiplying the lifetime Probability of Default by Loss Given Default (LGD) and
Exposure at Default {EAD). LGD is the magnitude of the likely loss if there is a
default. The Group estimates LGD parameters based on the history of recovery rates
of claims against defaulted counterparties. EAD represents the expected exposure in
the event of a default. The Group derives the EAD from the current exposure to the
counterparty. The EAD of a financial asset is its gross cantying amount at the time of
defauit. In addition, management assessed the credit risk of the receivables as at the
reporting date as low, therefore the Group did not have to assess whether a
significant increase in gredit risk has occurred.

Appficable hefore January 1, 2018 (Application of PAS 39)

The Group assesses its financial assets for impairment at least annually. Judgment
by management is required in the estimation of the amount and timing of future cash
flows when determining the level of allowance required. Such estimates are based
on assumptions about a number of factors and actual results may differ, rasulting in
future changes to the allowance.

Further details on the aliowance for impalmment losses are disclosed In Notes &
and 8.



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 fo
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, modsis use only
observable data, however areas such as credit risk (both own and counterparty),
volafilites and correlations require management to make estimates. Change in
assumptions about these factors could affect reported fair values of financial
instrumenis.

Net Realizable Value (NRV) of inventories

The Group carries 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 fluctuation of prices or costs
directly relating to events occurring after the reporting date to the extent that such
events confirm conditions existing at the reporting date. The NRV Is reviewed
periadically to reflect the accurate valuation in the financial records.

The carrying value of the inventorles are disclosed in Note 6.

Revaluation of Property and Equipment

The Group caries certain classes of property and equipment at fair valua, with
changes in fair value being recognized In other comprehensive income (OCI). The
Group engaged independent valuation specialists to assess fair value. Fair value is
determined with references to transactions involving properties of a simllar nature,
ipcation and condition.

The key assumptions used to determine the fair value of properties are provided in
MNeote 9.

Useful Lives of Property and Equipment

The Group estimates the useful lives of property and equipment based on the peried
over which the assets are expected o be available for use. The estimated useful
lives of property and equipment are reviewed at each reporting date and are updaied
if expectations differ from previous estimates due to physical wear and tear, technical
or commerdat obsolescence and legal or other limits on the use of the assets. In
additlon, estimation of the useful lives of property and equipment is based on the
collective assessment of industry practice, intemal techmical evalustion 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 carrying amounts of property and equipment are disclosed in Note 9.

Impairment of Nonfinancial Assets

The Group's policy on estimating the impairment of nonfinancial assets is discussed
in Note 26. The Group assesses at each reporting date whether there is an indlication
that the camying amount of norifinancial assets may be impaired or that previcusly
recognized impairment losses may no longer exist or may have decreased. If such
indication exists, the recoverable amount Is estimated.



The factors that the Group considers important which could trigger an impairment
review include the following:

o significant underperformance relative to the expected historical or projactad
future operating results;

o significant changes in the manner of use of the acquired assets or the sirategy
for overall business; and

e significant negative industry or economic trends.

As at December 31, 2018 and 2017, there is no indication of impairment on the
Group’s prepaid expenses and other cument assets, properly and equipment and
other noncurrent assets.

Reliroment Benefits

The cost of the defined benefit pension 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 inciude the determination of the discount rats, future salary increases and
future pension increases. Due to the complexities involved in the valuation 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 t¢ change is the discount rate. The discount rate
assumption |s based on the Bankers Association of the Philippines PHP Blocmberg
Valuation Reference Rates benchmark reference curve for the government securities
market considering average years of remaining working life of the employees as the
estimated term of the GBO.

Further details about pansion obligations are provided in Note 18.

Defarred Tax Assets

Deferred tax assets are recognized for consolidated financial statement and tax
differences fo 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 sirategies.

Further details on defermed taxes are disclosad in Note 19.

4. Cash and Cash Equivalents

This account consists of:
Noto 2018 2017
Cash in banks 21 P457,812,695 P214,768,039
Short-term placements 21 261,972,663 128,080,117
Cash on hand 2,856,669 3,071,819

P712,642,027 P345,920,975

Cash in banks eam interest at the respsctive bank depaosit rates.

Short-term placements eam interest at annual average rate of 0.13% to 2.88% in
2018 and 2017 and have average maturities ranging from 30 to 35 days for both
years.



Related interest income recognized in the consolidated statement of profit or loss or
other comprehensive income amounted to P4.02 million, P1.90 miltion and P2.03
rnillion in 2018, 2017 and 2016, respectively.

5. Recsivables

This account ¢onsists of:
Note 2018 2017
Insurance receivable 1 P329,073,074 P -
Trade 238,966,064 237,612,791
Advances to employees 4,166,049 3,751,078
Others 6,885,166 8,581,003

21 579,100,343 249,944,873

Less allowance for impaiment losses on
frade receivables 21 17,618,396 21,583,914

P561,481,947 P228,360,359

fnsurance receivable pertains to insurance claims for the properly damage and
business interruption (see Note 1).

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

In assessing the lifetime ECL of the Group's receivables, the Group excluded in its
EAD all receivables that were related to long outstanding third party accounts as
these were already specifically identified as uncollectible, hence, impaired.
Remaining EAD pertains to receivables from related parties in which the Group
desmed to have no credit risk. In 2018, accounts specifically identified as impaired
amounted to P4.94 million recognized and presented as part of “Impainment losses”
account In the consolidated statement of profit or loss and other comprehensive
income while no amount of ECL. was recognized.

The Group also received coliections on some long cutstanding accounts in which the
Group already provided an aliowance for impairment in previous years. Accordingly,
the Group recognized a gain on reversal of previous allowance for impairment losses
in 2018 amounting to P8.35 million recognized and presented as part of Other
revenues in the consolidated statement of plofit or loss and other comprehensive
inc?me. Movements in the allowance for impairment losses on trade receivables are
as follows:

2018 2017 2016
Beginning balance P21,583,914 P22,311,128 P20,024,340
Impairment ipsses during
the year 4,942,808 532,751 3,442,842
Write-offs during the year {867,848) (1,359,865) {1,156,054)
Reversal of allowance for
impalrment losses {8,3560,581) - -
Ending balance P17,618,398 P21.5683,914 P22,311,128




6. (nventorles

This account consists of:

2018 2017
Food and beverage P13,003,736 P16,902,646
Operating supplies 11,174,179 16,487,829
Engineering and maintenance supplies 328,488 438,321

P24,506,411 P33,918,786

The Group's inventories are carried at cost, which is lower than the NRV, as at
Decembar 31, 2018 and 2017.

The cost of food and beverage charged to profit or loss amounted to P231.06 million,
P222 57 million and P208.72 million in 2018, 2017 and 2016, respectively, and is
presented as “Food and beverage” account in the consolidated statement of profit or
less and other comprehensive income,

The Group recognized expenses for operating supplies amounting to P19.48 million,
P27.54 milion and P28.82 million in 2018, 2017 and 2016, respectively, and are
presented as “Supplies” under "Other costs and expenses” account in the
consolidated statement of proft or loss and other comprehensive income
(see Note 17), while the expenses for engineering and maintenance supplles
amounting to P68.09 million, P48.70 million and P48.61 million in 2018, 2017 and
2016, respectively, are included under “Repairs and maintenance” account in the
consolidated statement of profit or loss and other comprehensive income.

In 2018, APHC recognized casually losses for the destroyed and damaged
inventories amounting to P5.59 miliion (see Note 1).

7. Prepaid Expenses and Other Current Assets

This aceount consists of;

Note 2018 2017
Input VAT P58,685,742 P40,313,479
Prepald taxes 29,310,160 27,000,775
Short-term investments 21 22,569,581 12,369,747
Advances to suppliers 18,997,834 11,316,104
Prepaid expenses 4,110,382 4 597,307
Cthers 4,304,984 1,975,928

P137,068,683 P97,563,340




8. Related Party Transactions

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

Related Party Relationship with the Group
TWGI Ulimate Parent
Pacific Rehouse Corp. (FRC) Stockholder
Crisanta Realty Development Corp. (CRDC) Stackholder
Philippine Estates Corporation (PHES) Stockholder
Forum Holdings Corporation (FHC) Stockhalder

East Asia Oll & Mining Company, Inc. (East Asia) Stockholder
Pacific Wide Realty Development Corp. (FWRDC) Stockholder
Westiand Pacific Properties Corporation (WPPC) Stockhelder

Rex Realty Group, Inc. (RRGI) Stockholder
Plastic City Industrial Corporation {PCIC) Under scommon control
Wellex Industries, Inc. (WIl) Under common control
Acesite Lelsure Entertainment Corporation (ALEC) Subsidlary*

*ALEC Is an unconsofidated pre-cparaling subsidisry incamoraled in 2017 thet is Immatsiial lo the Group's
constiidated financial statamants as at Dacambar 31, 2018 and 2017.
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Significant Transactions with Related Parties
The Group's transactions with related parties consists of (in thousands):

Amuount of the Dua fromt Related Partles Kotas Advances te Dua 3
Catogery/Transtetion Yaar Noto Transaction Current Noncumrent  Recelvablo Subgidisrles® Subsldioriog® Tonns and Conditiuns
Uttimate Parent
» TWEE
Advanzes, interest and w016 8a P301,334 PL244.706 P - P - P - P - Secured; interesl-boering;
saftlament 2n7 B2 81,824 843,374 - n - - due In one year subject ko ranowal; net of
2018 &a 24,9 881,550 - - - - aliowanze for impatment
Stackhalders
« PRC
intorast and 2018 8a 10,838 552,617 - - - Secured; Intereal-beaning; dua it ome year;
Seflement T [ 10,623 £41,781 - - - subleet 1o tenawal; nol Impaimed
e Ba 10,415 531,158 - - - -
= CROC .
Advances and Interest 2018 85 15,540 22,158 356,003 - - - Ungecured; inleresl-bearing; due In five years;
Settismonts 2017 8x 15,188 14,930 347,928 - - . noi fmpalred
e Ba 14,6885 7,465 340,187 - - -
« WPPC
Advanices and interost 2018 &a B55,702 “ 566,702 . . Unsecured; inlerest-haardng; due in three years;
not impaired
= RRG!
Advanses ard Intores! wie Ba 621875 - 621,675 - - . Secuned; intercstbaaring; due in three years;
rot impalred
* PFWRDC
Advancas 08 63 & 160,000 160,600 - - - - Secured, conintarest-hearing; dus on demand;
not impatred
» PHES
Advancas 2018 &b - 104,654 . . - - Unsecited; nonimerest-basoing; duo on demand,
2017 ab 12,560 104,564 . . - - not brpetred
2016 e - 82,054 - . - -
» Others
Advanees and btarest 018 8b 1,644 80,260 . - . - Unsecured; noninterest-beasing; dus on demand;
2047 &b 12,683 55,686 - - - . w0t Impalned
2016 ab . 45,873 - - -
Bubsidiaries
v WCCCH!
Advancas and gatiomant 018 &g {1,065,528) . - - - EB4,681  Unsecured; memst-bearing: dua in (hiee yesss
o7 Be {128,874) . - - 310,847 -
ama 8¢ 660,526 - - - 610,621 -
Depoaslis for futume stock ] &d . - - - 1,000,630 -
gubscription 2017 8¢ . - . . 1,000,000 .
2016, 8¢ = . : = 1,880,000 =
*Eminaied during consolidatinn
Forward

-1-



Amount of the Due from Releted Parlles Notes Advances o Due to
Categony/T tion Yoar __ Note Transgciion Curront Roncurrent Recolvable Subsidiardes*  Subsidiares* Terms and Gondltons
Substdiarios
* AtEC
Notas recetvable and 2018 By P255.318 P1,345 P - P25Y.874 P - | Ungecurad; Interest-basdng; dus onh demarnd;
advances 207 ag 195,007 - 195,007 . - not impaired
= BHME]
Ativances andf seliements 2048 fe {6,820) - - - - 3874 Uneecured; noninterest-bearing; due on demand
an? 8¢ 717 - . - 1,745 -
2016 [ 10,257 - . - - 5425
= APHC
Agdvances and setilements 20t Bc 68,784 - . - 188,807 - Unsecured; noninterost-bearing, due on demand;
207 B¢ 173,670 - - - 123 - 1ol impalred
poali] Ba 188,587 - - - - 173,447
« GIRDI
Advances gnd setttement 2018 g2a 2,008 - - - - 200,603  tnsocurad: noninterest.bogaring; duo an gomand;
2017 8s 1,042 - - - - 205,698
2018 8s 1,803 - - - - 207,838
» IWHMEC
Advances and setilemant 2018 [ 14 - - - 87437 - Unsecured, noninleresl-bearing; due on demend,
207 &g 72 - . . B7.500 - fully impalred
208 & 1,303 - - - 87,308 -
= MB]
Advances and seftlement 2018 8o {2,742) - - - 4,746 - Unsecured, nontnterest-benring; dus on demand;
27 8¢ 34 - - - 7488 - fufly Impalred
2016 8¢ 8,097 - - - 7144 -
Deposits for fiture stock 2018 od - - - - 35,000 -
subseripion mm7 8d . - - - 35,000 .
208 &d - - - - 35,000 .
« WWGL
Advances and satflement s 8 187 . . - 888 - Unsecured; nonlnterest-bearing; dus on demand;
My 8z 185 - - - g2 - fully impaired
2018 [ 185 - . . 847 -
DOepogits fof Tl stock 2018 - - - - - 13,000 -
tubacripion 2017 8d - - - - 13,000 -
201e &d - - - - 13,000 -
= WHICH!
Advances and setfoment 048 88 {43,093} . . . - 458623 Unsscuiag; noninterasi-baasing: due on domand
2007 -5 {26,085} - - - - 215,630
2018 8o 16,038 - - - - 180,535
*Efiminated duringy consoidation
Forward
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A t of the Due from Raelated Partias Hotus Advancea to Dus to
Cetogory/Transaction Yoer  Nofo Transostion Curront Nengupont Rotolhvable Subgldiares*  Subsidlares® Terms and Condilons
=WEC
Agvanoes and eetiiement 2018 da PaT - P - P - P - P2251  Unsecured; noninierest-bearing; due on demand
m7 88 {2.438) - - - . 2,348
2018 & 4,581 . - . o1 -
« WFC
Advances and sefllemant 2018 & 194 . - B L) . Unsacured: noninigeesi-bearing; duis an demand;
2017 ar 188 - - . a7 - fully impaired
2018 & 164 - - - 231 -
Repoalts for futune stock 018 &d . - - - 6,080 -
subscription 7 o - - - - 6.000 -
2014 ad - - - . 8,000 -
« WP
Advances and saltlemani 2018 8o 118 - - - - 184,684  Unsacured; noniverest-basring: due on demand
2017 2] 127 . - - - 184,008
2016 -] 283 - - - - 105,128
Allowance for Impalment 2018 - (64,185) - . {147,7TB3} -
losses 2017 - (61,145} - - (150,087) -
2018 . {61,185} - - {140,338 .
KPP
« Short-torm employee 218 3,723 - - - - -
benefity 2017 3z - - - . -
2018 28,881 . . . - .
* Post-amployment e 7,940 - . - - -
benefita 2097 7,807 - - - - -
2018 8,108 - - - - -
TOTAL 2018 21 P2,084,7T11 P1,423,880 P253,674 P4,989,207 P1,516,208
TOTAL 07 21 P1,802,120 P347.028 P188,007 P12 M8 P818,77T3
“Elminated during consolidation
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. Interest-hearing Advances to Related Parties

The Group granted interest-bearing advances to TWGI, PRC, CRDC, WFPC and
RRGI.

TWG! and FRC

The advances granted to TWGI and PRC were substantlally 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 P10.11 million in 2018 and P25.49 milion in 2017 while PRC had no
payments in 2018 and 2017.

in a Resolufion dated February 5, 2015, the Parent Company, TWGI and PRC
entered into a Memorandum of Understanding (MOU) whereby the parties
agreed that the ouistanding balance of the advances from TWGI and PRC wili be
seftled using parcels of land owned by PRC.

On April 3, 2019, the Parent Company, TWGI and PRC made amendments to
the previously issued MOU for the inclusion of the new cutstanding liabliities of
PWRDC to the Parent Company. The amended MOU stated that PWRDC shall
be a parly to the said MOU, and all references to any obligation or rights that
PWRDC shall have under the said MOU shall be in force. All other terms and
conditions shall remain unchanged.

As af December 31, 2018, the fair value of PRC's land based cn valuation
perfermed by an accredited independent appraiser, with a recognized and
relevant professional qualification and with recent experience in the locations and
categories of the Jand being valued, amounted to P1.63 billion.

On April 11, 2018, TWGH initiated the transfer of certaln parcels of land totaling to
P95.87 million located in Puerto Princesa, Palawan as partial settlement of the
advances. On April 11, 2019, the deed of absolute sale for the transfer of certain
parcals of land was sighed.

Interest recelvable from TWGI amounted to P151.31 million and P137.85 million
as at Decemnber 31, 2018 and 2017, respectively, while interest receivable from
PRC amounted to P77.10 million and P66.27 million as at Decembsar 31, 2018
and 2017, respectively. Aliowance for impaiment losses on receivables from
TWG! amounted to P598.62 million as at December 31, 2018 and 2017.

CROC

On Dacember 21, 2015, the Parent Company granted advances to CRDC with
an interest of 2% and maturity on December 21, 2020. Interest receivable from
CRDC amounted to P22.40 million and P14.93 million as at December 31, 2018
and 2017, respectively. It was agreed that CRDC has the option to pay the
balance before matusity 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 P8.08 million,
and P7.73 million was recognized in 2018 and 2017, respectively.

wPFPC

On June 1, 2018, the Parent Company granted advances to WPPC amounting fo
PS00.00 milllon for general corporate purposes. The advances bear interest at
7.8% per annum and repayable in lump-sum at maturity on June 1, 2021,
Interest receivable from WPPC amounted to P21.88 milion as at
December 31, 2018.
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On December 31, 2018, the Parent Company granted additional advances to
WPPC amounting to P33.82 million for general corporate purposes. The
advances bear interest at 7.5% per annum and repayabls in lump-sum at
maturity,

RRGI

On June 1, 2018, WCCCHI extended advances to RRG! amounting to
P500.00 million for general corporate purposes. The advances baar interest at
7.5% per annum and repayable in lump-sum at maturity on June 1, 2021. The
advances and interest will mature on June 1, 2021. Inferest receivable from
WPPC amounted to P21.88 million as at December 31, 2018.

. Noninterest-bearing Advances to Related Parties

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

PWRDC
On July 5, 2018, the Parent Company granted a noninterest-bearing, collaterat-
frea advances to PWRDC which is due on demand (see Note 8a).

PHES, FHC, PCIC and East Asfa

The Parent Company has ncninterest-bearing, collateral-free advances to PHES,
FHC, PCIC and East Asia with no fixed term of repayment. The said advances
are due on demand.

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

. Advances io Subsidiaries

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

. Deposits to Subsidiares

These represant 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, coflateral-free cash and non-cash advances from refated
parties for working capital purposes. The above advances are due and
demandable at anytime.

On June 1, 2018, the Parent Company received advancas from WCCCHI with an

interest of 7.5% per annum and maturity on June 1, 2021. Accrued interest
payable to WCCCHI amounted to P30.15 million as at December 31, 2018.
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f.

financial Assets at FVOCI - Equily Securities

In July and August 2005, the BOD of APHC approved the conversion of its net
recefvables fram related parties amounting to P43.30 million Into 86.71 million
shares of stock of Wl which are fisted in the PSE. The conversion resulted to a
loss on exchanga of assets of P31.10 millicn for APHC. The falr market value of
the shares hased on closing market price as at December 31, 2018 and 2017
amounted to P21.42 million and P15.86 million, respectively (see Note 21),
resuiting to a valuation gain of P5.46 million in 2018 and a valuation loss of
P0.87 million and P1.39 million in 2017 and 2016, respectively.

Notes Receivable

The Group extended loans to ALEC amounting to P195.01 miliion which bear
interest at 4% per annum and payable on December 31, 2018. The maturity date
of the note was extended until December 31, 2019.

On December 31, 2018, the Group extended additionat loans to ALEC
amounting to P60.00 million which bear interest at 4% per annum and payable
on December 31, 2019.

Interest income recognized in the consolidated statement of profit or loss and
other comprehensive income amounted to P7.42 million in 2018,

The cutstanding balances of related parfy transactions are generally settled in cash.
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8. Property and Equipment

Movements in this account are as follows:

For the Yoat Ended Datambar 31, 2018

Hotel Fumniture,
Land Leasshold Bulidings and Fixturos and Cparating Trensportation Conetruction-
Land  Improvements  Improvements  Improvemonts E ulpmant in-Progress
Mopasvromont Bagig: Rovatuod Rovajuod At Cagt Revaluad Rovoluad Af Cost Revnlusd Af Cast Tatal
Heginning betance P4,076,260,000 P17,021,148 P24,900,882 P8,788,067,338  P1,074,962,848 P27¢,941,873 P23,648,882 P137,6406834  P41,410,360,783
Additons - - 146,713 . 10,917,108 30,783 - . 11,083,615
Casually losses - - - (3,052, 862,810} {15,221,574] (1BE, 280,088 - [1ar 1] (3480711173}
Erding batance 4,076,200,000 17,021,148 25,016,605 £,735,394,429 1,007,660,46)3 85,592,611 23,840 802 - 7970, 748,226
Actumuloted Bogrociatian and
Amortization
Beginning batance - 15,476,341 18,248,781 2,503,257,672 897,247,642 286,081,714 3,508,794 B 5,010,862,818
Ospreciation and amonization . 410,550 1,482,122 157,996,214 99,020,215 2,566,538 3,208,507 - 264,644,1
Casually losses - - . {2,184.305,32Y) {70,652,388) (182,004,409} - - (2,417,663, 130}
Ending balance . « 15,860,801 20,731,583 1,302,897,461 525615459 B5,653.835 16,714,293 - 2.867.493.847
Camrying Amoynt P1,076,250,000 P1,140,244 P4,284,712  P3,932,498,888 PB2,043,894 P38,776 Pg,034,884 P . PE,103,218,378
For the Year Ended December 31, 2047
Land Leasahold Bufldings and Flaturexs and Oparating  Yeansporiaon  Construction-
— . lond Improvements  Improvemsnts  Improvements Equipment i
Msasuromen! Bagly: Rovelved Rovoiusd Al Cost Rovaluod Rovaiuied Al Cost Revaluad At Cost Totel
Beghining bakance P1,078,280,000 PI7.021,145 P24853.129  P8.802,639,197 P1,0687,8622 077  P280,231,854 P14,7680,038 P - P11,280,227 235
Additlans - - 47,768 $.361.527 434181 4,710,219 09,080,044 137,548,804 180,778,809
—Disponats . E z (19.743,305) = - - - (19.743,396)
Ending balance 1.076,260,600 17,021,345 24,600,862 8,788,057,236 1,071, 883,918 270,841,873 23,648,082 137,646,834 11,410,350,783
Asturmukited Dapraciation and
Amorttzation
Beplnning balence - 15,038,574 17,372,270 3,566,227,000 708302934 266,265,061 40,970,632 - 4,684,298,385
Deprecialion and amortization - 430,793 1,877,481 240,813,046 100,054,705 B,7656,053 535,156 - 356,307,818
- - - {18,743, 385} . - - - (18,743,285}
Ending balance - 15,470,301 19,249,701 3,508,207,570 BOT 247 842 285004,714 13,505,781 - 5019862816
Canrylng Amaourt P1,676,280,000 £1,550,804 P5,651.121 P4.978,750,789 FIF4A,TI027TE 5,850,159 P10,143,191  P137.548.6834 F8,390.497 264
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The Group engaged an independent firm of appraisers to determine the fair value of
certain classes of property and equipment, specifically hotel buildings and
improvements, land, fumiture, fixtures and equipment, transportation squipment and
land improvements, which are camied at revalued amounts. Fair value was
determined by referance to market-based evidence, which is the price that would ba
recelved 1o sell 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 acquision while taking into account the
depreciation resulting from physical deterioration, functional and economic
obsclescence. The Group’s revaluation of its proparty and equipment is done once
evary three years. The date of the latest revaluation was as at July 4, 2016, which
resulted to the Increase in the gross camying amount of property and equipment
amounting to P913.10 million.

After the fire incident (see Note 1), APHC engaged an independent firm of appraisers
to determine the fair value of certain classes of its property and equipment,
spacifically hatel building and equipment and furniture, fixtures and equipment, that
were damaged by fire. The appraisal results show that the estimated market value of
property and equipment after the fire (excluding tand) amounted to P293.53 million
that resulted for APHC to recognize casualty losses amounting to P1.03 billion.

Had the following classes of propery and equipment been camied at cost less
accurnulated depreciation, their carrying amounts as at December 31, 2018 and
2017 would have been as follows:

2018 2017

Hote! bulldings and improvements P3,847,223,635 P3,847,223,635

Land 650,515,809 650,515,909

Fumiture, fixtures and equipment 1,062,689,323  1,040,503,144

Transportation equipment 14,696,528 14,696,528

Land improvemants 11,398,504 11,398,504
Casually losses {954,445,725) -

4,632,078,174  5564,337,720

Accumulated depreciation 3,046,993,441  2,943,012,492
Casualty losses {756,322,014) -

2,280,671,427  2,943,012,4%1
P2,341,406,747 P2,621,325.228

Depreciation on cost charged to profit or loss amounted to P139.44 million,
P141.15 milion and P161.15 milion in 2018, 2017 and 2016, respectively.
Depreciation on appraisal increase charged to profit or loss amounted to
Pi25.24 milliion, P214.16 milion and P84.24 milien in 2018, 2017 and 20185,
respectively.

The revaluation increment directly absorbed through casuelty losses and
depreciation and consequently transferred direcly to retained eamings, net of
deferred tax effect, amounted to $376.40 million, P138.42 miltion and P48.88 million
in 2018, 2017 and 20186, respectively. The camying amount of the revaluation surplus
amounting to P1.73 billion and P2.21 billion as at December 31, 2018 and 2017,
raspectivaly, is not available for distribution to shareholders.
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10. Other Nencurrent Assets

This account consists of:

Note 2018 2017
Spacial project deposits 9 P174,460,672 P7.,515,468
Refundable deposits 21 17,163,585 15,276,436
Others 21 6,817,861 7,430,069

P198,442,098 P30,221,963

Special project deposits pertain to advances to contractors in connection with the
raconstruction and restoration of APHC's hotel property and equipment and the
renovation work of WCCCHI (see Note 9).

Refundable deposits refer to security deposits on utilites, electricity, rental,
retumable containers and others.

Others represent deposits to service providers such as security and janitoriat
sarvices.

11. Accounts Payable and Accrued Expenses

This account consists of:
Noie 2018 2017
Trade payabies 21  P482,257,042  P350,726,858
Accrued:

Interest and penalties 13, 21 986,355,691 926,355,691

Salaries, wages and employee
henefils 21 41,607,370 36,737,784
Utitittes 21 660,744 12,265,564
Rent 21 363,948 482 568
Other accruals 21 20,607,441 17,871,872
Local taxes and output VAT 42,867,399 34,514,014
Service charges 21 5,688,244 8,033,523
Withholding taxes payable 4,145,018 2,044,557
Guest deposits 21 1,491,752 10,922,677
Unclaimed wages 21 881,747 11,158,500
Other payables 21 64,866,236 57,101,444

P1,631,392,632 P1,468,215,052

Trade payables are noninterest-bearing and are normally on 30-day terms and are
saitied in cash,

Other payables include commissions, sponsorships, gift certificates issued and
sundry payables.
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Although the analysis does not take account of the full distribution of cash fiows
expectad under the Plans, it does provide an approximation of the sensitlvity of the
assumptions shown.

These respective Plans expose the Group to actuarial risks such as longevity risk,
inferest rale risk, and market (investment) risk.

Asset-lighil tehi
The Retirement Plan Trustees have no specific malching strategy bstween the plan
assets and the plan liabillties.

Fundihg 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 shartfalt will
be pald 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 components of the Group's income tax (benefit) expense are as follows:
2018 2017 2016

Recoghnized in Profit or Loss
Current tax expense P163,988,623 P177.643,376 P116,624,221

Deferred tax (benefif) expense (321,762,288) (77,194,648) 35,879,140
(P167,773,765) P100,448,728 P152,5603,361

Recognized in OCI
Deferred tax expense (benefit) P13,463,885 (P10,860,417) P276,427,356

‘The reconciliation of the income tax (benefit) expense computed at the statutory tax
rate to the actual income tax (benefit} expense shown in the consolidated statement
of profit or loss and other comprehensive income is as follows:

2018 2017 20186
(Loss) income before income
tax {P269,702,927) P299,181,929 P471,388,347
Income tax (benefit) expense
at 30% (P80,910,878) P89,754,679 P141,416,504
Additicns to {reductions in)
Income tax resulting from the
tax effects of;
Nondeductible expenses 114,095,148 7,868,948 10,863,786
Unrecognized deferred tax
assets during tha year 2,691,060 5,632,258 3,678,457
income not subjected to
income tax (193,649,086) (2,807.,057) (3,455,386)

(P157,773,765) P100,448,728 P152,603,361

-32-



Tha movaments of the deferred tax assets and deferred tax liabilities are as follows:

Bzlance  Recognized Balance
January 1, InProfitor Recognized December 31,
Decembear 31, 2018 2018 Loss In OCI 2018
Defered tax labilities:
Revalvation surplus on proparty and
equipmeant P1,275,069,230 (P258,336,109) P - P1,0M6,734,121
Retireront benefils liebillty [37,344,6T1) 26,918,586 13,463,885 2,037,881
Uinreallzed forelgn exchanga galn - 255,769 - 258,789
Accrued Intemes| income - 121,177 - 124,777
1,237,724,669 (232,038,978) 13,463,685 1,019,148,588
Deferrad tax assets:
Allowance for impaimment [osses on
recaivables 6,475,174 (2,505,174) - 3,970,000
Unamontized past service cost 2,146,146 (515,843) - 1,628,303
Accrued rant expense §03,286 647,605 - 1,180,500
Unearnad revenues §26,311 {66,233) - 480,077
Net operating Ioss carry-over
(NCLCO) - 74,122,858 - 74,122,053
Accrued intenesl expsase on loan 18,000,000 18,000,000 . 36,000,000
' 27,849,028 89,723,310 - 117,313,236
P1,210,074,733 (P324,782,288) P13463,885 PS01,776,330
Balance Recognized Balanca
January 1, in Profit or Recognized Decambar 3,
Decembar 31, 2017 2017 Loss in OCI 2017
Defered tax lability:
Revaluation surplus on property and
equipment F1,339.3185.801  (P64,248,571) P - P1,275080230
Deferred tax assats:
Retirament banefits liahillty 20,855,359 (3,171,205) 10,580,417 37,344,671
Allrarance for impairment loases on
recaivables 6,285,350 189,824 - 6,475,174
Unamorized past service cost 2,660,608 (515,842) - 2,145,148
Unrealized foralon exchanga loss 1,584,569 (1.584.589) - -
Accrued rant expense 616,383 (113,688) - 503,285
Uneamed revenuas 348,206 178,106 - 528,311
Minimum coporate income tax
{(MCIT) 35,148 {35,148) - -
Accnued Inferest expanse an foan - 18,000,000 - 18,000,000

41,088,003 12,048,077 10,880,417 64,984 487
P1,298,220,788  (P77,184,648) (P10,860,417) P1,210,074,733

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 avaliable against which the subsidiaries can utilize the benefits thereon
prior to thair expiration or reversal.

2018 2017 ~
Tax Base Tax Effect Tax Base Tax Effect
NOLCO P40,719,205 P12,215,762 P39,404,286 P11,821,286
MCIT 371,188 371,188 489,211 489,211

Allowance for
impairment losses {744,897) {367,677) (3427734 (1,275,686)

P40,345,496 P12,219,273 P36,465,763 P11,034,811




The movements of unrecognized net deferred tax assets of the Group are as follows:

2018 2017
Balance at beginning of year P11,034,8911  P13,627,468
Unrecognized deferred tax asset during the yesr:
NOLCO 3,166,023 5,620,492
MCIT 110,211 11,766
impairment losses 808,010 (1,116,528)
Expiration of unrecognized deferred tax assets:
NOLCO (2,771,548) {6,860,449)
MCIT {228,234} (247,938)
Balance at end of year P42,218,273 P11,034.811
Details of unrecognized NOLCO are as fellows:
Year Expired Remaining
Incuired Expiry Cate NOLCO Applled Amount Ameurd
2018 Dacember 31, 2021  P10,653411 P - P - P10,553,411
2017 Decembar 31, 2020 1B,734973 - - 18,734,973
2016 Decomeer 31, 2018 11,430,821 - . 11,430,821
2015 December 31, 2018 9,238,492 - 9,238,492 -
P48,957,807 P - P5238,492  P40,718,205

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

Year Expired Remaining
Incumed Exgiry Bate MOIT Applied Amount Amgunt
2018 December 31, 2021 P110,211 P - P - Pt10,211
2017 Dacember 31, 2020 11,766 - - 11,768
2016 December 31, 2019 249,211 - - 249211

2015 Dacember 31, 2018 228,234 - 228,234 -
P589.422 P - P228,224 £371,183

20. Earnings Per Share

Eamings per share (EPS) is computed by dividing the net income for the year by the
weighted average number of autstanding shares of common stock during the year,

2018 2017 2016

Net income aitributable to

equity holders of the Parent

Company P42,019,520 P217,937,648 P287.,392,497
Welghted number of shares

cutstanding 2,498,991,763 2,488,991,753 2,498,991,753
Eamings per share -

basic and diluted P0.017 P0.087 P0.115

There are no potentially dilutive shares as at December 31, 2018, 2017 and 20186,
Accordingly, diluled EPS is the same as basic EPS.



21. Financizal Instrumants - Risk Management and Falr Values

Rigk Management Struchire

80D

The BOD is mainly responsible for the overall sisk management approach and for the
approval of risk strategles and principles of the Group. It also has the overall
responsibility for the development of risk strategles, principles, framewaorks, policies
and limits. It establishes a forum of discussion of the Group's approach to risk issues
in order to make relevant decisions.

Risk Manggement Commities
Risk managsment committee is responsible for the comprehensive monitoring,

evaluation and analysis of the Group's fisks 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
{excluding cash on hand), receivables, notes receivable, due from related parties,
short-term investments, equity securites - at FVOCI, other noncument assets
(excluding special project deposits), accounts payable and accrued expenses
(excluding local taxes, output VAT and withholding taxes), loan payable, other
current liabifities {excluding deferred Incomne) 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 risks 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 ccunterparty to a
financial Instrument fails to meet its contractual cbligations, and arises principaily
from the Group's receivables.

The Group has established a credit policy under which each new customer is
analyzed individually for creditworthiness before the Group's standard payment and
defivery terms and conditions are offered. The Group's review includes extemnal
ratings, if they are available, financial statements, credit agency information, industry
information, and in some cases bank references. The Group limits its exposure fo
credit risk by establishing credit limits and maximum payment pericd 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 cash and cash equivalents (excluding cash on hand}, receivables, notes
receivable, due from related parties, short-term investments, equity securities - at
FVOCI, other noancurrent assets (exciuding special project deposits), the exposure of
the Group to credit risk arises from the defauit 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, 2018 and
2017 are as follows (in thousands):

Moither
Past Do Pl O But not Impaired
nar . 8150 -1 10
Decernhor 31, 2018 Nela Toiyd Impatred Days Days Days Days Daye tepetrod
Cosh end exxh peprivalenis® 4 P03, 785 PTORTS P - e - [ P - [ P
fecolvablas | 5T, 420,343 83910 4,200 4054 688 5284 ir418
Nolds neoahabin ] 153,574 BT - - - -
Short-torm Imvestmards ? 2,850 - . . .
B frem relgtad parties 8 3Sie4ATs GBI - - - . 81,188
Equlty sacusitias - a1 FVOL! ] na17 A7 - - - - -
Othef roncunent g3ty i 601 .63 - = e hd hd :
Tats PE150,251  PS0SOS01  PEAGSD PAZO0  Pa0Es  PIAGES RS8N PYB,688
“Exchuting cath on hang
spoaly pevec! daparlls
Nalther
Pkt Due Il nct
r - -9 #-120 > 120
Decembar 31, 2XM7 Note Tolal Imgrind Days Days Days Doya Oays  trgpaited
Caosh end crsh pquvelems* 4 P342 858 PM2ES P - P - P - P - F - P -
Rocevbsg & 249,045 143008 5809 7,860 4,034 2.600 11,790 21,584
Noies recshubin ] 195,007 105,007 - - - - - -
Shoriderm ivotboenda 7 2,360 12,330 - - - -
O from rgatsd parties g 2011230 1. - - - 64,185
Erpint tocydien - 2t FUOC] [} 15,855 16.085 - - - -
thot ronoureny assels - 32706 ;TR - : . - . .
Teld P2ASG 064  P2E681040 PSSSSY  P7GE0 P4S3s  P3SOD AT PE2 75
*Exciuting cazh on kand
“Exccg spedM pergact daporis

Impairment on the financial assets has been measured on a 12-month expected loss
basis and reflects the short maturities of the exposure.

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, 2018 and 2017 and the movement of the allowance
used to record the impairment losses are disclosed in Notes 5 and 8 to the
consclidated financial statements.

Liguldity Risk
Liquidity risk is the risk that the Group will not ba able to meet its financial obligations
as they fall due.

The Group monitors and maintaing a level of cash deemed adequate by the
management to financs the Group's operation and mitigate the sffects of fluctuations
in cash flows, Additional short-term funding is obtained through related party
advancas and from bank loans, when necessary.

Ultimate responsibility for kiquidity risk management rests with the BOD, which has
established an appropriate liquidity risk management frameawork for the management
of the Group's short, medium and long-term funding and [liquidity management
requirements. The Group manages liquidity risk by maintaining adequale 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 is sufficient working capital inflows to match
repayments of short-term debt.
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The following table summarizes the maturity profile of the Group's financial liabilities
as at Decambar 31, 2018 and 2017 based on contractual undiscounted payments
(in thousands):

Total Contractuel Undizcounted Payments

Carrying 88 than tob

Decembor 34, 28 Hore Amoynt Totel  OnDemand 1 Year Yoars
Azcounts payablo and eccrusd

axpanses® 11 P1,584,%80 1,584,380 P4,355,88  P218,840 P254
Qmher currend liabitities™ 12 219429 210429 219428 . -
Loans payahle 13,25 1,310,008 14818,085 376,000 275,000 1,163,486
Concassiumires’ deposits - net of

current partion 1% §,688 8,888 &,808

73,627,593 P3,627,68 P4.8a5404  P453,340 P1,163,339
‘Exctuding local taees, oinput VAT and withhokding laxes

“Erxcluding dofrred Ineema
Totad Contractua) Undiscounted Payments
Camytng Less than 105

December 31, 2017 Note Amount Tetal  On Demand 1 Yaar Years
Acoounts payable and acoryed

mpenseyt 17 P1.401,858 P1.431,858 1,240,218 P180,263 P77
Cther currenl lnhlities™ 12 13,823 13,823 13,823 - -
Loans payable | 13 75,000 375,000 375,000
Concegslonalres’ dapesits - nat of

current porfien 14 5342 5342 5342 - -

P1.825821 P1,825,821 P1,834,181 150263 PI1ATY

*Exclucing focal taves, cilput VAT and withholding taxes
“Excluding dafermad incothe

Market Risk

Market risk is tha 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.

The Group is primarily exposed to the financial risk of changes in equity prices of its
equity securities - at FVOCI. On the other hand, the Group's toan in U.S. dollar had
been fully paid in March 2016, hence, the Group is not anymore significantly
exposed to changes in foreign curfency exchange rates.

Interest Rate Rislc

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

The Group's financial instrument that I8 primarily exposed to interest risk is the
interest-bearing loans payable (see Note 26). Further, the Group is also exposed to
the interest risk from the interest-bearing funds made available by the Parent
Company to WCCCHI to finance the construction of the Cebu City Hote! Project.
Such funds were substantially sourced from a P375.00 million loan from SSS, as well
as the stock rights offering of the Parent Company. Since 2006, tha Parent Company
charged WCCCHI on the related interests and penalties on the contention that the
latter benefitad from the proceeds of the SSS loan (ses Note 13). Starting 2017,
WCCCH! was not anymore charged with the interest on SSS loan because the
Parent Company has assessed that if it has already fulfilled its obligations refated to
its use of proceeds from such loan.
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The following table illustrates the sensitivity of the net result for the year and equity
a reasonably possible changs in intarest rates of +10 basis point in 2018 and 2017,
with corresponding effect in equity. These changes are considered to be reasonably
possible based on cbservation of cument market conditions. The calculations are
based on the Group's loans payable held at the reporting date. All other variables are
held constant.

2018
Changes in Interest Rates (in Basis Points) +10 -10
Net income (P10,148,025) P10,148,025

2017
Changes in Interest Rates (in Basis Points) +10 -10
Netincome {P&,000,000) F6,000,000

The other financlal instruments of the Group are either short-term or noninterest-
baaring and are tharefore not subject to interest rate risk.

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

Equity Price Risk

Equity price risk Is the risk that fair value of future cash flows of a financial instrument
will fiuctuate because of changes in market prices (other than those arising from
interest rafe risk or currency risk), whether those changes are caused by factors
specHic to the individual financial instrument or its issuer, or factors affecting all
similar financial instruments traded in the market.

The Group is exposed to equily price risk bacause 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, 2018 and 2017 (see Note 8f). Further, the Group also has investment
in shares of steck of Pavilion Leisure & Entertainment Corp. {PLEC), amounting to
P0O.31 million, representing 14.2% of the total capital stock of PLEC. As at
December 31, 2018 and 2017, PLEC has not yet started commercial oparations, and
no related party transactions have transpired between the Group and PLEC.

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 illustrates the sensiiivity of the Group's equity to a reasonably
possible change in equity price. These changes are considered to be reasonably
possible based on past equity price performance of the Group's equity securities - at
FVOC! and masroeconomic foracast for 2018 and 2017. This analysis assumes an
increase of 10% for 2018 and 2017 and a decrease of 10% for 2018 and 2017 c¢f the
equily price of the Group's equity securities - at FVOCI. All other variables are held
constant:

2018 2017
10% -10% 10% ~10%

Equity P2,172,987 (P2,172,987) P1,116,825 (P1,116,825)




Fair Val f Financial and LiabRitles
The table below summarizes the camying amounts and fair values of the Group's
financial assets and liabilities as at Decembey 31, 2018 and 2017 {in thousands):

2018 __2017
Camrying Falr Carrylng Fair
Amotnts Values Amounts Values

Financlal Assets

Cash and cash equivalents* Pr09,785  P709,785  P342858  P342,858
Receivables 561,482 581,482 228,361 228,361
Notes raceivabla 253,974 263,974 195,007 185,007
Due from related parties 3579478 3579476 2,011,233 2,011,233
Shor-temm investmants 22,560 22,560 12,380 12,360
Equity securitios - at FVOC| 21,417 21,417 15,855 15,855
Other noncurrent assets ** 23,981 23,981 22,708 22706
P5,172875 P5AT2675 P2828480 P2,828480
*Excliding cash on hand
“Excluding spacial project deposits
2M8 _ 2017
Carrying Fair Canying Fair
Amounts Values Amounts Values
Financial Liabilities
Accounts payable and accrued
expenses*™* $1,884,380 P1,584,380 P1,431856 P1,431,688
Othar cumrent liabllities™ 219,429 219,429 13,623 13,623
Loans payabls 1,818,088 1,818,085 ars,000 375,000
Concessionaires' deposits §,889 §,689 5,342 5,342

P3,627,583 P3,627,683 P1,825621 P1,625621

~Excludas focal taxas, outpul VAT end withholding laxes
" Exeluriing dofarred income

The camying amount of cash and cash equivalents, receivables, notes receivable,
current pottion of due from related parfies, short-term investments, other noncurrent
assels (excluding special projects), accounis payable and accrued expenses
(excluding local faxes output VAT and withholding taxes), other current liabilities and
concassionaires’ deposits approximate their fair values due fo the short-tarm maturity
of these instruments.

The fair value of interast-bearing dua from related parties and loans payable s 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 vaiue.

The fair value of FVOC! equity securities was determined using the closing market’
price of the investment listed on the PSE as of December 31, 2018 and 2017,

Capital Management
The primary objective of the Group's capital management is to ensure its ability to

continue as a going concem 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.
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The Group manages its capital structure and makes adjustments to i, 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 issua new shares. For purposes of the Group's capital managemeant,
capital includes all equity items that are presented in the consolidated statement of
changes In equity, except for revatuation sumplus on property and equipment,
retiramant benefits resetve, foreign currency franslation adjustment and fair value
reserve.

Tha Group's capltai management, among other things, aims to ensure that it meeis
financial covenants attached to the omnibus and security loan agreement
(see Note 25). Breaches in meeting the financial covenants would permit the bank to
immediately call the loans. There have been no breaches of the financial covenants
in the current period (See Note 25).

22, Lease Agreanments with PAGCOR

The Parent Company, in behalf of WCCCHS ard WMCHI, entered into lease
agreemsnts 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 18, 2011,
for the Main Area and Slot Machine Expansion Area, respactively. 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 pald the WCCCH! and WMCHI rental on a month-to-month basis. The
lease was renewed on February 15, 2018, for a period of 1 year.

APHC alsn 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 12,686.17 sq.m. The
lease agreement was last renewed on December 1, 2010 and expired on
Decembar 31, 2016. As at December 31, 2017, PAGCOR cantinued to operate a
portion of the lease area on a month-to-month basis while completing its putlout from
APHC. The month-to-month lease of PAGCOR effectively ended on March 18, 2018
due to the fire incident (see Note 1).

The amorlized cost of the refundable security deposits received by WCCCHI and
WMCHI upon execution of the above lease contracts were determined by calculating
the present value of the cash flows anficipated 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 recognlzed as part of “Interest expense® account in the consolidated
statement of profit or loss and amounted to nil in 2018 and 2017 and F19.01 million
in 2016. As the deposits do not have an active market, the underlying interest rates
ware determined by reference to market interest rates of comparable financial
instruments.

Relative to the renewal of their contracts, WCCCHI and WMCHI received security
deposits equivalent to six (8) months advance rental amounting to P137.26 million
and P63.37 million, respectively. These security deposits are presented as part of
“Concessionaires’ and other deposits® account in other current labiliies and are
carriad at cost (see Note 12) .



Total rental income from the above PAGCOR lease contracts recognized as part of
*Rent and related income™ in the consolidated statement of profit or loss and other
comprehansive income amounted to  P428.63 milllon, P616.44 million and P720.41
million in 2018, 2017 and 20186, respectively,

23. Other Lease Agreements

Grouy or

Loase Agreements with Concessionaires

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

Relative to the renewal of the contract, the security deposit equivalent to six (8}
months advance rental amounting to P137.26 and P63.37 million was received by
the WCCCHI and WMCHI, respectively and presented as part of “Concessicnaires
and customers' deposils account in the statement of financia! position and were
carried at cost,

Rent revenue recognized as part of “Rent and related income” in the consolidated
statement of profit or loss and other comprehensive income and amounted to
P47.70 milion, P56.39 million and P85.28 milion in 2018, 2017 and 2016,
respectivaly,

Groun as Lessee

Land under Operaling Lease

On September 15, 1934, Waterfront Hote! and Resort Sdn. Bhd. {(WHR), a former
related party, executed a lease confract {the Agreement) with Mactan Cebu
International Airpart 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.

WCCCH! and WMCHI shall pay MCIAA fixed rentals per month plus a 2% variable
rent based on the annual gross revenues of WCCCHI and WMCH|, 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
appilcable Philippine laws at the time of renewal.

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

2018 2017
Less than 1 year P17,741,933 P17,741,933
Between 1 and 5 years 60,341,346 60,341,346
More than § years 261,135,178 276,271,062

P329,218,467 P354,354,341

-41.



Lease of Siot Gaiming Machines

In 2007, Dynamo Atlantic Limited (Dynamo), a foreign corporation duly organized,
existing and registered at the British Virgin Islands, entered into a Memorandum of
Agreement {MOA) with Entertainment Gaming (Philippines), Inc. (EGP), for the lease
of electronic gaming machines for installation and operation in Universal Park Mall
Buiiding located at Rizal Avenue, Sta. Cruz, Manila. Subsequently, Dynamo
executed a deed of assignment in favor of MBI for the full authority and rights over
5h9 e%ntr;ct The MOA was renewad several imes, the latest of which expired in

une 30, 20186.

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 P43.68 million,
P37.41 million and P47.83 miilion in 2018, 2017 and 2016, respectively in the
consalidated statement of profit or foss and other comprehensive income.

24. Commitments and Contingencies

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

a. On Navember 10, 2008, the Parent Company received a preliminary assessment
notice from the BIR for deficiency taxes for the taxable year 2008. On
February 9, 2008, the Parent Company sent a profest fetier to BIR contesting the
said assessmant. On February 18, 2009, the Reglonal Office of the BIR sent a
\etter to the Parent Company informing the latter that the docket was returned to
Revenue District Office for relnvestigation and further verification.

On December 8, 2009, the Parant Company received BIR's Final Declsion on
Disputed Assessment for deficiency taxes for the 2006 taxable year. The final
decision of the BIR seeks to collect deficioncy 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 factuat 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 confest
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 denled by the CTA in its resolution promulgated on September 13, 2013.

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

The CTA En Banc decision was appealed to the SC on February 5, 2015

covaring the VAT assessment only. As at December 31, 2018, the Parent
Company i still awsiting the SC's decislon.
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Management and its legal counsels belleve that the position of the Parent
Company is sustalnable, and acecordingly, believe that the Parant Company does
not have a present obligation (legal or constructive} with respect fo the
assessment.

. 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 filed a MR that was denied
by the CTA in its resolution promulgated on August 16, 2013. The BIR appealed
the case to the CTA sitting En Banc on Seplember 20, 2013. On
September 15, 2015, the CTA reaffirmed the decision cancelling 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, 2018, WMCHL is stilf awaiting the SC's decision.

. APHC versus PAGCOR and Hon. Young, et al.

APHC versus PAGCOR, st al.

The case involved a Petition for Prohibition and Mandamus (the 1st petition), with
application for the issuance of a Temporary Restraining Order (TRQ) and writ of
prefiminary injunction filed by APHC against PAGCOR and Vanderwood
Management Corp. (VMC). APHC filed this case to assaill PAGCOR’s award of
VMC of a procurement project entitted “Lease Space for a Casino Gaming
Faciiity in Manila for a Period of Fifteen {15) Years” under Invitation to Bid No.
08-16-2014 for being violative of the laws and rules on government procurement.

PAGCOR and VMC filed their respeclive comments/answers to APHC's 1st
petition. Subsequently, VMC filed its “Motion to Admit Attached Supplemental
Comment/Answer with Compulsory Counterclaim® (the Motion to Admit) on
August 10, 2015, to which APHC filed an opposition 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, Group 36, (the Court) likewise denied ihe
Motion for Reconsideration filed by VMC in an order dated February 28, 2017.

At the pre-trial conference on October 4, 2018, the Court referred the parties to
the Philippine Mediation Center for mediation proceedings. After the termination
of the mediation proceedings, the case was returmned to the Court for the Judicial
Dispute Resolution (JDR) procesdings. The JOR conference was set on
May 2, 2017 and was reset to February 6, 2018.

In its erder dated February 6, 2018, the Court terminated the JDR proceeding
and forwarded the case to the Office of the Executive Judge for re-vaffle. in its
“Notice of Re-raffle” dated February 21, 2018, the Court informed the parties that
the case was raffled to Group 20.

On April 16, 2018, APHC filed its “Amended Pre-Trial Brief® dated April 13, 2018.
VMC and PAGCOR likewise filed their respective Amended Pre-trial Briefs. The
pre-trial conference was terminated on June 1, 2018,

During the trial, APHC presented its witnesses. On July 23, 2018, APHC filed its
“Formal Offer of Documentary Evidence” dated July 19, 2018. PAGCOR and
VMC filed their respective comments en APHC's “Formal Offer of Dacumentary
Evi;lenne". The Court denied their objections and admitled APHC’s documentary
evidence.
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Meanwhile, PAGCOR filed its “Demurrer to Evidence” dated October 17, 2018,
which the court denied in its Order dated November 8, 2018 for being fatally
defective. VMIC, on the other hand, presented its witnesses and thereafter, it
rested its case. Thus, the Court ordered VMC fo file its “Formal Offer of Exhibits”.

APHC versus Hon. Young, et &l.

In connection with the APHC versus PAGCOR, et al. case, the Court, In a
resolution dated June 18, 2015, denied APHC's application for TRO. APHC
thereafter fited a Motion for Reconsideration on July €, 2015. The said motion for
racoensideration was denied by the Court on August 1, 2016.

On Octeber 21, 2016, APHC filed with the Court of Appeals (the CA) a Petition
for Certiorari (the 2nd petition), with application for TRO andfer writ of preliminary
injunction, to assaié the Court's resolutions dated Jume 18, 2015 and
August 1, 2016. VMC and PAGCOR filed their respective comments fo the 2nd
petition, to which APHC filed its Consolidated Reply on December 19, 2016.

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

In a resolution dated March 3, 2017, the CA considered APHC’s Pefition for
Ceriiorar as submitted for decision,

In its decision dated February 27, 2018, the CA denied APHC's Petition for
Certiorari. APHC moved for the reconsideration of said decision, which the CA
deniad in its resclution dated August 29, 2018.

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

The Group is defendant in other legal cases which are still pending resolution.
Management and legal counsels befieve that the outcome of these cases will not
have any material effect on the Group's financial position and financial perfcrmance.

26. Omnibus Loan and Security Agreement

On December 21, 2017, the Parent Company, WCCCHI, WMCH}, DIHC), CRDC and
PRC (collectively, the Borrowers) entered into the Agreement with PBCOM for the
latter to provide the Borrowers multiple term loan facilities (the Loan Facliities) for
general cofporate purposes in the maximum aggregate amount of up to P1.50 billion.
The Loan Faciliies consist of the following:



Facillty 1 - represents secured term loan facility in the amount of P850.00 milllon
avaitable through a single or multiple drawdowns with term of fifty-four (54) months
from the inltial drawdown date, regardless of the number of drawdowns. Any amount
not drawn afler the expiration of the commitment pericd shall be automatically
cancelled and may not be reinstated. Commitment pericd 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 Agresment; (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 or cancelled in accordance with the terms
of the Agreement.

Facility 2 - represents secured term loan faclity in the amount of P200.00 million
availabla through a single 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 period shall be automatically
cancelied and may not be reinstated.

Facility 3 - represents secured term loan facility in the amount of P450.00 million
available through a single or muitiple drawdowns with term of forty-two (42) months
from the Initiat drawdown date, regardless of the number of drawdawns. Any amount
not drawn after the expiration of the commitment period shall be automatically
cancelled and may not be reinstated. Facility 3 requires, on or before the initial
drawdown date, the bormrower to cause the relevant mortgagors to canstitute in favor
of PBCOM a first ranking real estate mortgage over Davao Agricultural Property
tncated at Matina, Pangi, Tolomo, Davao City consisting of parcels of agricultural real
property containing an aggregate area of seventy (70) heclares 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 installiments to commence at ihe
and of sixth (6th) month from the initial drawdown date subject to balloon payment
upen maturity. Interest is charged at the higher of four (4)-year PDSTR2 rate on the
date of avaiiment and spread of 3.26% per annum or 7.75% per annum, and
repayable monthly from the drawdown date.

The Loan Facilities are secured by chatte! and real mortgages over varlous aperating
assets of WCCCHI and DIHCI real estate morigages over Davao Agricultural
Property; assignment over leasehold 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 DIHCIL.

Each of the Borrowers is required to comply with certain covenanis 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. To appoint PBCOM's nominees as Corporate Secretary in WCCCHI and DIHCH
and nominate and elect such number of PECOM's nominees as will comprise the
majority of the Board of Directors in WCCCHI and DIHCI, grovided however, that
the exercise of the abovementioned proxy and/or voting rights granted to
PBCOM shall ba exercised solely for the purpose of protecting, preserving, and
enforcing its rights and interests under the Agreement and shall not be used by
the latter to effect any takeover of the day-to-day operations of said corporations.



4. Negative covenants which pronibit each of the Borrowers to:

o Change the nature or scope of its business as presenly conducted, or
liquidate or dissolve, or enter into any consolidation, merger, pool, joint
venture, syndicate or other combination, or sell, lease or dispose of a
substantial portion (as determined by PBCOM) of its business or assets, with
market or book value of P500.60 million or more;

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

o Declare or pay dividends to stockholders and make any capital or asset
distribttion to stockholders;

» 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), return
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);

Fita 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 Bofrowers or in which it may have equity, other than
advances in the ordinary course of business: and

o Extend any ioans or advances to any of its directors, officers, stockholders,
affiliates and partners other than advances in the ordinary course of
business.

On March 13, 2018, WGCCHI made the drawdowns of Facility 1 and Faclity 2
amounting to P850.00 million and P200.00 million, respectively. On April 10, 2018,
WCCCHI! made the drawdown of Facility 3 amounting to P450.00 million.

As at Decembar 31, 2048, the Bomowers are in compliance with the above
covenants.

The outstanding balances of the loans under the Loan Facilies as at
Decamber 31, 2018 are as follows:

Loan Facility Cuyrrent Portion Noncumwent Portion _ Outstanding Batance
Facility 1 P1£0,000,000 P724.468,085 P824.468,085
Facillty 2 25,000,000 168,617,022 193,817,022
Facility 3 150,000,000 276,000,000 425,000,000

P275,000,000 P1,188,085,107 P1,443,085,107

The drawdowns and payments mads under the Loan Facililies are presented below:

Loan Drawdown  Maturlty Paymant Monthly Principal Ouistanding
Eacillty Deto Date Tormg _ Amorthation Principal Faymants Balance
Fazdlity 1 ahasns  ofi2022  G4months PE3333X  PES0.000,000 P253531, 916 PB24.458.085

Faciliy 2 a0z01E  oMsku2z 54 months 1,083,313 200,000,060 8,282,978 183,017,022
Facilty 3 4N02018 1952021 42 months 12,500,000 450, 4o 25,000,000 425 000,000

P1,800,000,400 PES,914,633  P1,400,085,107

Total interest expense arising from the Loan Facliiies recognized in the consolidated
statement of profit or foss and other comprehensive income amounted to P101.48
million for the yaar ended December 31, 2018.



26. Significant Accounting Policles

The accounting policies set out below have been applied consistently to all years
presented in these consolidated financial statements, except for the adoption of new
standards as discussed helow.

Adoption of New Standards and Inte n

The Group has adopted the following new standards and interpretation to standard
starting January 1, 2018 and accordingly, changed its accounting policies. Except as
otherwise Indicated, the adoption of these new standards and interpretation to
standard did not have any significant impact on the Group's consolidated financial
statements.

PFRS 9, Financial Instruments (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 2008 and 2010) and a new hedge accounting medel (in 2013).

PFRS 8 includes revised guidance on the classification and measurement of
financial assets that reflects the business model in which assets ere managed
and their cash flow characteristics, including a new fanwardlooking expected
credit loss model for calculating impalrment, and guldance on own credit risk on
financial liabiliies measured at fair value. PFRS 9 incarporates new hedge
accounting requirements that represent a major overhaul of hedge accounting
and infroduces significant improvements by aligning the accounting more closely
with risk management.

Classification and Measurement of Financial Instruments

The Group reassessed the classification of its financial assets and financial
Habilities on the date of initial recagnition under PFRS 8. The following table and
the accompanying notes below explain the original measurement categorles
under PAS 39 and the new measurement categories under PFRS 8 for aach
class of the Group's financial assets and financial liabilities (in thousands} as at
January 1, 2018:

Origlnal

Original Nawr Canying Now Carrying

Clussification Classifteation Amcuntundar  Amount undor

under PAS39 __ under PFRSS PAS 39 PERS 9

Financlal Anaets

Cash and cash equivaients Loansand  Amortired cest P342,358 P342,858

recaivables .

Racalvabies Loans and Amortized cost 228,361 228,361
racaivables

Nolas recelvable Loans and Amatrtized cosl 195,007 198,007
recelvables

Cuo fram ralated parties Loans and Amatiized cost 1,850,048 1,950,048
recaivables

Short-term investments Loansand  Ammtimd cost 12,380 12,360
racaivables

Equity securiiles - at FVOC) Availabia-for-sale FVOC! - equity 15,955 15,965

financla assets iwvestmant

Other noncurrent assais* Loans and Asmortized cost 22,706 22,706
recelveblas

P2.767,205 P2,767,285

* Excluding spacitd projecd deposits
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Originel

Oniginal Now Carying  Now Cantylng

Classificetion Clagsaificatten  Amountunder  Amount under

undor PAS 38 pnder PFRE § PAS 39 PFRS 9

Finanelal Liabiliflos

Accounts payable and Cther fingncial Qther financial P1,431,656 1,431,668
eccrued expensas™ liabfites Rahiiittes

Other cumant [labliiles™* Ciher fingncial Other finencizl 12,823 13,623
liabiiles labififes

Loans payable Qther fingnelal Cther Enanciz) 375,000 375,000
liabilias liabflif=s

Concessionsins Cther financial Othar financtal 5,342 5,342
deaposits - hel of curent Habfities llzbiliies

P1,825.621 P1.825,621

Exciidus lotal baxos, autput VAT and withholding taxes
“mEvoiuding daferred income

The Group has used an exemption not to restate comparative information for
prior periods with respect to classification and measurement (including
impairment) requirements. Differences in the camying amounts of financial assets
and financial liabiliies resulting from the adoption of PFRS 8 are recognized in
retained eamings and reserves as at January 1, 2018. Accordingly, the
information presented for 2017 does not generally refiect the requirements of
PFRS 9, but rather those of PAS 39,

Impsiment of Financial Assets

Under PFRS 8 impairment model, ECL are measured as either 12-month ECL or
lifetime credit losses. This is only applicable to financial assets that are debt
instruments classified as at FVOCI or amortized cost, while Investments in equity
instruments are outside the scope of the new impairment requirements, because
under PFRS 9, they are accounted for either ags FVTPL or FVOCI. Accordingly,
equity investments under the scope of PFRS 9 are no longer fested for
impairmaent.

Effects of Transition on the Opening Balance of the Refainad Eamings
There is no significant impact of transition to PFRS 9 on the opening balance of
the retained earnings.

Changes in accounting policies resulting from the adoption of PFRS 9 have been
applied retrospectively, except as described below:

s The Group used an exemption not to restate comparative information for
prior periods with respect to classification and measurement (including
impairment) requirements. Therefore, comparative pericds have been
restated only for retrospective application of the financial assets and
liabilittes. Differences in the canmying amounts of financial assets and
liabilities, if any, resulting from the adoption of PFRS 9 are recognized in
retained earnings as at January 1, 2018. Accordingly, the information
presented for 2017 does not generally reflect the requirements of PFRS 8,
but rather those of PAS 39.

o The following assessments have been made on the basis of the facts and
clreumstances that existed at the date of Initial application:

- The determination of business model within which the financial asset is
held; and

- The designation of certaln investments in equity instruments not held for
trading as at FVOCI,



The adoption of PFRS 9 had no significant effect on the camrying amounts of the
financlal assets and liabilities as at January 1, 2018 and related solely to the new
categories under PFRS 8.

« PFRS 15, Revenue from Contracls with Cuslomers, rteplaces PAS 11,
Construction Contracts, PAS 18, Revenue, intemational Financlal Reporting
Interpretations Committee (IFRIC) 13, Customer Loyalty Programmss, IFRIC 18,
Transfer of Assels from Cusfomers, and Standard Interpretations Commitlae
(SIC)-31, Revenue-Barter Transactions Involving Advertising Services. The new
standard introduces a new and more comprehensive revenue recognition model
for contracts with customers which specifies that revenue should be recopnized
when {(or as) a company transfers control of goods or senvices to a customer at
the artount to which the Group expects o be entitied.

PFRS 15 requires a contract with a customer to be legally enforceable and fo
meet certain criteria to be within the scope of the standard and for the general
mode! to apply. It introduces detailed guidance on identifying performance
obligations which requires entities to determine whether promised goods or
services are distinct. It also introduces detalled guidance on determining
transaction price, including guidance on variable consideration and consideration
payable to customers. The transaction price will then be generally aliocated to
each performance obligation in propostion to its stand-alone selling price.
Depending on whether certain criteria are met, revenue is recognized over time,
in a manner that best refiects the entity's performance, or at a point in time, when
control of the goods or services is transferred to the customer.

The standard does nat apply to insurance contracts, financial instrumenis or
leage contracts, which fall in the scope of other PFRSs. 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 ather PFRS takes precedence.

The Group has adepted PFRS 15 using the cumulative effect method and with
the effect of initially applying this standard recognized at the date of initial
application (i.e., January 1, 2018). Accordingly, the information presented for
2017 have not been restated and continues to be reported under PAS 18. The
new requirement has no significant impact on the consolidated financial
statements of the Group.

» Philippine Interprefation IFRIC-22, Foreign Currency Transactions and Advance
Consideration. The interpretation clarifies that the transaction date to be used for
translation for foreign currency transactions involving 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 ruitiple payments or receipts, each payment or receipt gives rise to a
separate transaction date. The interpretation applies when an entity pays or
receives consideration in a foreign currency and recognizes a non-monatary
asset of liability before recognizing the related item.

Basis of Consalidation

The consolidated financial statements include the accounts of the Parent Company,
as well as those of its subsidiaries enumerated in Note 1 to the consolidatad financial
staternents.



Subsidiaries

Subsidlaries are entities controlled by the Parent Company. The Parent Company
controls an entity if and only if, the Parent Company is exposed to, or has rights to,
variable returns from its involvement with the entity and has the abllity to affect those
retums through its power over the entity. The Parent Company reassesses whether
or not it controls an investee if facts and circumstances indicate that there are
changes to one or mara of the three elements of contrel.

The financial statements of the subsidiaries are prepared for the same reporting
period as the Parent Company and are included In the consolidated financial
statemants from the date when confrol 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 s0 causes the NCI to have a deficit balance.

Accounting for NCI

NCI represents the portion of profit or logs, OCI and the net assets not held by the
Group and are presented separately in the consolidated statement of profit or loss
and other 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
ownars and therefore ne goodwill is recognized as a result of such transactions. The
adjustnants to NCI, if any, are based on a proportionate amount of the net assets of
the subsidiary.

Loss of Control

Upon the loss of control, the Group derecognizes the assets and liabilites of the
subsidiary, any noncontrolling interests and other components of equity related to the
subsidiary. Any surplus or deficit resulling from loss of cantrol is recognized in profit
or loss. If the Group retains any interest in the previous subsidiary, then such interest
is measurad at fair value at the date that control is lost. Subsequantly, It is accounted
for as an equity-accounted investee or as an equity security - at FVQCI depending
cn the level of influence.

Transactions Eliminated on Consolidation

Intra-group befances and transactions, and any unrealized income and expenses
arising from infra-group transactions, are eliminated In preparing the consolidated
financial stalements. Unrealized gains arising from transactions with equity-
accounted [nvestees are eliminated against the investment to the exent of the
Group's interest in the investee. Unrealized losses are eliminated in the same way as
unrealized gains, but only to the extent that there is no evidence of impaliment.

Senment Reporting

An operating segment is a component of the Group that engages in business
activities from which it may sam revenues and incur expenses, including revenues
and expenses that relate to transactions with any of the Group's other components,
All operaling results are reviewed regularly by the Group's BOD, the chlef operating
decision maker of the Group, o make decisions about resources to be altocated to
the segment and fo 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 inciude 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.

Sagment capltal expenditure is the total cost incured during the year to acquire
property and equipment.

The Group’s operating businesses are organized and managed separately according
to hotet property location, with each segment representing a strategic business unit.

Revenue Recoanition

Revenue from Contracts with Customers

Tha Group's business is primarily engaged in offering hotel rooms and facilities such
as restaurants, function halls, coffee shops and all adjuncts and accessories thereto.

Tha Group recognizes revenue when it transfers control over a product or service to
a custemer. Revenue is measured based on the consideration specified in a contract
with a customer.

In the comparative period, revenue was measured at the fair value of the
cansideration received or receivable. Revenue from sale of goods and services was
recognized when the significant risks and rewards of ownership had been transferred
to the customer, recovery of the consideration was probable, the associated costs
and possible retum of goods or services could be estimated reliably, there was no
continuing management involvement with the goods or sarvices and the amount of
revenue could be measured reliably.

The following is a description of principal activities from which the Group generates
its revenue. Revenue is disaggregated by major products/service lines as refiected in
the consolidated statement of profit or loss and other comprehensive income.

Hotel Rooms and Function Halls

Revenue from hotel rooms and function halls is recognized at the point in time when
control of the asset is transferred to a customer, generally on actual occupancy. The
normal cradit tenms for lease of hotel rooms and function halls is 30 days, when
payment is made on credit.

Fuood and Beverage
Revenue from food and beverage is recognized at the point in time when the goods
have been delivered.

Rent and Related Income
Rental income on leased areas of the Group is accounted for on a stralghtline hasis
over the tam of the lease.

Other Operating Dapartments

Revenue from other operating departments is recognized at the point In time when
the service has been rendered. This includes guest, laundry and valet, parking fees,
among others.

inferest Incoms
Interast income is recognized on a time proportion basis on the principal outstanding
and at the rate applicable.

Other income
Other income is racognized at the point in ime when the service has been rendered.
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Detarmination of whether the Group is Acting as a Principal or an Agent
The Group assesses its revenue arrangements against the following criteria to
determina whether it is acting as a principal or an agent:

« whether the Group has primary responsibllity for providing the goods and
services;

v whether the Group has inventory risk before or after the customer order;

«  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 paity 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 amangements and concluded that it is acting as
principal in all arrangements.

Cost and Exnenge Recognitien
Costs and expenses are recognized In profit or loss upon utilization of the service or
at the date they are incurred. interest expense are reported on an accrual basis.

Einancial Instruments

A financial instrument is any contract that gives risa to a financial asset of one entity
and a financial liability or equity instrument of another entity.

Date of Recogniiion
Financial instruments are recognized in the consolidated statement of financial
position when the Group becomes a parly to the contractual provisions of the
instrument. The Group determines the classification of its financial assels on initial
recognition and, where allowed and appropriate, re-evaluates these classifications at
each reporling date.

All regular way purchases and sales of financial assets are recognized on the frade
date, i.e. the date that the Group commits to purchase the asset Regular way
purchases or sales are purchases or sale of financial assets that require delivery of
assets within the period generally established by regulation or convention in the
market place.

A financial asset (unless it is a trade receivable without a significant financing
component) or financial liability is initially measured at fair value plus, for an itern not
at FVTPL, transaction costs that are directly attiibutable to its acquisition or issue. A
trade receivable without a significant financing component is initially measured at the
transaction price.

Measurement st Initial Recognition

Financial instruments are recognized initially at fair value of the consideration given
{in case of an assef) or received (in case of a lability). Except for financial
instruments at FVTPL, the initial measurement of financfal instruments includes
transaction costs.

Classification of Financial Assets from January 1, 2018
Einancial Assets

On Initial recognition, a financial asset is classified as measured at amortized cost,
FVYOCI or FYTPL, based on their contractual cash flow characteristics and the
business modei for managing the financlal assets.
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Debt Instruments

Financial Assets Measured at Amortized Cost

A financial asset that is a debt instrument, other than those that are designated at
FVTPL, which meet both of the following conditions:

v The financial asset is held within a business model whose objective is to hold
financial assets in order to collect contractual cash flows; and

v Tha contractug! terms of the financial asset give rise on specified dates to cash
flows that are solely payments of principal and interest (SPPI) on the principal
amount outstanding.

included in this category are the Group’s cash and cash equivalents, receivables,
notes raceivable, due from related parties, short-term invesiments and refundable
deposits.

Cash
Cash includes cash on hand and in banks which are stated at face value.

Receivables .
Receivables are nonderivative financial assets with fixed or determinable payments

and are not quoted In an active market. They arise when the Group provides money,
goods or services directly to a debtor with no intention of trading the receivables.
These are included in current assets if maturity is within twelve (12) months from the
reporting date. Otherwise, these are classified as noncurrent assets.

Short-termn Investments
Short-term investments are certificates of deposit which are highly liquid with

maturities of more than three (3) months but less than one (1) year from date of
acquisition and are subject to an insignificant risk of change in value.

Refundable Deposits
Refundable deposits are payment made by the Group to its lessors at the incepticn

of the respective lease agreements entered into by the Group.

£VoCt
A financial asset that is a debt instrument measured at FVOCI shall meet both of the
following conditions and is not designated as FVTPL:

s The financial asset is held within a business model whose objective is achieved
by both collecting contractual cash flows and seliing financial assets; and

= The coniractual terms of the financial asset give rise on specified dates to ¢ash
flows that are SPPI on the principal amount outstanding.

Included in this category is the Group's equity securities at FVOCI.

FVTPL

All ather financial assets not measured at FVOC! or at amortized cost are classified
as measured at FVTPL, except when the financial asset is part of a hedging
relationship. On inltial recognition, the Group may irmevocably designate a financial
asset that otherwise meets the requirements to be measured at amortized cost or at
FVOC! as at FVTPL if doing so eliminates or significantly reduces an accounting
mismatch that would otherwise arisa,

There are no financial assets at FVTPL as at the date of initial application and as at
December 31, 2018.
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Equity Instruments
Flnancigl assets that are equity instruments shall be ciassified under any of the
following categories:;

s Financial assets measured at FVTPL which shall include financial assets held for
trading; ot

s Financial assets at FYOC! which shall consist of equity instruments that are
irevocably designated at FYOCH at initial recognition that are neither held for
trading nor contingent consideration recognized by an acquirer in a business
combination to which PFRS 3, Business Combinations applies. This election is
made on an instrument-by-instrument basis.

As at December 31, 2018, the Group has equity securities - at FVOCI as financial
assets measured at FVOCI.

Business Model Assessment

Business model pertains to the manner by which a portfolio of financial assets will be
managed to generate cash flows such as by collecting contractual cash fiows or by
both collacting contractual cash flows and selling the financial assets, among others.

The Group makss an assessment of the objective of the business madel for the
financial assets becausa this bast reflects the way the financial assets are managed.
The information considered includes:

v tha stated policies and objectives for the financial assets and the operation of
those pelicies in practice. Thesa include whether managsment's strategy focuses
on eaming contractual interest income, maintaining a particufar interest rate
profile, eaming dividend income, matching the duration of the financial assets to
the duration of any related liabllities or expected cash outflows or realizing cash
outfiows through the sale of assels;

»  the rigks that affect the performance of the business model and how those risk
are managed,;

o  how managers of the business are compensated (e.g. whether compensation is
based on the fair value of the assets managed or the contractual cash flows
collected); and

»  the fraquency, volume and timing of sales of financial assets in prior periods,
the reason for such sales and expectations about future sales activity.

Transfors of financial assets to third parties in transactions that do not qualify for
derecognition are not considered for this purpose, consistent with the Group's
continuing recognition of the assets.

Financial assets that are heid for trading or are managed and whose financial
performance is evaluated on a fair value basis are measured at FVTPL.

Assessment whether Contractuel Cash Flows are SPP!

In assessing whether the contractual cash flows are SPPI, the Group considers the
contractual terms of the instrument. This includes assessing whether the financial
asset contains a contractual term that could change the timing or amount of
contractual cash flows such that it would not meet this condition. In making the
assessment, the Group considers:

contingent events that would change the amount or timing of cash flows;
terms that may adjust the contractual coupon rate, including variable rate
features;

o prepayment and extension features; and



o terms that limit the Group’s claim to cash flows from specified assets
(e.g. nonrecourse features).

Prepayment feature Is consistent with the SPPI criterion if the prepayment amount
substantially represent unpaid amounts of principal and interest on the principal
amount outstanding, which may include reasonable additional compensation for
early tarmination of the contract. Additionally, for a financial asset acquired for a
discount or premium to its contractusl face amount, a feature that permit or requires
prepayment that an amount that substantially represents the contractual face amount
plus accrued (but unpaid) contractual Interest (which may Iinclude reasonable
additional compensation for early termination) is treated as consistent with this
criterion if the fair value of the prepayment feature Is insignificant at initial
recognition.

Subsequent Measurement of Financial Assets from January 1, 2018

Financial assels at amortized cost are subsequently measured at amortized cost
using the effective interest method. The amortized cost is reduced by impairment
losses. Interest income, foreign exchange gains and losses and impairment are
recognized in profit or loss. Any gain or loss on derecagnition is recognized in profit
or loss.

Dabt investments at FVOCH are subsequently measured at fair value. Interest income
calculated using the effective interest method, foreign exchange gains and losses
and impairment are recognized in profit or loss. Other net gains and losses are
recognized in OCl. On derecognition, gains and losses accumulated in OCI are
reclassified to profit or loss.

Equity invastments at FVOCI are subsequently measured at fair value. Dividends are
recoghized as income in profit or loss unless the dividend clearly represents a
recovery of part of the cost of the investment. Amounts recognized in OC! are not
classified to profit or loss.

Financial assets at FVTPL are subsequently measured at falr value. Net gains and
losses, including any interest or dividend income, are recognized in profit or loss.

Classification and Subsequent Measurements before January 1, 2018

The Group classifies its financial assets into the following categories: financial assets
at FVTPL, AFS financlal assets, held-to-maturity (HTM) investments and loans and
recelvables.

The clagsification depends on the purpose for which the instruments were acquired
and whether these are quoted in an active market.

Management determines the classification of its financial instbuments at initial
recognition and, where allowed and appropriate, re-evaluates such designation at
every reporting date.

As at December 31, 2017, the Group only has loans and receivables and AFS
financial assets.

Loans and Recelvables

Loans and racsivables are non-detivative financial assets with fixed or determinable

payments and fixed maturities that are not quoted in an active market. These are not

gn’g.:red info with the intention of immediate or shart-term resale and are not heid for
ading.



ARer inittal measurement, loans and receivablas are subsequently measured at
amortized cost using the effective interest method, less aliowance for impaimnent,
if any.

Classified under this category are the Group's cash and cash equivalents,
receivables, notes receivable, due from related parties, shori-term investments and
refundable deposits. (see Notes 4, 5, 7, 8, 10 and 21).

HTM Investments

HTM investments are quoted non-derivative financial assets with fixed or
determinable payments and fixed maturities for which management has the positive
intention and ability to hold to maturity. Where the Group sells or reclassifies other
than an insignificant amount of HTM investments, the entire category would be
tainted and reclassified at fair value as AFS financia! assets. Afler initial
measurement, these investments are subsequently measured at amortized cost
using the effective interest method, less any aliowance for impaiment. Amortized
cost is caloulated by taking into account any discount or premium on acquisition and
feas that are an integral part of the effective Interest rate (EIR). The amortization, if
any, is included as part of “Interest income” in profit or loss.

As at December 31, 2017, the Group does not have HTM investment.

AFS Financial Assets

AFS financial assets are non-derivative investments that are not dssighated as
another category of financial assets. Unquoted equity securities whose fair vaiue
cannot be reliably measured are camied at cost less accumulated impairment losses,
if any. All other AFS financial assets are carried at fair value through equity.

As at December 31, 2017, the Group has AFS financial assets.

Classificafion and measurement of Financial Liabilities before and from
January 1, 2018

Einancig| Liabilifies

Financial liabilities are initially recognized at fair value. Transaction costs are
deducted from the initial measurement of the Group’s financial liabilities except for
debt instruments classified at FVTPL.

Financial liabllities are subsequently measured as follows:

v financial liabilities that arise when a transfer of a financial asset does not qualify
for derecognition or when the confinuing invoivement approach applies;
financial guarantee contracts;

o commitments to provide a loan at a below-market interest rate; and

« contingent consideration recagnized by an acquirer in a business combination.

As at December 31, 2018 and 2017, other financial liablittes at amortized cost
include trade and other current payable and accrued expenses, loans payable,
concessionaires’ deposits, due to related parties, and other current iiabilities except
for output VAT payable and other statutory payablas (see Notes 11, 12, 13, 14, 21
and 25). There are no financial liabilittes measured at FVTPL.



Other Financial Liabilities at Amortized Cost

Issued financial instruments or their components which are not classified as financial
liabllities at FVTPL are classified as other financial Habiliies at amortized cost,
where the substance of the contractual arrangement results in the Group having an
abligation either to deliver cash or ancther financlal asset to the holder or lender,
or to satisfy the ohligation other than by the exchange of a fixed amount of cash.
ARar initial measurement, other financial liabilities are subsequently measured at
amortized cost using the effective interest method.

Darecognition of Financial Insfruments

ci
A financial asset (or, where applicable a part of a financial asset or part of a group of
similar financial assets) is derecognized when:

The rights to receive cash flows from the asset have expired,

The Group refains the right to receive cash flows from the asset, but has assumed
an obligation to pay them in full without material delay to a third party under a “pass-
through” arrangement; or

The Group has transferred its right to receive cash flows from the asset and either
has: {a) transferred substantizlly ail the risks and rewards of the assef, or (b} has
neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset. '

Where the Group has fransferred its right to receive cash flows from an asset and
has neither transferred nor retained substantially all the risks and rewards of the
asset nor transferrad control of the asset, the asset is recognlzed to the extent of the
Group's cantinuing involvement in the asset. Continuing involvement that tekes the
form of a guarantee over the transferred asset is measured at the lower of the
original carmrying amount of the asset and the maximum amount of consideration that
the Group could ba required fe pay.

Financial Lighilities
A financlal Hability is derecagnized when the obligalion under the liability is

discharged or cancelled or has expired. Where an existing financial liabllity is
replaced by another from the same lender on substantiatly different tarms, or the
terms of an exsting liability are substantially modified, such an exchange or
medification is treated as a derecognition of the original liabiiity and the recognition of
a new liability, with the difference in the respective carrying amounts racognized in
consolidatad statament of profit or loss and other comprehensive income.

Offsetting of Financial instruments

Financlal assets and financial liabilifies are offset and the net amount is reported in
the consofidated statement of financial position if, and only if, there is a cumently
enforceable legal right to offset the recognized amounts and there is an intention to
settle on a net basis, or to realize the asset and setlla the ability simultaneously.
This is generally not the case with master netting agreements, thus, the related
assets and liabilities are presented at gross amounts in the consolidated statement
of financial position.

As at December 31, 2018 and 2017, anly due to/from related party transactions wera
offset in the consolidated financial statements. The said accounts were being set-off
bacause the management intends either to setile on a net basis or to reafize the
asset and settle the liability simultaneously.



Determination and Measurement of Fair Value

The Group measures financial instruments at fair value at sach consolidated
statement of finandial position date. Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The falr value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability takes place
either:

= |n the principal market for the asset or liability; or
a In the absence of a principal market, in the most advantageous market for the
asset or liability.

The principal or the most advantageous market must be accessible by the Group.
The fair value of an asset or a liablity is measured using the assumpfions that
market participants would use when pricing the assset or liabliity, assuming that
market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market
participant's ability to generate economic benefits by using the asset in its highest
and best use or by selling it to market participant that would use the asset in its
highest and best use.

The Group uses valuation fechnigue that are appropriate in the circumstances and
for which sufficient data sre available fo measure fair value, maximizing the use of
relevant observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the
consalidated financial statements are categorized within the fair value hierarchy,
described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:

Level 1 - Quoted {unadjusted) markets for identical assets or liabilities.
Level 2 - Valuation technigues for which the lowest level input that is significant
to the falr value measurement is directly or indirectly observable.

= Level 3 - Valuation techniques for which the lowest level input that is significant
{0 the falr value measurement is unobservable.

For assets and liabilities that are recognized in the consolidated statement of
financial position on a recurring basis, the Group determines whether transfer have
occurved between Levels in the hierarchy by reassessing catagorization (based on
the lowest level input that is significant to the fair value measurement as a whole) at
the end of each reporting period.

“Day 1" Difference

Where the transaction price in a non-active market is diffarent from the fair value of
other observable current market transactions in the same instrument or based on
valuation techniqgue whose variables include only data from observable market,
the Group recegnizes the difference between the transaction price and fair value
(a "Day 1" Difference)} in the consolidated statement of profit or loss and cther
comprehensive income in the period when the asset is acquired or the liability Is
incurred. In cases where the fransaction price used Is based on inputs which are not
observable, the difference between the kransaction price and mode! value is only
recognized in the profit or loss in the period when the Inputs become observable or
when the instrument is derecognized. Fer each fransaction, the Group determines
the appropriate method of recognizing the “Day 1° Difference.
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impairment cigl Assets

Impealrmant of Financial instruments from January 1, 2018

At the date of iniial application of PFRS 9, the Group uses reasonable and
supportable information that is available without undue cost or effort to determine the
credit risk at the date that a financial instrument was initially recognized and
compared that to the credit risk at the date of initial application.

Lifetime ECLs result from all possible default events over the expected life of a
financial instruments while 12-month ECLs are the pertion of ECLs that result from
default events that are possible within 12 months after the reporting date
{or a shorter period of the expected life of the instrument is less than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual
period over which the Group is exposed to credit risk.

Movement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are
measured as the present value of cash shortfalls (Le. the difference between the
cash flows due to the entity in accordance with the contract and the cash flows that
the Group expects to receive).

ECLs are discounted at the effective interest rate of the financial assets.

Credit-impaired Fingncial Assets

At each reporting date, the Group assesses whether financial assets carmied at
amortized cost are credit-impaired. The financial asset is ‘credit impaired’ when one
or more events that have a detrimental impact on the estimated future cash flows of
the financial assets have occurred.

Evidence that a financial asset is credit-impaired includes the following observable
data:

signlficant financial difficulty of the borrower or issuer,

= a braach of contract such as default or being more than the normal credit terms
of the Group;

s the restructuring of a loan or advance by the Group on terms that the Group
would not consider otherwise;

» it is probable that the borrower will enter bankrupicy or other financial
recrganization; or ‘ .

o the disappearance of an active market for a security because of financial
difficulties.

Loss aliowances for financiat assefs measured at amortized cost are deducted from
the gross carrying amount of the assets.

Impairment of Financigl instruments befora January 1, 2018

An assessment is made at each reporting date to determine whether there
is oblective evidence that a financial asset may be impaired. If such evidence exists,
any impairnent loss is recognized in profit or loss, For assets carried at amortized
cost, impairment is measured as the difference between the cafmmying amount
and tha present value of the estimated future cash flows discounted at
the instrument's original effective interest rate.



Estimates of changes in future cash flows for groups of assets should reflect and be
directionally consistent with changes in related observable data from period to period
(for example, payment status, or other factors indicative of changes in the probability
of losses in the group and their magnitude). The methodology and assumptions used
in estimating future cash flows are reviewad regularly by the Group to reduce any
differences between loss estimates and actual loss experience.

The camying amount of the asset is reduced through the use of an allowance
account and the arnount of the loss Is recognized in the consolidated statement of
profit or loss and other comprehensive income. When a loan or a receivable is
uncollectible, it is written off against the related allowance for impairment and credit
losses. A loan or a receivable is written-off after all the necessary procadures have
been completed and the amount of the loss has been determined. Subsequent
recoverias of amounts previousty written off reduce the amount of the provision for
impairment and credit losses recognized in the consolidated statement of profit or
loss and other comprehensive income. [f, in a subsequent year, the amount of the
impairmant and credit loss decreases and the decrease can be related objectively to
an event accurring after the impairment was recognized, the previously recognized
Impalrment and credit loss is reduced by adjusting the allowance account. The
amount of the reversal is recognized in the consolidated statement of of profit or loss
and other comprehensive income.

ant apd cLrrent Clagsification
The Group presents assets and liabiflites in the consolidated statement of financial
position based on current/nancurrent classification. An asset is current when:

o |tis expected to be realised or intended to be sold or consumed in the normal
operating cycie;
Itis held primarily for the purpose of trading;
It is expected to be realized within twelve months after the reporting pericd; or
It is cash cr cash equivalent unless restricted from being exchanged or used fo
settle a liability for at least twelve months after the reporting period.

Ali other assets are classified as noncurrent,
A liabliity is current when:

It is expected to be settled in the nomal operating cycle;

it is held primarily for the purpose of trading; .

it is due to be settled within twelve months after the reporting period; or

There is no unconditional right to defer the setiiament of the liability for at least
twelve months after the reporting period

The Group classifies all other liabilities as noncurmrent.
Deferred tax assets and liabilities are classified as noncurrent assets and liabilities.

nventories

Inventories are stated at the lower of cost and NRV. Cost incurred in bringing the
inventories to their present location and condition is calculated using the weighted
average method.
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NRYV 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 cument replacement cost.
Inventories are periodically reviewed and evatuated for obsolescence. Obsolete
inventories are scrapped or disposed of and the related costs are charged to
operations,

Prepald Expenses
Prepaid expenses represent expenses not yet incurred but are already paid. Prepaid

expenses are initially recorded as assets and measured at the amount of cash paid.
Subsequent to initiai 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 financial position as
current assets when the cost of goods or services related to the prepayments are
expected fo be incurred within one year or the Group's normal operating cycle,
whighever is longer. Otherwise, they are classified as noncurrent assets.

Propetty and Equipmesn

Measurement at initial Recognition

Upon initial recognition, items of property and equipment are measured at cost which
comprisas the purchase price and all 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 leasehold improvements, operating equipment
and construction-in-progress which are stated at cost, are caried at revalued
amounts, being the fair value at the date of the revaluation less any subsequent
accumulated depreciation and amortization and impaimment 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 vaiue at the
end of the reporting period. :

The net appraisal surpius resulting from the revaluation is credited to “Revaluation
surpius on property and equipment” account (net of coresponding deferred 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 value of the
sama asset recognized in profit or loss. A decrease in value is recagnized in profit or
ioss 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 sumplus absorbed
through depreciation is being transferred to “Accumulated Daeficit” account, net of
defemred tax effect.

All costs, including barrowing costs, which were directly and clearly associated with
the construction of the Groups, were capitatized.

Construction-in-progress, inciuded in praperty 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 unil such time as the
relevant assels are completed and put into operational use.
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Operating equipment consisting of chinaware, glassware, silverware and linen are
stated at cost less accumulated amortization and adjustments based on periodic
inventory method. Under this method, the recorded costs of operating equipment are
amortized using various rates and adjusted based on periodic inventory eount.
Adjustments include the effects of any breakages and damages. The amortization
and adjustments are recognized in profit or loss.

Subsequent Costs

Subsequent costs that can be measured reliably are added to the carrying amount of
the asset when it is probable that future economic benefits assoclated 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 period in which they are Incurred.

Fair Value Measuremsnt

The Group's property and equipment as at December 31, 2018 and 2017 is based
on Leve! 3. Further information about the assumption made in measuring fair value
of property and equipment is included in Note 9 to the consclidated financial
statements.

Depreciation and Amortization

Depreciation [s computed using the straight-line 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:

Number of Years

Land improvements 5-10
Leasehold improvements Shorter of lease term

and 10
Hotel buildings and improvements 15- 50
Furniture, fixtures and equipment 3
Operating equipment 3
Transportation eguipment 3

The estimated useful lives, as well as the depreciation and amoriization methods are
reviewed at each reporting date to ensure that the perod and methods of
depreciation and amortization are consistent with the expected pattern of economic
benefits from those assets.

Fully depreciated and amortized assets are retained in the accounts until they are no
longer in use, no further charges for depreciation and amortization are made in
respect of those assets.

When an asset is disposed of, or is parmanently withdrawn from use and no fuiure
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 refirement or disposal is
recognized in profit or foss.

Impaiment of Nonfinancial Assets
The cartying 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 sstimated.
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An impairment foss 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 carmied at ravalued amount, in which
case the impairment 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 dispesal is the price that would be
received to sell an asset or paid to fransfer 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 time
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 belongs.

An impaiment loss is reversed if there has bsen a change in the estimates used to
determine the recoverable amount. An impaiment loss is reversed only 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 Impairment loss had been
recognized. Reversals of impairment 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 amoriization expense is adjusted in future
years to allocate the asset's revised carmrying amount, less any residual value, on a
systematic basis over its remaining life.

A reversal of an impaiment loss on a revalued asset is recognized in the
consolidated statement of changes in equity and increases the revaluation surpius.
However, to the extent that an impairment loss on the same revalued asset was
previously recognized in the profit or loss, a reversal of that impairment loss is also
recognized in the profit or loss.

Employee Benefits

Short-term Employese Benefits

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.

Definsd Beneiit 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 perods, discounting that amount and deducting the fair value of any
plan assets.

The calculation of DBO is performed on a periedic basis by a qualified actuary using
the projected unit cradit method. When the calculation results in a potential asset for
the Group, the recognized asset is limited to the present value of economic benefits
avaiiable in the form of any future refunds from the plan or raductions in future
contributions to the plan.
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Remeasurement of the net defined benefit Hability, 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 recognized immediately in OCI and presented
under “Retirement Benefits Reserve” under equity. The Group determines the net
interest expense ar Income on the net defined benefit liabillty 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 pericd as a result of
contributions and benafit payments. Net interest expense and other expenses related
to the defined benefit plan are recognized in profit or loss.

When the benefits of a plan are changed or when a plan is curtailed, the resulting
change In beneft that relates to past servica or the gain or loss on curtailment is
recognized immediately in profit or loss.

The Group recognizes gains and losses on the setflement of a defined benefit plan
when the setilement accurs.

Related Party Relationship
A ralated pasty relationship exists when one party has the abllity to control, direclly or

indirectly, through one or more intermediaries, the other party or exercise sigrnificant
influence over the other party in making financlal and operating declsions. Such
relationships also exist between andfor among entities which are under common
control with the reporting enterprise, or between, and/or among the reporling
enterprise and its KMP, directors, or its stockholders. In considering each possible
related party relationship, attention is directed to the substance of the relationship,
and not merely the legal form.

QOparating | eases - Group as L essor
lL.eases in which a significant portion of the risks and rewards of ownership is

retained by the Group are classified as operafing leases. Initial direct costs incurred
in nagotiating operating lease are added to the camying amount of the leased asset
and recognized over the ieased 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 colleclible based on the contract provision.

Operating Lease - Group as Lesses
Leasa 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-
canceligble operating leases are recognized in profit or loss on a siraight-line basis
over the term of the lease.

orei rency Transactions and on
Transactions denominated in foreign cumrencles are recorded In Philippine peso
based on the exchange rates prevalling at the dates of the transactions. Monetary
assets and liabllities denominated in foreign cumencies are translated to Philippine
pesn using the rates of exchange prevalling at the reporting date.

Differences arising on settlement or translation 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” account in OCI until the net
invastment is disposed of, at which ime, the cumulative amount is reclassified to
profit or loss. Tax charges and credits attributabla to exchange differences on those
monetary items are also recorded in OCl,



Nonmonetary items that are measured in ferms of histordcal cost in a foreign
currency are translated using the exchange rates at the dates of the initial
fransactions. Nonmonetary iters measured at fair value in a foreign cumrency are
transiated using the exchange rates at the date when the fair value is determined.

The gain or loss arising on translation of nonmonetary items measured at fair value
is treated In line with the recognition of the gain or loss on the change in fair valus of
the item (i.e.. translation differences on items whose fair value gain or loss is
recegnized in OC! or profit or loss are also recognized in OCI or profit or loss,
respectively).

During ths franslation of the cansolidated financial statement accounts of the foreign
subsidiaries wherein accounts are being maintained in U.S. dollar, the differences
between the reporting currency and the functicnal currency are recorded in GCI.

The results and financial position of the foreign subsidiaries are translated into
Philippine peso using the following procedures:

e assats 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 resulting exchange differences are recognized as a separate component in

equity,

Incoma Taxes
incoma tax, which comprises current and deferred tax, is recognized in profit or loss

excapt to the extent that it relates to items recognized directly in equity and in OC1.

Current tax is the expected tax payable for the year, using tax rates enacted at the
reporting date, and any adjusiment 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:

o temporary differences on the initial recognition of assets or liabiliies in a
transaction that is not a business combination and that affacts neither accounting
ot taxable profit or loss; B

o temporary differences related to investments in subsidiaries and jointly controiled
enfities to the extent that it is probable that they will not reverse in the
foreseeable future; and

» taxable temporary differences arising on the initial recognition of goodwill,

Deferred tax is measured at the tax rates that are expected to be applled to
temporary differences when they reverse, based on the laws that have been enacted
or substantively enacted at the reporting date.

A deferred 1ax 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 reducad 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 approptate.



Deferrad tax assets and liabilities are offset if there Is a legally enforceable right to
offset cumrent tax liabilities 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 irtend to sefle current tax liabiliies and assets on a net basis or elther tax
assets and liabilities will be realized simultaneously.

VAL
Revenues, expenses and assets are recognized net of the amount of VAT, except:

»  where the tax incurred on 2 purchase of assets or services is not recoverable
from the taxation authority, in which case the tax Is recognized as part of the cost
of acquisition of the asset or as part of the expense item as applicable; and

a  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 cument assets® or “Accounts
payable and accrued expenses” accounts in the consolidated statement of financial
position.

Equity

Capital stock Is classified as equity. Incremental costs directly attributable to the
issuance of capital stock, if any, are recoghized 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 recognized in profit or loss.

Retained eamings (accumulated defict) includes accumulated results of operations
as reported in the consolidated statement of profit or loss and other comprehensive
income, net of any dividend distribution,

EPS/LPS

Basic EPS/LPS is datermined by dividing net income or loss for the year by the
weighted average number of common shares subscribed and issued during the year,
after retroactive adjustment for any stock dividend and stock splits declared during
the year. Diluted EPS/LPS 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 peried or at the time of
issuance during the year.

Provisions and Contingencies
A provision is a liabllity 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 abligation
and a reliable estimate can be made. The amount to be recognized as provision shall
be the best estimate of the expenditure required {o setfie the present obligation at the
end of the reporting period.

When [t is not probable that an outflow of economic benefits will be required, or the
amount cannot be estimated reliably, the obligation Is disclosed as a contingent
liability, unless the probability of cutflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the occurrence or non-
ocourrence of one or more future events, are also disclosed as contingent liabllities
unless the probability of outffow of economic benefits is remote.

A contingent asset is a possible asset that arses from past events and whose
existence will be confirmed only by the ccourrence or non-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 economic benefits is probable.

Events After the Reporting Perod
The Group identifies post year-end events as events that occurred after the reporting

date but before the date when the consolidated financial statements were authorized
for issus. Any post-yearend 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-yearend events
that are not adjusting events are disclosed in the notes to the consolidated financial
statements when material.

New Standards, Amendments to Sta and In tions Yet

A number of new standards, amendments to standards and interpretations are
effective for annual periods beginning after January 1, 2018. However, the Group
has not applied the following new or amended standards and interpretations in
preparing these consolidated financial statements. The Group has not yet accounted
for and is currently assessing the potential Impact of these, if any, on its consclidated
financial statements. :

To be Adoptad on January 1, 2019

v 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 alt major leases are recognized on balance sheef, removing
the [ease classification test. Lease accounting for lessors assentially remains
unchanged except for a number of details including the application of the new
[sase definltion, new sale-and-leaseback guidance, new sublease guidance and
new disclosure requirements.

Practical expedients and targeted refiefs wera introduced including an opiional
lessee exemption for short-term leases {leases with a term of 12 months or less)
and low-value items, as well as the pemmission of portfoiio-level accounting
instead of applying the requirements to individual leases. New estimates and
judgmental thresholds that affect the identification, classification and
measurament of leass transactions, as well as requirements to reassess certain
key estimates and judgments at each reporting date were introduced.

PFRS 16 is effective for annual pericds beginning on or after Januvary 1, 2019
with several transition approaches and individual options and practical
expediants that can be elected independently of each other. Earlier application is
permitted for entities that apply PFRS 15 at or before the date of initial
application of PFRS 16.

Adoption of PFRS 18 will result in the Group recognizing right-of-use assets and
lease liabilities for all contracts that are, or contain, a lease. For laases currently
classified as operating leases, under cuirent accounting requirements the Group
doas not recognize related assets or liablliies, and instead spreads the lease
payments on a straight-line basis over the lease term, disclosing in its @annual
consdlidated financial statements the total commitment.



The Group is required to adopt PFRS 16 starting January 1, 2079, The Group
has decided it will apply the madified retrospective adoption method in PFRS 18,
and, therefore, will only recognize [eases on balance sheet as at January 1,
2019. In addition, it has decided to measure right-of-use assets by reference to
the measurement of the lease liability on that date. This will ensure there is no
immediate impact to net assets on that date. At December 31, 2018, operating
lease commitments amounted to P38.39 million, which is not expected to be
materfally different from the anticipated position on December 31, 2019 or the
amount which Is expected to be disclosed at December 31, 2018. Assuming the
Group's jease commitments remain at this level, the effect of discounting those
commitments is anticipated to result in right-of-use assets and lease liabilities of
approximately P126.98 million being recognized on January 1, 2019. However,
further work still needs to be cared out to determine whether and when
extension and termination options are likely to be exercised, which wili result in
the actual liability recognized being higher or lower. Instead of recognizing an
operating expense for its operating lease payments, the Group will instead
recognize inferest on its lease liabilities and amortization on s right-of-use
assels.

Amendments to PAS 19, Employse Bensfits: Plan Amendment Curailment
or Sefftement. The amendments clarify that on amendment, curtaiiment or
seftlement of a defined benefit plan, a company now uses updated actuarial
assumptions to determine its current service cost and net interest for the period
and the effect of the asset ceiling is disregarded when calcubating the gain or loss
on any settiement of the plan and is dealt with separately in other comprehensive
income.

The amendment is effective for annual pericds beginning on or after
January 1, 2019 with early adoption permitted. Retrospective application is
requiired, subject to relevant transitional reliefs. The Group is currently assessing
the potential impact resulting from the application of the amendments to the new
standard on its consolidated financial statements.

Fhilippine Interpretation IFRIC-23, Uncertainty over income Tax Treatments
ciarifies how to apply the recognition and measurement requirements in PAS 12,
Income Taxes when there is uncertainty over income tax treatments. Under the
interpretation, whether the amounts recorded in the consolidated financial
statements will differ to that in the tax return, and whether the uncertainty is
disclosed or reflected in the measurement, depends on whether it is probable
that the tax authority will accept the Group's chosen fax 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 prediction 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 acfion by tax authoritles, following changes in tax rules or when a
tax authority’s right to challenge a treatment expires.

The Group is required to adopt IFRIC-23 starting January 1, 2019. The Group is
cumrently assessing and has yet to reasonably estimate the Impact of these, if
any, on its consolidated financial statements.



To be Adopled on January 1, 2020

Amendments to References fo Conceptual Framework in PFRS sets out
amendments o PFRSs, their accompanying documents and PFRS practice
statements to reflect the issuance of the revised Conceptual Framework for
Financial Reporting in 2018 (2018 Conceptual Framework), The 2018
Conceptual Framework includes:

2 new chapter on measurement;
guidance on reporting financial performance;
improved definitions of an asset and a lability, and guidance supporting
these definitions; and

s clarifications in important areas, such as the roles of stewardship, prudence
and measurement uncertainty in financial reporting.

Some Standards, their accompanying documents and PFRS practice statements
contain references to, or quotations from, the Interational Accounting Standards
Committee's Framework for the Preparation and Presentation of Financial
Statements adopted by the Intemational Accounting Standards Board In 2001 or
the Conceptual Framework for Financial Reporting Issued in 2010. The
amendments update some of those references and quotations so that they refer
to the 2018 Conceptual Framework, and makes other amendments fo clarify
which version of the Conceptral Framework is referred o in particuiar
documents,

These amendments are effective for annual reporting periods beginning on or
after January 1, 2020.

Definfion of Material (Amendments to PAS 1, Presentation of Financial
Stafements and PAS 8, Accounting Policies, Changes In Accounting Estimates
and Enors). The amendments refine the definition of material. The amended
definition of materia! states that information is material if omitting, misstating or
obscuring it could reasonably be expected to influence the decisions that the
primary users of general purpose financial statements make on the basis of
those financial statements, which provide financial information about a specific
reparting enlity. The amendments clarify the definifion of material and its
application by:

(a) raising the threshold at which information becomes material by replacing the
term 'coutld influence’ with ‘could reasonably be expected to influence’;

(b} including the concept of ‘obscuring information’ alongside the concept of
‘omitting’ and 'misstating’ infermation in the definition;

{c) clarifying that the users to which the definition refers are the primary users of
general purpose flnancial statements refered to in the Conceptual
Framawork:

{d) clarifying the explanatory paragraphs accompanying the definition; and

{e) sligning the wording of the definition of material across PFRSs and other
publications.

The amendments are expected to help entities make better materiality judgments

without substantively changing existing requirements. The amendments apply
prospectively for annual periods beginning on or after January 1, 2020,
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REPORT OF IMDEPENDENT AUDITORS
TO ACCOMPANY SUPPLEMENTARY INFORMATION FOR FILING
WITH THE SECURITIES AND EXCHANGE COMMISSION

The Board of Directors and Stockholders

Vitaterfront Philippines, Incorporated and Subsidiaries
No. 1 Waterfront Drive

Off Salinas Drive, Lahug

Cebu City, Cebu

We have audited, in accordance with Philippine Standards on Auditing, the consolidated
financial statements of Waterfront Philippines, Incorporated and Subsidiaries

{the Group) as at and for the year ended December 31, 2018, included in this

Form 17-A, on which we have rendered our report thereon dated April 26, 2019.

Our audit was made for the purpose of forming an opinion on the consolidated financiai
statements of the Group taken as a whole. The supplementary information included in
the following accompanying additional ccmponents is the responsibility of the Group’s
management.

1. Schedule of Philippine Financial Reporting Standards and Interpretations
(Annex A) ,

2. Map of Conglemerate (Annex 8)

3. Supplementary Schedules of Annex 68-E {Annex C)
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The above supplementary information is presented for purposes of complying with the
Securities Regulation Code Rule 65, 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. m all material respects, in relation to the consolidated
financial statements taken as a whole.
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WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE REQUIRED UNDER SECURITIES
REGULATION CODE RULE 68,

AS ANMENDED (2011)

Schedule of Philippine Financial Reporting Standards (PFRSs)
and Interpretations
Effective as at December 31, 2018

Fhilippine Financial Reporiing Standards

PFRS1 First-time Adoption of Philippine Financial Reporting | J
(Revised} | Standards |

Amendments o PFRS 1 and PAS 27 Costof an ;
Inveslment in a Subsidiary, Joinlly Controlled Entity or | J

Asgociata

time Adopters

Amendmeanlts to FFRS 1 Additional Exemptions for First- | J
|
!

Amendmant to PFRS 1. Limited Exemption from J
Comparglive PFRS 7 Disclosures for First-time Adopters

Amendmanis lo PFRS 1 Severe Hyperinflation and J
Removal of Fixed Dale for First-time Adopters

. Amendments to PFRS 1: Covernment Loans | S

~

Annual Improvements to PFRSs 2009 - 2011 Cycle: First- ;
fime Adontion of Philippine Financial Reporting Standards - | J
Repeated Application of PFRS 1 |

Annual Improvaments to PFRSs 2008 - 2011 Cycle: i

el o
| Borrowing Cost Exemplion :
Annual Improvamesnts to PFRSs 2011 - 2013 Cycle; PFRS J
version that a first-iima adopter czn apply
Annual Impravements to PFRSs 2014 - 2016 Cycle: J
Celetion of shart-term exemptions for first-time adoplers
PFRS 2 Share-based Faymant f
Amendmants to PFRS 2: Vizsting Conditions and J
Cancellations
Amendments to PFRS 2, Group Cash-seltled Share-based ¢
Fayment Trensactions
| Annual Improvaments to PFRSs 2010 - 2012 Cycle: J
| Maaning of 'vesting conditisn’
Amendments o PFRS 2: Classification and Measurement J
of Share-based Payment Transaclions
PFRS 3 Business Cambinations v
(Revised)
Annual Improvements to FFRSs 2010 - 2012 Cycle:
Classification and measurement of contingent J
consideration
Annual Improvements to FFRSs 2011 - 2013 Cycle; Scope J
exclusion for the formation of joint arrangements
Annual Improvameants ¢ PFRSs 2015-2017 Cycle:
Amendmeanis 1o PFRS 3 and PFRS 11 - Previously held J
interest in & joint oparation
Amendmants to PFRS 3: Definition of a Business o




1

Insurance Conlracis

PFRS 4
Ameandments 1o PAS 29 and PERS 4! Financial Guarantee J
Contracls
Amandments {0 PFRS 4: Applying PFRS 8, Financial ,
Insteurnents with PFRS 4, instirance Confracis "
PFRS 5 MNon-currant Assels Held for Sale and Discontinued /
Operations
Annual Impravamenls to PFRSs 2012 - 2014 Cycle: /
Changes in method for disposal
PFRS 6 Exploration for and Evalustion of Mineral Resources v
PFRS T Financial instruments: Disclosuras
Amandments to PFRS 7: Transition
Armandments o PAS 38 and PFRS 7 Reclassification of
Financial Aszets
Amendments to PAS 25 and “FR2 7: Reclassification of 7
Financal Asseis - Sffective Date and Transition
Arnendments to PFRS 7; Improving Disclosures about
Financial Insfruments
Amandments to PERS 7 Disciosuras - Transfers of 7
Financial Aszels
| Amendments to PFRS 7 Disclosuras - Offsetting Financial
Assels and Financial Liabililies
| Amendmenis lo PFRS 7: Mandsiory Effective Date of 2
L PFRE 9 and Transition Disclosures v
Annual Improvemenis (o PFRSs 2012 - 2014 Cycle: P
‘Conlinuing invalvement’ for servicing contracts
Annual Irnprovements to PFRSs 2012 - 2014 Cycle:
Offsetting disciosures in condensed interim financial 2
statarnents
PERS B Operating Segments
Annual Improvements to PFRSs 2010 - 2012 Cycle:
Disclosures on the aggregation of operating segments
PFRS 8 Firancial Inslruments (2014}
| Amendments to PFRS 9 Prepayment Features with Y
Nagative Campensation
PFRS 10 Consolidatad Financial Stataments
| Amendments to PFRS 10, PFRS 11, and PFRS 12
Consolidatad Financial Statsments, Joint Arrangements 7
and Disclosurs of Intersels in Other Entities: Transition
Guidance
Amendments to PFRS 10, PFRE 12, and PAS 27 (2011): ’
Investment Entilies )
Amendments to PFRS 10 and PAS 28; Sale or
Contribution of Assels betwsen an Investor and its o
Associate or Joint Ventura
Amendments o PFRS 10, PFRS 12 and PAS 28: Y

Investment Enlities: Applying the Cansolidation Exception




Amendmants to PFRS 10, PFRS 11, and PFRS 12:
Consolidaiad Financial Stelements, Joint Arrangements
and Disclosure of Interests in Other Entities: Transition
Guidanca

Ameandmanis to PFR3 11 Accounting for Acquisitions of

[ v
| Interasts in Joint Oparations
Annuzl Improvements to FFRSs 2015-2017 Cycle:
Amendments to PFRS 3 and PERE 11 - Previously held )
interest in & joint cperation
| PFRS 12 Disclosura of Interasts in CGther Entities J
| Amendments ta PFRS 10, PFRS 11 and PFRS 12:
Consolidaiad Finarcial Sizlements, Joint Arrangements N
, and Disclosure of Interests in Olher Entities: Transition
! Guidanca
]
| Amendments to FFRS 10, PFES 12, and PAS 27 (2011): v
Investment Entities
Amendments to PFRS 10, PFRE 12 and PAS 28: .
Investmen! Entities: Applying the Consolidation Exception
Annual Improvements to PFRSs 2014 - 2016 Cycle: o
Clarification of the scope of the standard
PFRS 13 Fair Value Measurzment
Annual Improvemenis ta PFRSs 2010 - 2012 Cycle:
Maasuremen! af short-term receivables and payables
Annual Improvements ta PFRSs 2011 - 2013 Cycle: Scope
of partfolio excaption
PFRS 14 Regulatory Deferral Accounts v
PFRS 15 Revenue from Contracts with Customers
PFRS 16 | Leases ' '
PFRS 17 Insurance Contracts v
Philippine Accounting Standards
PAS 1 Presemation of Financial Staiemanls
{Revised) : e
Ameandmenl 1o PAS 1: Capital Disclosures
Amandmenls to PAS 32 and PAS 1. Puttable Financial v
| Instruments and Obligations Ari=ing on Liquidation
| Amandments to PAS 1° Presentation of Items of Other
| Cornprehansive Incame
| Annual Impravaments to PERSs 2009 - 2011 Cycle:
Presentation of Financial Statemants - Comparative v
Infarmation beyond Minimum Raguirements
Annual Improvements to PFRESs 2009 - 2011 Cycle:
Presentalion of the Opsning Siztement of Financial /s
Position and Ralated Notes
Amendmenrts ta PAS 1 Disclosure Initiative
Amendments 1o PAS | anc PAS 8B Definition of Material v
PAS 2 Inventones
PAS 7 Statement of Cash Flows

Amendments lo PAS 7: Disclosure Initiative




=

Alghpaid e
Accounting Policies, Changes in Act
Errors

unting Estimates and

Amendmenis o PAS 1 and PAS B Definition of Material

Events after the Reporing Pericd

Income Taxas

Amendmant to FAS 12 Deferrad Tax: Recovery of
Underlving Assats

Amendments to PAS 12: Recognition of Deferred Tax
| Assets for Unrealized Losses

Annual Improvements to PFRSs 2015-2017 Cycle:
Amendmenis to PAS 12 - Income t2x consequences of
| paymaents en financial instiuments clessified as equity

PAS 16

| Property, Plant and Equipment

| Annual Improvements 1o PFRSs 2008 - 2011 Cycle:
Propery, Plant and Equipment - Clzssification of Servicing
Equipmant

Annugal Improvements to PFRSs 2010 - 2012 Cycle:
Restatemant of accurnulated depreciation (amorlization)
on revaluation (Amandments to PAS 16 and PAS 38)

Amendmenis to PAS 16 and PAS 38 Clarification of
Acceptable Meihods of Dapraciation and Amortization

Amendments to PAS 16 and PAS 41 Agriculture: Bearer
Piznts

PAS 17

Leases

PAS 19

(Amendad) |

Emgployee Banafits

Amendmenis to PAS 19: Dafined Benefit Plans: Employee
Contributions

Annual Improvements to PFRSs 2012 - 2014 Cycle:
Discount rate in a regional market sharing the same
curfency - £.9. the turozong

Amendments lo PAS 19: Plan Amendment, Curtailment or
Seitlement

PAS 20

Accounting for Governmen!t Granis and Disclosure of
| Govarnment Asgistance

PAS 21

The Effects of Changes in Foreign iExchange Rates

Amendment: Net Investment in a Forzign Operation

PAS 23
(Revisad)

Borrowing Costs

Annual Improvermants lo PFRSs 2015-2017 Cycle:
Amendments to PAS 25 - Borrowing costs eligible for
capiiglization

PAS 24
{Revised)

Related Party Disclosures

Annual Improvements to PFRSs 2010 - 2012 Cycle:
Definition of ‘related party’

PAS 26

Accounting and Reperting by Retirement Benefit Plans




(Amended)

ncial Stataments

Amendmants to PFRS 10, PFRS 12, and PAS 27 (2011):
Investment Entities

Amendments 1o PAS 27: Fouity Method in Separate
Financial Statzments

PAS 28
{Amended)

Investments in Associates and Joint Ventures

Amendments to PFRS 10 and PAS 23: Sale or
Contribution of Assels betwean an Investor and its
Agsociata or Joint Venture

Amendments fo FFRS 10, PFRS 12 and PAS 28;
Investment Entities Applying the Cansolidation Exception

Annual Impravaments o PFRSs 2014 - 2016 Cycle:
Measuring an associztz or joint venture at fair value

Amendmants 1o PAS 28: Lang-lerm Interests in Associales
and Joint Ventures

PAS 29

Firancial Reporing in Hyparinfiationary Economies

PAS 32

Financial Instruments: Disclosure and Presentation

Amendments fo PAS 32 ano PAS 1 Puttable Financial
Instrumenis and Obligations Arising on Liquidation

Amendmeant to PAS 52 Classfication of Rights Issues

Amendments 1o PAS 32; Ofiselling Financial Assets and
Financia! Liabilities

Annual Improvemenis io PFRSs 2008 - 2011 Cycle:
Financial Instrumants Presantation - Income Tax
Consequences of Distributions

PAS 33

Eamings par Share

PAS 34

Interim Financial Reporing

Annual Improvaments o PFRSs 2008 - 2011 Cycle:
Interim Financial Reporting - Seament Assets and
Liabilities

Annual improvaments (o PFRSs 2012 - 2014 Cycle:
Disclosure of infermation “elsewhera in the interim financial
report’

PAS 36

Impairment of Assals

Amendments lo PAS 38 Recoverable Amount Disclosures
for Non-Financial Assais

PAS 37

Frovisions, Contingent Liabilities a_nd Contingent Assels

PAS 33

Intangible Assets

Annual Improvements (o PFRSs 2010 - 2012 Cycle:
Restatemant of accumulated depraciation (amortization)
on revaluation (Amendments 1o PAS 16 and PAS 38)

Amendmeants to PAS 16 and PAS 36 Clarification of

Accaplable Methods of Depreciation and Amortization




Amendmeanls to FAS 39: Transition and Initial Recegnition
of Financial Assets and Financial Liabilities

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 Guaraniee
Contracts

Amencmenls to PAS 39 and PERS 7' Reclassification of
Finencial Asseis

Amendments to FAS 39 and PFRS 7' Reclassification of
Finencial Assels - Effactive Date 2nd Transilion

Amendmeants to Philipping Interprelation IFRIC-9 and PAS
39 Embedded Dervatives

Amendment to PAS 89, Eligible Hedged ltems

Amendment to PAS 39: Novation of Derivatives and
Continuation of Hedge Accaunting

PAS 40

Investmenl Froperty

Annual Impravaments to PFRSs 2011 - 2013 Cycle:
Intar-ralationsnip of PFRE 3 and PAS 40 (Amendment o
PAS 40)

Amendmanls o PAS 40. Transfzrs of Investment Property

PAS 41

| Agriculture

Amendmants to PAS 16 and PAS 41 Agriculture: Bearer
Plants

Philippine Interpretations

IFRIC 1

Changes in Existing Decommissioning, Restoration and
Similar Liabilities

IFRIC 2

| Members' Share in Co-cperativa Entilies and Similar
| Instruments

IFRIC 4

Determining Whethar an Arrangement Contains a Lease

IFRIC 5

Rights to Interests ansing fom Dacommissioning,
Restoralion and Environmentzl Hehabilitalion Funds

IFRIC 6

Lizbililies arisirg frem Participating in a Specific Market -
Waste Elachical and Electronic Equipment

IFRIC 7

Applying tha Restatement Approach under PAS 29
Financial Raporting in Hypennflationary Economies

IFRIC 10

Interim Financial Reporling and Impairment

IFRIC 12

Sarvice Concession Arrangements

IFRIC 14

PAS 19 - The Limil on a Defined Bensfit Asset, Minimum
Funding Requirements and their [nlzraction

Amendmenls to Philipping Inlerprelations IFRIC- 14,
Prepayments of & Minimum Funding Requirement

g

IFRIC 16

Hedges of a Nal Investmenl in a Forzign Operation

IFRIC 17

Distributions of Mon-cash Assets to Owners

IFRIC 19

Extinguishing Financial Lizsilities with Equity Instruments

IFRIC 20

Siripping Costs in tha Production Phase of a Surface Mine

R P S




S TR

IFRIC 21

J
IFRIC 22 Faraign Currency Transactions and Advance J
Consideration
IFRIC 23 Uncertainty ovar Incoma Tax Treatmenis v
Slc-7 Introduction of the Euro J
Slc-10 Governmant Assistancs - No Speciic Relation to 7
Operating Aclivilies
SlC-18 Operating Leasas - Incenlives v
Sic-25 Income Taxes - Changes in the Tax Status of an Entity or 7
ils Ehareholders
Sic-27 Evelualing the Substance of Transactions Involving the v
Legal Form of a Leass
![ S1C-29 Saervice Cencession Arrangements. Disclosures. v
sic-az2 Intangiblz Assats - Wab Site Costs v
Philippine Inlerpretations Commitice Guesticns and Answers
PIC Q&4 PAS 18, Appendix, paragraph @ - Revenue recognition for ”
2006-01 sales of property units under pre-completion contracts
PIC Q&R | PAS 27.10:d) - Clarilisation of criteria for exemption from v
2006-02 prasenting consolidated financial slaizments
PIC Q&A PAS 20.24 57 and PAS 30,43 - Accounting for government v
2007-02 loans with low interest rates
PIC Q&A PAS 40.27 - Valuation of bank regl and other properties v
2007-03 acquired (ROPA)
PIC Q&A PAS 18,78 - Rale usad in discounting post-employment
2008-01- banafit obligations v
Revised
PIC Q&A Framework. 23 and PAS 1.23 - Firancial statements J
2009-01 prepared on a basis olher than going concern
PIC Q&A PAS 1R.16 - Basis of preparation of financial statements y
2010-02
PIC Q&A PAS 1 Prasenialion of Financial Siatements - Current/non- v
2010-03 current clgssification of a callable term loan
PIC Q&A PIFRS 3.2 - Common Control Businzss CGombinalions y
2011-02
PIC Q&A Accounting for Intarcompany Loans /
2011-03
PIC Q&A PAS 32.37-38 - Casls of Publc Offzring of Shares e
2011-04
FIC Q&A PFRS 1.01-D8 - Fair Value or Ravaluation as Deemed J
2011-08 Cost
PIC Q&A FFRS 3, Business Combinations (2008), and PAS 40,
2014-08 Investmant Prapany - Acquisition of Investment properties o
- asset acquisition or business combination?
PIC Q&A PFRS 3.2 - Application of the Pooling of Interests Method
201201 for Businass Combinations of Entities Under Common o
Control in Congolidalad Financial Statements
PIC QéA Cast of a New Building Constructed on the Site of a Y,
2012-02 Previous Building




2013-02

PIC Q&A PAS 18 - Accounting for Emaloyas Banefits under a

2013-02 Dzfinad Contribution Plan subjzct to Requirements of

(Revised) | Rspublic Acl (RA) 7641, The Philippine Retirement Law

PIC Q8A Conforming Changes to PIC 0&As - Cycle 2015

2015-01

PIC Q8A | Conforming Changes to PIC Q4As - Cyde 2016

2016-01

PIC Q&4 | PAS 32 and PAS 33 - Accounting Treatment of Club

2016-02 Shares Held by en Entity

PIC Q&A | Accounting for Common Areas and the Related

2018-03 Subsequent Costs by Condeminium Corporations

PIC Q&A Application of PFRS 15 "Revanus from Contracts with

2016-p4 Customers” on 3ale of Residential Properties under Pre-
Completion Cortracts

PIC Q&A Conferming Changas to PIC Q&As - Cycle 2017

2017-01

PIC Q&A PAS 2 and PAS 16 - Capilaiization of operating lease cost

2017-02 as parl of canstruction coste of 2 building

PIC Q&A PAS 2B - Eliminaticn of profits and losses resulting from

2047-03 fransactions batween assooiales andlor joint ventures

PIC QaA FAS 24 - Ralzied parly relationships between parents,

2017-04 subsidiary, associate ano non-controlling shareholder

PIC Q&A | PFRS 7 - Frequently asked questions on the disclosure

2017-08 requiremants of financial instrumeants under PFRS 7,
Financlal Instruments: Disclozurss

PIC Q&A PAS 2, 16 and 40 - Accounting for Collector's Items

2017-06

PIC Q&A PFRS 10 - Accounting for reciprocz! holdings in associates

2017-07 and joint ventures

PIC Q&A PERS 10 - Requirement to prepare consolidated financial

2011708 statemenls whare 2n enlity dicposes of its single
invastmentin & subsidiary, associatz or joint venture

PIC Q&A | PAS 17 and Philippina Interpretation SIC-15 - Accounting

2017-09 for peyments betwsen and among l2ssors and lessees

PIC Q8A PAS 40 - Separation of propeny and classification as

201710 investmenl proparty

PIC GaA PFRS 10 and PAS 32 - Transaction costs incurred to

2017-1 acquire outsianding nor-controlling interest or to sell non-
controlling interest without z loss of control

PIC Q&8A | Subsequent Treaiment of Equity Component Arising from

201712 Intarcompany Loans

PIC Q&A | Voluntary changss in 2ctounting policy

| 2018-01
| PIC CBA Maon-contreling interests and goodwill impairment test

2018-02

PIC Q&A Fair value of PPE and dapreciaied replacement cost

201 8-03

PIC Q&A Inability to measure fuir value reliably for biological assets

201 8-04 within the scope of PAS 41




2013-05

PIC Q&A Cost of Investrment in subsidizres in SFS when pooling is

2018-08 applied

PIC Q&A Cost of an associzle, joint venture, or subsidiary in

2018-07 separate financiz! statemenlts

PIC Q&A, Agcounting for the acquisition of non-wholly owned

2018.08 subsidiary thet is not a business

PIC Q&A Classification of depesiis and progress payments as

2018-09 monatary or nop-monetary items

PIC Q&A Saope of disclosure of inveniory wiite-down

2018-10

PIC Q&A | Classification of land by rzal esiste developer

2018411

PIC Q&A PFRE 18 implementation issues efizcling the real estate

2018412 industry

PIC Q&A | Conforming Chenges 1o PIC QEAs - Cycle 2018

201813

PIC Q&A FFRS 18 - Accounting for Cancellation of Real Estate

201814 Sales

PIC Q8A PAE 1- Classification of Advances to Contractors in the

201818 Nature of Prepayments: Current vs Non-current

PIC Q8A PFRS 13 - Leva of far value hizrerchy of government

201816 securities using Eloombera's standard rule on fair value
higrarchy

PIC Q&A | Accounting for service chages under PFRS 15, Revenue

201201 from Contracts with Cuslomers

PIC Q&a Aceaunting for eryptographic assels

201¢-02
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ANNEX B
WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE REQUIRED UMDER SRC RULE 68, AS AMENDED
Map of Conglomerate
December 31, 2018
TWGK
¥
WEI
)
£ K I || || : ;] I ;| i 1
WCCCHI WRICHL DIHCE APHC GIRD! WWGH WPL MBI . WFC WHERIC WEC
{1o0%) {100%) {89%) {68%) 5%} {100%} {100%) L00%} (100%) {100%) {100%)
|
CIMAR CWIL
Hoo%) {160%}
LEGEND:
TWGH - The Weliex Group, Inc.
WP ~ Waterfront Philippines, Incorporated
WCCCHI - Waterfront Cebu City Casino Hotel, Incorporated
WMCHI - Waterfront Mactan Casino Hotel, incorporated
DIRGCI - Davao insular Hotel Company, Inc,
APHC - Acesite (Phils.) Hotel Corporation
CiMAR - CiMA Realty Phifippines, inc.
GIRDI - Grand Hocandia Resort and Development, Inc.
WWGI -Waterfront Wellness Group, Inc. (formely W Citigyms & Wellness, inc.)
WPL - Waterfront Promotions Limited
CWIL - Club Waterfront international Limited
MBt - Mayo Bonanzas, inc.
WG - Waterfront Food Concepts
WHMC - Waterfrant Hote! Management Cosp. (formerly Waterfront Managament Corporation)
WEC - Waterfront Entertainment Corporation




ANNEX C
Page 1 of 9

WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
Tahle of Contents

Supplementary Schedules of Annex §8-E
Required Under SRC Rule 68, As Amended {2011)

December 31, 2018
Page

Financial Assets 2
Amounts Receivable from Directors, Officers, Employees, Related

Parties and Principal Stockholders (Other than Affiliates). 3
Amounts Receivable from Related Parties which are Eliminated

during the Consoclidation of Financial Statements 4
Intangible Assets - Other Assets - (nothing io report) 5
Long-term Debt &
Indebtedness to Related Parties - (nothing to report} 7
Guarantees of Securities of Qther Issuers - (nothing to report) 8

Capital Stock ‘ 9



WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

SCHEDULE A - FINANCIAL ASSETS

DECEMBER 31, 2018
{Amounts in thousands)

Annex C
Page 2 0of 9

Number of shares
Name of Issiuing Entity/Description of or Principal Amount g:"sﬁes,::g g; M ﬁ?&%ﬂtﬁg‘oﬁ; at income Received
Each issue of ng?:sand Financial Position December 31, 2018 and Accrued

Cash and cash equivalents * - P709,785 P708,785 P5,015
Receivables - 561,481 561,481 -
Notes receivable - 253874 253,974 7,420
Shori-term investmeants - 22,560 22,560 -
Due from related parties - 3,579,476 3,579,476 -
Equity securities - at FVOCH 86,710 21,417 21,417 -
Other noncurrent assets ™ - 23,981 23,881 -

- P5,172,674 P5.172,674 P12,435
*Excluding cash on hand
“Exthniby spacisl project depoaite

Sea Notes 4, 5, 7, 8 and 13 to the Consolidated Financial Btatemants.



Annex C
Page 3 of 9
WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SCHEDULE B - AMOUNTS RECEIVABLE FROM DIRECTORS, OFFICERS
EMPLOYEES, RELATED PARTIES AND PRINCIPAL STOCKHOLDERS (Other than Related Parties)
DECEMBER 31, 2018
(Amounts in thousands)
Name and Desfgnation of b?ﬁm:ga;f Additions Amounts coliected Amounty Gument Noncument Balance at end of he
Debtor the pertod written off pariod
The Wellex Group, Ine. F243,374 P20 224 P10,140 P - P1,244,705 P - 1,244,705
Peacific Rehouas Comp. 541,781 10,838 - - 552,617 - 552617
Crisanla Really
Devalopment Carp. 302,858 15,540 - - 22,395 356,003 378,308
Woestland Paclfic
Proparties Corporatien - 555,702 - - . 555,702 _ 585,702
_Rex Roalty Group, Inc. . 521,876 - - : 521875 61875
Peacific Wide Realty
Davelopment Comp. - 160,800 - - 180,000 - 180,000
Phltippine Eslate
Gorporation 104,554 . - - 104,569 - 104,554
Othars
Fonum Heldings
Cozposation 55,148 1,614 . - 56,780 - 56,760
Piastic CRy Indusiial
Corporation 3117 - - - 3,117 - 3,117
East Azia Oil & Mining
Company. Inc 403 - - - 402 - 403
Acesits Lelsure
Entertalnment
Corporation 185,007 255319 195,007 - 255 atg - 255318

Sea Noto B o the Consolidated Financlat Statemenia.



AnnexC
Page 4 of 9
WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SCHEDULE C - AMOUNTS RECEIVABLE FROM RELATED PARTIES WHICH ARE ELIMINATED
DURING CONSOLIDATION OF FINANCIAL STATEMENTS
DECEMBER 31, 2018
(Amounts in thousands)
Name and bagstgifmeo?:hs Additions Amounts coliected Amourts Current Noncument Baiance &t end of the

Deslgnatien of Debtor poriod written off period

Davao inaular Hotel

Company, Inc. P1,748 P_- P1.246 P - P - P - F_-
Acesite (Phils.)

Hotel Cerp, 123 189,784 - - 189,907 - 189,907
Waterfront Hotel

Managemen)

Comp. 87,380 57_ - - 87,437 - 87,437

—Mayo Bonanza, Ing. 7488 - 2742 - 4748 - 4745

Waterfront Wetinesa

Group, Inc. 812 187 - - 080 - g0
Waterfrort Fond

Concepts, Inc. 407 184 - - 601 - 801

Sea Note 8 to the Consefidated Financial Statemernts.



Annex C
Page Bof9
WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SCHEDULE D - INTANGIBLE ASSETS - OTHER ASSETS
DECEMBER 31, 2018
Other
Chargaed to Chargad to charges,
Beginning Additions at cost and other additions Ending

Description balance cost expenses accounts (deduclions) Balance
P - P - P - P - P - P -
P - P - P - P - P - P -

Nothing to report




Annex C
Page 6 of 9
WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SCHEDULE E - LONG-TERM DEBT
DECEMBER 31, 2018
Amount shown under
. oy : Amount shown under caption
Tille of Issue and Type of Obligation Amou?rt‘:.eu:‘:lgr:;zed by T:g;:gn:‘é?b;.‘.t iﬁogg?egf "Long-Term Bebt" in related
baiance sheet balance sheet
Soctal Security System Loans Payable P375,000,000 P375,000,000 P -

Philippine Bank of Communications 1,500,000,000 275,000,000 1,168,085,107

See Motes 13 and 25 to the Consolidated Financial Statements.



Anmnex C
Page 7 of 9

WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SCHEDULE F - INDEBTEDNESS TO RELATED PARTIES
DECEMBER 31, 2018

Name of Affiliates Balance at beginning of periad Balance at end of pericd
P - P -
P - P -

Nothing to report




WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SCHEDULE G - GUARANTEES OF SECURITIES OF OTHER ISSUERS
DECEMBER 31, 2018

Name of issuing entity of
securities guaranteed by the Title of issue of sach Total amount Amount owned by
company for which this class of securities guaranteed ana persan for which
statement is filed guaranteed outstanding statement is filed
P - P -
P - P -

Nothing to report

Annex C
Page 8 of 9

Nature of
guarantee



Annex C
Page 9of 9
WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SCHEDULE H - CAPITAL STOCK
DECEMBER 31, 2018
Number of
Number of shares issued Number of Directors,
Shares and Treasury shares held by officers and
Dascription authorized ouistanding Shares affiiates employees Others
Common shares 5,000,000,000 2,498,991,753 n 1,128,466,800 41,780,430 1,328,734,523

Eea Nota 18 lo the Coneolidated Financlat Stataments.,



R.G. Manabat & Co.

The KPMG Center, 9/ :
6787 Ayala Avenue, Makati City
Philippines 1226

Telephone +63 (2) 885 7000

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

REPORT OF INDEPENDENT AUDITORS
TO ACCORMPANY SEPARATE FINANCIAL STATEMENTS
FOR FILING WITH THE BUREAU OF INTERNAL REVENUE

The Board of Directors and Stockholders

Waterfront Phifippines, Incorporated

No. 1 Waterfront Drive

Off Salinas Drive, Lahug !
Cebu City, Cebu ';

We have audited the accompanying separate financial statements of Waterfront
Philippines, Incorporated (the Company) as at and for the year ended
December 31, 2018, on which we have rendered our report dated April 26, 2019.

in comphance with Revenue Regulations V-20, we are slating that no partner of our Firm
is related by consanguinity or affinity to the president, manager, members of the Board

of Directors or principal stockhclder of the Company. ;

R.G. MANABAT & CO.

- TIRESO RANDY F. ::zi\j? ; ; ,

Pariner
CPA License No. 0092183
SEC Accraditation No. 1472-AR-1, Group A, valid unti] July 2, 2021
Tax {dentification No. 162-411-175
BIR Accreditation No, 08-001987-34-2017 '
Issued September 4, 2017; valid until September 3, 2020
PTR No. MKT 7333620
Issued January 3, 2019 at Makati City

April 26, 2019
Makati City, Metro Manila
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R.G. Manabat & Co.

The KPMG Ceriter, 9/F

6787 Ayela Avenue, Makati City
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REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders
Waterfront Philippines, Incorporated
No. 1 Waterfront Drive

Off Salinas Drive, Lahug

Cabu City, Cebu

Report on the Audit of the Separate Financial Statements
Opinion

We have audited the separate financial statements of Waterfront Philippines,
Incorporated (the Company), which comprise the separate statements of financial
position as at December 31, 2018 and 2017, and the separate staterments of
comprehensive loss, changes in equity and cash flows for the years then ended, and
notes, comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying separate financial statements present fairly, in all
material respects, the unconsolidated financial position of the Company as at
December 31, 2018 and 2017, and its unconsolidated financial performance and its
unconsolidated cash flows for the years then ended in accordance with Philippine
Financial Reporting Standards (PFRSs).

Basis for Opinion

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

QOur responsibilities under those standards are further described in the Auditors’
Responsibliities for the Audit of the Separate Financial Statements section of our report.
We are independent of the Company in accordance with the Code of Ethics for
Professional Accountants in the Philippines (Code of Fthics) together with the ethical
requirements that are relevant to our audit of the separate financial statements in the
Philippines, and we have fuffilled our other ethical responsibiliies in accordance with these
requirements and the Code of Ethics. We believe that the audit evidence we have
cbtained is sufficient and appropriate to provide a basis for our opinion.
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«  Evaluate the overall presentation, structure and content of the separate financial
staternents, including the disclosures, and whether the separate financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

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 deficlencies in intemal control that we identify during our audit.

We also provide those charged with govemance with a statement that we have complied
with relevant 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.

Report on the Supplemaﬁtary Information Required Under Revenue Regulations
No. 18-2010 of the Bureau of Internal Revenue

Our audit was conducted for the purpose of forming an opinion on the basic separate
financial statements taken as a whole. The supplementary information in Note 17 to the
basic separate financial statements is presented for purposes of filing with the Bureau of
Internal Revenue and is not a requirad part of the basic separate financial statements.
Such supplementary information is the responsibility of management. The
supplementary information has been subjected to the auditing procedures applied in our
audit of the basic separate financial statements. In our opinien, the supplementary
information is fairly stated, in all material respects, in relation to the basic separate
financial statements taken as a whole.

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

R.G. MANABAT & CO,

TIRESO NDY; LAPIDM

Partner
CPA License No. 0092183
SEC Accreditation No. 1472-AR-1, Group A, valid until July 2, 2021
Tax |[dentification No. 162-411-175
BIR Accreditation No. 08-001987-34-2017
1ssued Septembear 4, 2017; valid untit September 3, 2020
PTR No. MKT 7333620
Issued January 3, 2019 at Makati City

April 26, 2019
Makati City, Metro Manila



_WATERFRONT PHILIPPINES, INCORPORATED
SEPARATE STATEMENTS OF FINANCIAL POSITION

December 31
_Note 2018 2017
ASSETS
Current Asseots
Cash in bank 13 P88,118 P282,506
Cue from related parties - current portion 5 13 1,800,739,522 1,325,607 8086
Tota! Current Assets 1,800,827,840  1,325,890,412
Noncumment Assets
Due from related parties - noncurrent portion 5, 13 911,705,248 347,927,681
Investments and advances to subsidiaries 4,13 2,281,222,783  2,404,031,559
Property and equipment - net & 596,481 BO2,741
Defermed tax asset 10 36,000,000 . 18,000,000
Other noncurrent assets ' 2,539,000 2,539,000
Totat Nencurrent Assets 3,232,063,622  2,773,300,981
P5,032,891,162 P4,098,191,393
LIABILITIES AND EQUITY
Gurrent Liabilitles
Accrued expenses and other payables 7,13 PO87,466,908 P927,550,444
Due o reiated parties - current portion 5, 13 798,903,671 618,772,875
Loan payable 8 13 375,000,000 375,000,000
Income tax payable : 7,789,104 4,488,223
Total Current Liabilitles 2,169,159,683 1,925,822 542
Noncurrent Lizbility
Due fo related parties - noncurrent portion 5, 13 719,303,255 -
2,888 462,938 1,925,822 542
Equity
Capital stock 12~ 2,498991,783  2,498991,753
Additional paid-in capital 706,364,357 706,364,357
Accumulated deficit {1,060,927,886) {1,031,987,259)
Total Equity 2,144,428,224  2,173,368,851

P5,032,891,162 P4,089,191,393

See Noies to the Sapsrats Financlal Stalements.



WATERFRONT PHILIPPINES, INCORPORATED
: SEPARATE STATEMENTS OF CHANGES IN EQUITY

Yoars Ended Docomber 39

Note 2018 2017 2016

CAPITAL STOCK 12 P 783 P2 498991,753 P2,498,991.753

ADDITIONAL PAID-IN CAPITAL 708,364,357 706 364,357 708,364 357
ACCUMULATED DEFICIT

Balance at beginning of year (1,031,987,259) (1 ,004,007,572)  (953,344,521)

Net loss for the year {28,940,627) (27,889,887) {80,753,051)

Balance at end of year (1,060,927,888) (1,031 987,259) (1,004,087,572)

P2,144,428,224 P2,173,368,851 P2,201,258,538

Sea Notug fo ibe Separats Financial Slaternents,
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WATERFRONT PHILIPPINES, INCORPORATED
SEPARATE STATEMENTS OF CHANGES [N EQUITY

Years Ended Decombar 31

Note 2018 2017 2016

CAPITAL STOCK 12 _P2498.991,763 P2498 091,753 P2,498,991,753

ADDITIONAL PAID-IN CAPITAL 706,384,357 706,364,357 706,364 357
ACCUMULATED DEFICIT

Balance at beginning of year {1,031,887,259) (1,004,097,572) (953,344,521)

Net loss for the year {28,940,627) (27,889,687) (50,753,051)

Balance at and of year (1,080,927,888) (1,031,987,250) (1 ,004,097,572)

P2,144,428,224 P2,173,368,851 P2,201,258,538

See Mofss lo the Separete Financial Stetoments.




WATERFRONT PHILIPPINES, INCORPORATED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS

1. Reporting Entity

Waterfront Philippines, Incorporated (the Company) was incorporated in the
Philippines and registered with the Philippine Securities and Exchange Commission
(SEC) on Seplember 23, 1994. The Company is listed in the Philippine Stock -
Exchange (PSE) and is 46%-owned by The Wellex Group, Inc. {TWGH), an entity
registered and domiciled in the Philippines.

The details of the equily interest of the Company in its subsidiaries as at
December 31, 2018 and 2017 are as follows:

Percentage of
Ovmership
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) 86 -
Grand liocandia Resort and Development, Ine. (GIRDI) 54 -
Real Estate
CIMA Realty Phil., Inc. (through direct ownership in APHC) - 56
Fitness Gym
Waterfront Wellness Group, Inc. (MNGI) 100 -
International Marketing and Promotion of Casinos
Watarfront Promotion 1id. (WPL) 100 -
Mayo Bonanza, Inc. (MBI 400 -
Club Waterfront Intemational Limited (CWIL) (through

direct ownership in WPL) - 100

- Pastries Manufacturing

Waterfrant Focd Goncepls, inc. (WFC) ibo -
Hotel Management and Operation .
Waterfront Hote! Management Corporation (WHMC) 100 -
Waterfront Entertainment Corporation (NEC) 100 -

The Company and all of the above subsidiarles (oollectively referred to as the Group)
were incorporated In the Philippines, except for WPL and CWIL which were
registerad in lhe Cayman lslands.

The Company's percentages of ownership for the above subsidiaries are the same in
2018, 2017 and 2016.

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



Status of APHC Operation

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 occupled by the
casino area and restaurants in APHC's hotel property that resulted to the suspension
of its hatel 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 “aceldental in nature®. APHC incurred casualty
losses amounting to P1.04 billion due to damages on its inventories and hotel
property. APHC has filed for properly damage and business insurance claims
amounting to P1.93 billion from its insurance company and, as at the auditors’ report
dale, received reimbursements totaling to P532.50 million. Further, in 2018, APHC
has started the reconstruction and restoration of the main hotel and podium
bulldings.

As at December 31, 2018, APHC recognized gains on insurance claims amounting
to P629.07 million, of which P300.00 million refates to the first tranche received in
2018 and the remainder relates to the portion of the claims aiready confirmed by the
insurance company. In accordance with Phillppine Financial Reporting Standards
(PFRSs), APHC has not recognized the remaining ¢laim amounting to P1.31 billion
that is still for confinmation by the insurance company.

2. Bagsis of Preparation

Basis of Accounting
The sepsrate financial statements have been prepared in compliance with PFRSs.
They were approved and authorized for issue by the Company’s Board of Directors

(BOD) on April 28, 2019.

In full compliance with Philippine Accounting Standard (PAS) 27, Consolidated and
Separate Financlal Statements, the Company has prepared consolidated financial
statements for the same periods in which it consolidates all investments in
subsidlaries in accordance with the said standard. Such consolidated financial
statemants provide information about the economic activities of the group of which
the Company is the parent. Details of the Company’s significant accatinting policies
are included in Note 16.

Users of these separate financial statements should read them together with the
consclidated financial statements as at and for the year ended December 31, 2018 in
order o obtain full information on the consolidated financial position, consolidated
comprehensive loss and consolidated cash flows of the Company and its
subsidiaries as a whole. The consalidated financial statements can be obtained from
the SEC and from the website of the PSE (www.pse.com.ph).

This is the first set of the Company’s finencial statements in which PFRS 9, Financiaf
Inslruments, and PFRS 15, Ravenue from Contracts with Customers have been
applied. .

Basis of Megsurement -
The separate financial statements have been prepared on the historical cost basis of

accounting.
Functigna} and Presentation Currency

The separate financlal statements are presented in Philippine peso, which is the
Company’s functional currency. All financial information is roundad off to the nearest
peso, unfess atherwise stated.



3. Use of Judgment and Estimates

In preparing these separate financial statements, management has made judgment,

~ estimates and assumptions that affect the application of the Company’s accounting
policies and the reported amounts of assets, labilifes, income and expenses. Actual
rasults may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongaing basls. Revisions
to accounting estimates are recognized prospectively.

Judpment
information about judgment in applying accounting policies that have the most

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

Provision and Contingency

The Company has received assessment from the Bureau of Internal Revenue (BIR)
for deficiency taxes which is siill pending for resolution. The Company's
management and legal counseis have made a Judgment that the position of the
Company is sustainable and, accordingly, believe that the Company does not have a
present obligation (legal or constructive} with respect to such assessment
{see Nota 14),

Assumptions and Estimation Uncertainties
Information about assumptions and estimation uncertainties that have a significant

risk of resulting in a material adjustment within the next financial year is as follows:

Allowangce for Impairment Losses on Advances to and Due from Related Parties
Applicable from January 1, 2018 (Application of PFRS 9) .

The Company uses the expected credit losses (ECL) modei in estimaling the level of
allowance which includes forecasts of future events and conditions. A credit loss is
the difference between the cash flows that are expected to be received discounted at
the original effective interest rate. PFRS 9 requires the Company to record ECL on
alt of its financial instruments, either on a 12-month or lifetime basis. The Company
applied the simplified approach to receivables from third parties and its related
parties and recorded the lifetime ECL. The model represents a probability-welghted
esimate of the difference over the remaining life of the recelvables. Lifetime ECL is
calculated by multiplying the lifetime Probabliity of Default by Loss Given Default
(LGD) and Exposurs at Default (EAD). LGD Is the magnitude of the likely loss if there
is a default. The Company estimates LGD parameters based on the history of
racovery rates of claims against defaulted counterparties. EAD represents the
expected exposure in the event of a default. The Company derives the EAD from the
current exposure to the counterparty. The EAD of a financial asset is its gross
camying amount at the time of default. in addition, management assessed the credit
risk of the receivables as at the reporiing date as low, therefore the Company did not
have {0 assess whather a significant increase in credit risk has ocourred.

Applicable before January 1, 2018 {Application of PAS 39)

The Compeany assesses its financial asseis for impaimment at least annually,
Judgment by management is required in the estimation of the amount and timing of
future cash flows when determining the lavel of allowance required. Such estimates
are based on assumptions about a number of factors and actual resuits may differ,
resulting in future changes to the allowance.

Further details on impainment losses on advances to subsidiaries and due from
related parfies are disclosed in Notes 4 and 5, respectively.



Useful Lives of Properly and Equipment

The Company estimates the useful lives of proparty and eguipment based on the
period over which the assets are expacied to be available for use. The estimated
useful tives 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 obsclescence and ilegal 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, Internal technical evaluation and
experience with similar assets. It is possible, however, that fulure results of
operalions could be materially affected by changes in estimates brought about by
changes In the factors mentioned above.

Further details on the carrying amount of property and equipment are disclosed in
Note 8.

Impaimrment of Nonfinancial Assels
The Company's policy on esfimating the impairment of nonfinancial assets is

* - discussed in Note 1B. The Company assesses at each reporting date whether there

is an Indication that the carrying amount of nonfinancial assets may be impaired or
-that the previously recognized impairment losses may no longer exist or may have
decreased. If such indication exists, the recoverable amount is estimated.

The: factors that the Company considers important which could trigger an impairment
raview include the following:

= significant underperformance relative to the expected historical or projected
fulure operating restilts;

= significant changes in the manner of use of the acquired assets or the strategy
for overall business; and

e significant negative industry or economic trends.

As at Dacember 31, 2018 and 2047, no indication of impaimment exists for the
Company’s nonfinancial assets. .

Deforred Tax Assets

Deferred 1ax assets are recognized for separate financial statements and tax
differences to the extent that it is probable that taxable profit will be available against
which these differences can be utifized. Significant management judgment is
required to determine the amount of deferred tax assets that can be recognized,
based upon the likely timing and the leve! of future taxable profits, together with
future tax planning strategies.

Further details on deferred taxes are di;sclosed in Note 10.



4. Investments and Advances to Subsidiaries

Investments and advances to subsidiaries consists of the following (amounts in thousands):

December 31, 2018 .

WCCCH! WHCHI DHHCH APHC GIREH WWGH MBI WFG _ WHMC WEC Total
investment cost £13,800 P13,800 PB84,363 P479,228 P253,667 P325 P25 P25 P125 P125 P1,345883
Advances - - - 489,807 - 999 4,748 601 87,437 - 283,690
Deposit for stock
subseription 1,000,000 - - - - 13,000 35,000 §,000 - - 1,064,000
Totai . 4,013,800 13,860 584,383 669,136 253,667 14,624 38,771 6,726 87,662 128 2,683,573
Allowance for
impairment losses - - - - (253,667) {14,624} (3%,771) {6,728) {87 562} - {402,380}

P1,013,800 P13,800 P5B84,363 P669,135 P - P - P - P - P - P125 P2,281,223
December 31, 2017 _ _

WCCCHI WMCHI DIH_CI APHC GIRDI WWGI MBI WFC __ WHMC WEC Total
Investment cost P13,800 P13,800 P584,363 P479,228 P253.687 PB25 P25 125 P125 P125 P1,345,883
Advances . 310,847 - 1,746 123 - 812 74388 407  B7.380 - 408,803
Depaosit for stock .
subseription 1,000,000 - - - ~ 13,000 35,000 8,000 - - 1,054,000
Total 1,324,847 13,800 586,102 4793561 253,687 14,437 42,513 6,532 87 506 125 2,808,688
Allowance for :
impairment logses - - - - (253.667) (14437) (42,513 (6.532) (87,505 - {404 ,654)

P1,324,647 P13,800 P586,108 P478, 351 P - P - P - P - P - P125 P2,404,032




Deposits to Subsidiaries ]
As part of the Company's continuing commitment and guarantea for the subsidiaries
to cantinue as going concem entitles, the Company and its subsidiarles agreed to set
aside a portion of the Company's cutstanding advances to the subsidiaries as
deposils for future stock subscriptions. The amounts set aside will be used as
subscription payments by the Company once the planned increase In the authorized
capital stock of the subsidiaries will materialize.

Advances to Subsidiades
Advances to subsidiaries mainly represent funds provided to primarily support the

subsidiaries’ daily operations.

The advances fo subsidiaries are annually renegotiated and repriced based on the
' agresment entered by the Company and subsidiaries.

Discussed below are the descriptions and the financial Information of each
subsidiary. .

WCCCHI

WCCCHI was incorporated and registered with the SEC on September 23, 1994,
primarily fo own and operate hotels and other related businesses. The facliities of
WOCCCH! inciude an international convention center, an international casino building
and a 561-room deluxe hotel at the former Lahug Airport, Cebu City. WCCCHI
started operations in 1998,

The significant information on the financiel statements of WCCCHI is as follows
(in thousands): :

2018 2017
Total current assets ) P675.406 Pa77.294
Total assets 4,653,279 3,251,879
Total ctirrent Liabilities 667,420 560,112
Total liabilities 3,241,432 1,996,408
Revenue 1,119,779 1,063,510
Net income 182,817 184,288

WMCHI

WMCHI was incorporated and registered with the SEC on September 23, 1994,
primarily to own and operate hotels and other related businesses. The facilities of
WMCHI Include an international casino and a 167-room deluxe hotel (Airport Hotel
Project} at the Mactan Cebu Intemational Aisport. WMCHI started commercial
operations in 1986,

The significant information on the financial statements of WMCHI is as follows
{in thousands);

. 2018 2017
Total cumrent assets ) P640,270 P406,152
Total assets 1,645,953 1,362,424
Total curent iabilities 166,329 70,835
Total liabilities 350,321 266,806
Revenue 424,034 408,025
Net income 100,647 103,858




DIHC|
DIHC! was incorporated and registered with the SEC in the Philippines on

July 3, 1959 to engage primarlly in the operation of hotel and hotel-related
businasses.

Tha registered office and principal place of business of DIHC! is at Waterfront Insular
Hote! Davao, Km. 8000 Lanang. Davao City.

The significant information on the financial statements of DIHC! is as follows
{in thousands):

2018 2017
Total current assets P174,981 P138,510
Total assets 750,408 727,110
Total current Habilifies 57,654 48,661
Total liabllities 217,859 . 210,327
Revenue ' 240,876 196,627
Net income . 17,328 12,0

APHC

APHC was incorporated and registered with the SEC on Octaber 10 1952 primarily
to engage in the business of operaling a hotel, or other accommedations, for the
general public and to construct such faciliies as may be reasonably necessary of
useful In connection with the same,

APHC is the owner and operator of Manila Pavifion Hotel. The corporate Iife of APHC
has been extended up to 2052, APHC's shares have bean listed in the PSE since

December 5, 1986.

The registerad office and principal place of business of APHC is at 7" Floor, Manila
Pavilion Hotel, United Nations Avenue, Ermita, Manila.

The significant information on the consolidated financial statements of APHC Is as
follows {in thousands): :

2018 2017
Total current assets ‘PB65S,380 P243,748
Total assets 4,787,276 . 2273527
Total current liabilitles 329,362 134,138
Total labilities 546,448 718,644
Revenug _ 62,731 436,556
Net loss (348,389) (43,856)

GIRDY
GIRDI was incorporated and registered with the SEC on December 18, 1890 to
engage in the hotel and resort business. Its registered offica is located at No. 37

Calayab, Laoag City, llocos Norte.

In 2000, management decided to temporarily stop the commercial operations of
GIRDI. The Company has provided an allowance for impairment losses on its
investment to GIRDL. The allowance for impairment losses on Investment amounted
to P253.67 million for both December 31, 2018 and 2017.



The significant information on the financial statements of GIRDI is as follows
(in thousands):

2018 - 2017
Total assets P470,522 P470,868
Total liabllities 38,458 38,883
Revenue 1,613 1,566
Net Income 90 57

WWGI|

WWGI, formerly known as W Ciligyms & Wellness, Inc., was incorporated and
registered with the SEC on January 26, 2008, to engage in, conduct and carry on the
general business of sporing and other recreationsl activities. The facilities of WWGI,
which commenced commercial operations on May 1, 2006, include a fitness gym
with top-of-the line equipment and amenities. WWGI also offers in-house massage
for guests staying in WCCCHI, a fellow subsidiary.

Due to accumulated losses which resulted to a capital deficiency of P42.69 millior,
the Company has provided an allowance for impairment losses on its investment in
and advances to WWGI. The allowance for impairment losses on its investment,
advances and deposits amounted fo P0.63 million, P1.00 million and F13.00 million
as at December 31, 2018, respectively and P0.63 million, P0.81 million and F13.00
millien as at December 31, 2017, respectively.

The significant information on the financial statements of WWGI is as follows
(in thousands):

2018 20117
Total current assets P18,058 P17,629
Total assets 21,636 23,128
Total current liabilities : 62,366 43,004
Tota! liabilites 64,225 58,378
Ravenus 11,420 10,481
Net loss {7,620) (8,050}

WPL and CWIL,
WPL and its wholly-owned subsidiary, CWIL, were incorporated in the Cayman
Istands on March 6, 1895 and June 11, 1996, respectively.

WPL and CWIL's primary business purpose is to invite and organize groups of
foreign casino players to play in Philippine casinos pursuant to certain agreements
entered into with the Philippine Amusement and -Gaming Corporation {PAGCOR)
under the latter’s Foreign High-Roller Marketing Pregram (the Program). WPL and its
subsidiary’s participation with PAGCOR's Program, however, has been temminated in
2003 due to unfavorable economic conditions.

To support the Program, WPL and CWIL entered into several agreements with
various junket operators to market and promote the Philippine casinos to forelgn
casino players. In consideration for marketing and promoting of the Philippine
casinos, these operators receive cerlain incenives such as free  hotel
accommodations, free airfares, and rolfing commissions from the Group. Due to the
termination of the WPL and CWIl's participation with PAGCOR's Program,
agreements with the junket operators were also terminated.



o~

The significant information on the consolidated financial statements of WPL s as
follows (in thousands of U.S. doliar):

2018 2017
Total assels $4,402 $4,396
Total liabiiities 1,251 1,293
Net loss (48) {208)

MBI

MBI was incorporated and registered with the SEC on November 24, 1995, its
ptimary purpose is to esfablish, operate, and manage the business of amusement,
entertainment, and recreation faciliies for the use of the paying public. MBI entered
into an agreemant with the PAGCOR whereby the latter shall operate the former's
slot machines outside of casinos in line with PAGCOR's slot machine arcade project.

Due fo accumulated losses which resulted to a capital deficiency of P41.13 million,
the Company have provided an allowance for impatrment losses on its investment in
and advances to MBIL. The allowance for impaimment losses on is Investment,
advances and deposits amounted to P0.03 million, P4.75 million and P35.00 million
as at December 31, 2018, respectively and P0.03 million, P7.48 million and P35.00
million as at December 31, 2017, respectively. )

The significant information on the financial statements of MBI is as follows
{in thousands):

_ 208 2017

Total eurrent assels P2,213 P5.010
Total asgets 3,004 5,797
Total current liabilities 44133 11,875
Total liabilities 44133 46,875
Net loss {56) (503)

WFEC

WFC was incorparated and registered with the SEC on January 26, 2004 to engage
in the operatien of restaurants and food oullets and fo manufaclure baked and
unbaked desserts, breads and pastries supplied to in-store bakeries, coflee shops
and food service channels.

Bue to accumulated losses which resulied to a capital deficiency of P47.02 i'nillion,

-the Company has provided an allowance for impairment losses on its investment in

and advances to WFC. The allowdnce for impairment losses on its investment,
advances and deposits amounted to £0.13 million, P0.60 million and P6.00 million as
at December 31, 2018, respectively and P0.13 million, P0.4C millon and P6.00
millicn as at December 31, 2017, respectively.

The significant information on the financial statements of WFC is as follows
{in thousands):

: 2018 2017
Total current assets P5,870 8,291
Total assets 5,926 6,360
Totat current liabiiitlas §2,720 44,683
Total ligbilities . 52,94% 51,062
Revaenue 2,188 2,503
Net loss (2,321) (6,876)




WHMC
WHMC was incorporated and registered with the SEC on March 31, 2003, to engage

in the management and operation of hotels, except management of funds, portfolios,
saecurities and other similar assets of the managed entities.

in 2014, management decided to temporarily stop the commercial operations of
WHMC. :

Due to accumulated losses which resulted to a capital deficiency of P118.81 miliion,
the Company has provided an allowance for impainment losses on its investment in
and advances to WHMC. The allowance for impairment iosses on its investment and
advances amounted to £0.13 millien and P87.44 million as at December 31, 2018,
respectively and P0.13 million and P87.38 million as at December 31, 2017,
respectively.

The significant informaticn on the financial statements of WHMC is as follows
(in thousands).

2018 2017

Tatal current assets P10t P10t

Total agsets 10% 101

Total current liabllities 118,709 118,652

Total liabilities 118,709 118,652

Net loss {58) - (65
WEC

WEC was incorporated and registered with the SEC on August 13, 2003 to engage
in the business of preducing and co-preducing concerts and shows.

The significant information on the financial statements of WEC is as follows

(in thousands):
2018 2017
Total current assets P13,364 P9,848
Total agsets 13,379 10,128
_ Totat current fiabilities 6,819 5,699
Total liabilities 7141 6,051
Revenue 11,477 5,721
Net income {loss) 2,110 (2,582}

5. Related Party Transactions

The Company's related party transactions include transactions with its subsidiaries
enumerated in Motes 1 and 4, its key mansgement personnel (KMP) and related

parties anumerated in the table balow:

Related Party Relationship with the Company
TWGI Parent

Pacific Rehouse Corp. (PRC) : Stackholder
Crisanta Realty Development Corp. (CRDC) Stockhoider
Westland Pacific Properties Gorporation (WPPC) Stackholder

Pacific Wide Realty Development Corp. (PWRDC) Staockholder
Philippine Estales Corporation (PHES) Stockholder

Fetum Holdings Corporation (FHC) Stockholder

Plastic City Industrial Corpoeration (PCIC) Under common control
East Asla Qil & Mining Company, Inc. {East Asla) Stockholder
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Significant Transactions with Related Parties
The Company’s transactions with related parties cansist of (in thousands):

Amvunt Duo from Raicdod brvastrannt ond
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Transaction Yesr  Noto  Tmnmction . Cornerd Noncumeri  Cwren Noncitrant _ Scheldivros Cenditiona
Porerd
= TWGH
- Advancs, Fat ) P15 P1,09,044 P P . P - P - Soooodidensst
Intomast ozt ot 5 22204 Tﬂ.g; D - - . Wm ::m
eattiomant e - ] 81121 650, . - - - subjact in ronawal
net of goncanca for
Stetkhnldero
« FRC
+ Advencs, e - 10536  BELSVY . . - - Senzpd htorest-
Interast cnd 247 o 10,82y 544,701 - - - - bosrinyg, doda b ona
oefisment e o 0415 51158 - - - - yeor Rbjedt o i)
e bt
» CRDG
« Advinces 2ie Ga 15,850 2.1 350,003 - - - Unacam; biress-
- " 2017 da 15,104 14,830 7 an - - . bexing: dua b fvo
218 S 14,5845 T.85 6007 - - - yraey; mol brzpbrec
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ooy, ol T
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- Advanors wip & sgnbog 150,060 - - - - Urteocunsd
' . cpnlntmprbraring.
o o dernond; oot
- Advincaama 301D .} . 18,068 - . - - Unroaosd
Imemst 217 Bb 12,500 163 058 - - L. -
2018 5 - o5 558 - - . - iy on domere
Sutnlgiarks
- Advinesoend a1 46 [1,1854528) . . 3. a3 + Ungacad,
ottt 21r 4, Bo {183,674) . - - . MoaT
i 4, Bo 580,525 - . - - S10,821  cusandemend
- Dapesh o 4.8 . - - - - 1,000,000  Unsocamd:
217 & . N . - . 100,000  rkcdrried-beatirg
2018 4.8 - - - - . 1,000,000
» WHCH
- Adancagend 0 4 & 45,003 . - p1T ] . - Unsaazod
et xor 40 25,885 . . 21555 . - noriternthbesing:
by ] 4,6 18,030 - - 109535 . T dua an derend
» OIHCY
- Advancesend 2048 4, 8 15,820} - - 3,074 . - Linancured;
sotteron 1T 4.6 EALR - - . . 1743  noninterosebe
wie 46 10257 - . s428 . - duo on demend
» APKD
+ Adwncaoend M8 46 159,784 . . - - 185507  Unscoaud
satieman Y Lk 173,570 . - - . 123  normarostbecring
216 4 8¢ 105,967 . . AT - - - dua on demand; nal
Irpcirod
= GIRDI
- Adranrgngnd 2018 Lx. - (.03} - - 203,694 - . Unsaared,
L ar 4 {1.542) - . 208,600 - - noninterestbeaying;
/e 4 G 1.602 - - 0t - i - e darnard: fudly
impairod
= ViG]
- Advarxsaend 2078 4, 5o 167 . - - .
caEanam Mr 45 185 N - - - B12  reminemst-hecring:
WE L5 185 . . - . BAT b on demend Iuly
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Artsun Dua from Rotaind tywasirznt and

Catigoryl Hihe Partics  Pio ta Relatodf Pardos Advehing Terma cnd
Yransacton Your Mol Trimsaction  Cunont Nomcumomt Cumrant  Nenwartrient Subsidiom Conglions
» WPL
- Admnosgnd 2B 4 9 s P - PHRL884 B P . Unsecumd
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a.

Intarast-bearing Advances to Related Parties

The Conipany granted interest-bearing advances to TWGI, PRC, CRDC and
WPPC,

TWG! and PRC

The advances granted to TWGI and PRC were substantially used to finance the
acquisition or development of real properties for the Company. These advances
are payable on demand and charge interest at 2% per annum. TWGI paid
P10.11 million and P25.49 million in 2018 and 2017, respectively, while PRC had
no payments in 2018 and 2017.

in a Resolution dated February 5, 2015, the Company, TWG! and PRC entered
into @ Memorandum of Understanding (MOU) whereby the parties agreed that
the outstanding balance of the advances from TWGI and PRC will be seftled
using parcels of land owned by PRC.

On April 3, 2019, the Company, TWGI and PRC made amendments to the
previously Issued MOU for the inclusion of the new outstanding liabifiies of
PWRDC to the Company. The amended MOU stated that PWRDC shall be a
party to the said MOU, and all references to any cbligation or rights that PWRDC
shall have under the said MOU shall be in force. All other terms and conditions
shail remain unchanged. S

As at December 31, 2018, the falr value of PRC’s land based on valuaiion
performed by an accredited independent appraiser, wilh a recognized and
relevant professional qualification and with recent experience in the locations and
categories of the land being valued, amounted to P1.63 bitlion,

On April 11, 2018, TWGH initiated the transfer of ¢ertain parcels of land totaling to
P96.87 milllon located in Puerto Princesa, Palawan as partial settiement of the
advances. On April 11, 2019, the deed of absclute sale for the transfer of certain
parcels of l[and was signed. .

Interest racaivable from TWG! amounted to P151.31 million and P137.85 million
as at December 31, 2018 and 2017, respectively, while interest receivable from
PRC amcunted to P77.10 million and P86.27 million as at Dacember 31, 2018
and 2017, respectively. Allowance for impairment losses on receivables from
TWGI amounted to P59.62 million as at December 31, 2018 and 2017,

CRDC '

On December 21, 2015, the Company granted advances to CRDC with an
interest of 2% per annum and maturity on December 21, 2020. Interest
receivable from CRDC amounted to P22.40 million and P14.83 miillion as at
December 31, 2018 and 2017, respectively. It was agrsed that CRDG 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
tima agreed upon, the same shall be due and demandable. Accretion income of
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[P8.08 million and P7.73 million was recognized in 2018 and 2017, respectively.
WPPC

On June 1, 2018, the Company granted advances to WPPC amounting to
P500.00 million for general comporate purposes. The advances bear interest at
7.5% per annum and repayable in lump-sum at maturity on June 1, 2021.
interest receivable from WPPC amounted to P21.88 milion as at
December 31, 2018.

On December 31, 2018, the Company granted additional advances to WPPC
amounting to P33.82 million for general corporate purposes. The advances bear
interest at 7.5% per annum and repayable in lump-sum at maturity.

. Noninterest-bearing Advances to Related Parties

The Company granted noninterest-bearing advances to PWROC, PHES and
East Asia.

PWRDC ]
On July 5, 2018, the Company granted noninterest-bearing, collateral-free
advances to PWRDC which are due on demand (see Note 8a).

PHES, FHC, PCIC and East Asia

The Company has noninterest-bearing, coliaterakfree advances to PHES, FHC,
PCIC and East Asia with no fixed term of repayment. The said advances are due
on demand. ' :

The collectability of the aforementioned advances is uncenditionally recognized
and guaranteed by a siockhelder of the Company, representing the majority
steckholders,

. Interest-bearing Advances from a Related Parly

On June 1, 2018, the Company received advances from WCCCHI with an
interest of 7.5% per annum and maturity on June 1, 2021. Accrued interest
payable to WCCCH! amounted to P30.15 million as at December 31, 2018.
Neninterest-bearing Advances from Related Parties

In the ordinary course of business, the Company obtains noninterest-besring,

collateral-free cash and non-cash advances from related parties for working
capital purposes. The above advances are due and demandable at anytime.

. Advances to Subsidiaries

These mainly represent funds provided to support subsidlaries’ daily operations.
{sea Note 4). These include interest charges on loans (see Note 8).

Deposits to Subsidiaries
These represent amounts set aside that will be used as subscription payments

by the Company once the planned increase in the authorized capital stock of the
subsidiaries will materialize (see Note 12),
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13. Financial Instruments - Fair Vafues and Risk Management

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

approval of dsk strategies and principles of the Company. It also has the overall
‘responsibility for the development of risk strategies, principles, frameworks, policles
and limils. It establishes a forum of discussion of the Company’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 Company's risks in line with the policies ahd limits set
by the BOD.

Financial Rigk Mgnagement Objectives and Policies
The Company's principal financial instruments comprise of cash in bank, advances

to subsidiaries, due from related parties, accrued expenses and other payables, loan
payable and due io related parties. These financial instruments arise directly from
operations,

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

Cradit Risk

Credit risk is the risk of financial loss to the Company if a counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the
Company’s receivables from related parties. There has been no change to the
Company's exposure to credit risks or the manner in which it manages and
measures the risk since prior financial year.

Generally, the maximum credit risk exposure of financial assets is the camying
amount of the financial assets as shown on the face of the separate statement of
financial position (or In the detailed analysis provided in the notes to the separate
financlal statements), as summarized below:

Note 2018 2017
Cash in bank P88,118 P282,506
Advances fo subsidiaries 4  1,337,690,000  1,462,803,000
Due from telated parties 5 2,773,629,979  1,734,720,794

P4,111,408,087 P3,197,806,300

Except for the impaired advances to subsidiaries amounting to P147.78 million and
due from related parties amounting to P61.19 million, managerment believes that all
its financial assets are of standard grade and of good credit quality. Standard grade
financial assets are those past due but not Impaired receivables and with fair
collection status. This category includes credit grades 4-5. The standard grade
category includes those for which collections are probable due to the reputation and
the financial ability to pay of the counterparty but have been outstanding for a
considerable length of {ime.
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The following table summarized the aging and credit quality of the Company’s
financial assets as at December 31 (in thousands):

Nalther
Past Due Past Due bul not | Ired
nor <30 M8 G180 >0

2018 Toinl  Impalred Days Days _ Days Days tmpaired
Cash in bank Pig P88 P- P - P - P - P -
Advances W
subsidiaries 1,337,690 1,469,507 - - - - 147,783
Dus from related
partieg 2,773,630 358,004 - - - 2356441 61,166

P4,111,408 P1,5465888 P - P - P - P2,356 441 P208,880

Nefther
Past Dug Past Dua but not Impaird
nor <30 360 61890 =830

2017 Tolal mpaled _ Days Days  Days Days Impaimd
Cash in bank P283 P23 P - P - P - P - P -
Advances to
subsldiares 1,462,803 1,312,716 - - - - 150,087
Due from refated
partles 1,734.721 347928 - - - 1,326608 61,185

P3,i97.407 P1.660927 P - P P - P1,3265608 P2i1t272

Allowance for impaimment losses of P402.35 millien and P404.65 million on its
investments, advances and deposits was recognized by the Company as at
December 31, 2018 and 2017 (see Note 4).

The table below shows the credit quality of the Company’s financlal assets based on
their historical experience with the corresponding debtors and subsidiarles
(in thousands).

As at Decomber 31, 2018

Grade A Grade B Grade C Total
Cash [n bank P88 P - P - P88
Advances to subsidiaries 1,189,907 - 147,783 1,337,690
Due from related parties 1,386,837 1,326,608 61,185 2,773,830

P2,576,832 P1,325,608 P208,968 P4,111,408

As at December 31, 2017

Grade A Grade B Grade C Taial
Cash in bank P263 P - P - 283
Advances to subsidiaries 1,312,716 - 150,087 1,463,303
Due from related parties 347,928 1,325,608 81,185 1,734,721

P1,660,927 ° -P1,326,608 p211,272  P3,187,807

Grade A receivables pertain to receivables that are nelther past due nor impaired
which have good collection status. These receivables are those which have high
probability of collection, as evidenced by counterparties having ability to satisfy their
cbligations. Grade B receivables are those past due but not impaired receivables
and with fair collection status. These receivables include those for which collections
are probable due to the reputation and the financial ability to pay of the counterparty
but have been ocutstanding for a length of time. Those receivables which have
continuous default collection issues are included under Grade C receivables. These
receivables have counterparties that are most fikely not capable of honoring their
financial obligations.



Liquidity Risk _ )
Liquidity risk Is the risk that the Company will encounter difficulty in meeting the
obligations associated with its financial liabilities that are settied by delivering cas.h or
another financial asset. In the management of fquidity risk, the Company monitors
and maintains a level of cash desmed adequate by management to finance its
activitios. Additional shori-term funding is obtained thiu related party advances and

from bank loans, when necessary.

The financial liabilities of the Company at the reporting date inclyde accrued
expenses and other payables, cument portion of due to related parties and ioan
payable which are all short-term in nature and are payable within one year from the

_reporting date. In order to meet its maturing financial obligations, the Company will

use the cash collections from its related parties.

The table below summarizes the maturity profile of the Company’s financial lizbilities
as at December 31, based on contractual undiscounted payments (in thousands):

Tatal Contractual Undiscountad Payments

: Carrylng On 1to »58
218 Note  Amount Total Demand <1 'fear SYears Years
Accrued expenses and

other payabies 7 PI87.467 P33T AGT POET 467 P . P - P -
Laan payabls 2 375,000 375,000 375,060 - - -
Due to related pariies 5 1,518,207 1,518,207 788,804 - 718,303 -

P2,860,674 P2,880,674 P2,161371 P . PHMS,303 F -
Total Contractual Undiscounted Paymente
Carrying Cn _ito =5
2017 Nole Amoiunt Total Demand <1 Year S5Years Years
Accrued uxponsss and

othar payables 7 P927.550 P927.580 Po27.6550 P - P - P -
Loan payabla 8 375,000 375,000 375,000 - - -
Oue to mlkited parlias E 318,773 818,773 618,773 - . -

P1,921,323 P1821,323 P a21323 P - P - P -

Falr Value of Financiatl instruments

The table below summarizes the canrying amounts and fair values of the Company’'s
financial assets and liabilites as at December 31, 2018 and 2017
{in thousands): a ,

2018 2017
Carrying Fair  Carrying Fair
Amounts Values Amcunts Values
Financial Assets
Cash in bank P88 P88 P2B3 P283
Advances lo subsidiaries - net 1,189,807 1,189,907 1312,718 1,312,716
Due from refated paries - nel 2,712445 2712445 1673538 1,673,538

P3,802,440 P3,902440 P2,988,536 P2,986535

2018 2017

~ Canying Fair Carrying _ Fair
Amounts Valuos Amounts Values

Financial Liabllities

Accried expenses and olhar payables  PB87,467  PS87.467 P927,650  PB27,550
Loan payable 375,000 375,000 375,000 375,000
Due 1o related pardes 1,518,207 1,518,207 618,773 618,773

P2,880,674 P2,880674 P1,921,323 1,921,323
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PFRS 15 requires a confract with a customer to be legally enforceable and to
meet certain criteria to be within the scope of the standard and for the general
model to appiy. It introduces detailed guidance on identifying performance
obligations which requires entities to determine whether promised goods or
services are distinct. It also introduces detalled guidance on determining
transaction price, including guidance on variable consideration and consideration
payable o customers. The transaction price will then be generally allocated to
each performance obligation in proportion fo is stand-alone selling price.
Depending on whether certain criteria are met, revenue is recognized over time,
in a manner that best reflects the entity’s performance, or at a point in time, when
control of the goods or services is transferred to the custorner.

The standard does not apply to insurance contracts, financial instruments or
lease contracts, which fall in the scope of other PFRSs. it also does not apply if
two companies in the same line of business exchange non-monetary assefs to
faclitate sales fo other parties. Furthermare, if a contract with a2 customer is
partly in the scope of another PFRS, then the guidance on separation and
measurement contained in the other PFRS takes pracedence.

The Company has adopied FFRS 15 using the cumulative effect method and
with the effect of initially applying this standard recognized at the date of initial
application (i.e., January 1, 2018). Accordingly, the infermation presented for
2017 have not been restated and continues to be reported under PAS 18. The
new yequirement has no significant Impact on the separate financial statements
of the Company.

Finan. sinuments
A financlal instrument is any contract that gives rise to a financlal asset of one enfity
and a financiel ability or equity instrument of another entity.

LDatle of Racognition
Financlal instuments are recogmzed in the separate statement of financial position
when the Company becomes a party to the contractual provisions of the instrument.
The Cormpany determines the classification of its financial assets on initial
recogniton and, where allowed and appropriate, re-evaluates these classifications at
each reporting date.

All regular way purchases and sales of financlal assets are recognized on the trade
date, i.e. the date that the Company commits to purchase the asset. Regular way
purchasss or sales are purchases or sale of financial assels that require delivery of
assets within the period generally established by regulation or convention in the
market place.

A financial asset (unless it is a trade receivable without a significant financing
component) or financial liability is initially measured at fair value plus, for an item not
at FVTPL, fransaction cosis that are directly atiributable to its acquisition or issue. A
trade recelvable without a significant financing component is Initially measursd at the
transaction price.

Measurement at initial Recognition

Financial instrumenis are recegnized initially at fair value of the consideration given
{in case of an assef) or receivad (in case of a liability). Except for financial
instruments et FVTPL, the initial measurement of financial instruments includes
transaction costs.
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Classification of Financial Assets from January 1, 2018

Financlal Asssls

On Initia} recognition, a financiat asset is classified as measured at amortized cost,
FVOCI or FVTPL, hased on their contractual cash flow characteristics and the
business mode! for managing the financial assets.

Debt Instruments

Financial Assels Measured at Amortized Cost

A financial asset that is a debt instrument, other than theose that are designated at
FVTPL, which meet both of the following conditions:

¢ The financlal asset is held within a business medel whose objective is to hold
financial assets in order to collect contractual cash flows; and

¢ The contractual terms of the financial asset give rise on specified dates to cash
flows that are solely payments of principal and Interest (SPPI) on the principal
amount outstanding.

Included in this category are the Company's cash in bank, advances to subsidiaries,
and due from ralated parties.

Cash i K
Cash in bank is stated at face vaiue,

FVOc!
A financial asset that is a debt instrument measured at FVOCI shall meet both of the
following conditions and is not designated as FVTPL:

¢ The financial asset is held within a business mode! whose objective is achieved
by both collecting contractual cash flows and selling financlal assets; and

« The contractual tenms of the financlal asset give rise on specified dates to cash
flows that are SPP| on the principal amount outstanding.

There are no financial assets at FVOC| as at the date of initial apphcallon and as at
December 31, 2018.

FVTPL

All other financial assets not measured at FVOCI or at amortized cost are classified

as measured at FVTPL, except when the financial asset is part of a hedging

relationship. On initial recognition, the Company may irrevocably designate a

financial assat that otherwise meets the requirements to be measured at amortized

~ cost or at FYOCI as at FVTPL if doing so eliminates or significartly reduces an
accounting mismatch that would otherwise arise.

There are no financial assets at FVTPL as at the date of initia! application and as st
December 31, 2018.

Equity Instruments
Financial assets that are equity instruments shall be classified under any of the
following categories:

o Flnda:nclal assets measured at FVTPL which shall include financial assets held for
trading; or

v Financial assets at FVOC] which shall consist of equity instruments that are
imevocably deslgnated at FVOCI at iniial recognition that are neither held for
trading nor contingent consideration recognized by an acquirer in a business
combinatioh to which PFRS 3, Business Combinations applies. This election is
made on an instrument-by-Instrument basls.
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There are no financial assets at FVOCIH as at the date of initial application and as at
December 31, 2018.

Business Modsal Assessment

Business mode! pertains fo the manner by which a portfolio of financial assets will be
managed to generate cash flows such as by collecting contractual cash flows or by
both collecting contractual cash flows and selling the financial assets, among others.

The Company makes an assessment of the objective of the business model for the
financia assets because this best reflects the way the financial assets are managed.
The information considered includes:

n  the stated policies and objectives for the financial asssts and the operation of
those policies in practice. These inciude whether management's strategy focuses
ori eaming confractual interest income, maintaining a parficular interest rate
profile, earning dividend income, matching the duration of the financial assets to
the duration of any related liabilities or expected cash outflows or realizing cash
oulilows through the sale of assets,

= the risks that affect the performance of the business model and how those risk
are managed;

a  how managers of the business are compensated (e.g. whether compensation is
based on the fair value of the assets managed or the contractual cash flows
collected); and

o the frequency, volume and timing of sales of financlal assets in prior peartiods,
the reason for such sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do rot qualify for
derecognition are not considered for this purpose, consistent with the Company's
continuing recognition of the assets. |

Finandal assets that are held for frading or are managed and whose financial
perfomance is evaluated on a fair value basis are measured at FVTPL.

Assessmant whether Contractual Gash Flows are SPPI

In assessing whether the contractual cash flows are SPPI, the Company considers
the contractual terms of the insttument. This includes assessing whether the financial
asset contains a contractual term that could change the timing or- amount of
contractual cash. fiows such that it would not meet this condition. In making the
assessment, the Company considers: '

» contingent events that would change the amount or timing of cash flows;

v terms thal may adjust the contractual coupon rate, including varable rate
features,

s prepayment and extension features; and

» terms that limit the Company’s cialm to cash flows from specified assets
(e.g. nonrecourse features).

Prepayment feature is consistent with the SPPI criterion if the prepayment amount
substantlally represent unpaid amounts of principal and interest on the principal
amount outstanding, which may include reasonable additional compensation for
early terminaiion of the contract. Additionally, for a financlal asset acquired for a
discount or premium to its contractual face amount, a feature that pemit or requires
prepayment that an amount that substantially represents the contractual face amount
plus acemied (but unpaid) contractual interest (which may include reasonable
additional compensation for early termination) is treated as consistant with this
criterion if the fair value of the prepayment feature is insignificant at initial
recognition. .
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Subssqguent Measurement of Financial Assefs from January 1, 2018
Financial assets at amortized cost are subsequently measured at amortized cost
using the effective interest method. The amortized -cost is reduced by impaimment
losses. Interast Income, foreign exchange gains and losses and impalrment are
recognized in profit or loss. Any gain or loss on derecognition is recognized in profit
or loss, :

Deht investments at FVOCI are subsequently measured at fair value. Interest income
calculated using the effective interest method, foreign exchange gains and losses
and impairment ae recognized in profit or loss. Other net gains and losses are
recognized in OC!L. On derecegnition, gains and losses accumulated in OCI are
reclagssified to profit or loss.

Equity investments at FVOCI are subsequently measured at fair value. Dividends are
racognized as income in profit or loss unless the dividend clearly represents a
recovery of part of the cost of the investment. Amounts recognized in OCI are not
classified to profit or loss. )

Financial assets at FVTPL are subsequently measured at fair value. Net gains and
losses, including any interest or dividend income, are recognized in profit or loss.

Classification and Subsequent Measuraments befora January 1, 2018

The Company classifies its financial assets into the following categories: financial
assets at FVTPL, AFS financial assets, held-to-maturity (HTM) investments and
loans and recelvables.

The dassification depends on the purpose for which the instruments were acquired
and whether these are quoted in an active market.

Managemeni determines the classification of its financial instruments af initial
recognition and, where allowed and appropriate, re-evaluates such designation at
every reporfing date. '

As at December 31, 2017, the Company only has loans and receivables only.

Loans and Receivables

Loans and recelvables are non-derivative financial assets with fixed or detamminable
payments and fixed maturites that are not quoted in an active market. These are not
entered into with the intention of immediate or short-term resale and are not held for
trading. . .

After Initial measurement, loans and receivables are subsequenfly measured at
amoriized cost using the effective interest method, less allowance for impainment,
if any.

Ciassified under this category are the Company's cash in bank, advances to
subsidiarles and due from related paries (see Notes 4 and 5). '



HTM Investments

HTM investments are quoted non-derivative financial assets with fixed or
determinable payments and fixed maturities for which management has the positive
intsntion and abllity to hold to maturity. Where the Company sells or reclassifies
other than an insignificant amount of HTM investments, the entire category would be
tainted and raclassified at fair value as AFS financial assets. After initial
measurement, these investments are subseguently measured at amortized cost
using the effective intarest method, less any allowance for impairment. Amortized
cost is calculated by taking into account any discount or premium on acquisition and
fees that are an integral part of the effective interest rate (EIR). The amortization, if
any, is included as part of “Interest income” In profit or loss.

As at December 31, 2017, the Company dees not have HTM investment.

AFS Financial Assets

AFS$ financial assets are non-derivative investments that are not designated as
another category of financial assets. Unquoted equity securities whose fair value
cannot be reliably measured are caried at cost less accumulated impainment losses,
.if any, All other AFS financial assets are carried-at fair value through equity.

As at December 31, 2017, the Company does not have AFS financial assets.

Classification end measurement of Financial Liabilities befors and from
January 1, 2018 '

Financiat Llabilities

Financial liabilities are initiaily recognized at fair value. Transaction costs are

deducted from the initial measurement of the Company's financial liabilities except

for debt instruments classified at FVTPL.

Financial liabilites are subsequently measured as follows:

»  financial liabilities that arise when a transfer of a financial asset dees not qualify
for derecognition or when the continuing invelvement approach applies;

v financlal guarantee contracts;,

= commitments to provide a loan at a below-market inferest rate; and

» contingent consideration recognized by an acquirer in a business combinatien,

As at December 31, 2018 and 2017, other financial liabiliies at amortized cost
include accrued expenses and other payables, due o related parties and foan
payable (see Notes 5, 7 and 8). There are no financial liabilities measured at FVTPL.

Qther Financial Liabilities at Amortized Cost

Issued financial instruments or their components which are not classified as financial
libilites at FVTPL are classified as other financlal liabilities at amortized cost,
whera the substance of the contractual arrangement results in the Company having
an obligation either to deliver cash or another financlal asset to the helder or lender,
or to satlsfy the obligation other than by the exchange of a fixed amount of cash.
After initial measurement, other financial liabilitles are subsequently measured at
amortized cost using the effective interest method.

Deracognition of Financial Instruments

Financial Agsat

A financial asset (ar, where applicable a part of a financial asset or part of a group of
similar financial assets) is derecognized when:

The rights to receive cash flows from the asset have expired;



The Company retains the right to recelve cash flows from the asset, but has
assumed an obligation to pay them in full without material delay to a third party under
a “pass-through” arrangement; or

The Company has transferred its right to recejve cash flows from the asset and
either has: (a) transferred substantially all the risks and rewards of the asset, or (b)
has neither fransferred nor retained substantially all the risks and rewards of the
asset, but has transferred control of the asset.

Whera the Company has transferred its right to receive cash flows from an asset and
has nelther transferred nor retained substantially all the risks and rewards of the
asset nor transferred control of the asset, the asset is recognized to the extent of the
Company’s continuing involvement in the asset. Continuing invoivement that takes
the form of a gusrantee over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration that
the Company could be required to pay.

Financig] Liabilities
A financial liability is derecognized when the obligation under the liability is

discharged or cancelled or has expired. Where an existing financial Hability is
replaced by another from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such an exchange or
medification is treated as a derecognition of the original tiability and the recognition of
a new liability, with the difference in the respective carrying amounts recognized in
separate staternent of comprehensive toss.

Offsetling of Financial Instruments

Financial assets and financial liabiiities are offset and the nat amount is reported in
the separate statement of financial posifion if, and only If, there is a cumently
enforceable legal right to offset the recognized amounts and there is an intention to
seffle-on a net basls, or to realize the asset and settle the liability simultaneously.
This is generally not the case with master nefting agreements, thus, the related
assets and liabilities are presented at gross amounts in the separate statement of
financial position.

As at Dacember 31, 2018 and 2017, only due toffrom refated party transactions were
offset in the separate financial statements. The sald accounts were being set-off
because the management intends either to setfie on a net basis or to realize the
asset and settle the liability simultaneously.

Determination end Measurement of Fair Value

The Company measures financial instruments at fair value at each separate
statement of financial position date. Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an orderly fransaction between market
participants at ihe measurement date. The fair value measurement is based on the
p;‘;sumption that the transaction to sell the asset or transfer the liabllity, takes place
elther;

in the principal market for the asset or liability; or
= In the absence of a principal market, in the most advantageous market for the
assat or liahility, '

The princlpal or the most advantageous market must be accessible by the Company.
The fair value of an asset or a fability is measured using the assumptions that
market participants would use when pricing the asset or lability, assuming that
market participants act in their economic bast interest.



A fair value measurement of a non-financial asset takes into account @ market
participarit's ability to generate economic benefits by using the asset in its highest
and best use or by selling it o market participant that would use the asset in its
highest and best use,

The Company uses valuation technique that are appropriate in the circumstances
and for which sufficient data are available to measure fair value, maximizing the use
of relevant observable inputs and minimizing the use of unobservabie inputs.

All assets and liabilities for which fair value is measured or disclosed in the separate
financial statements are categorized within the fair value hierarchy, described as
follows, based on the lowest level input that is significant to the fair value
measurement as a whole:

v Level 1 - Quoted (unadiusted) markets for identical assets or liabiliies.

v Level 2 - Valuation techniques for which the lowest level input that is significant
to the fair value measurement is directly or indirectly observable. .

v Level 3 - Valuation techniques for which the lowest [evel input that is significant
to the fair value measurement is unobservable.

For assets and liabilities that are recognized in the separate statement of financial
position on & recurring basis, the Company determines whether transfer have
occurred betwean Levels in the hisrarchy by reassessing categorization (based on
the lowest level input that is significant {o the fair value measurement as a whole) at
the end of each reporting period. '

“Day 1" Diffarence ' )

Where the transaction price in a non-active market is different from the fair value of
other observable current market transactions in the same instrument or based on a
valuation techniqgue whose variables include only data from observable market,
the Company recognizes the difference between the transaction price and fair value
. {a “Day 1° Difference) In the separate statament of comprehensive loss in the peried
when the asset is acquired or the liabifity is incurred. In cases where the transaction
price used is based on inputs which are not observable, the difference between the
fransaction price and modei value is only recognized in the profit or loss in the period
when the inputs become observable or when the instrument is derecognized, For
each fransaction, the Company determines the appropriate method of recognizing
the “Day 1" Difference.

Impaiment of Financiai Assets
Irpainmertt of Financial Instruments from January 1, 2018

At the date of initial application of PFRS 9, the Company uses reasonable and
supporiable information that is available without undue cost or effort to determine the
credit risk at the date that a financial instrument was initiafly recognized and-
comparad that to the credit risk at the date of initial application.

Lifetime ECLs result from all possible default events aver the expected life of a
financia)l instruments while 12-month ECLs are the portion of ECLs that result from
default svents that are possible within 12 monthe after the reporting date
{or a shorter period of the expected life of the instrument is less than 12 months).

The maximum period considered when estimating ECLs is the maximum odnh*actual
period over which the Company is exposed to credit risk.
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Movement of ECLs

ECLs are a probability-weighted estimate of credit iosses. Credit losses are
measured as the present value of cash shortfalls (i.e. the difference between the |
cash flows due to the enfity in accordance with the contract and the cash flows that
the Company expects to receive).

ECLs are discounted at the effective interest rate of the financial assets.

Crodit-impaired Financial Assels

At each reporting date, the Company assesses whether financial assets carried at
amortized cost are credit-impaired. The financlal asset is ‘credit impaired’ when one
or more events that have a detrimental impact on the estimated future cash flows of
the financial assets have occurred.

Evidence that a financial asset is credit-impaired includes the following obsen!able
data;

= significant financial difficulty of the borrower or issuer;

v a breach of contract such as default or being more than the normal credit terms
of the Company,

= the restructuring of a Ioan or edvance by the Company on teims that the
Company would not consider otherwise;

o it is probable that the borrower will enter bankrupicy or other financial
reorganization; or

v the disappearance of an aclive market for a secusity because of financial
difficulties.

Loss allowances for financial assets measured at amortized cost are deducted from
the gross catrying amount of the assets.

Impairment of Financial Instruments before Januery 1, 2018 *

An assassment is made at each reporting date to determine whether thera
is objective evidence that a financial asset may be impaired. If such evidence exists,
any impainment loss is recognized in profit or less. For assels carried at amortized
cosl, impaiment is measured as the difference beiween the canying amount
and the present value of the estmated future cash flows dlscounted at
the instrument's original effective interest rate.

Estimates of changes in future cash flows for groups of assets should reflest and be
directionally consistent with changes in related observable data from perioad to period
(for example, payment status, or other factors indicative of changes in the probability
of losses in the Company and their magnitude). The methodology and assumptions

“used in estimating future cash flows are reviewed regularly by the Company to
reduce any differences between foss estimates and actual loss experience.

The carrying amount of the asset is reduced through the use of an allowance
account and the amount of the loss is recognized in the separate statement of
comprehensive loss. When a [oan or a receivabla is uncollectible, it is written off
against the related allowance for impairment and credil losses. A loan or a
raceivable is written off afier all the necessary pracedures have been completed and
the amount of the loss has been determined. Subsequent recoveries of amounts
previously written off reduce the amount of the provision for impairment and credit
losses recognized in the separate statement of comprelensive loss. If, in a
subsequent year, the amount of the impairment and credit loss decreases and the
decrease can be related objectively to an event occurring after the impalnment was
recognized, the previously recognized impairment and credit loss Is reduced by
adjusting the allowance account. The amount of the reversal is recognized in the
separate statement of cormprehensive loss.
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Current and Noncurrent classification

The Company presents assets and liabilities in the statement of financial position
based on cument/nan-cument ciassification. An asset is current when:

a It is expected to be realized or intended fo be sold or consumed in the normatl
operating cycle;

= Jtis held primarily for the purpose of trading;

» {tis expected to be realized within twelve months after the reporting period; or
it is cash or cash equivalent unless restricted from being exchanged or used to
seftle a liability for at least twelve months after the reporting period,

All other assets are classified as non-current.
A liability is current when:

it is expected to be seftled in the nonmmal operating cycle;

It is held primarily for the purpose of trading;

It is due to be settled within twelve months after the reporting period; or

There is no unconditionat right io defer the settlement of the liabllity for at least
twelve months after the reporting period

The Company classifies all other liabilities as non-current.

Noncurrant portion of due to related parties is classified as noncurrent liability.

Investiments in Subsidiaries

Subsidlaries are entities controlied by the Company. The Company cantrois an entity
if, and only if, the Company is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those retums through its
power over the entity. The Company reassesses whether or not it controls an
investes if facts and circumstances indicate that there are changes to one or more of
the three efements of control. .

The Company carries ifs investments in shares of stock of its subsidiaries under the
cost methed of accounting for investments. Under this method, invesiments are
camled at cost less impairment losses. The investor recognizes income from the
investment only to the extent that the investor recelves distributions from
accumulated profits of the investee arising after the date of the acquisition.
Distributions received in excess of such profits are regarded as a recovery of
investment and are recognized as a reduction of the cost of the investment.

Property and Equipment
Measurement at Recognition :

Upon recognition, items of property and equipment are measured at cost which
comprisas the purchase price and any directiy attributable costs of bringing the asset
to the location and condition for its intended use.

Measurement Subsequent fo Recognition
Property and equipment are carried at cost iess accumuiated depreciation and
accumulated impairment losses, if any.

Subsequent Cosls '

Subsequent costs that can be measured reliably are added to the canying amount of
the asset when It is probable that future economic benefits assoclated with the asset
will flow to the Company. The costs of dayfo-day servicing of an asset are
racognized as an expense in the period in which they are incurred.
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Depraciation and Amortization

Depreciation is computed using the straight-line method over the estimated useful
lives of furniture, fixtures and equipment ranging from five (5) to ten” {10} years.
Leasehold improvemeants are amortized using the straight-line method over the termn
of the lease or the estimated useful lives of the improvements, whichever is shorter,

The estimated useful lives, as well as the depreclation and amortization methods ars
reviewed al gach reporing date to ensure that the period and methods of
depreciation and amortization are consistent with the expected pattern of economic
benefits from those assets.

Fully depreciated and amoariized assets are refained in the accounts uniil they are no
longer in use, no further charges for depreciation and amortization are made in
respest 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 impaimment losses, if any, are removed from the
accounts and any resuiting gain or loss arising from the retirement or disposal is
racognized in profit or loss.

impairment of Monfinancial Assets

The carrying amount of the Company’s property and equipment is reviewed at each
reporiing 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 impairment loss is charged fo the revaluation Increment of the said asset.

The recoverable amount is the greater of the asset’s fair value less costs of disposal
and value in use. Fair valus less cost of disposal is the prica that would be received
to sell an assat or paid to transfer a liability in an orderly transaction between market
participanis at the measurement date, less the costs of disposai. In assessing valus
in use, the estimated future cash flows are discounted to their present value using a
pretax discount rate that reflects cument market assessments of the time 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 belongs.

An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impairment loss is reversed only to the extent
that the camying amount of the asset does not exceed tha camrying amount that
would have been determined, net of depreciation, if no impairment loss had been
recoghized. Reversals of impairments are recognized in profit or loss, unless the
asset Is camled 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 {o allocate the asset's revised camying amourtt. lass any residual value, on a-
sysiematic basls over its remaining life.
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A reversal of an impairment [oss on a revelued asset is recognized in the separate
statements of changes in equity and increases the revaluation surplus. However, to
the extent that an impairment loss on the same revalued asset was previously
resognized in the profit or loss, a reversal of that impairment loss is also recognized
in the profit or loss.

Revenue Recoqnition
Revenue from Contracts with Customers

The Company's business is primarily engaged in holding equity interesis in hotels
and resorts, a fitness gym, entities engaged in the intemational marketing and
promotion of casinos, manufacturing of pastries, and hotel management and
operations. )

Ins the comparative pericd, revenue is recognized to the extent that it is probable that
the economic benefits will flow to the Company and the revenue can be measured
reliably. Revenue is measured at the fair value of the consideration received or
receivable. .

The following specific recognition criteria must also be mat. before revenue is
recognized; '

interest income
Interest income is recognized as it accrues using the effective interest methed.

Other Incoma
Other Income is recognized when eamed.

Expense Reccgnition

Expenses are recognized in profit or loss upan utilization of the service or at the date
thay are incurred. Interest expense are reported on an‘accrual basis.

Relatad Party Relationship
A related party relationship exists when cne party has the ability to control, directly or

indirectly, through one or more intermediaries, the other party or exercise significant
influence over the other party in making financial and opgrating decisions. Such
relationships also exist between and/or among entitles which are under common
contrel with the reporting enterprise, or beiween, andfor among the reporting
enterprise and its KMP, directors, or its stockholders. In considering sach possible
related parly relationship, attention is directed fo the substance of the _relationship,
and not merely the legal form.

Incame Taxes
Income tax comprises current and deferred tax. Current and deferred tax are

recognized in profit or loss except to the exent that it relates to a business
combination, or items recognized directly in equity or in other comprehensive
income, in which case they are recognized in equity or in other comprehensive
incorne., :

Current tax is the expected tax payable on the taxable income for the year, using tax
rates enacted or substantively enacted at the reporting date, and any adjustment to
tax payable in respect of previous years. Current tax payable also includes any tax -
liability arising from the declaration of dividends.

Cumrent tax assets and liabilities are offset only if the Company has a legally

enforceable right to offset the recognized amounts and intends either to settle on a
net basis, or to realize the asset and settle the iiability simuitanecusly.
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Deferred tax is recognized in respect of temporary differences batween the camrying
amounts of assets and liabilitles for financial reporting purposes and the amounts
used for taxation purposes. Deferred tax is not recognized for:

= temporary differences on the initial recognition of assets or liabilities in a
transaction that s not a business combination and that affects neither accounting
nor taxable profit or loss; .

o temporary differences related to investments in subsidiaries and joint
arrangements to the extent that the Company is able fo control the timing of
raversal of the temporary differences and it is probable that they will not reversa
in the foreseeable future; and

o taxable temporary differences arising on the initial recognition of goodwill.

Deferred tax is measured at the tax rates that are expe&ed to be applied to
temporary diffarences when they revarse, based on the laws that have been enacted
or substantively enacted af 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 utitized. Deferred {ax
assets are reduced to the extent that it is no longer probable that the related fax
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 fax assets and liabilities, and they refate to income taxes levied by the
same tax authorily on the same taxable entity, but they intend to settle current tax
assets and liabllities on a net basis or either tax assets and fabilities will be realised
simuitareously.

Equity

Capital stock is classified as equity and is determined using the nominal value of
share that have been issued. Capital stock is recognized at par value for all issued
shares. Consideration raceived in excess of par value is recognized as additional
paid-in capital net of incremental costs that are directly attributable to the issuance of
new sharas. :

Accumulated deficit includes accumulated results of operations as reported in the
separate statements of profit or loss and other comprehensive loss less any
dividends declared. Dividends are recorded in the pericd in which the dividends are
approved by the BOD. ' _

Provisions and Continaencies

A provision is a liabillty of uncertain timing or amount. It is recognized when the
Company 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 settie the obligation
and a refiable estimate can be made. The amount to be recognized as provision shall
be the best estimate of the expenditure required to settfe the prasent obligation at the
end of the reporting period. '

When it Is not probable that an outflow of economic benefits will be required, o the
amount cannot be estimated reliably, the obligation is disclosed as a contingent
liability, unless the probability of oufflow of economic benefits is remote. Possible
obligations, whose existence will only be confired by the occumence or non-
accumrence of one or more future events, are also disclosed as contingent fiabllities
unless the probability of autflow of aconomic benefits is remate.



A contingent asset is a possible asset that arises from past events and whose
existence will be confirmed only by the occurrence or non-occtirrence of one or more
uncertain future events not whoily within the confro! of the entity.

Contingent assets are not recognized in the separate financial statements but are
disclosed when the inflow of econcmic benefits is virtually certain.

Evants Afler the End of the Reporting Date

The Company identifies post year-end events as events that occurred after the
reporting date but bafore the date when the separale financial statements were
authorized for issue. Any post year-end events that provide additional information on
condifions that axistad at the end of a reporting pericd {adjusting evenis) are
recognized in the separate financial statements. Post year-end events that are not
adjusting events are disclosed in the notes to the separale financial statements when
material.

New Standal mendments to Sta s and Ini tion Not Yet

A number of new standard, amendments to standards and intarpretation are effective
for annual periods beginning after January 1, 2018. However, the Company has not
applied the following new or amended standards and inferpretation in preparing
these separate financial statements. The Company has not yat accounted for and is
currently assessing the potential impact of these, if any, on its separate financial
statemeants.

To be Adopted on January 1, 2018

o Philippine Interpretation IFRIC-23, Uncertainly over fncome Tax Treatments
clarifies how to apply the recognition and measurement requirements in PAS 12,
income Taxses when there is uncertainty over income {ax treatments. Under the
interpretation, whether the amounts recorded in the separate financial
statements will differ to that in the tax retum, and whether the uncertainty Is
disclosed or reflected in the measurement, depends on whether it is probable
that the tax authority will accept the Company's chosen tax treatment. If it is not
prabable that the {ax authority will accept the Company’s chosen tax treatment,
the uncertalnty is reflected using the measure that provides the better prediction
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 authority's right to challenge a treatment explres.

The Company is required to adopt IFRIC-23 starting January 1, 2019. The
Company is currently assessing and has yet to reasonably estimate the impact of
thess, if any, on its separate financial statements.

To be Adopled on January 1, 2020

¢ Amendments to References to Conceptual Framework in PFRS sets out
amendiments to PFRSs, their accompanying documents and PFRS practice
statements fto reflect the issuance of the revised Concepiual Framework for
Financlal Reporting in 2018 (2018 Conceptual Framework). The 2018
Congeptual Framework includes;

¢ anew chapter on measuremont;

= guidance on reporting financlal performance;
improved definitions of an asset and a liability, and guidance supporting
these definiions; and
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> glarifications in important areas, such as the roles of stewardship, prudence
and measurement uncertainty in financial reporting.

Some PFRSs, their accompanying documents and PFRS praclice statements
contain references to, or quotations from, the International Accounting Standards
Committee's Framework for the Preparaton and Presentation of Financial
Statements adopted by the international Accounting Standards Board in 2001 or
the Conceptual Framework for Financial Reperting issued in 2010. The
amendments update some of those references and quotations so that they refer
to the 2018 Conceptual Framework, and makes other amendments to clarify
which version of the Conceptual Framework is referred to in particular
documents.

These amendments are effective for annual reporting pericds beginning on or
after Japuary 1, 2020,

a  Definition of Material (Amendments to PAS 1, Presentation of Financial
Statements and PAS B, Accounting Policies, Changes in Accounting Estimates
and Emors). The amendments refine the definition of material. The amended
definition of material states that information is material if cmitting, misstating or
obscuring it could reasonably be expected to influence the decisions that the
primary users of general purpose financial statements make on the basis of
those financial statements, which provide financial information about a specific
reporing entity. The amendments clarify the definition of material and ¥s
application by:

(a) raising the threshold at which information becomes material by replacing the

term ‘could influence’ with ‘could reasenably be expected to influence’;
~ {b) including the concept of ‘obscuring information' alongside the concept of
‘omitting’ and ‘'misstating’ information in the definition;

(c) clarifying that the users to which the definition refers are the primary users of
general purpose financial statements refemed to in the Conceptual
Framework;

(d) clarifying the explanatory paragraphs accompanying the definition; and

(e) aligning the wording of the definiion of material across PFRSs and other
publications. '

The amendments are expected to help entities make better materiality judgments
without substantively changing existing requirements. The amendments apply
prospectively for annual periods beginning on or after January 1, 2020.

17. tshupg:;mentary information Required Under Revenue Regulations No. 15-2010 of
e

In addition to the disclosuras mandated under PFRSs, and such other standards
and/or conventions as may be adopted, companies are required by the BIR to
provide in the notes to the separate financial statements, certain supplementary

_information for the taxable year. The amounts relating to such supplementary
information may not necessarily be the same with those amounts disclosed in the
separate financlal statements which were prepared in accordance with PFRSs. The
foliowing are the tax information required for the taxable year ended
December 31, 2018:
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A. Withholding Taxes

During tha year, the Company withheld expanded withholding tzxt amounting to
P94,000.

B. All Other Taxes (Local and National)

Other taxes paid during the year recognized under
“Taxes and licenses” account under General and
Adminfstrative Expenses
License and other fees pP202,739

C. Daficiency Tax Assessments

As at Decembar 31, 2018, the Company is stili awaiting SC's decislon on its
appeal refated to the VAT assessment for taxable year 2006.
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REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER
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(a) has filed all reparts 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)

O Yes
> No
{b) has been subject to such filing requirements for the past ninety (90) days

) Yes
= No

The Exchange does not warrant and holds no responsibilify for the veracity of the facts and
representations conlained in all corporate disclosures, including financial reports. All dsta
contained herein are prepared and submitted by the disclosing party to the Exchange, and
are disseminated solsly for purposes of information. Any questions on the data contained
herein should be addressed directly fo the Cormporale 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

ended June 30, 2019

.Curmency {indicate
units, if applicable) | Co0

Balance Sheet
Period Ended Calendar Year Ended {Audited)
June 30, 2019 © Dec3y,2018
Current Assets 5,755,642,868 3,775,183,959
Towses 125206811 10656321788
éCurnent Liabilities | 4,118,802,91.8”” 2,525,749,457”-“ o




4,719,395,607

(Dilutec)

0.023

0.045

0.075

Total Liabilities 6,420,056,952
Retained 201,370,968 13,785,652
Eamings/(Deficit) B o
‘Stockholders' Equity N 6,11.5,.1.89,.859 5,936,926,181 |
‘Stocknolders® Equlty - Parent >407,182,884 5,20787L208
;Book Value per Share 2.16 2.08
Income Statement
Current Year Previous Year Previous Year-To-

. @Months)  (3Months) | CuentYearTe-Dae T pay
p———— N
‘Operating Expense | 310,495,05? 308,457,008 565,756,423 658,493,.6;5
EOther Expense 87.,.764,.481 68..,.6?2,075 186,872,494 135,830,2.?3”” |
%Gross Expense 398,169,538 377,099,083 948,256,639 794,323,908
_¥et incomel{Loss) Before 79,744,143 108,122,321 195,627,722 207,693,569
“Tax
Income TaxExpense 28450484 0 28,450484 ° !
é#et Income/{Loss) After 51,293,660 108,122,321 167,177,238 207,693,569
“Tax
Net Income Attributable to 56,613,345 113,399,313 187,585,315 5
Parent Equity Holder | easales
_f;';;‘,';‘fs" Loss) Per Share 0.023 0.045 0.075 0.093
Eamings/{Loss} Per Share 0.093



Gurrent Year (Trailing 12 months) Previous Year {Trailing 12 months)

Eamings/(Loss) Per Share (Basic) {0.051) 0.054
Earnings/(Loss) Per Share
{Diluted) {0.051) 0.054

Financial Ratios

Formula Current Year Previous Year
June 30, 2019 June 30, 2018
Liquidity Analysis Ratios:
Current Ratio or Working Current Assets / Current 1.40 3.29
Capital Ratio Liabilities ‘ ’
(Current Assets - Inventory -
Quick Ratio Prepayments)/ Current 1.36 3.19
Liabilities
Solvency Ratio Total Assets / Total Liabilities 1.85 242
Financial Leverage Ratios
Debt Ratio Total Debt / Total Assets 0.51 0.41
: Total Debt / Total
Debt-to-Equity Ratio Stackholders’ Equity 1.05 0.70
Earnings Before Interest and
Interest Coverage Taxes (EBIT) / Interest 5.52 2.50
Charges
. : Total Assets / Total
Asset to Equity Ratio Stockholders' Equity 2.05 1.70
o
Profitability Ratios
. . Sales - Cost of Goods Sold or
G
ross Profit Margin Cost of service/ Sales 0.40 0.34
Net Profit Margin Net Profit / Sales 0.21 0.21
Return on Assets Met Income [ Total Assets 0.02 0.02
. Net Income / Total
Return on Equity Stockholders' Equity 0.03 0.03
Price / Earnings Ratio Price Per Share / Earnings Per 0.075 0.093

Common Share

Total Common Stockholder's
Book Value Equity-Parent/No. of Common 215 2.18
Shares



WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

As of June 30, 2019
Unaudited Unzudited Audited

June 30, 219 June 30, 2018 December 31, 2018
ASSETS
Current Assets
Cash and cash equivalents 4999 347,593 442 126,088 712,642,027
Receivables - noi 1,594.260,771 254,794 368 561481947
Motes receivable 120,273,728 - 253674325
Insurance receivable - "
Inventories 24,675,750 27,764,819 24506411
Due from reiated partics - current portion 2.867,951 467 1,614,831 281 2084710566
Prepaid expenses and other cunent assets 149,124,559 85,831,533 137.868,683
Total Current Assets §,755,042,868 2432,348,089 3775183939
Noncurrent Assets
Receivables from Acesite Limited {BVI) - - -
Due from related parties - noncurrent portion 382,131,238 373253414 1 433.580,249
Goodwill - -
Property and equipment - net 4,503,1140,0{3 6,483,358,593 5103219378
Available-for-sale ( AFSY investmenes 21,729,870 16,321,740 21729870
Deferrad 1ax assets 36,250,283 21,533,720 117.373,236
Other noncurrent assets 1.836,382,549 21,257,586 205.235.096
Taotal Noncurrent Assets H779,603,943 6.922,225,053 6.881.137.829

12.535. 246,811 9.354,573,142 10,656.321.738

LIABILITIES AND EQUITY
Current Liabilities
Accaunts payable and acorued expenses 2,063,332,686 1.293,729,020 1,631.392,632
Loans payable - current portion 376,000,000 375,000,000 650,000,000
[ncome tax payable 5,190,958 - 23,394,347
Contract payable - -
Provisions - 4,463,009
Other current liabikities 1.674,279,274 112038813 2205962378
‘Total Current Liabilities 4.118,802,918 1,785,235 842 2325749457
Noncurrent Linbilities
Loans pavable - noncurrent portion 1.487,222,102 - §.168.085,107
Deferred 1ax liabilities 734,431,559 1,321,126,904 1,019,149,566
Retirement benefits liability 38,038,613 90,558,386
Other noncurrent liabililies 41,561,760 51,173,433 6411477
Total Noncurreat Liabilities 1301254034 1.462,858,723 2193 646,150
Total Lisbllitics 6.420,0536,952 3,248 094,565 4.719.393.607
Equity Attributable te Equity Holders of the Parent Company
Capital stock 2.498,991,753 2.498.991,753 2.498.991,753
Additional paid-in capal 706,364,357 706,364,157 706,364,337
Revaluation surplus in property and equipment 1.834,710,348 2.349,524,496 1834710345
Foreign currency translation adjustmen 17,604,278 41,686,179 47.004,278
Fair value reserve S 05063 2,683,245 3105963
Retirement benelits reserve 113,635,220 102,082,569 101,508,560
Retained Earnings/i{Delicit):

Appropriated - .

Unappropriated 201,370,968 (504,442,375) 13.785.652
Total Equily Attributable 10 Equily Holders of I 5,407,182,884 5,196,890,224 5,207.871.208
Non-contrelling Interest 08,006,975 009,588,353 729,054,973

12.535,246,81 F 9,354,573,142 10.656.32),748

Sev Nertes to the ¢ omolndated Fun il Sar.




WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES Annex A
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME Page 2 of 5
For the Quarter Ended June 30, 2019
Unaudited Unaudited Audited
April-Jung 2019 April-June 2018 December 31, 2018
REVENUES
Hotel 271,123,981.09 473,546,445 1,811,283.501.00
Narndtotel 42,795.135.22 390581
Interest and other income 163,994,596.29 7,769,083 3R.623 090
477,913,682 485 221,405 124991 1,991
COSTS AND EXPENSES
Cost of sales
Hotel 161,154,505 300,678,608 974,930,699
Nonhotel 149,250,553 7,778,400 415539675
310,405,057 308,457,008 1,390470,374
167,508,625 176,764,397 459 441617
OTHER EXPENSES (INCOME)
Depreciation and amortization 24,773,225 27129270 264 634,158
Interest expense 12,191,250 41,512,805 161,707 483
Penalties and other charges - -
[mpaient losses, bad debis written off and provisior - - 4,942,908
Loss on sale an Acesite shares - - 410,172 382
Enterest income - - (98.420.887)
Foreign exchange losses {gains) - net . - (2.844.716)
Crihers - el 50,800,606 - (11,09t,784)
B7,764.481 68,642 075 739,144 544
INCOME({LOSS) BEFORE INCOME TAX 79,744,143 108,122,321 (269.302.927)
INCOME TAX EXPENSE (BENEFIT) 28,450,484 - (157.773,765)
NET INCOME (LOSS) 51,293,660 108,122,321 (111,929 162)
OTHER COMPREHENSIVE INCOME
Appraisal on increase on property and equipment - - -
Fareign currency translation differences for foreign of 307328 - (5.537.720
Actuarial gains on defined benefit plan . - 44.879.513
Net change in fair value of AFS invesiment - 3462730
Reduction of deferred 1ax liabilitv relating 10 revaluation surplus -
Dreferred tax effect - {13.463.885)
307,328 - 31,340,736
TOTAL COMPREHENSIVE INCOME {LOSS) 51,600,988 108,122321 {80 588,126}
EARNINGS PER SHARE - Basic and Diluted 0.023 0.045 0.017
There are ve dintie poteeiol shares
Forward
2019 2018 2018
Met i {loss) allnbutable to:
Equity helders of the Parent Company 56,613,345 113,399,313 42,019,520
Non-controlling interest (5,319,687} (5.276.994) [153.948,632)
8E.293.660 108,122,319 (111,939 142)
Total comprehensive income {loss) attributable 1o
Equity kolders of the Parent Company 86,920,674 113,398,313 57.737.940
Nen-controlling interes| (5.319,687) 5,276,994 {138,325,366)
51,600,988 108,122,319 {50.588.426)
EARNINGS PER SHARE - Basic and Diluted 0.023 0,045 0017

Kow Notes i the Comaotrdned §inangle!d 5
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WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

Apaex A

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME Page 3 of 5
As of June 30, 2019
Unaudited Unaydited Audited
Juae 30, 3019 June 30, 2018 December 31, 2013
REVENUES
Hotel 678,103,652 074,306,960.65 1,811,283,901.00
Nonhotel 242,027,555 12,172,350
Interest and other income 17,125332 15,538,167 38,628,090
948.256.639 LWLAITAT? 1,849,511 991
COSTS AND EXPENSES
Cost of sales
Hotel 386,864,381 639,793,205 074,930,659
Nonkosel 208,892,042 16,700,430 415,536,675
565,786,423 655,493,636 1,3%0,470,374
382,500,216 0. 5080 459,441,617
OTHER EXPENSES {INCOME) —
Depreciation and amortization 74,531,188 6,508,718 264,684,158
{nterest expense 30,000,000 59.321,55% 161,702,433
Pemalties £nd other charges - .
tpaitment losses, bad debis written off onid provisions - - 4,542,508
Loss on sale on Acesite shares - - 410,172,382
Interest incame - - {98.420,85T
Forcign exchange losses (gains) - nat - . (2,844,718)
Qrheys - net 82,341,308 - (11,001,784)
136,872,494 135,830,173 729,144,544
INCOME(LOSS) BEFORE INCOME TAX 195,627,722 207,693,569 (269,702,927)
INCOME TAX EXPENSE (BENEFIT) 18,450,484 - (157,772,765)
NET INCOME (LOSS) 167,177,238 207,653,569 {111,929,162)
OYHER COMPREHENSIVE INCOME
Appraisal on ¢ on preperty and equipment - - -
Foreign curreney translation differences for forcign spcrtions 3B {10,120 119} (5537,7120)
Actugrig! gains on deflned benafit plan - - 44,879,613
Net chanpe in fair valwe of AFS investment - 16,821,740 5,462,730
Reduction of deferred tax liability relating to revaluation surplus
Deeferred tax efoct - - {13463.485)
307,318 6,701,021 31,340,136
TOTAL COMPREHENSIVE INCOME (ﬁ; 167,484,557 214,394,590 {80, 388.426)
EARNINGS FER SHARE - Basic end Diluted s 0093 07
Forcont
201% 28 i
Net los anributeble to:
Exqudity hoklers of the Parent Company 187,585,315 232 912 108 42,015,520
Nen-conrolling interest (20,408,078) (25,128,530 (153,948,682)
167,177,238 207,693,369 (111.929,162)
Tosal comprehensive incoms (lass) anributable to:
Enuity holdsrs of the Parent Company 187,892,544 2 811,108 57,737,940
Non-controlling interest {20,403,078) (25,128,537 {138,325,366)
167,484,867 207,693,565 (B}, 588 426}
,ﬁ-mﬁ - Busic and Diluted 007 0093 0.017

Sex Notez to thy Coralicdared Flrancial Steements,




WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES Annex A

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY Paged of §
As of June 30, 2019

Uoaudited Unzudited Audited

Juze 30, 2019 June 30, 2018 December 31, 2018

EQUITY ATTRIAUTABLE TO EQUITY HOLDERS OF THE PARENT COMPANY
Caphtal stock - P1 par valuc per shase 2,498,991,753 2,493.991,753 2,498.991,753
Addliions] Pald-in Caplial 5m 706,364,357 706,354,357
Revalugtlion Surplus is Property and Eqolipment
Balanes ot beginning of year 1,834,710,348 2.211,108,991 2211, 108,991

Qiher comprehensive income - net of incotne tax effect -
Derecognition of fand held under finance lease dug to acquisition of a subsidiary -

Teansher of revalusiion surplus abscrbed through depreciation For the year - netof | - (376,398 646)
Balance atend of year : 1334,710,345 221,108,991 1,839.710,348
Uorealized Vatuation Galn {Loss) oo AFS Investments
Balance a1 beginning of year - - -
Valuation loss tken into equity during the year - - -
Change in equity ownership of non-contralling interest in & subsidiary - - -
Balance at end of year - - -
Fareign Currency Transtation Adjustmeat
Batance at begimning of year 47,004,278 52,542,000 52,542,000
Other comprchensive income - net of income Lax effect - - {5.337,722)
Balance at end of year 47 004,378 32,342,000 47,004,298
Deflelt
Appropeiation fos renovation and business expansion - -
Unappropristed
Balance at beginning of year 13,765,652 (404,632,514} (404,632,514)
Trensfer of revaluntion surplus absorbed through depreciation for the year - netof i - - 376,398,646
Change in retirement benefits reserve - -
Net income for the year 187,585,316 230,591,190 42019 520
Balance at end of year 01 370,568 (164.041,329) 13,783,652
Total deficit - 301,370,068 (164,041,324) 13,785,652
1,701 %.304,965.777 5,100,136, 385
Fair valug reserve, beginning of the year $,105,963 2,063,223 2,063,223
Other comprehensive income-net tax effect - - 3,042,740
Total fair value taserve . S, 105983 2,063,223 5,105,963
Retiremient benefits rescrve, beginning of the year - 01,506,860 83,695,458 13,695,458
Other comprehensive i el tox effect 11,726,350 - 18,213,402
Tota) retirement benzfiits reserve 113,635,220 83,695,458 101.908,§
Total Equity Attributable to Equity Holders of the Parent Campany 5,407, 152,584 5,390,724,458 5. 207,871,300
NON-CONTROLLING INTEREST
Batance at b2ginning of year 729,054,973 867.381,339 B67,381.339

Derecognition related to Tand due to recesslon of finance fease "
Change in equity ownership of  nan-contraliing interest in a subsidiary "

Valuation luss an AFS invesiments taken into equity during the yeas (639,920) (3.552,427) .
Reacquisition of APHC shares . . .
Other comprehensive income - net of income tax offect - - 15,622 316
Net incomeXloss) for the year {20,408,078) {25,128,537) {153,948, 682)
Balzncs at end of year T TOB008,978 | S35,700375 19054973
&, 113,189,859 6.329.424,833 5.536,926,181

Sew Notes 1o sz Consalidaied Firanesal Sh




WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

Annex A

CONSOLIDATED STATEMENTS OF CASH FLOWS Page S of 5
As of June 30, 2019
Unandited Unaudited Audited
June 30, 2019 June 30, 2018 December 31, 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Tneame before incames tax 167,454,567 H7591,569 (269.702.927)
Adjustments For:

Depreciation and amortization 74.531,185 76,508,718 264,684,158

Tnteresi expense 30,000,000 59,321,535 161,702,482

Casualty losses - net - - 410,§72,382

Retirement benaiit costs 38,038,613 (35,577.076) 19,638,473

Provisions - - -

Unreatized foreign exchange loss (gain) - - (8,382,438

Gain ¢a Reveral of Allowance for Impainnent Losses - - (8,350,581)

Lass{gain) on disposal of propesty and equipmen - -

Impairment losses - - 4,942 508

Interest ingome (1, 769,084) - (98.420.81.81.).
Operating incostk before working cpital chenges 302,285,181 307,946,766 476,303,513
Diccraase (incrense) in:

Reoeivibles (899,087,217 (891,531,695) 2,204,475

Inventories (169,339 6,921 468 3824972

Prepaid expenses ang other cument assels (11,255876) 15,323,981 {40,305,343)
[rerease {decrease) in:

Accounts payable and accrued expenses 431,540,053 (724,062,344) 142,955,348

Other current lighilities 395846, 112 (173271,667) 205,584,634
Cash genoratad from operatians 19,355,664 (1458,672.991) 750,567,659
Interest received 7,765,084 4,015,390
Income taxes paid (45,553,973 (70,613,726) (211,207,802)
Retirement plan contributions paid - - (25,000,000
Benefits paid - - (8£,053,755)
Interest paid (30,000.,000) (59,321,553) {laL.480251)
Nel cash provided by operating achivitics 150,674,773 1,538,608.273) REER7 IWE]]
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of prapety and equipmen 525,578,190 293,359,354 (11,063,615)
Investmen) in & subsidiary - - .
Due trom related parties 269,208,110 (1,126,192,535) (1.473.837.573)
Proceeds fram insurance elaims on property damage - - 360,000,000
Praceeds from sale of propenty and equipmeny - .
Notes Reczivable 133,700,597 45,900,308 {58.967.111}
I in other ansets (1,:550,024,499) 11,578,139 (168,220,13%)
Net cash used i investing activities 1622, 1153,354,634) OA12008454)
Farwand

Years Ended December 31
Juoe 30, 2019 Turz 38, 2018 December 31, 2018

CASH FLOWS FROM FINANCIRG ACTIVITIES
(Increasc)Decrease in loans payable 593,136.9% . .
Proceeds from loan availment - - 1,500,000,000
Inerease {decreass) in ather noncutreat lixbililics 165,431,400 1,98),098,846 {125,852}
Loan Payment {56,914.897)
Net cash provided by {used in} financing ectivities 7 5B308, 350 1,981 442,050,
INCREASE (DECREASE) IN TRANSLATION ADJUSTMEN
Egz:‘ffffgg (DECREASE) IN CASH AND CASH
CASH AND CASH EQUIVALENTS AT BEGINNING OF 286,705,566 219,135,939 366,712,052
YEAR 712,642,027 5929975 345,926,975
CASH AND CASH EQUIVALENTS AT END OF YEAR 999,342,593 584,065,914 712,642,027

Fer Noves to the Conuoltdnied Finanosa! Staressenty.



170Q-2nd quaner 2019

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 demiciled in the Philippines, which is listed {n 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

(WCCCHBR 100 -
Waterfront Mactan Casino Hotel, [ncorporated (WMCHTI) 100 -
Davao Insular Hotel Company, Inc. (DIHCI) 98 -
Acesite (Phils.) Hotel Corporation (APHC) 56 -
Grand llocandia Resort and Development, Inc. (GIRD1) 54 -
Real Estate
CIMA Realty Phit, Inc. (CIMAR) - S6*
Fitness Gym
Waterfront Wellness Group, Inc. (WWGE) 100 -
International Marketing and Promotion of Casinos
WPL 100 -
Mayo Bonanza, [nc. (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 QOperation
Waterfront Hotel Management Corp. (WHMC) 100 -

Hotels

Waterfront Cebu City Casino Hatel, Inc.

WCCCH! was incorporated on September 23, 1994 to manage and undertake operations of
Waterfront Cebu City Hotel and Casine (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
the Company’s restaurants row. On February 5, 1998, PAGCOR commenced operations at the new
purposely-built casino at the Entertainment Block.

3



17Q-2nd quarter 2019

- 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 Ballrcoms 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 reoms and suites

- Hotel Tower Block

The Hotel Tower block is a 22-storey building with a total gross area of 44,334 square meters. [t
consists of 2 podium, containing the lobby, a food and beverage outlet, a reception, a shopping
arcade, three (3) press function rooms, and a high rise block of 498 hotel rooms and suites.

The Hotl, 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 s 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 & 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 buijltin LCD projector, a roll-up screen, PA and recording system, a lacal area
network (LAN) and a poly communication system. The 2nd floor lounge Is outfitted with 3 computer
stations, where guests can avail of complimentary WIF] 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 muitiple types of events. The convention center is equipped
with 10 function reoms, 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 hote] 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, intermet 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-Mindanac 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 labby 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-rew dining and lounging experience, with newly-installed glass panels, semi-closing
each side of the lounge. Fully-equipped bar areas have also been instalted 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 hatel’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
experience by giving emphasis on unique ways to enjoy a cup of tea. Guesls can expect an array of
snack choices to complement their tea selection. The Afternoon Tea comes with a choice of Traditional
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Afterncon Tea with a Local Twist or Chocolate Temptations, For each selection, guests may opt far
tea, coffee or hot chavolate. 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 ko sample different wines in small amounts befare deciding to order a
full glass or bottle, Guests may test wines from the dispenser in three different amounts. This way,
guests can cheose the perfect wine fit for their paiate. 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 o
corporate and travel groups; a larger Duty Free shopping is also provided; and an additienal 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.

Waterfrant Mactan Casine Hotel, Inc.

Waterfront Mactan was incorporated on September 23, 1994 to manage and underiake operations of
Waterfront Mactan lsiand Hotel and Casino (WMIHC). WMCHI has completed Phase [ of Waterfront
Mactan Island Hotel and Casino (WMIHC). 1t 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 38,600 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 developmaent is
Phase I}, 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 [nternet connections to cater to the
needs of its guests. Additionally, the company has acquired the newest hospitality saftware in the
industry, the OPERA Property Management System, which is designed to help run the hotel
operations at a greater Jevel of productivity and profitability. This was installed last January 14, 2002,

The hotel is conveniently located in front of the Mactan International and Domestic Airport, just a
three-minute drive to the Industrial Zone, a fiffeen-minute drive to the beaches of Mactan Isiand 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 20% 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 aperating 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
corridars 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 lorated along the beach area. The hotel is every guest’s galeway 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
showcases pieces of artifacts featuring the various object d’art from the different tribes and historical.
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On 2015, the property re-opens its gym with 48 square meters to continuously serve its guests and to
ensure guests satisfaction.

Acegite (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 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, cccupies 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 Compeny 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 apened.

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. 1t 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 ballroom, 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 mainteining its status as non-
operating entity seeking for other business opportunities,

Mayo Bonanza, Inc,

Mayo Bonanza, Incorporated (MBI}, 2 100% owned subsidiary of WPl 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 eatertainment, 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 stot machine outside of casinos in line with PAGCOR’s slot machine arcade project.

g)ot; é\rlay 30, 2016. BOD approved the cessation of the Company’s business operations effective July 01,

Waterfront Horizon Corporation (previously Waterfront Entertainment Corporation)

WP has successfully established the country’s first ever integrated hote] reservations and booking
system featuring a full-service, round-the-clock, 7 days a week Central Reservation Office. This

8



170-2nd guarter 2019
service ranges from systems and solutions specializing in the operations hotel framework. It offers
specialize hotel consultancy services to hote! 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 Iocated in the Ground Level of Waterfront Cebu City Casino Hotel occupying
61753 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 serobic
instructions to belly dancing, boxing, yoga classes and a lot more. It also has its own
autritionist/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 [ocandia Resort and Development, Ine.

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 aH of its property and
equipment, inclusive of the hotel faciliies 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 Islatds to act as the marketing arm for the international marketing and prometion of hotels
and casinos under the trade name of Club Walerfront 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 llocandia 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 Frogram. 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 opetators 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, 2602,

’I‘!w. 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 fo the consolidated financial statements.

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity if and ondy if, the
Group is exposed to, or has rights to, variable returns from its involvement with the entity and has
the ability ko affect those returns through its power over the entity. The Group reassesses whether or
not it contrals an investee if facts and circumstances indicate that there are changes to one or more of
the three elements of conlrol.

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 until the date when control ceases.

The accounting policies of subsidiaries are being aligned with the policles adopted by the Group.
Losses applicable to the NC) in a subsidiary are allocated to the NCI even if doing so causes the NCI
to have a deffcit balance.

Segment Reporting

An operating segment is a component of the Group that engages in business activities from which it
may eamn 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 decistons 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 reparted 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 Habilities.

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 Carporate and Other Operations segments.

The Group’s only reportable geographical segment is the Philippines.

Revenne Recognition

Revenue is recognized to the extent that it is probable that the ecoromic benefits will flow to the
Group and the revenue can be reliably measured. Income is measured at the fair value of the
consideration recefved, 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 actua] 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 straight-line
basis aver 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 eam interest at
annual average of 0.13% to 2.88% in 2019 and 2018 and have average maturities ranging from 30 to 35

days for both years.
2. Receivables
This account consists:
June 2019 June 2018
Trade 552,796,217 114,050,644
Others 1,050,900,706 130,237,032
1,643,696,923 244,287,676
Less allowance for doubtful accounts (49,427,152) -21,583,914
Tatal 1,594,269,771 222,703,762
3. Inventories
This account consists of:
June 2019 June 2018
Food and Beverage 11,636,572 14,172,929
Operating Supplies 10,306,658 10,006,308
Others 2,732,521 2,817,091
Total 24,675,750 26,996,328

4, Related Party Trangactions

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. Accounis Payable and Accrued Expenses

This account consists of:
June 2019 June 2018
Trade 320,333,622 235,864,335
Accrued Expenses 299,913,959 213,002,572
Others 1,443,085,106 265,285,801
Total 2,063,332 686 744,152,708

6. Loans Payable
This account consists of:

558 Loan

555 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 55 amounting to P375.00 million originally
due on October 29, 2004. The 5SS 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
rep-ay;-lent of the principal shall be based on eight (8) semi-annual payments, after a one-year grace
period.

The SS5 loan was availed to finance the completion of the facilities of WCCCHI, 1t was secured by a
first mortgage over parcels of land owned by WII and by the assignment of 200 million conmon
shares of the Parent Company owned by TWGI. The common shares assigned were placed in escrow
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in the possession of an independent custodian mutually agreed upon by both parties.

On August 7, 2003, when the total loan obligation to 555, 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, S55 executed a foreclosure proceeding on the mortgaged parcels
of land. The 555's winning bid on the foreclosure sale amounting to P198.00 million was applied to
penalties and interest amounting to P74.00 million and P124.60 million, respectively. In addition, the
Parent Company acctued penalties charged by SS5 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 sight 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 recetvable from the latter. In
August 2004, the redemption period for the Parent Company, Wil and TWGI expired.

The remaining balance of the SS5 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 555 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 555 on the ground that the
officers and the S5 are not authorized to enter the subject loan agreement. [n the decision, the RTC of
Quezon City directed the Company to return to 555 the principal amount of Joan amounting to
P375.00 million and directed the 555 to return to the Company and to its related parties titles and
documents held by 553 as collaterals.

On January 22, 2016, 5SS appealed with the CA assailing the RTC of Quezon City decision in favor of
the Parent Company, et al. 555 filed its Appeilant's Brief and the Parent Company filed 2 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, fumishing the RTC of
Quezon City and the Office of the Salicitor General with copies. S85 was given a period to reply but it
did not file any.

On September 6, 2016, a resolution for possible settiement 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 58S 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.
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7. The earnings {losa) per share is computed as follows:

June 2019 June 2018
Net Income (Loss) 187585,315 232,822,105
Weighted Average Number of Shares
Culstanding 2,498,991,753 2,498,991,753
Earnings (Loss) per share 0.075 0.093

There are no dilutive potential shares as of June 30, 2019 and 2018.

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 Sth Floor Junket Area (2,336
sq.m.) for a total avea 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 coverad the Main Area {4,076.24 sq.m.) and Chip Washing Area (1,076 sq.m.) for a fotal area
of 5,152.24 sq.mm. 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 (2,13036 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 5q.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 Leage Agreements

Group a8 Lessor

Lease Agreements with Concessionaires

WCCCHI, WMCHI and DIHCI 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 hatels 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 deficlency 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 far reinvestigation and further verification.

On Decamber 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 issuarce 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 Ffiled 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 prorulgated 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 stll 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
OF FINANCIAL CONINTIONS AND RESULTS OF OPERATIONS

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 OPERATTONS

June 2018 June 2018
Revenues 948,256,639 1,002,017 477
Less: Costs and Expenses 565,756,423 658,493,636
Net Income (Loss) Before Fixed Financial and Other
Charges 382,500,216 349,523,842
Less: Fixed Financial and Other Charges (Dep'n and 73 494
Amort'n, and Interest) 1868 135,830,273

X 9

Income {Loss) before Income Tax 135,627,722 207,693.56
Income Tax Expense ( Benefit) 28,450,484 0.00
Income (Loss) before Share in Minority Interest 167,177,238 207,693,569
Share of Minority Interest (20,408,078) (25,128,537)
Net Income (Loss) 187,892,644 232,822,105
Earnings (loss) Per share 0.075 0.093
FINANCIAL CONDITION

June 2019 June 2018
Assets
Current assets 5,?55,6‘2,868 4:737'514,668
Non-current Assets 6,779,603,943 5,866,462,835
Tokal Assets 12,535,246,511 10,603,977,503
Liabilities and Stockholders’ Equity
Current Liabilibies 4,118,802.918 1,437,941,560
Non-current Liabilities 2,301,254,034 2,935,611,110
Total Stackholders’ Equity 5407,182,684 5,350,724,458
Minority Interest 708,006,975 B38B,700,375
Total Liabilities and Stoekholders’ Equity 12,535,246,611 10,603,977,503
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RESULTS OF OPERATIONS

Period ended June 30, 2019 compared to Period Ended June 30, 2018

Income Statement

Hotels and other subsidiaries gross revenues for the 2nd quarter of 2019 and 2018 are Php 948 million
and Php 1.002 billion respectively, slight decrease of 5.39% from last year. Consolidated costs and
expenses for all properties decreased by 14% 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, 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 witness and
participate in the festivities. Sinulag 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 counby is
full of Chinese nationalities and businessmen and celebrating their New Year would really be an advantage to
the hotels in terms of revenues.

2nd QUARTER

This quarter proved to be frultful for the group. WCCCHI and WMCHI continued to maintain the
occupancy rates that it has experienced in the first quarter with the influx of considerably sizeable
functions and conventions. The improvement of the city’s airport has also contributed to the increase
in travelers, The hotels are preparing for an even higher number of guests and events as the last two
quarters set in,

TOPR FIVE {5) PERFORMANCE INDICATORS

June 2019 June 2018
Occupancy Percentage 86% 5%
Average Room Rateg 2,79 2651
Food Covers 570,947 613,904
Average Food Checks 419 405
Average Food Costs 37% 37%
Occupancy Percentage

The occupancy percentage s up by 11% as compared to Ind 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 toom rate is 5% higher 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 decreased by 7% compared bo the 2nd quarter of last year. Food covers
pertains to the number of guests that availed aof the restaurants services.

Average Food Check

The average food check or average consumption per guest this quarter increased by 4% compared to
the 2nd quarter of last year. Average Food Check is derived by dividing the total food and beverage
revente by total food covers,

Average Food Cont
The average food costs remained the same compared to last year's figures. Average Food Cost is
16
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computed by dividing the total food and beverage revenue by total food cost.

Revenues and Eamings per Share
Revenues decreased by 5%, Php 948 million for the 2nd quarter of 2019 and Php 1.00 billion of the

same quarter last year and operating expenses decreased by 14%.
GOP at 382.50 million in 2019 and Php 343.52 million in 2018.
Earnings per share this quarter is at Php 0.075 while same quarter last year was at Php 0.093.

Fixed Financial and Other Charges
Total fixed financial and other charges, Php 186.87 million, reflecting an increase of 38% from the

previous year's PHP 135.83 million.
This account includes the depreciation and interest expense from S8S Loan.
FINANCIAL CONDITION

Cash and Cash Equivalents
Cash and cash equivalents as of the 2nd quarter of this year is at Php 999.35 million higher by
Php 414.28 milion from last year or 71%.

Receivables
Receivables for the period increased from Php 222,70 million 2nd quarter last year to Php 1.59 billion
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 Ioan is guaranteed by another entity in behalf of ALEC.

Ingurance Receivable

On March 18, 2018, a fire broke out at the hotel of Acesite (Phils.) Hotel Inc. damaging several fleors,
casinos and restaurants. Operations have been suspended since then. The Hote! has insurance
coverage to answer for the damages sustained. [t is expected that operations will continue after
damages are repaired.

Inventories
Inventoty this year showed a decrease of 9%.

Due from related partiescwrrent portion

This account increased by 5% from last year's 2nd quarter. This represents interest bearing advances
from TWGI and PRC. Non-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 a¢ a rate of two percent (2%) per annum is classified as non-current due in 5 yeats.

Praperty, Plant and Equipment
The account decreased by 17% or Php 915.52 million from last year. Significant decrease was brought
by the fire incident

Accounts Payable and Acerued Expenses
This account increased by 1.32 billion from last year.

Loans Payable
The account Increased to Php 376 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 company with unconsclidated entities or other
persons created during the reperting period.
d. There are no material commitments for capital expenditures, general purpese of such
commitments, experted sources of funds for such expenditures.
e. From continuing operations, the Company is not exposed to any significant elements of income or
tass except for those already affecting profit or loss,

f. There are no significent elements of income or loss that did not arise from the issuer’s continuing
operations other than those already affecting profitor loss,

Risk Management Structare

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 Conunittea
Risk management commitiee is responsible for the comprehensive monitoring, evaluation and
analysis of the Groups risks in line with the policies and limits set by the BOD,

Financial Risk Management Objectives and Policies

The Group's prineipal financlal 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 befare 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
!Jenod 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
L,iquidity risk is the risk that the Group will not be able to meet its Financial obligations as they fall
ue,

The Group monitors and maintains a level of cash deemed adequate by the management to finance
the (‘:?raup‘s operation and mitigate the effects of fluctuations in cash flows. Additional short-term
funding is obtained through related party advances and from bank Ioans, when necessary.

18
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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 ko ensure that there are sufficient working capital inflows to match repayments
of short-term debt.

Marker Risk
Market risk is the risk that the fair value or cash flows of a firancial 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 U.S. 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 S5S, as well as the stock
rights offering of the Parent Company. The Parent Company is charging WCCCHI on the refated
interests and penalties on the contention that the latter benefited from the proceeds of the S5 loan

Eguity 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 ate caused by factors specific to the individual financial instrument or ifs
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 Wl which are
listed in the PSE totaling to 86,710,000 shares as at December 31, 2018 and 2017,

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 liablliies approximate their fair
values due to the short-tarm 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 fiows 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.

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
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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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SECURITIES AND EXCHANGE COMMISSION

SEC 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

e —————— ]

8. Province, country or other jurisdiction of incorporation or organization

March 31, 2019
| 2. SEC Identification Number |
AS0948678
- ST mmmmonnommnn o - —— ;
i 3. BIR Tax Identification No. f
D80003978254NV |
T T T LI I T L T :
' 4. Exact name of issuer as specified in its charter '
WATERFRONT PHILIPPINES, INC.

I I I - =
PHILIPPINES

|

. 6. Industry Classification Code (SEC Use Only) *

7. Address of principal cffice




NO. 1 WATERFRONT DRIVE, OFF SALINAS DRIVE, LAHUG, CEBU
CITY Pastal Code 6000

oLminoTno L Bttt :::;::."_"':,::::t.i
8. Issuer's telephone number, including area code I
032-2326888

g PO R S

9. Former name or former address, and former fiscal year, if changed since last
report

1

NOT APPLICABLE

10. Securities registered pursuant to Sections 8 and 12 of the SRC or Sections
4 and 8 of the RSA |

Fitle of Each Clasx Number of Shares of Common Stock ()_u!standing and Amount of Debt
Qutstanding

COMMON SHARES - P1.00

PAR VALUE 2,498,991,753

11. Are any or all of registrant's securities listed on a Stock Exchange? ]

ey
" Yes
.

No

T Ll B T o N TRV - - R

If yes, state the name of such stock exchange and the classes of '
securities listed therein; t
i
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S mm Ee e A R Ale dh e m bk rme e s s . O S S

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
Phifippines, during the preceding twelve (12) months (or for such shorter
period that the registrant was required to file such reports)



@ Yes

t#No

(b) has been subject to such filing requirements for the past ninety (90) days

¢ Yes

® No

The Exchange does not warrant and holds no responsibility for the veracity of the facts
and representations contained in all corporate disclosures, including financial reports.
Alt data contained herein are prepared and submitted by the disclosing parly to the
Exchange, and are disseminated solely for purposes of informaltion. Any queastions on
the data contained herein should be addressed directly to the Corporate Infonmation

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
anded

‘Currency (indicate
“units, if applicable} PESC

Balance Sheet

Current Asse&s_ )
Total Agsgts
Current Liabilities _
Total Ligplllt[gs N

‘Retalned Eamnings/Deficit

:Stockholdsrs' Equity

‘Stockholders' Equity - Parent

Book Value per Share

‘March 31, 2019

Period Ended

March 31, 2019

6,172,706,592

12,002,968,417
3,371,914,914
5,933,904,758
144,757,621
6,069,053,559
5,35d,559,538

2.14

Dec 31, 2018

3,775,183,959

10,656,321,788
2,525,749,457
4,719,395,607
13,785,652
5,936,925,181
5,20?,871,208

2.08

Calendar Year Ended (Audlted)



Current Year (Trailing 12 months) Previous Year (Trailing 12 months}

Earningsf{Loss) Per Share (Basic) {0.026) 0.129
Earnings/(Loss) Per Share
(Dituted) {0.026) 0.129

income Statement

(Diluted)

0.048

0.052

Current Year Provious Year Previous Year-To- :
(3 Months) {3 Months) Current Year-To-Date _ Date = -
Operating Revenue 462,573,87251 509,026,988  462,573,872.51 503,026,983 .
Other Re_vg:_tu_e N _ ?’76_9_’084 7,769,084 _7'769’084 7.,'?69,(.134: o
Gross Revenue 470,342,956 515,?95,072 ___”"470,342,956 | 516,796,9?2 |
Operating Expense 255,351,366 350,036,628 255,351,366 350,036,628 .
Other Expense 99,108,013 67,188,197 99,108,013 67,188,197
Gross Expense 354,459,378 417,224,825 354,459,378 417,224,825
#et Incomel{Loss) Before 115,883,578 09,571,248 115,883,578 99,571,248
ax
Income Taxxpense 000 e P o
.I;Iet Income/{Loga} After 115,883,578 99,571,248 115,883,578 99,571,248
ax
NetIncome Attributable to 130,971,969 119,422,790 130,971,969 119,422,790
Parent Eq_uity Holder
Earnings/{Lass) P
[;;:;:)gs.(. oas) Per Share 0.052 0.048 0.052 0.048
Earningsf{Loss) Par Share 0.052

0.048



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 Ratics
Gross Profit Margin

Net Profit Margin
Return on Assets

Return on Equity

Price / Earnings Ratio

Formula

Curent Assets / Current
Liabilities
(Current Assets - Inventory -
Prepayments)/ Current
Liabilities
Total Assets / Total Liabilities

Total Debt ! Total Assets
Total Debt / Total
Stockholders' Equity
Earnings Befare Interest and
Tases (EBIT) / Interest
Charges
Total Assets { Total
Stockholders® Equity

Sales - Cost of Goods Sold or
Cost of service! Sales
Met Profit / Sales
Net Income / Total Assets
Net Income / Total
Stockholders' Equity
Price Per Share / Earnings Per
Common Share

Current Year
March 31, 2019

1.83

1.48

2.02
0.49
098

5.51

1.98

0.46
0.25
0.01
0.02

0.052

Previous Year
March 31, 2018

234

2.16

2.28
0.44
0.77

4.58

1.77

0.32
0.19
0.01
0.02

0.048



PART I--FINANCIAL INFORMATION

[temn 1. Financial Statements.

Please refer to Annex A.
Item 2. Management’s Discussion and Analysis of Financial Condition and Resuits of
Operations.

Please refer to Annex B.

PART II—OTHER INFORMATION
NONE
SIGNATURES
Pursuant to the requirements of the Securities Regulation Code, the issuer has

duly caused this report to be signed on its behalf by the undersigned thereunto duly
authorized.

Repgistrant: Waterfront Philippines, Inc.
Issuer Atty. Arthur R. Ponsaran

Signature and Title M}'_

/ﬁorpamte Secretary

Date 05/14/2019

Principal Financial/Accounting Officer/Controller

Signature and Title

Compliange Officer

Date 05/14/2019




WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

Annex A

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION Page 10f 4
As of March 31, 2019
Unaudited Unaudited Audited

Mareh 31, 2019 March 31,2018 December 31, 2018
ASSETS
Current Assets
Caosh and cash equivalenis 678,510,306 539835836 712,642,027
Receivables « new 1,139,622,946 361.925.584 361,481,947
Notes recen able 120,273,728 115,142,975 253,974,328
[nsurazee receivable - 921.117.922
[nventories 27,032,353 28,332,004 24,506,411
Due irom relaled purties - current portion 3,959,082,175 2.905,698,980 2.084,710,566
Prepaid expenses and other curren nssets 14&&“ 1.231.812 |{"-353-633
Total Current Assets 6,172,706,592 4,946,985, 163 3,775,183 959
Noncurcent Asseis
Due from relaied panies « nondurment portion 356,003,499 347,927,681 1.433,580,249
Goodwill - -
Property and equipinent - el 5,073,419,356 5.426.846.006 5,103.219.378
Equity Sceurities - m faic safue through other comprebiensive income - 15,954,640 21,7298
Deferved tax assets 41,258,062 56,587,520 117,373,236
Other noncurreny assels 359,580,506 39.312.462 205,235,096
Tetal Noncurrent Assets $,830,26¢,525 5.896.628.309 5.381.137.829

12,802,968,417 10.843.613472 10,656,321 ﬁ_

LIABILITIES AND EQUITY
Current Liabilities
Accounts puyable and accried expenses 2841,426,391 1.341.113.179 1.631.392,632
Loans payable - current ponion 376,000,000 375,000,000 650,000,000
Income 1ux puyable 16,951 - 23,394 447
Contract payable - -
Pravisions 12,627,453 12249244
Other current liabilities 141,814,117 332385744 120,962,378
Tatal Current Linbilities 337,914,914 2.110,788,267 2,525, 749,457
Nencurrent Liabilitics
Loans payzble - noncuerent pottion - - 1. 168,085,107
Deferred tax linhilivies 734,446,386 1.253.651.944 1,O19,149,566
Reticement benefits hability 16,113,667 120,683,712
Other nangarrem liabilities 1.811,419291 1.244.956.121 6,411,477
Total Nancurrem Lighilitices 2,56].9;9.84” 2619291777 2,193,646, I-S-h-
Total Linbilities 593,904,758 4.730.080,044 4,719,395,607
Equity Antributnble to Equity Holders of the Pareni Company
Capital stack 2,498,991,753 2.498.991.753 2.498.991,783
Additiona paid-in capital F046,364,357 706364357 706,364,357
Revatustion surplus in propemy and equipment LA34, 710,345 22511108991 (534,710,345
Foreign currency translation adjustmen 47,004,278 52,542,000 47,004,278
Fair value resemve 5,108,963 2063223 5,105,963
Retirement henefits reserve 113,635,221 83.695.458 101,908,860
EamingsiDeficity:

Appropriated - .

Unapproprizted 144,751,621 {283.209,723) 13,785,652
Total Equity Attributable to Equity Holders of the Parent Company 5,350,559,538 5,269.556.059 5207871208
Nen-controlling laterest 718,494,121 843 977,369 TIN054,973

12,002,965,417 10.693.613.477 10,636.321.788

e Moten i e Comaliadated Bemoniz! S




WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

Annex A

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME Page 2 of 4
As of March 31, 2019
Unaodited Unawdited Audited
March 31, 2019 March 31, 2018 December 31, 2018
REVENUES
Hotel 406,979,701.22 500,760,513 1,811.283,901 .00
Nosthotel 55,594,171 8,266,475
Interest and other incorme 7,769,084 7,765,084 38,628,090
470,342,956 516,796,072 1,849,911 991
COSTS AND EXPENSES
Cost of sales
Hael 195,709,876 339,114,597 974,930,699
Nonhotel 59,641,490 10,922,031 415,539,675
265,351,366 350,036,628 1,3%0,470,374
214,991,591 166,759,445 459,441,617
OTHER EXPENSES (INCOME)
Depreciation and amonization 49,757,960 49 379,447 264,684,158
Interest expensa 17,808,750 17,808,750 161 702 483
Penatties and other charges - -
Impairment losses. bad debts wnitten off and provisions - - 4,542 908
Casualty lpsses - - 410,172.382
Interest income - - (98,420,887}
Foreign exchange losses (gains) - net - - {2,844.716)
Others - net 31,541,303 - ¢11,091.784)
99,108,013 67,188,197 729,144,544
INCOME(LOSS) BEFORE INCOME TAX 115,883,578 99,571,248 {260.702.92N
INCOME TAX EXPENSE (BENEFIT) - . (157,773.765)
NET INCOME (L.055) 115,883,578 99,571,248 (111,929,162}
OTHER COMPREHENSIVE INCOME
Appraisal on increase on property and equipment - -
Foreign currency Uranslation differences for foreign operations - - (5,537.722)
Actuarial gains on defined benelit plan - - 44,879,61)
Net change in fair value of AFS invesiment - - 5462730
Deferred tax effect - {13,463,885)
- - 31,340,736
TOTAL COMPRENENSIVE INCOME {LOSS) 115,883,578 9,571,248 (80,588,426)
Forwand
2019 2018 2018
Net loss attribulable 1o:
Equity holders of the Parem Compitny 130,971,969 119,422,790 42,019.520
Non-controiling interest (15,088,291) (19.851,543) (153,048 .682)
115,883,578 99,571,248 (111,929.162)
Total comprehensive incomne {loss) attributable to-
Equity holders of the Paremt Company 130,971,969 119,422,790 57,137.940
Nan-controlling interest (15,088,391} (19,851,543) (138,326.366)
115,883,578 99,571,248 (80,588.426)
EARNINGS PER SHARE - Basic and Diluted 0.052 0.048 0.017

Soe Notes o e Consolufared Faaacraf Siareoresi,




WATERFRONT PHRILIPPINES, INCORPORATED AND SUBSIDIARIES

Annex A

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY Page 3ol 4
As of March 31, 2019
Unaudited Unaudited Audited
March 11, 201% March 11, 2015 December 31, 2018

EQUITY ATTRIBUTABLE TO EQUITY IIOLDERS OF THE PARERT COMPANY
Capita] stoek - P par valee por share 2,498,991,753 2493,9%31,753 2498 991,753
Additionel Paid-in Cnpilay 706,364,357 706,303 357 706,364,357
Revzluation Surplus in Property and Equipment
Balance al beginning of year L7105 2211108391 Z.211,108.5¢1
Other comprehensive Income - net of income 1y ¢ffect - -
Derecognilion of land held under finance lease duc to acquisition of 3 subsidiary -
Teansler of revaluation swplus absotbed through dep jon Tor the yeas - net of wcome tys effect _ (375-393-6“1
Balance at end of year 1LAH,T10 5 2.211,108.991 1,834,10,345
Unreatized Viluation Gain { Loss} on AFS L estmienis
Balance sl beginming of year - - -
Valualion fass takon inle equin- durmg the year - - M
Change in equity ownership of nen-centrollimg inlerest i a subiidan - - -
Balance a1 end of year - - .
Fereign Curreney Transtaiion Adjusiment
Balance o1 beginning of v 47,004,278 52,542,000 £2.542.000
Chher comprehonsive incume - net of income by effect — - - (5-53172.
Dalance a1 end of year 47,004,278 52,542,000 47.004,278
Earcingu{Defirit)
Approprinlion for cenotiian aod busmets expansion - -
Unappropriated
Balance 01 beginning of vear 13,785,652 U3 612 514) (404,632,514}
TransTer of revaluation surplus absorbed through dopreciation foe the vesr - ast of inconse tax effest - - 176,398,646
Change in seurement benefits reserve - -
Net income for the year 130.971,9%6% 113,322,791 42,019,530
Balance a1 end of year 144,957 621 1265.209,123) 13,785,652
Total deficit Taa 57,621 (285,209,723 13,765,652

523182835 5.18%,797.378 100,856,388
Fair value reserve, begmning of the year 5,105,%3 206320 2,063,223
Other comprehensive income-nel tnx effect - 3,042,740
Total fair value reserve S105963 2,003.223 <,105,963
Retirement benefils reserve. beygmning of the year 10,908,860 831,605.448 £1,605,458
(ther camprobensive meome-nel o effect t1,726,361 - 12,213,402
Total retisement bensfins resen e 113635221 83,695 458 101,008.960

5.350,569,58 3.260,556.009 207,871,208
NON-CONTROLLING INTEREST
Balance &t begipring of 5.ar 729,054,913 Bo7. 381 039 867,381,339
Derecoynition refaied 1o land due 1o recession of finance lease )
Change in equity ship of Ahing emerest in 3 subsidiary :
Waluation toss on AFS i estiments iaken mio equity dunng 1he year 4527589 {3.552427) -
Reaequisition of APHO shptes - . .
Other comprebensive mcome - net of incomes 1ax efiect - . 15,622,316
Net incame/{ less) for the yer (15,038.291) (19,851 543) (143,948,632}
Balznce 2t end of yezr TI8AI121 §43.977.160 729,054,973

4,069,063,659 B 13,533 478 5.016,026,18]

Niee Notex ket §ssescodich b Fidvicid Stedemenic
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Annex A

CONSOLIDATED STATEMENTS GF CASH FLOWS Page 4 of 4
As of March 31, 2019
Unaudited Unaudited Audlted
March 31, 2019 March 31, 2018 December 31, XM 8
CASH FLOWS FROM OPERATING ACTIVITIES
Lass before income 1ax 115,883,579 99,571,249 (269,702,927
Adjusiments lor:
Depreciation and arrartization 49,757,960 49,379,447 264,684,158
Inerest expense 17,808,750 17,808,750 161,702,483
Loss on sale o acesile shares M 3
Retirsineru benefil cosls 16,123,657 {3,798,193) 19658475
Provisions {12,627,453) (72,289.344)
Unrealized foreign exchange loss {gamn) - - {8,382.438)
Gain on reversal of allowance for impairment losses - - {8,350,581)
Casuvalty josses - ne - - 410,172,382
Impairment losses - - 4,942.908
[nterest income {7.769,084) {7,769 084) [98,420,887)
Operating income before working capital changes 179,177,419 82,902,825 476,303,573
Decrease (increase) in;
Receivables (444,450,402) ($74,818,308) 2,204 475
Inventories 12,525,942} 5.586,792 3824972
Prepaid expenses and other current assets (110,316,401) 23,631,528 {40,305,343)
[nerease (decrease) in:
Accoumts payzbie and accrued expenses (210,033,761} 127,101,873 102,955,348
Other curren labilities 431,622,505 (176,868,559) 205,584,634
Cash generated from operations {156,516,582) 91 3,-163.8415')_ 150,567,659
Imierest reczived 7,769,084 7,769,084 4015390
Income taxes paid {23.347,4%6] (FO613,726) 1211,207.802)
Retirament plan canieibutions paid - - (25,000,000}
Benefits paid - - (81,053,765)
Imaresi paid {17.808,7540) (17,808,750) {101,480,251)
Net cash provided by operating acnvilies 1169,903,744) (993,115.240) IS AL
CASH FLOAYS FROM INVESTING ACTIVITIES
Acquisitions of property and equipinent (19,957,940 504,272,511 (11,063.615)
[nvestment in 2 subsidiary - )
Due lrom relaled pasties {796,794,859) {1,303,578.916) {1,473,837,573)
Proceeds from insurance claims - - 300,000,000
Praceeds frowm sale of property and equipmeni - )
Notes Receivable 133,700,597 79,864,230 (58,267,111}
[nerease in other noncurrenl assets 212,604,198 290,463 812 168,220,135
Net cash used in investing activities {#70,448,004) (28,978,354) Ud12,088434)
Forvant
Linaudited Unaudited Auvdited
March 31, 2019 March 31,2018 December 31, 2018
CASH FLOWS FROM FINANCING ACTIVITIES
{Increase)Decrease in loans pavable {894,085,10M - (56,914,893}
tIncrease) Decrease in due from related parties N )
Increase (decrease) in other noncurrent lizbilities 1,520,308,134 1,217,004,506 {115852)
Proceeds from loan availment 1,500,000.000
Net cash provided by (used in) financing nctivities 626,370,027 T217.001,506 T.a12030.255
INCREASE (DECREASE) IN TRANSLATION ADJUSTMENT FOR THE YEAR
NET INCREASE (DECREASE} IN CASH ANDCASH  EQUIVALENTS G4131,720) 193,905,911 366,712,052
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 712,642,027 345929975 345929915
CASH AND CASH EQUIYALENTS AT END OF YEAR 678,510,306 539,835,886 712,642,027
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WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Organization and Status of the Business

Corporate Infornation

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 Greup, 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 (WMCHTI) 100 -
Davao Insular Hotel Company, Inc. (DIHCT) 98 -
Acesite (Phils.) Hotel Corporation {APHC) 56 -
Grand Ilecandia Resort and Development, Inc. (GIRDI) 54 -
Real Estate
CIMA Realty Phil., Inc. (CIMAR) - he*
Fitness Gym
Waterfront Wellness Group, Inc. (WWGI) 100 -
International Marketing and Prometion of Casinos
WPL 100 -
Mayo Bonanza, Inc. (MBI) 100 -
CWIL {through direct ownership in WPL) - 100
Waterfront Entertainment Corporation (WEC) 1C0 -
Pastries Manufacturing
Waterfront Food Concepts Inc. (WFC) 100 -
Hotel Management and Operation
Waterfront Hotel Management Corp. (WHMC) 100 -

Hotels

Q 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
vear 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
Watlerfront Convention Center , previously known as Cebu Intemational Convention Center and
six-storey’ Entertainment Block. Located in this Entertainment Block is a 1,000-square meter 5-
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star restaurant, which completes the Company’s restaurants row. On February 5, 1998, PAGCOR
commenced operations at the new purposely-built casino at the Entertainment Block.

-Watterfront Convention Center-(WCC)

Waterfront Convention Center previously known as Cebu Internationial 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 Ballrcoms with a seating capacity of
4,000. IVCC is the only convertion and exhibition center of international standard in Cebu City.

- Entertairument Block

The Entertainment block is a six-storey building with a total gross area of 34,938 square mefers. 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 Biock

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 rooms, and a high rise block of 498 hotel rooms and suites.

The Hatel, with its fairytale-inspired facade, 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 [nternational 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 roems, 2 executive board rooms, and 2 Grand
Ballrooms, each seating 4,000 people. [t 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. Waterfrant 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 [ounge. 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
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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. 1t is a tea and dessert concept created to give guests a whole new tea
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 hotcl. 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
amaounts. 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.

O Waterfrant 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). 1t 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 frem Cebu City’s shopping and financial district.

Year 2016, the property extended the Annex parking to provide more slots for the guests and this
vear also marks the 20th anniversary of Waterfront Mactan Casino Hotel, Inc.
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0 Davao Insular Hotel Conpany, 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 lotel and related hotel businesses, The hotel is a 98% owned subsidiary of
Waterfront Philippines, [ncorporated and is operating under its trade 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 guestrooms and suites, 5 function reoms and 6 F&B outlets .Every room opens to a lanai
overlooking & 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 cultural heritage of Davaa City.

On 2015, the property re-opens its gym with 48 square meters to continuously serve its guests and
to ensure guests satisfaction.

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

showcases pieces of artifacts featuring the various object d’art from the different tribes and
historical.

Q 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 controlied 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 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.

2 Waterfront Hotel Mauagement Corporation (previously Watesfront Management Corp.)

The newly opened G-Hotel by Waterfront located in 2090 Roxas Boulevard, Malate Manila on
November of 2006 is being managed by Waterfront Management Corporation. [t is a seven-story
building with 10 deluxe suites, 20 defuxe king and 20 deluxe twin recoms which offers a
personalized butler service. A boutique hotel boasting with its trendy Café Noir, pool bar Mirage
and an elegant ballroom, Promenade, added to the list of must-go places in the busy district of
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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 Corapany’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.

2  Mayo Bonanza, Inc.

Mayo Bonanza, Incorporated (MBI), a 100% owned subsidiary of WP! 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. lts 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 Jine
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.

O Waterfront Entertaimsnent Corporation

WPl 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.

Q 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 Mav 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.

0 Waterfront Wellness Group, Inc.

This new subsidiary is located in the Ground Level of Waterfront Cebu City Casino Hotel
accupying 617.53 square meters. Formerly, W Citigyms 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. The management has plan of opening Citigyms in all its hotels.

Q  Grand llocandia Resort and Development, Ine.

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.

O 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). Ttis 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
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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 High Roller
Marketing Program. The company also entered into agreements with various junket aperators to
market the casinos for foreign custamers. Under these agreements, the company grants incentive
programs to junket operators such as free hotel expenses, free airfares and rolling commissions.

The operations for Waterfront Promotions Limited, and likewise for Club Waterfront
International Lirnited, had ceased for the year 2003 in March due to the bleak market.

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 thase 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 elemnents 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 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 2 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 Cther 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 berefits 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

10
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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
[nterest income is recognized as it accrues using the effective interest method.

1. Cash and Cash Equivalents

Cash in banks earn interest at the respective bank deposit rates. Short-term placements average
maturities ranging from 30 to 35 days

2, Receivables

This account consists:

March 2012 March 2018

Trade 248,036,017 138,763,006
Others 932,889,119 244,716,492
1,180,925,135 383,509,498

Less allowance for doubtful accounts {41,302,189) (1,583,914)

Total 1,139,622,946 361,925,584

3. Inventories
This account consists of;

March 2019 March 2018

Food and Beverage 13,504,614 12,449,833
Operating Supplies 11,978,880 11,056,623

Others 1,548,859 3,825,548

Total 27,032,353 28,332,004

4. Related Party Transactions

[n 2019, 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 includes PHES which is due and
demandable.

5. Accounts Payable and Accrued Expenses

This account consists of:

March 2019 March 2018
Trade 286,211,220 9,127,282
Accrued Expenses 230,236,018 1,034,693,409
Others 324,979,155 297,292,488
Total 841,426,393 1,341,113,179

11
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6. Loans Payable

This account consists of:

555 Loan

$55 vs WPI, 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 toan from S55 amounting to P375.00 million originally

due on October 29, 2004. The $55 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 $55 loan was availed to finance the completion of the facilities of WCCCH). 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 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 S55'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 S55 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 redeern 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 W1l and TWGL. 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 555 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 millien shares, respectively.

The Parent Company, at various instances, initiated negotiations with the 555 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 S55 on the ground that the
officers and the 5SS are not autherized to enter the subject loan agreement. In the decision, the RTC of
Quezon City directed the Company to return to S55 the principal amount of loan amounting to
?375.00 million and directed the 555 to return to the Company and to its related parties titles and
documents held by 555 as collaterals.

On January 22, 2016, SS5 appealed with the CA assailing the RTC of Quezon City decision in favor of
the Parent Company, et al. 555 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 18, 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. 555 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 555 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
abie to appear before the PMCU-CA.
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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,

7. The earnings (loss) per share is computed as follows:

March 2019 March 2018
Net Income (Loss) 130,971,969 119,422,790
Weighted Average Number of Shares
Quistanding 2,498,991,753 2,498,991,753
Earnings (Loss) per share 0.052 0.048

There are no dilutive potential shares as of March 31, 2019 and 2018.

8. Lease Agreement with Philippine Amusement and Gaming Corporation (“PAGCOR’)

The Parent Company, in behaif 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 5q.m.}, Mezzanine (2,335 sq.m.} and 5th Floor Junket Area {2,336
squm.} 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 cavered 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 aiso 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 Decemnber 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, DIHCE 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 Lesgee

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
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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.

[n 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 fited 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 3, 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 assessiment.
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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 pericd ending

March 31, 2018 and 2017 together with its financial conditions as of the same period.

RESULTS OF OPERATIONS

March 2019 March 2018
Revenues 470,342,956 516,796,072
Less: Costs and Expenses 255,351,366 350,036,628
Net Income (Loss} Before Fixed Financial and Other 214,991,591 166,759,445
Charges
Less: fjlxed Financial and Other Charges (Dep'n and 99,108,013 67.188,197
Amort'n, and Interest)
Income (Loss) before Income Tax 115,833,578 99,571,248
Income Tax Expense ({ Benefit) 0.00 0.00
Income (Loss) before Share in Minority Interest 130,971,969 99,571,248
Share of Minority Interest -15,088,391 -19,851,543
Net Income (Loss) 119,422,790 119,422,790
Earnings (loss) Per share 0.052 0.048
FINANCIAL CONDITION

March 2019 March 2018
Asgets
Current assets 6,172,706,592 4,946,985,163
Non-current Assets 5,830,261,825 5,896,628,309
Total Assets 12,002,968,417 10,843,613,472
Liabilities and Stockholders” Equity
Current Liabilities 3,371,914,914 2,110,788,267
Non-current Liabilities 2,561,989,844 2,619,291,777
Total Stockholders’ Equity 5,350,569,538 5,269,556,059
Minority [nterest 718,494,110 843,977,369
Total Liabilities and Stockholders’ Equity 12,002,968,417 10,843,613,472
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RESULTS OF OPERATIONS
Period ended March 31, 2019 compared to Period Ended March 31, 2018
Income Statement

Hotels and other subsidiaries gross revenues for the 1st quarter of 2019 and 2018 are Php 470.34
million and Php 516.80 million respectively, decreased by 9% from last year. Consolidated costs and
expenses for all properties decreased by 27% as compared from last year,

Seasonality or Cyclicality of Interim Operations
15T QUARTER

The occupancy for the two (2) hotels, WCCCHt 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
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.

TOP FIVE (5) PERFORMANCE INDICATORS

March 2019 March 2018
Occupancy Percentage 89% 78%
Average Room Rates 2,759 2,634
Food Cavers 294,306 306,506
Average Food Checks 408 412
Average Food Costs 37% 38%
Occupancy Percentage

The occupancy percentage is up by 14% as compared to 1st 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 5% higher compared from last year. Average room rate is computed by dividing
the net rooms revenue over the total number of rooms sold.

Food Cavers
Food covers this quarter increased by 4% 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 feod check or average consumption per guest this quarter decreased by 1% 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 decreased by 1%. Average Food Cost is computed by dividing the total food
and beverage revenue by total food cost.
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Revenues and Earnings per Share

Revenues decreased by 9%, Php 470,34 million for the 1st quarter of 2018 and Php 316.80 million of
the same quarter last year and operating expenses decreased by 27%.

GOP at Php 214.99 million in 2019 and Php 166.76 million in 2018,
Earnings per share this quarter is at Php 0.052 while same quarter last year was at Php 0.048,
Fixed Financial and Other Charges

Total fixed financial and other charges, Php 99.11 million, reflecting a significant increase of 47.51%
from the previous year's PHP 67.19 million.

This account includes the depreciation and interest expense from S5 Loan.
Interest expense this quarter remains the same.
FINANCIAL CONDITION

Cash and Cash Equivalenis
Cash and cash equivalents as of the st quarter of this year is at Php 678.51 million, higher by
Php 138.67 million from last year or 26%.

Receivables
Receivables for the period increased by 215% from Php 361.93 million 1st quarter last year to Php 1.14
billion 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 a decrease of 5%.

Due from related parties-current portion
This account increased by 36% 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 7% or Php 363.43 million from last year.

Accounts Payable and Accrued Expenses
This account had increased to 112% or Php 1.5 billion 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 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. 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 Palicies

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), ather current liabilities, [oans 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 foss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual cbligations, 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
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.
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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 shori-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 U.S. dollar had been fully paid in March 2016, the Group is not anvmore
significantly expesed 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 substangally sourced from a P375 million loan from 555, 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 555 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 alt 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.
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The Group manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capitai structure, the Group may adjust the dividend payment to
shareholders, return capital to sharehelders or issue new shares, No changes were made in the
objectives, policies or processes in 2017 and 2016. For purposes of the Group’s capital management,
capital includes all equity iterns that are presented in the consolidated statement of changes in equity.

The Group is not subject to externally-imposed capital requirements.



)

WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

SCHEDULE OF AGING OF ACCOUNTS RECEIVABLE FOR SEC REPORTING

As of March 31, 201%

Trade Receivables 0-320 days 31-60 days £1-90 days 91-120 days 121 days over Total

Waterfront Cebu City Casine Hotel Inc. 32,630,754.85 5,857,500.83 1,830,935.54 £83,180.62 16,829,014.36 55,731,386.20
Waterfront Airport Hotel and Casino 21,121,273.45 577,885.61 2,480.93 - - 21,701,639.99
Waterfront Insular Hotel Davao 5,796,347.55 1,186,895.79 177,955.65 4,957.60 3,655,683.29 10,821,739.88
Manlla Pavilion Hotel 15,658,269.60 15,658,269.60
Total 59,548,375,85 11,622,282.23 2,011,372.12 588,138.22 30,142,867.25 103,913,035.67




