PHILIPPINE SEVEN CORPORATION

7th Floor, The Columbia Tower, Ortigas Avenue, Mandaluyong City 1550 Philippines
Telephone Nos. (632} 724-44-41 10 53 / 705-52-00
e, - Bleven,com.ph

May 28, 2014

PHILIPPINE STOCK EXCHANGE, INC.
3" Floor, PSE PLAZA, Ayala Triangle
Ayala Avenue, Makati City

Attention: JANET A. ENCARNACION
Head, Disclosure Department

Dear Ms. Encarnacion:
Attached is the copy of the Amended Current Report SEC Form 17-C Re; Cash Dividend
Declaration submitted to Securities and Exchange Commission.

Thank you.

Very truly yours,

ATTY. EVELYN S. WUEZ

Corporate Secretary
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| PHILIPPINE SEVEN CORPORATION

Jth Fioor The Caiumbia Tower, Ortigas Avenue, andaluyong City 1 550 Philippines
Telephone Kos (638 724-44-41 10 53/ T05-52-00
woww, F-eipren.com ph

May 28, 2014

SECURITIES AND EXCHANGE COMMISSION
SEC Building, Edsa
Mandaluyong City

Aftention  * MARKETS AND SECURITIES REGULATION DEPARTMENT

Subject - AMENDED SEC FORM 17-C RE: CASH DIVIDEND DECLARATION

Dear Sir;

This refers to Philippine Seven Corporation (PSC) SEC FORM 17-C submitted to Securities and
Exchange Commission last April 25, 2014. In connection with our disclosure on Cash Dividend
ltem 9(1) of the said report, we are submitting additional documents providing cerlification on
certain information as of Record Date of May 23, 2014.

in view of the above, we are submitting the Amended SEC Form 17-C regarding Cash Dividend
Declaration with the following additional documents:

1. Certification by the Corporate Secretary on the board resolution approving the cash dividend

declaration;
2. Cerdification by the Corporate Secretary on the Total QOutstanding Capital Stock of the

Corparation as of Record Date, and Total Amount of Cash Dividend for Distribution, and
3. Copy of the Audited Financial Statements as of last year, stamped received by SEC and BIR
and used as basis for the cash dividend declaration (with reconciliation of retained eamings).

Thank you.

Very truly yours,

ATTY. EVELYN S. ENRIQUEZ
Corporate Secretary



SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2 (c) THEREUNDER

1. Date of Report . May 29, 2014

2. SEC |dentification Number 108476

3 BIR Tax Ideniification No. 000-390-188-000

4 Exact Name of Issuer as specified in its charter : Philippine Seven Corparation

5 Province, Country or other jurisdiction : PHILIPPINES

6. Industry Classification Code: r” ,..1 = (SEC Use only)

7. Address of principal office 7 Floor, The Columbia Tower
Ortigas Avenue, Mandaluyong
City 1501

8 |ssuer's Telephone number, including area code : (632) 724-4441 to 51

8 Former name of former address, if changed since

last report : nl/a

10. Securities Registered pursuant to Sections 8 and 12 of the SRC or Sections 4 and 8

Title of Each Class Number of Shares of Commen Stock
OQutstanding and Amount of Debt
Qutstanding
Shares Outstanding — Common 458, 435, 323
Units — Warrants 0

11. Indicate the item number reported herein :

Item 9. Other Events



item 9. Other Events

The Board of Directors of PHILIPPINE SEVEN CORPORATION, in its Meeting of April 24,
2074 held at the PSC Boardroom 11" Floor, The Columbia Tower, Ortigas Avenue,
Mandaluyong City, there being a quorum, the Board of Directors during said meeting has
approved a Cash dividend declaration of Thirty Centavos (Php0.30) per share. The record
date for entitlement to said cash dividend shall be on May 23, 2014 and the payment date
shall be on June 18, 2014:

In compliance with the requirements of the Commission, attached herewith are the
following documents:

1. Cerlification by the Corporate Secretary on the board resolution approving the cash
dividend declaration:

2. Certification by the Corporate Secretary on the Total Outstanding Capital Stock of the
Corporation as of record date, and Total Amount of Cash Dividend for Distribution; and

3. Copy of the Audited Financial Statements as of the last year, stamped received by SEC
and BIR and used as basis for the cash dividend declaration (with reconciliation of

retained earnings).

SIGNATURE

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 duly authorized for the

purpose.

PHILIPPINE SEVEN CORPORATION

By: % ,

ATTY. EVELYN S, ENRIQUEZ
Corporate Secretary



REPUBLIC OF THE PHILIPPINES)
VB,

SECRETARY'S CERTIFICATE

I, EVELYN S. ENRIQUEZ, Filipino, of legal age, with office address at the 7%
Floor, The Columbia Tower, Ortigas Avenue, Mandaluyong City, having been duly sworn
in accordance with law, hereby depose and certify that:

1. | am the Corporate Secretary of PHILIPPINE SEVEN CORPORATION (the
"Corporation™), a corporation duly organized and existing under and by virtue of the law
of the Republic of the Philippines, with principal office address at the 7 Floor, The
Columbia Tower, Ortigas Avenue, Mandaluyong City, Philippines;

2. As such Corporate Secretary, | have custody of the pertinent books and
records of the Corporation;

3. According to said records, at the meeting of the Board of Directors of the
Corporation held at the PSC Board Room 11" Floor, The Columbia Tower Ortigas
Avenue, Mandaluyong City, on 24 April 2014, at which meeting a quorum was present
and voting throughout, the following resolutions were approved and adopted:

"RESOLVED, that the Board of Directors of Philippine Seven Corporation (the
"Corporation”) hereby approve the deciaration of cash dividend in the amount of
Thirty Centaves (Php0.30) per share on the outstanding capital stock of the
Corporation of 458,435,323 shares or equivalent to Php 137,530,597.00. The record
date for entittement to said cash dividend shall be on May 23, 2014, which is not /
less than 10 days nor more than 30 days from the declaration and the payment date
shall be on June 18, 2014, which is not later than 18 trading days from record date.
“RESOLVED, ALSO, that for purposes of payment of the Cash Dividends, BDO
Unibank, Inc. - Trust and Investments Group, the authorized transfer agent of the
Corporation, through the following Officers signing jointly, be authorized to prepare,
sign, issue and mail the cash dividend checks to stockholders entitied to receive the
same in the amounts due tham based on the above-mentioned declaration, less any
applicable tax, which checks shall be drawn from the bank account of the
Corporation openad and maintained for the said purpose

ADDRA A YANGA - Vice President
CARLA B. SALONGA - Asst. Vice President

"RESOLVED, FINALLY, that any one of the Chairman of the Board,
President, Treasurer or Corporate Secretary is hereby authorized to file the
necessary petition and other requisite documents and papers to secure approvals

from the appropriate government agencies and other entities lo implement the
foregoing resoclution.”

4 m
IN WITNESS WHEREQF, | have hersunto set my hand th?‘r 1

2014 at Mandaluyong City. 7%
Eé/;‘ru S. ENRIQOEZ

Corporate Secretary

SUBSCRIBED AND SWORN, to before me this WAY 217 533; of

at ez, s g uizg = ey, .. Philippines,
affiants exhibited to me her her 555 ID Mo. 8505 ’ ;
Doc. No.: % MOTARY FPUBLI
¥ U a
: ;ig: 44 T & Tr Q. ARIAS
LSeries of 2014, Mptary, Rubli

taptil 35 Beg 2014

Rell Na. 5786T IBP No 9546560
G LB M Bl 698880 /23 Aprit 2012
PTR-No 2157566/ 08 Jan 2014
mandaluyong City
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REPUBLIC OF THE PHILIPPINES)
) 8.8.

SECRETARY'S CERTIFICATE

I, EVELYN S. ENRIQUEZ, Filipino, of legal age, with office address at the 77
Floor, The Columbia Tower, Ortigas Avenue, Mandaluyong City, having been duly sworn
in accordance with law, hereby depose and cerify that:

1. | am the Corporate Secretary of PHILIPPINE SEVEN CORPORATION (the
“Corporation”), a corporation duly organized and existing under and by virtue of the law
of the Republic of the Philippines, with principal office address at the 7 Floor, The
Columbia Tower, Ortigas Avenue, Mandaluyong City, Philippines;

7 As such Corporate Secretary, | have custody of the pertinent books and
records of the Corporation;

3. According to said records, on 24 April 2014, the Board of Directors of the
Corporation has declared Cash Dividend of Thirty Centavos (Php0.30) per share on the
458,435,323 outstanding capital stock of the Corporation.

4, As per the Corporation's Stock Transfer Agent, as of record date of May 23,
2014, the total outstanding capital stock of the Corporation is still 458 435,323,

As such, the total amount of Cash Dividend for distribution is Php 137,530,587.00. /

WITNESS WHEREOF, | have hersunto set my hand this day of
MAY 27 0 Sl L YO CITN g

EVELYN 5. EN%

Corporate Secretary

"
SUBSCRIBED AND SWORN, to before me this MAY 219 aa:.r of

. at MANDALUYONG CITY Philippines,
affiants exhibited to me her her SSS ID No. 0372848505,

NOTA RY/F:LIEL IC

Bg;émﬂc}:-ﬁ}-- LTIy YN O. ARIAS
Book No.: zl Notary/Public
Series of 2014, unti! 31 Dec 2014

Roll No 57951 |1BP Mo Ebéssﬁﬁ .
MCLE No IV 001800 23 Aprit 203 3
PTR No 21687555/ 09 Jan 2014
Manaaluyong City
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PHILIPPINE SEVEN CORPORATION

7th Floar, The Columbia Tower, Ortigas Avenue, Mandaluyong City 1550 Philippines
Telaphaone Mos (632) 724-44-41 10 53 7 F05-52-00
o, -eleven.com.ph

STATEMENT OF HAPJAGEMEHT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS

The management of Philippine Seven Corporation is responsible for the preparation and fair
presentation of the consolidated financial statements for the years anded December 31, 2013 and
2012, including the additional components attached herein, In accordance with Philippine
Financial Reporting Standards. This responsibility includes designing and implementing internal
controls relevant to the preparation and fair presentation of the consclidated financial statements
that are free from material misstatement, whether due to fraud or error, selecting and applying
appropriate accounting policies, and making accounting estimates that are reasonable in the
circumstances.

The Board of Directors or the Executive Committee or the Audit Committee, as authorized by the
Board, reviews and approves the consolidated financial statements and submits the same to the

stockholders

SyCip Gerres Velayo & Co. the independent auditor appointed by the stockholders for the period
December 31, 2013 and 2012, respectively, have examined the consolidated financial statements
of the company in accordance with Philippine Standards on Auditing, and in their reports to the
stockholders, have expressed their opinion on the faimess of presentation upon completion of

such examination.

LSS
J ]

VICENTE T. PAT (#]
Chairman ok the Hoard

JOSE VICTOR P. PATERND

Chief Executive Officer s SN RS =
SUBSCRIZED /7 L™ 30
BEFORE Mol WM
"1 ﬂ ml --J 1l .
£il P BT
PING-HUNG CHEN
Treasurer & Chief Financial Gfficer
" _,_,-‘_-r‘--‘-'_- :_.__F_‘:.

— ZADILI JR
h_::;RENBE M. DE LEON UDC- NOY q L;:J: :L‘IL' r’ ) I-,.:I -
Finance & Accounting Services Division PAGE NO, I 1R .11;-':1.-4.

COK MG Rou No 280251 BL0A

i LM |_:‘|Lr2 1

SeRIED Uk 20 ;
EHARD ROMMISSION NO. 2013021



e

—— S AR HEIEYT & D Ta' B35 =0~ 0307 HOAPRC AeEg Mo 0ac
m HTHD Avale Sl Fax IBAZ g9 JE72 Ciecapbdar 35 470 whbl Ui Tassambe |1 S0
1526 Makabh Ty ay Lorsmh b7 dcnradnabor So Ol 0-FR- 3 il wan A
Buiigling a botter Frlipminey Fngamesar 15 I017 «abm ondn Magambe 1E O 200F
waoirklng world

INDEPENDENT AUDITORN REPORT
TG ACCOMPANY INCOME TAX RETURN

The Stockholders and the Board of Directors
Philippine Seven Corporation

7th Floor, The Columbiz Tower

Ortigas Avenue, Mandaluyong City

We have audited the accompanying financial stavements of Philippine Seven Corporation for the vear
ended December 31, 2013, on which we have rendersd the attached report dated Fehruary 20, 2014

fn compliance with Revenue Regulations V-20, we are stating that no partner of our Firm is related by
consangpinity or affinity to the director, president, manager or principal stockholders of the Company,

BYCIP GORRES VELAYO & CO.

?\u._;mrmuw

Julie Christine . Mateo
Partner
CPA Centificate Mo, 93542
SEC Accreditation No. 0780-AR-1 {Group A},
February 2, 2012, valid umil February [, 2013
Tex ldentification Mo, 198-819-1146
BIR Accreditation No. 08-001998-68-2012,
April 11, 2012, valid antil April 10, 2015
PTR No. 4225200, January 2, 2014, Makati City

February 20, 2014
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INDEPENDENT AUDITORS' REPORT

The Stockholders and the Board of Directors
Philippine Seven Corporation

7th Floor, The Columbia Tower

Ortigas Avenue, Mandaluyong City

We have audited the accompanying consolidated financial statements of Mhilippine Seven Corporation
and Suhsidiaries, which comprise the consolidated balance sheets as at December 31, 2013 and 2012,
and the consolidated statements of comprehensive income, statements of changes in equity and
statements of cash tlows for each of the three years in the period ended December 31, 2013, and a
summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Philippine Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated financial statements
that are free from maierial misstatement, whether due to fraud or error,

Auditors' Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The provedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or ervor. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation ol the consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasunableness of accounting
estimates made by management, as well as cvaluating the overall presentation of the consolidated
financial statements.

We belicve that the audit evidence we have obrained js sufficient and appropriate to provide a basis for
our audit opinion, HIRE = —
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Philippine Seven Corporation and Subsidiaries as at December 31, 2013 and
2012, and their financial performance and their cash Mows for each of the three years in the period
ended December 31, 2013 in accordance with Philippine Financial Reporting Standards,

SYCIP GORRES VELAYO & CO,

' Ronntini D+ Peifien

Jutie Christine O, Mateo
Partner
CPA Certificate Mo, 935342
SEC Accreditation No, 0780-AR-1 (Group A),
February 2, 2012, valid until February 1, 2015
Tax Identification No, 198-819-116
BIR Accreditation No. 08-001998-68-2012,
April 11, 2012, valid until April 10, 2015
PTR No. 4225200, January 2, 2014, Makati City

February 20, 2014
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PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(@ICWD S

December 31 January 1
1 APR 135 201‘! + 2012 2012
: _ {As restated - {As restated -
e C 2013 Note 2) Note 2)
ASSETS ey 3
Current Assets
Cash and cash equivalents {Notes 4, 29 and 30) PYT3,002,633 B4115 285 564 2394 696,749
Shor-lerm investment (MNotes 4, 29 and 303 10,810,229 10,632,115 10,409 907
Receivables (MNotes 5, 2% and 30) 450,668,446 374,507 843 230,280,287
Inventories (Mote 6) 900,849,891 726,986,563 519,258,936
Prepayments and other current assets (Note 7) 270,748,698 259,007 887 161,522,138
Total Current Assets 2,606,079 897 1,786,509 977 1,325,177,017
Moncurrent Assets
Property and equipment (Note 8) 2,746,672,621 2,276,921,044 1.946,032,976
Deposits (Note 93 313,888,407 249 41%.061 215,964 826
Deferred income tax assets - net {Nate 27) 63,2863127 0,477 480 48,181,800
Goodwill and other noncurrent assets (Mote 10} 231929210 208,489 602 206,461,345
Total Nencurrent Assets 3,3585,693,435 2,785,306,187 2,416,640,947
TOTAL ASSETS B5,.961,773,332  B4.571.816.164 B3I 741,817 964
LIABILITIES AND EQUITY
Current Liabilitics
Bank loans {MNotes 11, 29 and 30) Pa60.000,000 i WA i BI174 666,667
Accounts payable and acerued cxpenses
(Motes 12, 29 and 30) 1,872,703,489 1,261,289 989 1,243,937,457
Income tax pavable 109,792,774 105,144,142 73,922,196
Other current liabilities (Motes 13 and 25) 571,066,689 541,881,392 298,435,516
Total Current Liabilitics 3,113,562,952 2,386.093,301 1,990.961,836
Noncurrent Liabilities
Depusits payable (Note 14) 202,888,935 181,901,238 171,457,833
Met retirement obligations (Mote 24) 96,481,142 B6,012,603 00,255,998
Cumulative redeemable preferred shares
{Mote 15} 6,000,600 f2, (03, (00 6,000,000
Deferred revenue - net of current portion
{Note 16) 1,607,183 2,643 179 4,057,482
Total Noncurrent Liabilities 306,977,260 276,557,110 271,771,313
Total Liabilities ¥3,420,540,212 B2.662.650.411 B2 262,733, 149

{Forward)
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[ £ ]

December 31 January |
2032 nlz2
{As restated - {As restated -
2013 Note 2) Note 2)
Equity
Comunon stock (Motes 17 and 31) - #] par value
Authorized - 600,000,000 shares as at
December 31, 20713 and 201 2 and
400,000,000 shares as at
December 31, 2011
Issued - 459,121,573 and 399,325,661
shares as at December 31, 2013 and
2012, respectively [held by 650 and
656 equity holders in 20013 and 20132,
respectively (Note 1] P459,121,573 BI99.325.661 BI47.329.216
Additional paid-in capital (Note 31) 293,525,037 293,525.037 293,525,037
Ketained earnings (Motes 17 and 31) 1,810,521,305 1,227.553.509 B40 038 228

Other comprehensive income (loss):
Remeasurements oss on net retirement
obligations - net of deferred income
tax asset (Notes 24 and 27) (22,241,444) (11,345,103 (11,114,315
Revaluation increment on land - net of
deferred income tax liability
(Motes 8 and 27) 3,229,895 3,226 BG95 3,229,895
2,544,156.366 1,9212,088,999 1,482 008,061

Cost of 686,250 shares held in treasury

 (Note 17) (2,923,246) (2.923,246) (2,923.246)
Total Equity 2,541,233, 120 1,909, 165,753 1,479,084 B15
TOTAL LIABTLITTES AND EQUITY B5.961,773.332 P4571.816,164 PT.741,817 964

See accompanying Netes to Conselidared Finameial Statemernty.
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PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2012 2011
{As restated - {As restated -
2013 MNofe 7} MNote 2)
REYVENUES
Revenue from merchandise sales P14.133,64%9,192  BI1,713,760,468 BO. 435,604,073
Franchise revenue {Motes 20 and 32) 1,367,253,289 683,572,827 534,025,712
Marketing income (Note 207 346,135,947 375, 768257 239 8BRE.660
Rental income (MNote 26) 48,341,871 45 751,718 44_ 143,593
Commissicn incame (MNote 32) 43,402,435 67,396,391 37,236,539
Interest income (Notes 4, 9, 22 and 26) 7,165,504 5377093 4 864,713
Other income 214,886,062 123,025,663 9% 300,756

16,160,834,200

T13,014,652,417

10,396,064 046

EXPENSES
Cost of merchandise sales (Note 13)
General and administrative expenses

10,626,971,610

8,523,151,274

6,844,562,019

{Motes 19 and 32) 4,520,385,066 3,784 875,178 3.011,577,592
Interest expense (Motes 11, 15 and 21) 16,247,590 16,596,830 16,024,647
(Other expenses 13,799,871 14,595,186 4,806,251

15,177,404,437

12,339,218,468

9.876,970,509

INCOME BEFORE INCOME TAX

PROVISION FOR INCOME TAX (Mote 27)

083,429,763

300,802,114

673,433,949

210,257,926

319,093,537

162,330,278

NET INCOME

OTHER COMPREHENSIVE LOSS NOT TO
BE RECLASSIFIED TO PROFIT AND
LOSS IN SUBSEQUENT PERIODS

Remeasurement loss on net retirement obligations

682,627,649

465 176,023

356,763,259

- pet of tax (Note 24) (16,696.341) (430,788) (11,114,3135)
TOTAL CGMPR?EENS!VE INCOME B671,931,308 P464,745 235 B345 648 Y44
BASIC/DILUTED EARNINGS
_ PER SHARE (Note 28) PL4Y P1.01 PO.78
Koe accompanying Notes to Consolidated Financial Statements
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PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEM
FOR THE YEARS ENDED DECE

TS OF CHANGES IN EQUITY
2013, 2012 and 2011

Other Comprehensive Income {LLoss)

g, I Remeasurements
: Loss on Net
&5/ Retirement Revaluation
-y Retained Obligations - [ncrement Treasury
¢ Additional Earnings Met of Tax on Land - Stock

L Paid-in Capital (MNote 17) {Note 2) Met of Tax ) Toral Mote [T) Taotal
Balances at January 1, 2013 as previously stated FJBS‘JZS.MJ( P293,525,037 P1.233432.997 P- R3,229.805  £1,929,513.590 (P2,923,246) P1,926,590,344
Effect of adeption of the revised PAS 19 (Note 2) - - {5,879 448) i11,545,103) - (17.424,551) - (17,424 591)
Balances at January 1, 2013, as restated 399,325,661 293525037 1227551509 (11.545,103) 3229805 1,912,088,999 (29232460 1,909,165,753
Net income during the vear - - 682 627 649 - - 682 627 649 - 682,627,649
Other comprehensive loss - - - (10.696,341) (10,696,341} - (10.696.341)
Total comprehensive income - - 682,62 7.649 {10.696,341) - 671,531,308 - 671,931,308
Stock dividends (Mote 17) 35,795,912 - (39,795,911 = = = = ]
Cash dividends (Wote 17) - - (39,863 .941) - - (39,863,941) - (39,863,941}
Balances at December 31, 2013 P450,121,573 P293,525.037  ¥1.810,521,305 (B13.241,444) B3 220895  ¥1.544,156,366 (P2.933,246) £2,541,233,120
Balances at January I, 2012 as previously stated #347,329.216 F193,525,037 PES5,468,208 B B3 229895  F1.499,552,356 (P2,923,246) P1,496,629.110
Effect of adoption of the revized PAS 19 (Note 2) — v (6,429,980} {11,114.315) - {17,544,295) - {17.544.295)
Balances at January 1, 2012, as restated 347,329,216 293,525,037 349,038,228 (11,114,315 3,229,895 1,482,008,06]1 (2,923,246)  1,479.084,815
Net income, as previously stated - - 464,623,531 = = 464,625,531 = 464,625,531
Effect of adoption of the revised PAS 19 (Note 2) - — 550,492 - - 550,492 - 550,492
Net income, as restated - - 463,176,023 - 465,176,023 - 465,176,023
Other comprehensive loss, as previously stated - - - - - = - =
Effect of adoption of the revised PAS 19 {Note 2) - - (430, 788) — (430,788} - (430, 788)
Other comprehensive loss, as restated - - - (430,788) - {430,788) - {430,78%)
Total comprehensive income, as restated - - 465,176,023 (430,788) - 464,745 235 464,745.235
Stock dividends (Note 17) 31,996,445 - (31,996,445} - = = — =
Cash dividends (Note 17) - - (34,664,297} — - 34,664,297 - (34,664,287)
Balances at December 31, 2012 #3499,325.661 $193,515,037 P1,227,553,509 (#11,545,103) F3,220895 1912088999 (P2,923,246) £1.909,165,753




Other Comprehensive Income [Lass)

Remessurements
Loss on Net
Retirement Revaluation
Retained Obligations - Increment Treasury
Common Stock Additional Earnings Net of Tax on Land - Stock
- ) (Mote 17)  Paid-in Capital {Mote 17) {MNotz Z) Net of Tax Tutal Mok 17) Tatal
Balances at January 1, 2011, as previously stated P302,114,918 E193,525,057 574,482 384 P BII29.895  PLI7335120M (RP1.923,245) BIL1T0.428,988
Effect of adoption of the revised PAS 19 (MNote 2} - . {6,850,2350) - (0,550,250 [£,830,230)
Balances at January 1, 2001, as restated 302,114 918 293,525 037 567,632,134 - 3,229 895 1,166,501,984 {2,923,246) 1,163 578,738
Netincome, as previously stated - 356,342 989 356,342 989 356,342,089
Effect of adoprion. of the revised FAS 19 (MNole 2} - - 20,270 - - 420,270 - 420,270
Net income, as restated - 156,703,259 356,763,259 156,743,254
Other comprehensive loss, as previously stated - - - - -
Effect of adoption of the revised FAS 19 (Note 2) - - - {11.114,315) - (11,114,315) = {11,114,315)
Other comprehensive loss, as restated - - - (11,114,315 - (LL114.315) - (11,114,315
Total eomprehensive incore, as restated — - 356,763.259 (11114,315) - 345,648,944 - 345 648,944
Stock dividends {Mate |7} 45214, 208 - (43,214 798) =
Cash dividends {Note |7} - - (30,142 867) - - (30,142,867) - (30,142 867)
Balances at December 31,2011 P147,329216  P293525037  BR49,038.228  (RILI114315) P3220895  PI482,008,061 (F1.923,246)  P1 479,084 815

See accompanying Notes 1o Consolwated Finaacial Statemenis.
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PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31

2012 2011
(As restated (As restated
2013 Note 2) Note 2)
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax B983,429,763 B675,433,949 B519,093,537
Adjustments for:
Depreciation and amortization (Notes 8 and 19) 709,518,959 527,786,925 378,355,521
Net retirement benefits cost (Notes 23 and 24) 16,858,692 15,420,495 11,768,015
Interest expense (Notes 11, 15, and 21) 16,247,890 16,596,830 16,024,647
Interest income (Notes 4, 9, 22 and 26) (7,165,804) (5,377,093) (5,864,713)
Amortization of:
Deferred lease (Notes 10 and 26) 2,410,613 2,485,728 2,779,684
Software and other program costs
(Notes 10 and 19) 1,316,561 1,490,475 2,598,741
Deferred revenue on exclusivity contract
(Notes 16 and 32) (818,452) (1,934,524) (1,934,524)
Deferred revenue on finance lease
(Notes 16 and 26) (589,567) (589,567) (589,567)
Unrealized foreign exchange loss (gain) 296,601 439,728 (49,798)
Operating income before working capital changes 1,721,505,256 1,231,752,946 922,181,543

Increase in:

Receivables

Inventories

Prepayments and other current assets
Increase (decrease) in:

(75,865,909)
(173,863,328)
(11,740,811)

(130,841,872)
(207,727,627)
(97,485,749)

(75,684,791)
(116,839,359)
(32,811,310)

Accounts payable and accrued expenses 610,988,026 17,353,481 165,298,414

Other current liabilities 29,557,320 244,555,664 32,636,218

Deposits payable 20,987,697 10,443,405 28,595,696

Deferred revenue - - (418,727)
Retirement benefits contributions (Note 24) (21,670,730) (20,279,212) (4,629,263)
Cash generated from operations 2,099,897,521 1,047,771,036 918,328,421
Income taxes paid (304,294,983) (181,147,036) (133,352,439)
Interest received 4,350,085 2,866,833 2,933,116
Net cash provided by operating activities 1,799,952,623 869,490,833 787,909,098
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to:

Property and equipment (Note 8) (1,179,270,536) (858,674,993)

Software and other program costs (Note 10)
Increase in:
Deposits

(3,019,195)

(61,940,757)

(190,000)

(35,553,176)

(717,091,736)

(37,156,223)

Goodwill and other noncurrent assets (24,147,597) (7,405,740) (7,922,962)
Short-term investment (178,114) (222,208) (268,352)
Collection of lease receivable (Note 26) — 1,591,280 1,591,280
Net cash used in investing activities (1,268,556,199) (900,454,837) (760,847,993)

(Forward)



Yeurs Ended December 31

2012 2E1
{As restated - As restated -
213 Mote 2 MNote 2)
CASH FLOWS FROM FINANCING ACTIVITIES
Availments of bank loans (Mote 117 B550,800,000 B210,000,000 B230,000,000
Payments of bank loans {(Note 11) (467,777,778} (106 888 £89) (175 333,333)
Interest paid (15,922,416) (16,597,77%) (15.725,011)
Cash dividends paid (Note 17) {39.563,941) (34,664,297 {30,142 867)
Met cash provided by financing activities 26,535,865 51,849,035 8,708 789
EFFECT OF EXCHANGE RATE CHANGES ON
CASH AND CASH EQUIVALENTS (215215) {295,211) 107,321
NET INCREASE IN CASH AND CASH
EQUIVALENTS 557,717,064 20 388,820 15967 215
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR . 415,285.509 304 696, 749 158,729 534
CASH AND CASH EQUIVALENTS
AT END OF YEAR BO73.002,633 P415 285 569 2104 696,749

See accompanying Notes ro Consolidated Finawelal Statements.,
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PHILIPPINE SEVEN CORPORATION AND SUBSIDIATEES ———_____

NOTES TO CONSOLIDATED FINANCIAL STATE TR TAYERS 5 ECE
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I.

Corporate Information and Authorization for Issuance of ( Cunsa!mlﬁmﬁﬁgﬁaﬂ
i PRE{_" y .~ =t
Statements 10854 IAVIER

Corporate Information

Philippine Seven Corporation (the Company or PSC) was incorporated in the Philippines and
registered  with the Philippine Securities and Exchange Commission ({SEC) on
November 29, 1982. The Company and its subsidiaries (collectively referred 1o us “the Group™),
are primarily engaged in the business of retailing, merchandising, buying, selling, marketing,
unporting, exporting, franchising, acquiring, holding, distributing, warehousing, trading,
exchanging or otherwise dealing in all kinds of grocery items, dry goods, [vod or foodstuffs,
beverages, drinks and all kinds of consumer needs ur requirements and in connection therewith,
operaling or mainlaining warchouses, storages, delivery vchicles and similar or incidental
facilities. The Group is also engaged in the management, development, sale, exchange, and
holding for investment or otherwise of real estate of all kinds, including buildings, houses and
apartiients and other structures,

The Company is controlled by President Chain Store (Labuan) Holdings, Ltd., an investment
holding company incorperated in Malaysia, which owns 51.56% of the Company’s outstanding
shares. The remaining 48.44% of the shares are widely held. The ultimate parent of the Company
18 President Chain Store Corporation {(PCSC), which is incorporated in Taiwan, Republic of China.

The Company has its primary listing on the Philippine Stock Exchange. As at December 31, 2013
and 2012, the Company has 650 and 656 cquity holders, respectively.

The repistered business address of the Company is 7th Floor, The Columbia Tower, Ortigas
Avenue, Mandaluyong City.

Authorization for Issuance of the Consolidated Financial Statements
The consolidated financial statements were authorized for issue by the Board of Directors (BOD)
on February 20, 2014,

Summary of Significant Accounting Policies and Financial Rep-urting Practices

Basis of Preparation

The consolidated financial statements arc prepared under the historical cost basis, except for
parcels of land, which are carried at revalued amount. The consolidated financial statements are
presented in Philippine Peso (Peso), which is the Group's functional currency and all amounts are
rounded to the nearest Peso except when otherwise indicated.

T'he consolidated financial statements provide comparative information in respect of the previous
period. In addition, the Group presents an additional balance sheet at the beginning of the earliest
period presented when there is a retrospective application of an accounting policy, a retrospective
restatement or a reclassification of items in the consclidated financial statements, An additional
balance sheet as at January 1, 2012 is presented in these consolidated financial statements due 1o
retrospective application of certain accounting policies {see discussion on Changes in Accounting
Policies - Philippine Accounting Standard (PAS) 19, Employee Benefits (Revised)].



Statement of Compliance

The consolidated financial statements, which aepared for submission to the SEC, are
prepared in compliance with Philippine FinancialpBeing Standards (PFRS). PFRS
also includes PAS and Philippine Interpretatiorsrfrinternational Financial Reporting
Interpretations Committee (IFRIC) issued by thdippine Financial Reporting Standards
Council (FRSC).

Changes in Accounting Policies

The Group applied for the first time, amendmentst tiequire restatement of previous
financial statements. These include PAS B@ployee BenefittRevised 2011) and PAS
1, Presentation of Financial Statement# addition, the application of PFRSHinancial
Instruments: Disclosures - Offsetting Financial étssand Financial LiabilitiesSPFRS 12,
Disclosures of Interests in Other Entitiaad PFRS 13rair Value Measuremenesulted
in additional disclosures in the financial stateteen

Several other amendments apply for the first im@013. However, they do not impact
the annual financial statements of the Group.

The nature and the impact of each new standar@srechdment are described below:

 Amendments to PFRS Ejrst-time Adoption of Philippine Financial Repartj Standards -
Government Loans
These amendments require first-time adopters tolyagpe requirements of PAS 20,
Accounting for Government Grants and Disclosurésoizernment Assistancprospectively
to government loans existing at the date of tramsitio PFRS. However, entities may choose
to apply the requirements of PAS F9nancial Instruments: Recognition and Measurement
and PAS 20 to government loans retrospectiveliigfinformation needed to do so had been
obtained at the time of initially accounting foo#le loans. These amendments do not apply to
the Group as it is not a first-time adopter of PFRS

« Amendments to PFRS Financial Instruments: Disclosures - Offsetting Financial étssand
Financial Liabilities
These amendments require an entity to disclosenation about rights of set-off and related
arrangements (such as collateral agreements). nehe disclosures are required for all
recognized financial instruments that are set-affaccordance with PAS 3Zinancial
Instruments: Presentation - Classification of Rgjdésues These disclosures also apply to
recognized financial instruments that are subjeeirt enforceable master netting arrangement
or ‘similar agreement’, irrespective of whetheryttere set-off in accordance with PAS 32.
The amendments require entities to disclose, abalar format unless another format is more
appropriate, the following minimum quantitativeamhation:

a. The gross amounts of those recognized financiattsiséd recognized financial liabilities;
b. The amounts that are set-off in accordance wittcthieria in PAS 32 when determining
the net amounts presented in the balance sheet;
c. The net amounts presented in the balance sheet;
d. The amounts subject to an enforceable master gedtilmngement or similar agreement
that are not otherwise included in (b) above, iditig:
i. Amounts related to recognized financial instrumehtt do not meet some or all of
the offsetting criteria in PAS 32; and
ii. Amounts related to financial collateral (includiocgsh collateral); and
e. The net amount after deducting the amounts inr@h the amounts in (c) above.



This is presented separately for financial assadsfimancial liabilities recognized at the end
of the balance sheet period. The amendments affeciosures only and have no impact on
the Group’s financial position or performance. Tddditional disclosures required by the
amendments are presented in Note 29 to the coasadidinancial statements.

PFRS 10Consolidated Financial Statements

PFRS 10 replaces the portion of PAS Zhnsolidated and Separate Financial
Statementswhich addresses the accounting for consolidateh€ial statements. It
also includes the issues raised in Standing Imeéapons Committee (SIC) 12,
Consolidation - Special Purpose Entitid¥RS 10 establishes a single control model
that applies to all entities including special psp entities. The changes introduced
by PFRS 10 will require management to exerciseifstgmt judgment to determine
which entities are controlled, and therefore, arquired to be consolidated by a
parent, compared with the requirements that weRAS 27.

A reassessment of control was performed by the gGrouaccordance with the
provisions of PFRS 10. The Group determined thatet will be no change in the
composition of subsidiaries currently included ihet consolidated financial
statements.

PFRS 11Joint Arrangements

PFRS 11 replaces PAS 3hterests in Joint Ventureand SIC 13Jointly Controlled
Entities - Non-Monetary Contributions by Venture®FRS 11 removes the option to
account for jointly controlled entities using profionate consolidation. Instead,
jointly controlled entities that meet the definitiof a joint venture must be accounted
for using the equity method. The Group has notiexjsarrangements with other
entities that falls within the scope of this stanadaThis standard has no impact in the
Group’s financial position or performance.

PFRS 12Disclosure of Interest with Other Entities

PFRS 12 includes all of the disclosures relatembttsolidated financial statements that were a
previously in PAS 27, as well as all the disclosutteat were previously included in PAS 31
and PAS 28])nvestments in AssociatesThese disclosures relate to an entity’s inter@st
subsidiaries, joint arrangements, associates andtgted entities. A number of new
disclosures are also required. Adoption of PFR&ffigtts disclosures only and has no impact
on the Group’s financial position or performancee(sliscussion on Accounting Policies
Basis of Consolidation).

PFRS 13Fair Value Measurement

PFRS 13 establishes a single source of guidancer l#ieRSs for all fair value measurements.
This standard does not change when an entity isnestjto use fair value, but rather provides
guidance on how to measure fair value under PFR8efines fair value as an exit price.

PFRS 13 also requires additional disclosures.

As a result of the guidance in PFRS 13, the Gredassessed its policies for measuring fair
values, in particular, its valuation inputs such raan-performance risk for fair value
measurement of liabilities. The Group has assetssdhe application of PFRS 13 has not
materially impacted the fair value measurementthefGroup. Additional disclosures, where
required, are provided in the individual notes tieato the assets and liabilities whose fair
values were determined.



Amendments to PAS Presentation of Financial Statements - Presentatibiems of Other
Comprehensive Income or OCI

These amendments change the grouping of items rgegsén OCI. Items that can be
reclassified (or “recycled”) to profit or loss atfature point in time (for example, upon
derecognition or settlement) will be presented sEply from items that will never be
recycled. The amendments will be applied retrospelg and will result to the modification
of the presentation of items of OCIl. The amendmaffiect presentation only and have no
impact on the Group’s financial position or perfamoe.

PAS 19 Employee BenefifRRevised)

PAS 19 ranges from fundamental changes such asviegntihe corridor mechanism and the
concept of expected returns on plan assets to siofatifications and rewording. The revised
standard also requires new disclosures such asigapthers, a sensitivity analysis for each
significant actuarial assumption, information osetdiability matching strategies, duration of
the defined benefit obligation, and disaggregatibplan assets by nature and risk.

For defined benefit plans, the revised PAS 19 reguall actuarial gains and losses to be
recognized in OCI and unvested past service costgqusly recognized over the average
vesting period to be recognized immediately in pafloss when incurred.

Prior to adoption of the revised standard, the @roecognized actuarial gains and
losses as income or expense when the net cumulatreeognized gains and losses
for each individual plan at the end of the previpasiod exceeded 10% of the higher
of the defined benefit obligation and the fair \alf the plan assets and recognized
unvested past service costs as an expense onighstiee basis over the average
vesting period until the benefits become vestedorUmdoption of the revised
standard, the Group changed its accounting potiagtognize all actuarial gains and
losses in other comprehensive income and all gasice costs in profit or loss in the
period they occur.

The revised standard replaced the interest coserpelcted return on plan assets with
the concept of net interest on defined benefitillighor asset which is calculated by

multiplying the net balance sheet defined bengftility or asset by the discount rate
used to measure the employee benefit obligatiooh es at the beginning of the

annual period.

The revised standard also amended the definiticghoft-term employee benefits and
requires employee benefits to be classified ast4bon based on expected timing of
settlement rather than the employee’s entittementhe benefits. In addition, the
revised standard modifies the timing of recognition termination benefits. The
modification requires the termination benefits @rlecognized at the earlier of when
the offer cannot be withdrawn or when the relagsdructuring costs are recognized.

Changes to definition of short-term employee besefnd timing of recognition for
termination benefits do not have any impact to @reup’s financial position and
financial performance.

The Group reviewed its existing employee benefitd determined that the amended
standard has significant impact on its accountorgrétirement benefits. The Group
obtained the services of an external actuary toptmenthe impact to the consolidated
financial statements upon adoption of the standard.



The changes in accounting policies have been appdigospectively. The effects of
adoption on the consolidated financial statemergsa follows:

As at As at
December 31, January 1,
2012 2012
Increase (decrease) in:
Consolidated balance sheets
Net retirement obligations P24,892,273R25,063,279
Deferred income tax asset 7,467,682 7,518,984
Other comprehensive loss (11,545,103(11,114,315)
Retained earnings (5,879,488) (6,429,980)
2012 2011
Consolidated statements of comprehensive
income
General and administrative expenses 78®417  (BR600,386)
Provision for deferred income tax 235,925 180,116
Net income 550,492 420,270
Remeasurements loss on net retirement
obligations (615,412 (15,877,593)
Deferred income tax 184,624 4,763,278
Other comprehensive loss - net of tax (430,788 (11,114,315)
Total comprehensive income (loss) R119,7(B10,694,045)

In 2012 and 2011, effect on basic/diluted earnpgysshare related to the restatement
amounted to B0.0012 and B0.0009, respectively.

The adoption did not have any impact on the statsra cash flows in 2012 and 2011.

* PAS 27 Separate Financial Statemer{ievised)
As a consequence of the issuance of the new PFRB8A.@FRS 12, what remains of PAS 27
is limited to accounting for subsidiaries, jointhpntrolled entities, and associates in the
separate financial statements. This amendmentnbasignificant impact on the Group’s
financial statements.

¢ PAS 28nvestments in Associates and Joint Vent{Resised)
As a consequence of the issuance of the new PFR&AIPFRS 12, PAS 28 has been
renamed PAS 28nvestments in Associates and Joint Ventuaies describes the application
of the equity method to investments in joint veaturin addition to associates. This
amendment has no significant impact on the Grofipéscial statements.

¢ Philippine Interpretation IFRIC 2@Gtripping Costs in the Production Phase of a Swfisline
This interpretation applies to waste removal ctisa$ are incurred in surface mining activity
during the production phase of the mine (“producstripping costs”) and provides guidance
on the recognition of production stripping costsaasasset and measurement of the stripping
activity asset. This interpretation is not relemanthe Group.

Annual Improvements to PFR&909-2011 cycle)



The Annual Improvements to PFR&909-2011 cycle) contain non-urgent but necessary
amendments to PFRSs. The Company adopted theselam@ets for the current year.

e PFRS 1First-time Adoption of PFRS - Borrowing Costs

The amendment clarifies that, upon adoption of PF&S$ entity that capitalized
borrowing costs in accordance with its previous egally accepted accounting
principles, may carry forward, without any adjustihethe amount previously
capitalized in its opening balance sheet at the déttransition. Subsequent to the
adoption of PFRS, borrowing costs are recognizedadnordance with PAS 23,
Borrowing CostsThe amendment does not apply to the Group asniot a first-time
adopter of PFRS.

e PAS 1, Presentation of Financial Statements - Clarificatimf the Requirements for
Comparative Information
The amendments clarify the requirements for conip@&rainformation that are
disclosed voluntarily and those that are mandatiowy to retrospective application of
an accounting policy, or retrospective restatententeclassification of items in the
financial statements. An entity must include corapige information in the related
notes to the financial statements when it voluhtgmiovides comparative information
beyond the minimum required comparative periode atiditional comparative period
does not need to contain a complete set of finhstéaements. On the other hand,
supporting notes for the third balance sheet (m@angavhen there is a retrospective
application of an accounting policy, or retrospeztiestatement or reclassification of
items in the financial statements) are not requifd® amendments affect disclosures
only and have no impact on the Group’s financiaifian or performance.

e PAS 16,Property, Plant and Equipment - ClassificatiorSafrvicing Equipment
The amendment clarifies that spare parts, stanegypment and servicing equipment
should be recognized as property, plant and equipmvken they meet the definition
of property, plant and equipment and should begeized as inventory if otherwise.
The amendment has no significant impact on the fsod@inancial position or
performance.

« PAS 32, Financial Instruments: Presentation Tax Effect of Distributions to Holders of
Equity Instruments
The amendment clarifies that income taxes relaindistributions to equity holders
and to transaction costs of an equity transactreraacounted for in accordance with
PAS 12,Income Taxes The amendment does not have any significant ¢npa
Group’s financial position or performance.

e PAS 34,Interim Financial Reporting Interim Financial Reporting and Segment Information
for Total Assets and Liabilities
The amendment clarifies that the total assets iabdities for a particular reportable segment
need to be disclosed only when the amounts ardambgyprovided to the chief operating
decision maker and there has been a material cieorgethe amount disclosed in the entity’s
previous annual financial statements for that refide segment. The amendment affects
disclosures only and has no impact on the Groupantial position or performance.

New Accounting Standards, Interpretations, and Asnggnts
to Existing Standards Effective Subsequent to Déegrl, 2013




The Group will adopt the following standards, iptetations and amendments to existing
standards enumerated below when these becomeiwdfe&ixcept as otherwise indicated,

the Group does not expect the adoption of thesedatds, interpretations and

amendments to existing standards to have a signifiempact on the consolidated

financial statements:

Effective in 2014

Investment EntitiefAmendments to PFRS 10, PFRS 12 and PAS 27)

These amendments provide an exception to the ddasioh requirement for entities that
meet the definition of an investment entity und&RB 10. The exception to consolidation
requires investment entities to account for subsigs at fair value through profit or loss.
It is not expected that this amendment would bevesit to the Group since none of the
entities in the Group would qualify to be an invesnt entity under PFRS 10.

Amendments to PAS 1&mployee Benefits - Defined Benefit Plans: Empl@@&ributions
These amendments apply to contributions from eng@syor third parties to defined benefit
plans. Contributions that are set out in the farteans of the plan shall be accounted for as
reductions to current service costs if they arekdih to service or as part of the
remeasurements of the net defined benefit asskdlblity if they are not linked to service.
Contributions that are discretionary shall be aoted for as reductions of current service cost
upon payment of these contributions to the plaitie amendments to PAS 19 are to be
retrospectively applied for annual periods begignion or after July 1, 2014. These
amendments are not expected to have an impacet&tbup’s financial statements as there
are no contributions from employees or third partethe defined benefit plan.

Amendments to PAS 3ZFinancial Instruments: Presentation - Offsettingh&ncial Assets
and Financial Liabilities

These amendments clarify the meaning of “curremdly a legally enforceable right to set-off”
and also clarify the application of the PAS 32 effig criteria to settlement systems (such as
central clearing house systems) which apply gresiement mechanisms that are not
simultaneous. The amendments affect presentatignamd are not expected to impact the
Group’s financial position or performance.

Amendments to PAS 36mpairment of Assets - Recoverable Amount Discésstor Non-
Financial Assets

These amendments remove the unintended consequehd®SRS 13 on the disclosures
required under PAS 36. In addition, these amentsnemnuire disclosure of the recoverable
amounts for the assets or cash-generating unit&J&E@r which impairment loss has been
recognized or reversed during the period. Thesendments are effective retrospectively for
annual periods beginning on or after January 1,42@ith earlier application permitted,
provided PFRS 13 is also applied. The amendmeritstaélisclosures only and are not
expected to have an impact on the Group’s finampmaltion or performance.

Amendments to PAS 3&inancial Instruments: Recognition and Measuremelbvation of
Derivatives and Continuation of Hedge Accounting

These amendments provide relief from discontindiedge accounting when novation of a
derivative designated as a hedging instrument neestsin criteria. These amendments are
effective for annual periods beginning on or affanuary 1, 2014. The Company will
consider this amendment for future purchase ofvetvies.

Philippine Interpretation IFRIC 21evies
This interpretation clarifies that an entity reczgs a liability for a levy when the activity that
triggers payment, as identified by the relevanislagjon, occurs. For a levy that is triggered



upon reaching a minimum threshold, the interpretatlarifies that no liability should be
anticipated before the specified minimum threshsldeached. IFRIC 21 is effective for
annual periods beginning on or after January 1,420he Group does not expect that
IFRIC 21 will have material financial impact in éwe financial statements.

Annual Improvements to PFR&E)10-2012 cycle)
The Annual Improvements to PFR3010-2012 cycle) contain non-urgent but necessary
amendments to the following standards:

[l PFRS 2Share-based Payment - Definition of Vesting Cooudliti
This amendment revised the definitions of vestiogdition and market condition and
added the definitions of performance condition sed/ice condition to clarify various
issues. This amendment shall be prospectivelyieppo share-based payment
transactions for which the grant date is on orraftdy 1, 2014. This amendment does
not apply to the Group as it currently has no shased payment transactions.

[l PFRS 3,Business Combinations - Accounting for Contingenhsieration in a
Business Combination
This amendment clarifies that a contingent consitlem that meets the definition of a
financial instrument should be classified as a rfaial liability or as equity in
accordance with PAS 32. Contingent consideratian is not classified as equity is
subsequently measured at fair value through poofibss whether or not it falls within
the scope of PFRS 9 (or PAS 39, if PFRS 9 is nbaglepted). The amendment shall
be prospectively applied to business combinationsvhich the acquisition date is on
or after July 1, 2014. The Group shall considés #tmendment for future business
combinations.

1 PFRS 8, Operating Segments - Aggregation of Operating Setgneand
Reconciliation of the Total of the Reportable SegsieAssets to the Entity’s Assets
These amendments require entities to discloseuthgment made by management in
aggregating two or more operating segments. Tisidasure should include a brief
description of the operating segments that have laggregated in this way and the
economic indicators that have been assessed immieieg that the aggregated
operating segments share similar economic charstitsr The amendments also
clarify that an entity shall provide reconciliat®rof the total of the reportable
segments’ assets to the entity’s assets if sucluataare regularly provided to the
chief operating decision maker. These amendmerteffective for annual periods
beginning on or after July 1, 2014 and are applieetrospectively.
The amendments affect disclosures only and arexpected to have an impact on the
Group'’s financial position or performance.



[l PFRS 13Fair Value Measurement - Short-term ReceivablesRayhbles
This amendment clarifies that short-term receivald@d payables with no stated
interest rates can be held at invoice amounts wheneffect of discounting is
immaterial. The amendment is not expected to laavienpact to the Group’s balance
sheet or statement of comprehensive income sirant-tTm receivables and payables
of the Group are already held at invoice amounts.

[l PAS 16, Property, Plant and Equipment - Revaluation MethodProportionate
Restatement of Accumulated Depreciation
This amendment clarifies that, upon revaluationanfitem of property, plant and
equipment, the carrying amount of the asset sleaidjusted to the revalued amount,
and the asset shall be treated in one of the fallgpways:

a. The gross carrying amount is adjusted in a mariredri$ consistent with the revaluation
of the carrying amount of the asset. The accumdlatepreciation at the date of
revaluation is adjusted to equal the differencevbeh the gross carrying amount and the
carrying amount of the asset after taking into aot@ny accumulated impairment losses.

b. The accumulated depreciation is eliminated agdiresgross carrying amount of the asset.

The amendment is effective for annual periods begmon or after July 1, 2014. The
amendment shall apply to all revaluations recoghireannual periods beginning on
or after the date of initial application of this emdment and in the immediately
preceding annual period. The Group shall consitiés amendment for future
revaluations of property, plant and equipment.

[1 PAS 24 Related Party Disclosures - Key Management Perdonne

These amendments clarify that an entity is a rdlptaty of the reporting entity if the
said entity, or any member of a group for whichisita part of, provides key
management personnel services to the reportinty entio the parent company of the
reporting entity. The amendments also clarify thateporting entity that obtains
management personnel services from another eli$p (eferred to as management
entity) is not required to disclose the compensatjmaid or payable by the
management entity to its employees or directorbe fleporting entity is required to
disclose the amounts incurred for the key managepwmonnel services provided by
a separate management entity. The amendmentsffamtive for annual periods
beginning on or after July 1, 2014 and are applettbspectively. The amendments
affect disclosures only and are not expected t@ lsavimpact on the Group’s balance
sheet or statement of comprehensive income.

[l PAS 38, Intangible Assets - Revaluation Method - Proporditen Restatement of
Accumulated Amortization
These amendments clarify that, upon revaluatioarofntangible asset, the carrying
amount of the asset shall be adjusted to the redadumount, and the asset shall be
treated in one of the following ways:

a. The gross carrying amount is adjusted in a mariraris consistent with the revaluation
of the carrying amount of the asset. The accumulamortization at the date of
revaluation is adjusted to equal the differencevbeh the gross carrying amount and the
carrying amount of the asset after taking into aot@ny accumulated impairment losses.



b. The accumulated amortization is eliminated agahesgross carrying amount of the asset.

The amendments also clarify that the amount ofatli@stment of the accumulated
amortization should form part of the increase ocrdase in the carrying amount
accounted for in accordance with the standard. dmendments are effective for
annual periods beginning on or after July 1, 20The amendments shall apply to all
revaluations recognized in annual periods beginmngor after the date of initial

application of this amendment and in the immedyapeeceding annual period. The
Group shall consider these amendments for futwawations of intangible assets.

Annual Improvements to PFR&3011-2013 cycle)
The Annual Improvements to PFR3011-2013 cycle) contain non-urgent but necessary
amendments to the following standards:

[l PFRS 1First-time Adoption of Philippine Financial Reporgj Standards - Meaning

of ‘Effective PFRSs’

This amendment clarifies that an entity may chdosapply either a current standard
or a new standard that is not yet mandatory, bat trermits early application,
provided either standard is applied consistentlgupghout the periods presented in the
entity’s first PFRS financial statements. This adment is not applicable to the
Group as it is not a first-time adopter of PFRS.

PFRS 3Business Combinations - Scope Exceptions for Joiaingements

This amendment clarifies that PFRS 3 does not applyhe accounting for the
formation of a joint arrangement in the financitdtements of the joint arrangement
itself. The amendment is effective for annual @asi beginning on or after July 1,
2014 and is applied prospectively. The Group shafisider this amendment for
future business combinations.

PFRS 13Fair Value Measurement - Portfolio Exception

This amendment clarifies that the portfolio exaapin PFRS 13 can be applied to
financial assets, financial liabilities and oth@ntacts. The amendment is effective
for annual periods beginning on or after July 112@nd is applied prospectively.
The amendment is not expected to have a significapact on the Group’s balance
sheet or statement of comprehensive income.

PAS 40 Investment Property

This amendment clarifies the interrelationship etw PFRS 3 and PAS 40 when
classifying property as investment property or ommecupied property. The
amendment stated that judgment is needed whenmateg whether the acquisition
of investment property is the acquisition of aneass a group of assets or a business
combination within the scope of PFRS 3. This judgins based on the guidance of
PFRS 3. This amendment is effective for annuabpsrbeginning on or after July 1,
2014 and is applied prospectively. The amendneenbt expected to have an impact
on the Group’s balance sheet or statement of cdrepssve income.

Effective Date to be Determined

PFRS 9Financial Instruments



This amendment reflects the first and third pha$dke project to replace PAS 39 and applies
to the classification and measurement of finanasslets and liabilities and hedge accounting,
respectively. Work on the second phase, whichedtaimpairment of financial instruments,
and the limited amendments to the classificatioth measurement model hedge accounting is
still ongoing, with a view to replace PAS 39 in éstirety. PFRS 9 requires all financial
assets to be measured at fair value at initialgeition. A debt financial asset may, if the fair
value option (FVO) is not invoked, be subsequentiasured at amortized cost if it is held
within a business model that has the objectiveold the assets to collect the contractual cash
flows and its contractual terms give rise, on djtidates, to cash flows that are solely
payments of principal and interest on the princqabktanding. All other debt instruments are
subsequently measured at fair value through poofiloss. All equity financial assets are
measured at fair value either through OCI or profiloss. Equity financial assets held for
trading must be measured at fair value throughitpoofloss. For FVO liabilities designated
as at FVPL using the fair value option, the amaifrathange in the fair value of a liability that
is attributable to changes in credit risk must bespnted in OCI. The remainder of the
change in fair value is presented in profit or Jagdess presentation of the fair value change
relating to the entity’s own credit risk in respedtthe liability’s credit risk in OCI would
create or enlarge an accounting mismatch in poofibss. All other PAS 39 classification
and measurement requirements for financial liaédihave been carried forward to PFRS 9,
including the embedded derivative bifurcation sapan rules and the criteria for using the
FVO. The adoption of the first phase of PFRS 9 halve an effect on the classification and
measurement of the Company’s financial assetswillipotentially have no impact on the
classification and measurement of financial lidie.

On hedge accounting, PFRS 9 replaces the rulestdeesige accounting model of PAS 39
with a more principles-based approach. Changesidacreplacing the rules-based hedge
effectiveness test with an objectives-based test fibicuses on the economic relationship
between the hedged item and the hedging instrunasdt,the effect of credit risk on that
economic relationship; allowing risk componentsb® designated as the hedged item, not
only for financial items, but also for non-finankcigems, provided that the risk component is
separately identifiable and reliably measurable altowing the time value of an option, the
forward element of a forward contract and any fymegurrency basis spread to be excluded
from the designation of a financial instrumenttas hedging instrument and accounted for as
costs of hedging. PFRS 9 also requires more extedssclosures for hedge accounting.

PFRS 9 currently has no mandatory effective dateR3? 9 may be applied before the
completion of the limited amendments to the classiion and measurement model and
impairment methodology. The Group will not addpe standard before the completion of the
limited amendments and the second phase of theqbroj

[ Philippine Interpretation IFRIC 1B\greements for the Construction of Real Estate
This interpretation covers accounting for revennd associated expenses by entities
that undertake the construction of real estatectlyrer through subcontractors. The
SEC and the FRSC have deferred the effectivityhed interpretation until the final
Revenue standard is issued by the Internationabémaing Standards Board and an
evaluation of the requirements of the final Revestandard against the practices of
the Philippine real estate industry is completedoption of the interpretation when it
becomes effective is not expected to have an impathe financial statements of the
Group.

Basis of Consolidation
The consolidated financial statements comprisefitt@ncial statements of the Company
and its subsidiaries as at December 31, 2013. @lastiachieved when the Company is




exposed, or has rights, to variable returns frannvolvement with the investee and has
the ability to affect those returns through its powever the investee. Specifically, the
Company controls an investee if and only if the @any has:

* Power over the investee (i.e. existing rights the¢ it the current ability to direct the relevant
activities of the investee);

e Exposure, or rights, to variable returns fromitgalvement with the investee; and

* The ability to use its power over the investeefteca its returns

When the Company has less than a majority of thieg@r similar rights of an investee,
the Company considers all relevant facts and cistantes in assessing whether it has
power over an investee, including:

* The contractual arrangement with the other votddrgl of the investee
* Rights arising from other contractual arrangements
* The Group’s voting rights and potential voting tigh

The Company re-assesses whether or not it corarolsvestee if facts and circumstances
indicate that there are changes to one or morbeofttree elements of control. Consolidation
of a subsidiary begins when the Company obtaingraloover the subsidiary and ceases when
the Company loses control of the subsidiary. Asd&bilities, income and expenses of a
subsidiary acquired or disposed of during the yaer included in the statement of
comprehensive income from the date the Companysgaintrol until the date the Company
ceases to control the subsidiary.
When necessary, adjustments are made to the falastatements of subsidiaries to bring their
accounting policies into line with the Company’s@anting policies. All intra-group assets and
liabilities, equity, income, expenses and cash $loelating to transactions between members of
the Company are eliminated in full on consolidation

A change in the ownership interest of a subsidiaithout a loss of control, is accounted for as an
equity transaction. If the Company loses conti@ra subsidiary, it:

« Derecognizes the assets (including goodwill) aaliilities of the subsidiary

« Derecognizes the carrying amount of any non-caimgpinterests

« Derecognizes the cumulative translation differemeesrded in equity

* Recognizes the fair value of the considerationivecke

* Recognizes the fair value of any investment rethine

¢ Recognizes any surplus or deficit in profit or loss

« Reclassifies the Company’s share of componentsiqusly recognized in OCI to profit or
loss or retained earnings, as appropriate, as woeldequired if the Company had directly
disposed of the related assets or liabilities



The consolidated financial statements include tt@ants of the Company and the following
wholly-owned subsidiaries:

Country of Principal Percentage of
Incorporation Activity Ownership
Convenience Distribution, Inc. Warehousing
(CDI) Philippines and Distribution 100
Store Sites Holding, Inc. (SSHI) Philippines Holding 100

SSHI's capital stock, which is divided into 40% aoon shares and 60% preferred shares
are owned by the Company and by Philippine Seveampd&ationEmployees Retirement
Plan (PSC-ERP) through its trustee, Bank of thdigfimes Islands-Asset Management
and Trust Group (BPI-AMTG), respectively. Theseferred shares which accrue and
pay guaranteed preferred dividends and are redderaatthe option of the holder are
recognized as a financial liability in accordandéhiPFRS (see Note 15). The Company
owns 100% of SSHI's common shares, which, togetyidtr common key management,
gives the Company control over SSHI.

The financial statements of the subsidiaries aepamed for the same balance sheet period
as the Company, using uniform accounting policieercompany transactions, balances
and unrealized gains and losses are eliminatedllin f

Cash and Cash Equivalents

Cash includes cash on hand and in banks. Cashadepis are short-term, highly liquid
investments that are readily convertible to knowroants of cash with original maturities
of three months or less from the date of acquisitind that are subject to an insignificant
risk of change in value.

Financial Instruments
The Group recognizes a financial asset or a firgri@bility in the consolidated balance
sheet when it becomes a party to the contractoaigons of the instrument.

Initial Recognition and Measurement

Financial assets and financial liabilities are griped initially at fair value. Transaction
costs are included in the initial measurement ldfirincial assets and financial liabilities,
except for financial instruments measured at falug through profit or loss (FVPL).

All regular way purchases and sales of financiaetsare recognized on the trade date,
i.e. the date the Group commits to purchase or teellfinancial asset. Regular way
purchases or sales of financial assets requirazadfgliof assets within the time frame
generally established by regulation in the markate

The Group classifies its financial assets as firdngssets at FVPL, held-to-maturity
(HTM) financial assets, available-for-sale (AFS)dincial assets or loans and receivables.
Financial liabilities, on the other hand, are dléess as either financial liabilities at FVPL
or other financial liabilities. The classificatiatepends on the purpose for which the
financial assets and financial liabilities were @ogd. Management determines the
classification at initial recognition and, wherdoaled and appropriate, re-evaluates
classification at every balance sheet date.



As at December 31, 2013 and 2012, the Group halnaacial assets or liabilities at
FVPL, HTM financial assets and AFS financial assets

The Group’s financial instruments are as follows:

a. Loans and Receivables
Loans and receivables are non-derivative finarassiets with fixed or determinable
payments that are not quoted in an active markebans and receivables are
subsequently carried either at cost or amortized icothe consolidated balance sheet.
Amortization is determined using the effective met¢ rate method. Loans and
receivables are classified as current assets iunmatis within 12 months from
balance sheet date. Otherwise, these are clasagi@aoncurrent assets.

The Group’s loans and receivables consists of eashcash equivalents, short-term
investment, receivables and deposits (excluding deposits) as at December 31,
2013 and 2012 (see Note 29).

b. Other Financial Liabilities
This category pertains to financial liabilities thare neither held-for-trading nor
designated as at FVPL upon the inception of thaliig. Other financial liabilities
are subsequently carried at amortized cost, takittgaccount the impact of applying
the effective interest rate method of amortizati@m accretion) for any related
premium, discount and any directly attributables&ction costs.

Other financial liabilities are classified as cutrdiabilities if maturity is within the
normal operating cycle of the Company and it doesshave unconditional right to
defer settlement of the liability for at least 12omths from balance sheet date.
Otherwise, these are classified as noncurrentitialsi

The Group’s other financial liabilities consist bank loans, accounts payable and
accrued expenses, other current liabilities (exolydstatutory liabilities), and
cumulative redeemable preferred shares as at Dexedib 2013 and 2012 (see Note
29).

Determination of Fair Value

Fair value is the price that would be receivedeib @& asset or paid to transfer a liability
in an orderly transaction between market partidipaat the measurement date. The fair
value measurement is based on the presumptiorthibaransaction to sell the asset or
transfer the liability takes place either:

* In the principal market for the asset or liability,
* In the absence of a principal market, in the mdstatageous market for the asset or liability

The principal or the most advantageous market tmeisiccessible to by the Group.
The fair value of an asset or a liability is measuusing the assumptions that market

participants would use when pricing the asset ability, assuming that market
participants act in their economic best interest.



A fair value measurement of a non-financial assstes into account a market
participant’s ability to generate economic bendiifusing the asset in its highest and best
use or by selling it to another market participduat would use the asset in its highest and
best use.

Day- 1 Difference

Where the transaction price in a non-active maiketifferent from the fair value from
other observable current market transactions in dhmme instrument or based on a
valuation technique whose variables include onkadi@m observable market, the Group
recognizes the difference between the transactioe pnd fair value (a Day 1 difference)
in profit or loss unless it qualifies for recogaiti as some other type of asset. In cases
where use is made of data which is not observééedifference between the transaction
price and model value is only recognized in prafit loss when the inputs become
observable or when the instrument is derecogniEed. each transaction, the Group
determines the appropriate method of recogniziediy 1 difference.

Offsetting Financial Instruments

Financial assets and financial liabilities are effand the net amount is reported in the
consolidated balance sheet if, and only if, thera icurrently enforceable legal right to
offset the recognized amounts and there is antinteto settle on a net basis, or to realize
the asset and settle the liability simultaneously.

Impairment of Financial Assets
The Group assesses at each balance sheet dateswhefinancial asset or a group of
financial assets is impaired.

Financial Assets Carried at Amortized Cost

If there is objective evidence that an impairmesslon loans and receivables has been incurred,
the amount of impairment loss is measured as fifereinice between the financial asset’s carrying
amount and the present value of estimated futusé fiaws (excluding future expected credit
losses that have not been incurred) discountdtkedtriancial asset’s original effective interegera
(i.e., the effective interest rate computed afahiecognition). The carrying amount of the asset
is reduced by the impairment loss, which is recogghiin profit or loss.

The Group first assesses whether objective evidehoapairment exists for financial assets that
are individually significant and collectively forinfincial assets that are not individually
significant. Objective evidence includes obsergatdta that comes to the attention of the Group

about loss events such as but not limited to siamt financial difficulty of the counterparty, a
breach of contract, such as a default or delinguémanterest or principal payments, probability
that the borrower will enter bankruptcy or otheraficial reorganization. If it is determined that
no objective evidence of impairment exists for adividually or collectively assessed financial
asset, whether significant or not, the asset isided in the group of financial assets with similar
credit risk characteristics and that group of fitiahassets is collectively assessed for impairment
Assets that are individually assessed for impaitneerd for which an impairment loss is or
continue to be recognized are not included in dective assessment of impairment. The
impairment assessment is performed at each bakdrexst date. For the purpose of a collective
evaluation of impairment, financial assets are peou on the basis of such credit risk
characteristics such as customer type, paymemtrijgiast-due status and term.

Loans and receivables, together with the relatemvahce, are written off when there is
no realistic prospect of future recovery and alllateral has been realized. If, in a



subsequent period, the amount of the impairmest dexreases and the decrease can be
related objectively to an event occurring after thgpairment was recognized, the
previously recognized impairment loss is reversedny subsequent reversal of an
impairment loss is recognized in profit or lossthe extent that the carrying value of the
asset does not exceed its amortized cost at tleesa\date.

Derecognition of Financial Assets and Liabilities

Financial Assets

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

» the right to receive cash flows from the assetdxqéred,;

» the Group retains the right to receive cash flomsnfthe asset, but has assumed an
obligation to pay them in full without material dglto a third party under a pass-
through arrangement; or

» the Group has transferred its right to receive dishs from the asset and either (a)
has transferred substantially all the risks andarew of the asset, or (b) has neither
transferred nor retained substantially all risksl aewards of the asset, but has
transferred control of the asset.

Where the Group has transferred its rights to weceash flows from an asset and has
neither transferred nor retained substantiallyttadl risks and rewards of the asset nor
transferred control of the asset, the asset isgrezed to the extent of the Group’s
continuing involvement in the asset. Continuingolvement that takes the form of a
guarantee over the transferred asset is measuréte dower of the original carrying
amount of the asset and the maximum amount of deration that the Group could be
required to repay.

Financial Liabilities
A financial liability is derecognized when the @altion under the liability is discharged,
cancelled or has expired.

Where an existing financial liability is replaceg¢ bnother from the same lender on
substantially different terms, or the terms of axisting liability are substantially
modified, such an exchange or modification is &dads a derecognition of the original
liability and the recognition of a new liabilitynd the difference in the respective carrying
amounts is recognized in profit or loss.

Inventories

Inventories are stated at the lower of cost andreatizable value (NRV). Cost of
inventories is determined using the first-in, fiostt method. NRV is the selling price in
the ordinary course of business, less the estintatsidof marketing and distribution.

Prepayments and Other Current Assets

Prepayments and other current assets are prinw@oityprised of advances to suppliers,
deferred input value-added tax (VAT), prepaid reamid prepaid store expenses.
Prepayments and other current assets that areterpecbe realized for no more than 12
months after the balance sheet date are classifiectlirrent assets; otherwise, these are
classified as other noncurrent assets.




Advances to suppliers are downpayments for acepnsitof property and equipment not
yet received. Once the property and equipmentreceived, the asset is recognized
together with the corresponding liability. These atated at cost less any impairment in
value.

Property and Equipment
Property and equipment, except for land, are ahitecost less accumulated depreciation
and amortization, and any impairment in value.

The initial cost of property and equipment constft#s purchase price and any directly
attributable costs of bringing the asset to its kg condition and location for its
intended use. Expenditures incurred after theta$sere been put into operation, such as
repairs and maintenance and overhaul costs, aognmized in profit or loss in the period
in which the costs are incurred. In situations rehecan be clearly demonstrated that the
expenditures have resulted in an increase in thedleconomic benefits expected to be
obtained from the use of an item of property andigent beyond its originally assessed
standard of performance, the expenditures are alegitl as an additional cost of the
assets.

Construction in progress includes cost of consimacand other direct costs and is stated
at cost less any impairment in value. Construdtioprogress is not depreciated until such
time the relevant assets are completed and pubpdoational use.

Depreciation and amortization commence once thetasse available for use. It ceases at the
earlier of the date that it is classified as norentr asset held-for-sale and the date the asset is
derecognized.

Depreciation is computed on a straight-line metbeer the estimated useful lives of the assets as
follows:

Years
Buildings and improvements 10to 12
Store furniture and equipment 5t0 10
Office furniture and equipment 3to5
Transportation equipment 3to5
Computer equipment 3

Leasehold improvements are amortized over the astion useful life of the
improvements, ranging from five to ten years, ag term of the lease, whichever is
shorter.

The assets’ estimated useful lives and depreciation andization method are reviewed periodically to
ensure that the period and method of depreciation and amioriizae consistent with the expected pattern
of economic benefits from the items of property and equipméithen assets are retired or otherwise
disposed of, the cost or revalued amount and the related aatechdepreciation and amortization and any
impairment in value are removed from the accounts and aolfingsgain or loss is recognized in profit or
loss. The revaluation increment in equity relating to rinealued asset sold is transferred to retained
earnings.

Fully depreciated assets are retained in the bootikdisposed.



Land is carried at revalued amount less any impaitnn value. Revaluations shall be
made with sufficient regularity to ensure that tbarying amount does not differ
materially from that which would be determined gsfair value at the end of the balance
sheet period. When the fair value of a revalued ldiffers materially from its carrying
amount, a further revaluation is required.

A revaluation surplus is recorded in OCI and cedtlito the “Revaluation increment on
land - net of deferred tax” account in equity. Hwer, to the extent that the Group
reverses a revaluation deficit of the same ass®iqusly recognized in profit or loss, the
increase is recognized in profit or loss. A rewadiln deficit is recognized in the profit or
loss, except to the extent that it offsets an agssurplus on the same asset recognized in
“Revaluation increment on landhet of deferred income tax liability” account inuég.

Deposits

Deposits are amounts paid as guarantee in relaiamoncancelable lease agreements
entered into by the Group. These deposits arggreped at cost and can be refunded or
applied to future billings.

Intangible Assets
Intangible assets acquired separately are measaredtial recognition at cost. Following initial

recognition, intangible assets are carried at dess accumulated amortization and any
accumulated impairment loss, if any. Internallypgeted intangible assets, if any, excluding
capitalized development costs, are not capitalesedi expenditure is reflected in profit or loss in
which the expenditure is incurred.

The useful lives of intangible assets are assesskd either finite or indefinite. Intangible asset
with finite lives are amortized over the useful eomic life and assessed for impairment
whenever there is an indication that the intangétsiset may be impaired. The amortization period
and amortization method for an intangible asseh wifinite useful life is reviewed at least at each
balance sheet date. Changes in the expected li¢efol the expected pattern of consumption of
future economic benefits embodied in the assetc®unted for by changing the amortization
period or method, as appropriate, and treated a&sgels in accounting estimates. The amortization
expense on intangible assets with finite liveeiognized in profit or loss in the expense category
consistent with the function of the intangible astatangible assets with indefinite useful lives
are tested for impairment annually at the cash rgging unit level and are not amortized. The
useful life of an intangible asset with an indefrlife is reviewed annually to determine whether
indefinite useful life assessment continues to uygpertable. If not, the change in the useful life
assessment from indefinite to finite is made onmasppective basis. Gains or losses arising from
derecognition of an intangible asset are measusethe difference between the net disposal
proceeds, if any, and the carrying amount of ttsetaand are recognized in profit or loss when
the asset is derecognized.

Software and Program Cost

Software and program cost, which are not specijicalentifiable and integral to a specific
computer hardware, are shown under “Goodwill afgiohoncurrent assets” in the consolidated
balance sheet. These are carried at cost, lessnatated amortization and any impairment in
value. Amortization is computed on a straight-linethod over their estimated useful life of five
years.



Goodwill

Goodwill, included in “Goodwill and other noncurteassets” in the consolidated balance
sheet, represents the excess of the cost of anisémgu over the fair value of the
businesses acquired. Following initial recognitignodwill is measured at cost less any
accumulated impairment losses.

Impairment of Non-financial Assets

The Group assesses at each balance sheet datenthette is an indication that its non-
financial assets such as property and equipmepbsits and intangible assets may be
impaired. If any such indication exists, or whemaal impairment testing for an asset is
required, the Group makes an estimate of the assetoverable amount. An asset’s
recoverable amount is the higher of an asset’sash @enerating unit’s fair value less
costs to sell and its value-in-use and is deterchine an individual asset, unless the asset
does not generate cash inflows that are largelgpaddent of those from other assets or
groups of assets. For land, the asset’s recoverhbunt is the land’s net selling price,
which may be obtained from its sale in an arm’gytentransaction. For goodwill, the
asset’s recoverable amount is its value-in-use. eM/lthe carrying amount of an asset
exceeds its recoverable amount, the asset is @asidnpaired and is written down to its
recoverable amount. In assessing value-in-use,etitenated future cash flows are
discounted to their present value, using a predisgount rate that reflects current market
assessments of the time value of money and rigksfgpto the asset. Impairment losses,
if any, are recognized in profit or loss, exceptrevalued property and equipment when
revaluation was taken to OCI. In this case, theaiiment is also recognized in OCI up to
the amount of any previous revaluation.

For non-financial assets, excluding goodwill, asemsment is made at each balance sheet
date as to whether there is any indication thatipusly recognized impairment losses
may no longer exist or may have decreased. If snditation exists, the recoverable
amount is estimated. A previously recognized immpant loss is reversed only if there
has been a change in the estimates used to detetingirasset’s recoverable amount since
the last impairment loss was recognized. If tkathe case, the carrying amount of the
asset is increased to its recoverable amount. iflcadased amount cannot exceed the
carrying amount that would have been determinetiphdepreciation and amortization,
had no impairment loss been recognized for thet asg@evious years. Such reversal is
recognized in profit or loss, unless the asseaisad at revalued amount, in which case,
the reversal is treated as a revaluation increadfter such reversal, the depreciation
charge is adjusted in the future periods to allta¢ asset’s revised carrying amount, less
any residual value, on a systematic basis oveefitaining useful life.

Goodwill is reviewed for impairment, annually or radrequently if event or changes in
circumstances indicate that the carrying value nhbay impaired. Impairment is
determined for goodwill by assessing the recoverabhount of the cash-generating unit
or group of cash-generating units to which the gobbdelates. Where the recoverable
amount of the cash-generating unit or group of @gsterating units is less than the
carrying amount of the cash-generating unit or groti cash-generating units to which
goodwill has been allocated, an impairment logeéegnized. Impairment losses relating
to goodwill cannot be reversed in future periods.

Deposits Payable




Deposits payable are amounts received from fraaehijsstore operators and sub lessees
as guarantee in relation to various agreementseshiato by the Group. These deposits
are recognized at cost and payable or appliedttwdubillings.

Cumulative Redeemable Preferred Shares

Cumulative redeemable preferred shares that exloitétracteristics of a liability is
recognized as a financial liability in the consalield balance sheet, net of transaction cost.
The corresponding dividends on those shares amgethas interest expense in profit or
loss.

Deferred Revenue
Deferred revenue is recognized for cash receivednimome not yet earned. Deferred
revenue is recognized as revenue over the lifbefévenue contract or upon delivery of
goods or services.

Equity
Common Stock
Common stock is measured at par value for all shiaseied and outstanding.

Additional Paid-in Capital

When the shares are sold at premium, the differéeteeen the proceeds and the par
value is credited to the “Additional paid-in capitaccount. When shares are issued for a
consideration other than cash, the proceeds aresurezh by the fair value of the
consideration received. In case the shares areds® extinguish or settle the liability of
the Group, the shares shall be measured eithbe dair value of the shares issued or fair
value of the liability settled, whichever is mogdiably determinable.

Retained Earnings

Retained earnings represent the cumulative balahgeeriodic net income or loss and
changes in accounting policy. When the retainediegs account has a debit balance, it is
called “deficit.” A deficit is not an asset but adiiction from equity.

Treasury Stock

Treasury stock is stated at acquisition cost anlédsicted from equity. No gain or loss is
recognized in profit or loss on the purchase, saiance or cancellation of the Group’s
own equity instruments.

ocCl

OCI comprises of items of income and expensesatteahot recognized in profit or loss as
required or permitted by other PFRS. The Groupd Qertains to actuarial gains and
losses from pension benefits and revaluation inergnon land which are recognized in
full in the period in which they occur.

Revenue Recognition

Revenue is recognized to the extent that it is gioédbthat the economic benefits will flow
to the Group and the amount of revenue can be meghseliably. The Group has
assessed its revenue
arrangements against the criteria enumerated UP4&r 18, Revenue Recognitipmand
concluded that it is acting as principal in alleangements, except for its sale of consigned




goods. The following specific recognition critemaust also be met before revenue is
recognized:

Merchandise Sales

Revenue from merchandise sales is recognized wieesignificant risks and rewards of
ownership of the goods have passed to the buyeverRie is measured at the fair value of
the consideration received, excluding discountsyns, rebates and sales taxes.

The Group operates a customer loyalty programmeryERay! Rewards, which allows
customers to accumulate points when they purchashipts in the stores. The points can
be redeemed for free products, subject to a minimumber of points being obtained.

Consideration received is allocated between thdymis sold and the points issued, with
the consideration allocated to the points equ#thed fair value. Fair value of the points is
equal to the retail value of the products that lsamedeemed. The fair value of the points
issued is deferred (included as part of “other emirrliabilities” in the consolidated
balance sheet) and recognized as revenue wheroithts pre redeemed.

Franchise

Franchise fee is recognized upon execution ofrdnechise agreement and performance of
initial services required under the franchise agre®. Franchise revenue is recognized
in the period earned.

Marketing
Marketing income is recognized when service is eeed. In case of marketing support
funds, revenue is recognized upon start of promatiactivity for the suppliers.

Rental
Rental income is accounted for on a straight-liasidover the term of the lease.

Commission
Commission income is recognized upon the sale m$igned goods.

Interest
Interest income is recognized as it accrues basebeoeffective interest rate method.

Other Income
Other income is recognized when there are incidestanomic benefits, other than the
usual business operations, that will flow to therPany and can be measured reliably.

Costs and Expenses Recognition
Costs of merchandise sold are recognized in poofibss at the point of sale. Expenses
are recognized in profit or loss upon utilizatidrtiee services or when they are incurred.

Retirement Benefits

The net defined benefit liability or asset is tlgg@egate of the present value of the
defined benefit obligation at the end of the reipgriperiod reduced by the fair value of
plan assets (if any), adjusted for any effect wfiting a net defined benefit asset to the
asset ceiling. The asset ceiling is the presenievaf any economic benefits available in
the form of refunds from the plan or reduction$uture contributions to the plan.




The cost of providing benefits under the definedds plans is actuarially determined
using the projected unit credit method.

Net retirement benefits cost comprise the following

. Service cost

. Net interest on the net defined benefit liabilityasset
. Remeasurements of net defined benefit liabilitpsset

Service costs which include current service cgxist service costs and gains or losses on
non-routine settlements are recognized as expengeofit or loss. Past service costs are
recognized when plan amendment or curtailment gccldihese amounts are calculated
periodically by independent qualified actuaries.

Net interest on the net defined benefit liabilityasset is the change during the period in
the net defined benefit liability or asset thatsasi from the passage of time which is
determined by applying the discount rate basedawemment bonds to the net defined
benefit liability or asset. Net interest on the mietfined benefit liability or asset is
recognized as expense or income in profit or loss.

Remeasurements comprising actuarial gains anddpssturn on plan assets and any
change in the effect of the asset ceiling (exclgdiet interest on defined benefit liability)
are recognized immediately in other comprehengieeme in the period in which they
arise. Remeasurements are not reclassified ta rafoss in subsequent periods.

Plan assets are assets that are held by a longeteymloyee benefit fund or qualifying
insurance policies. Plan assets are not availaltieet creditors of the Group, nor can they
be paid directly to the Group. Fair value of plassets is based on market price
information. When no market price is availables fhir value of plan assets is estimated
by discounting expected future cash flows usingsaadint rate that reflects both the risk
associated with the plan assets and the maturigxpected disposal date of those assets
(or, if they have no maturity, the expected periodil the settlement of the related
obligations). If the fair value of the plan assistdigher than the present value of the
defined benefit obligation, the measurement of tbsulting defined benefit asset is
limited to the present value of economic benefi@ilable in the form of refunds from the
plan or reductions in future contributions to thanp

The Group’s right to be reimbursed of some or &lihe expenditure required to settle a
defined benefit obligation is recognized as a s#paasset at fair value when and only
when reimbursement is virtually certain.

Termination Benefit

Termination benefits are employee benefits providegkchange for the termination of an
employee’s employment as a result of either antystidecision to terminate an

employee’s employment before the normal retirentznté or an employee’s decision to
accept an offer of benefits in exchange for thenieation of employment.

A liability and expense for a termination benefitrecognized at the earlier of when the
entity can no longer withdraw the offer of thosendits and when the entity recognizes



related restructuring costs. Initial recognitiondasubsequent changes to termination
benefits are measured in accordance with the natutee employee benefit, as either
post-employment benefits, short-term employee bespedr other long-term employee

benefits.

Employee Leave Entitlement

Employee entitlements to annual leave are recodrasea liability when they are accrued
to the employees. The undiscounted liability f@avie expected to be settled wholly before
twelve months after the end of the annual reporpegod is recognized for services
rendered by employees up to the end of the regopmiod.

Leases

Finance leases, which transfer to the lessee sulaha all the risks and rewards of

ownership of the asset, are capitalized at thepiime of the lease at the fair value of the
leased property or, if lower, at the present valtighe minimum lease payments. Lease
payments are apportioned between the interest iacamd reduction of the lease
receivable so as to achieve a constant rate ofesiteon the remaining balance of the
receivable. Interest income is recognized directlgrofit or loss.

Leases where the lessor retains substantiallphallisks and rewards of ownership of the
asset are classified as operating leases. Opgtatises are recognized as an expense in
profit or loss on a straight-line basis over tresketerm.

The determination of whether an arrangement iscasttains a lease is based on the
substance of the arrangement and requires an ass#ssf whether the fulfilment of the
arrangement is dependent on the use of a specifiet @r assets and the arrangement
conveys a right to use the asset. A reassessmamdde after inception of the lease only
if one of the following applies:

a. there is a change in contractual terms, other thamnewal or extension of the
arrangement; or

b. a renewal option is exercised or extension is gdntnless the term of the renewal or
extension was initially included in the lease team;

c. there is a change in the determination of whethitifnent is dependent on a specified asset;
or

d. there is a substantial change to the asset.

Where a re-assessment is made, lease accountihga@ihanence or cease from the date when the
change in circumstance gave rise to the re-assessarescenarios (a), (c) or (d) above, and the
date of renewal or extension for scenario (b).

Borrowing Costs

Borrowing costs directly attributable to the acdios, construction or production of an
asset that necessarily takes a substantial pefitiche to get ready for its intended use or
sale are capitalized as part of the cost of thpewts/e assets. All other borrowing costs
are expensed in the period they occur. Borrowirgjconsist of interest and other costs
that an entity incurs in connection with the borirogvof funds.

Foreign Currency-denominated Transactions
Transactions in foreign currency are initially reded at the exchange rate at the date of
transaction. Outstanding foreign currency-denotehanonetary assets and liabilities are




translated using the applicable exchange ratelahta sheet date. Exchange differences
arising from translation of foreign currency momgtéiems at rates different from those at
which they were originally recorded are recognigedrofit or loss.

Taxes

Current Income Tax

Current income tax assets and liabilities for theent and prior periods are measured at
the amount expected to be recovered from or pdildedaxation authorities. The tax rates
and tax laws used to compute the amount are thaséave been enacted or substantively
enacted at the balance sheet date.

Deferred Income Tax

Deferred income tax is recognized for all tempormifferences at the balance sheet date
between the tax bases of assets and liabilitiestlagid carrying amounts for financial
reporting purposes.

Deferred income tax liabilities are recognized &l taxable temporary differences.
Deferred income tax assets are recognized forealuictible temporary differences to the
extent that it is probable that sufficient futuexadble profits will be available against
which the deductible temporary differences cantiized.

Deferred income tax relating to items recognizeédlly in equity is recognized in profit
or loss.

The carrying amount of deferred income tax asseteviewed at each balance sheet date
and reduced to the extent that it is no longer abotd that sufficient future taxable profits
will be available to allow all or part of the deafed income tax assets to be utilized.
Unrecognized deferred income tax assets are resgsaseach balance sheet date and are
recognized to the extent that it has become prebiiat sufficient future taxable profits
will allow the deferred income tax assets to b@veced.

Deferred income tax assets and liabilities are omeasat the tax rates that are expected to
apply to the period when the asset is realizedhediability is settled, based on tax rates
(and tax laws) that have been enacted or substiyntwmacted at the balance sheet date.

Deferred income tax assets and liabilities areedffi§ a legally enforceable right exists to
set off current tax assets against current taxlili@ls and the deferred income taxes relate
to the same taxable entity and the same taxatithosty.

VAT

Input VAT is the 12% indirect tax paid by the Gramphe course of the Group’s trade or
business on local purchase of goods or servicekidimg lease or use of property, from a
VAT-registered entity. For acquisition of capitglods over B1,000,000, the related input
taxes are deferred and amortized over the usédubfithe asset or 60 months, whichever
is shorter, commencing on the date of acquisitiDeferred input VAT which is expected
to be utilized for more than 12 months after théahee sheet date is included under
“Goodwill and other noncurrent assets” accounhi¢onsolidated balance sheet.

Output VAT pertains to the 12% tax due on the sélmerchandise and lease or exchange
of taxable goods or properties or services by trmi



If at the end of any taxable month the output VAXeeds the input VAT, the excess
shall be paid by the Group. Any outstanding balasc¢ecluded under “Accounts payable
and accrued expenses” account in the consolidatdehde sheet. If the input VAT

exceeds the output VAT, the excess shall be caoied to the succeeding month or
months. Excess input VAT is included under “Prapagts and other current assets”
account in the consolidated balance sheet. Ingdt ®h capital goods may, at the option
of the Group, be refunded or credited against othtrnal revenue taxes, subject to
certain tax laws.

Revenue, expenses and assets are recognizedthetashount of VAT.

Earnings (Loss) Per Share

Basic earnings (loss) per share is calculated tylidg the net income or (loss) for the
year attributable to common shareholders by theghted average number of shares
outstanding during the year, excluding treasuryesha

Diluted earnings (loss) per share is calculatedikigding the net income or (loss) for the
year attributable to common shareholders by theghted average number of shares
outstanding during the year, excluding treasuryeshand adjusted for the effects of all
potential dilutive common shares, if any.

In determining both the basic and diluted earnifigss) per share, the effect of stock
dividends, if any, is accounted for retrospectively

Segment Reporting

Operating segments are components of an entitwiidch separate financial information
is available and evaluated regularly by managenmedéciding how to allocate resources
and assessing performance. The Group considersttiie operation as its primary
activity and its only business segment. Franchisinenting of properties and
commissioning on bills payment services are comstlean integral part of the store
operations.

Provisions

Provisions are recognized when: (a) the Group hagresment obligation (legal or
constructive) as a result of a past event; (b} ipriobable that an outflow of resources
embodying economic benefits will be required tdlsethe obligation; and (c) a reliable
estimate can be made of the amount of the obligatib the effect of the time value of
money is material, provisions are determined byalisting the expected future cash
flows at a pre-tax rate that reflects current madssessments of the time value of money
and, where appropriate, the risks specific to takillty. Where discounting is used, the
increase in the provision due to the passage of isnrecognized as interest expense.
When the Group expects a provision or loss to lmlnersed, the reimbursement is
recognized as a separate asset only when the reserbant is virtually certain and its
amount is estimable. The expense relating to aayigion is presented in profit or loss,
net of any reimbursement.

Contingencies



Contingent liabilities are not recognized in thenswolidated financial statements. They
are disclosed unless the possibility of an outflotvresources embodying economic
benefits is remote. Contingent assets are notgrezed in the consolidated financial
statements but disclosed when an inflow of econdpeicefit is probable. Contingent
assets are assessed continually to ensure thabgmants are appropriately reflected in
the consolidated financial statements. If it hasdme virtually certain that an inflow of
economic benefits will arise, the asset and thatedl income are recognized in the
consolidated financial statements.

Events after the Balance Sheet Date

Post year-end events that provide additional inédgrom about the Group’s position at the
balance sheet date (adjusting events) are refléctde consolidated financial statements.
Post year-end events that are non-adjusting evamtsdisclosed in the notes to the
consolidated financial statements when material.

3. Use of Significant Accounting Judgments, Estimatesnd Assumptions

The preparation of the consolidated financial stetets in accordance with PFRS requires
management to make judgments, estimates and aseompghat affect the amounts
reported in the consolidated financial statementsretes. The judgments, estimates and
assumptions used in the consolidated financiaéstants are based upon management’s
evaluation of relevant facts and circumstanced &alance sheet date. Future events may
occur which can cause the assumptions used inragrat those judgments, estimates and
assumptions to change. The effects of any changkbe reflected in the consolidated
financial statements of the Group as they becomsoreably determinable.

Judgments
In the process of applying the Group’s accountinficges, management has made the following

judgments, apart from those involving estimationbjch have the most significant effect on
amounts recognized in the consolidated financaikstents:

Determination of Functional Currency

Based on the economic substance of the underlyiograstances relevant to the Group,
the functional currency of the Group has been detexd to be the Peso. The Peso is the
currency of the primary economic environment in abhthe Group operates. It is the
currency that mainly influences the revenue, castsexpenses of the Group.

Classification of Financial Instruments

The Group classifies a financial instrument, orcibsnponents, on initial recognition as a
financial asset, liability or equity instrument actcordance with the substance of the
contractual arrangement and the definitions of rarfcial asset, liability or equity
instrument. The substance of a financial instrumether than its legal form, governs its
classification in the consolidated balance sheet.

Financial assets are classified as financial as#efVPL, HTM financial assets, AFS
financial assets and loans and receivables. Halahabilities, on the other hand, are
classified as financial liabilities at FVPL and etHinancial liabilities.

The Group determines the classification at initetognition and, where allowed and
appropriate, re-evaluates this classification argbalance sheet date.



The Group’s financial instruments consist of loamnsl receivables and other financial liabilities
(see Note 29).

Classification of Leases

a. Finance lease as lessor
The Group entered into a sale and leaseback triamsacith an armored car service
provider where it has determined that the risks eewdards related to the armored
vehicles leased out will be transferred to thedesat the end of the lease term. As
such, the lease agreement was accounted for agrecéi lease (see Note 26).

b. Operating lease as lessee
The Group entered into various property leasesyevitdhas determined that the risks
and rewards related to the properties are retamtdthe lessors. As such, the lease
agreements were accounted for as operating lessedNpte 26).

c. Operating lease as lessor
The Company entered into property subleases daated properties. The Company
determined that it retains all the significant sslad rewards of these properties which
are leased out on operating leases (see Note 26).

Impairment of Non-financial Assets Other than Godldw

The Group assesses whether there are any indigaftargpairment for all non-financial
assets, other than goodwill, at each balance sHatt. These non-financial assets
(property and equipment, rent deposits, and soétveard program cost) are tested for
impairment when there are indicators that the cagramounts may not be recoverable.
The factors that the Group considers important vieiguld trigger an impairment review
include the following:

» significant underperformance relative to expectastonical or projected future
operating results;

» significant changes in the manner of use of theuiaeq assets or the strategy for
overall business;

» significant negative industry or economic trendgj a

» decline in appraised value.

As at December 31, 2013 and 2012, the Group hasideotified any indicators or
circumstances that would indicate that the Groppigperty and equipment, rent deposits
and software and program cost are impaired. Thasmpairment losses on these non-
financial assets were recognized in the years etdmgmber 31, 2013, 2012 and 2011.
The carrying value of these non-financial assess ifollows:

2013 2012
Property and equipment (Note 8) P2,746,672,621R2,276,921,044
Rent deposits (Note 9) 232,020,464 183,893,042
Software and program cost (Note 10) 2,886,285 1,183,651

Estimates

The key assumptions concerning the future and o#er sources of estimation
uncertainty at the balance sheet date that havgn#fisant risk of causing a material
adjustment to the carrying amounts of assets ahdities follow:



Determination of Fair Values

The fair value for financial instruments tradedaittive markets at the balance sheet date
is based on their quoted market price or dealecepguotations (bid price for long
positions and ask price for short positions), withany deduction for transaction costs.
When current bid and asking prices are not availabie price of the most recent
transaction provides evidence of the current falue as long as there has not been a
significant change in economic circumstances sihedime of the transaction.

For all other financial instruments not listed in active market, the fair value is
determined by using appropriate valuation techrésgi&aluation techniques include net
present value techniques, comparison to similarinsents for which observable market
prices exist, options pricing models, and othezvaht valuation models.

Note 29 presents the fair values of the financr@dtruments and the methods and
assumptions used in estimating their fair values.

Impairment of Loans and Receivables

The Group reviews its loans and receivables at baldnce sheet date to assess whether a
provision for impairment should be recognized iofjiror loss or loans and receivables
balance should be written off. In particular, jodent by management is required in the
estimation of the amount and timing of future céistws when determining the level of
allowance required. Such estimates are basedsumasions about a number of factors
and actual results may differ, resulting in futwfganges to the allowance. Moreover,
management evaluates the presence of objectiveraedof impairment which includes
observable data that comes to the attention oGtteeip about loss events such as but not
limited to significant financial difficulty of theounterparty, a breach of contract, such as
a default or delinquency in interest or principalyments, probability that the borrower
will enter bankruptcy or other financial re-orgaatinn.

In addition to specific allowances against indivatly significant loans and receivables,
the Group also makes a collective impairment allovea against exposures which,
although not specifically identified as requiring@ecific allowance, have a greater risk of

default than when originallygranted. This takes into consideration the credit risk
characteristics such as customer type, payment history, past due status and term.

The carrying value of loans and receivables amaurte P1,516,908,752 and B
869,050,177

as at December 31, 2013 and 2012, respectiveliowahce for impairment on loans and
receivables amounted to B18,960,182 and B8,2Pag&t December 31, 2013 and 2012,
respectively (see Note 5). Provision for impairtn@mounted to P12,671,486, B788,778
and

P3,810,991 in 2013, 2012 and 2011, respectively [¢ote 19).

Decline in Inventory Value

Provisions are made for inventories whose NRV aveel than their carrying cost. This
entails determination of replacement costs andscoetessary to make the sale. The
estimates are based on a number of factors, subhtasot limited to the age, status and
recoverability of inventories.



The carrying value of inventories amounted to B849,891 and R726,986,563 as at
December 31, 2013 and 2012, respectively (see BlpteNo provisions for decline in
inventory value were recognized in 2013, 2012 &bibl2

Estimation of Useful Lives of Property and Equiptreerd Software and Program Cost

The Group estimates the useful lives of its propard equipment and software and
program cost based on a period over which the sigsetexpected to be available for use
and on collective assessment of industry practiogs;nal evaluation and experience with
similar arrangement. The estimated useful liveproperty and equipment and software
and program cost are revisited at the end of eatinbe sheet period and updated if
expectations differ materially from previous estieza

Property and equipment, net of accumulated degreciand amortization, amounted to
R2,746,672,621 and R2,276,921,044 as at Dece3db@013 and 2012, respectively (see
Note 8). The carrying amount of software and progcst amounted to B2,886,285 and
P1,183,651 as at December 31, 2013 and 2012 ctesglg (see Note 10).

Revaluation of Land

The Group’s parcels of land are carried at revaledunts, which approximate its fair
values at the date of the revaluation, less angesyeent accumulated impairment losses.
The valuations of land are performed by independgpraisers. Revaluations are made
every three to five years or more frequently asessary, to ensure that the carrying
amounts do not differ materially from those whicbuld be determined using fair values
at balance sheet date.

The last appraisal made on the Group’s parcelaraf ivas on February 5, 2007, where it
resulted to an appraisal increase of B3,229,866p0nB1,384,241 deferred income tax
liability. The Group believes that carrying valoé the revalued parcels of land as at
December 31, 2013 and 2012 amounting to B44,481d0@s not materially differ from
its fair value as of these balance sheet date\Ns&e8).

Impairment of Goodwill

The Group determines whether goodwill is impairédeast on an annual basis. This
requires an estimation of the value-in-use of thshegenerating units to which the

goodwill is allocated. Estimating the value-in-wsBaount requires management to make
an estimate of the expected future cash flows fthencash-generating unit and also to
choose a suitable discount rate in order to caiedle present value of those cash flows.

Based on the assessment made by the Group, thesermgpairment of goodwill as the
recoverable amount of the cash-generating unitsegisthe carrying amount of the unit,
including goodwill as at December 31, 2013 and 20IRe carrying value of goodwiill
amounted to

P65,567,524 as at December 31, 2013 and 2012(#e€l0). No impairment losses
were recognized in 2013, 2012 and 2011.

Estimation of Retirement Benefits

The net retirement benefits cost and the presehtevaf retirement obligations are
determined using actuarial valuations. The actuaaduation involves making various
assumptions. These include the determination of disgount rates, future salary
increases, mortality rates and future pension asws. Due to the complexity of the



valuation, the underlying assumptions and its l@rga nature, defined benefit obligations
are highly sensitive to changes in these assungptilhassumptions are reviewed at each
reporting date.

In determining the appropriate discount rate, mansnt considers the interest rates of
government bonds that are denominated in the atyrgnwhich the benefits will be paid, with
extrapolated maturities corresponding to the exgaeduration of the defined benefit obligation.

The mortality rate is based on publicly availablertality tables for the specific country. Future
salary increases and pension increases are basegeadted future inflation rates for the specific
country.

The Group’s net retirement obligations amounte®®6,481,142 and R86,012,693 as at
December 31, 2013 and 2012, respectively (see [8d)e Retirement benefits cost
amounted to
R16,858,692, P15,420,495 and PR11,768,015 in ,2@D32 and 2011, respectively
(see Notes 23 and 24).

Provisions and Contingencies

The Group has pending legal cases. The Groupimast of the probable costs for the
resolution of these legal cases has been developednsultation with in-house and

outside legal counsels and is based upon the amalyshe potential outcomes. It is

possible, however, that future results of operatioauld be affected by changes in the
estimates or in the effectiveness of strategieding to these proceedings.

As at December 31, 2013 and 2012, the Group hasgspyos amounting to B13,704,073
and

B7,066,290, respectively and is reported as gddimers” under “Accounts payable and
accrued expenses” in the consolidated balance sl{seé Note 12). Provisions and
contingencies are further explained in Note 34.

Realizability of Deferred Income Tax Assets

Deferred income tax assets are recognized foealpbrary deductible differences to the
extent that it is probable that sufficient futuexable profits will be available against

which the deductible temporary differences can tilzed. Management has determined
based on business forecast of succeeding yearth#ratis enough taxable profits against
which the recognized deferred income tax assetdwitealized.

The Group’s recognized deferred income tax assetsuated to P69,131,632 and B
56,504,022 as at December 31, 2013 and 2012, tesgg¢see Note 27).

4. Cash and Cash Equivalents and Short-Term Investment

2013 2012
Cash on hand and in banks B922,422,571 B367,285,569
Cash equivalents 50,580,062 48,000,000

RP973,002,633 P415,285,569




Cash in banks earn interest at the respective dapksit rates. Cash equivalents are
made for varying periods up to three months depgndin the immediate cash
requirements of the Group and earn interest atethigective cash equivalent rates.

As at December 31, 2013 and 2012, short-term invest amounting to 10,810,229 and
P10,632,115, respectively, pertains to time depasich has a maturity date of more than
90 days.

Interest income from savings and deposits acccamtisshort-term investment amounted
to

R4,350,085, 2,857,696 and R2,911,480 in 20082 and 2011, respectively (see Note
22).

5. Receivables

2013 2012
Franchisees (Note 32) B379,544,124 P184,444,213
Suppliers 48,657,689 139,512,975
Employees 14,936,783 12,993,209
Store operators 12,547,006 19,452,194
Rent 4,760,464 5,638,673
Due from PhilSeven Foundation, Inc. (PFI)
(Note 25) 3,118,978 1,637,912
Current portion of:
Lease receivable - net of unearned interest
income amounting to B96,445 and
P197,221 as at December 31, 2013 and
2012, respectively (Notes 10 and 26) 3,086,114 1,394,060
Notes receivable (Notes 10, 29 and 30) 1,033,914 1,403,344
Insurance receivable 585,057 614,135
Others 1,358,499 15,734,389
469,628,628 382,825,104
Less allowance for impairment 18,960,182 8,227,261

P450,668,446 P374,597,843

The classes of receivables of the Group are assl|

* Franchisees - pertains to receivables for the itorgnloans obtained by the
franchisees at the start of their store operaticash deposits and deposits still in
transit, negative balance on franchisees’ holdectpant and inventory variation noted
during monthly store audits.

» Suppliers - pertains to receivables from the Grswguippliers for display allowances,
annual volume discount and commission income frdfarént service providers.

* Employees - includes car loans, salary loans asl shortages from stores which are
charged to employees.

» Store operators - pertains to the advances givehitd party store operators under
service agreements (see Note 32).

* Rent - pertains to receivables from sublease agratwith third parties, which are
based on an agreed fixed monthly rate or as agneewl by the parties.



» Lease receivable - pertains to a five-year saleleaseback finance lease agreement
entered by the Company with an armored car seproéder (see Note 26).

* Notes receivable - pertains to a receivable isfyed third party borrower evidenced
by written promises of payment with three to fiveay terms maturing in 2013 and
2014. As at December 31, 2013 and 2012, unamdrtizeount amounted to B35,562
and B124,413, respectively. Accretion of inteiesbme amounted to B88,851, B
128,251 and R186,596 in 2013, 2012 and 2011, casply (see Note 22).

Receivables are noninterest-bearing and are génheral30 to 90 day terms except for
lease receivable with a 7% interest rate per anfse@ Note 26).

Impairment on receivables is based on individuaeasment of accounts. Movements in
allowance for impairment are as follows:

2013
Provision
Beginning for the year Ending

balances (Note 19) Write-off Balances
Franchisees P214,342 B— P— R214,342
Suppliers 5,804,455 11,700,044 (1,938,565) 15,565,934
Employees 391,918 148,003 - 539,921
Store operators 365,801 — - 365,801
Rent 1,450,745 823,439 — 2,274,184

Total P8,227,261 RP12,671,486 (P1,938,565)P18,960,182




2012

Provision
Beginning for the year Ending
balances (Note 19) Write-off Balances
Franchisees B214,342 B— B— B214,342
Suppliers 5,304,455 500,000 - 5,804,455
Employees 391,918 - - 391,918
Store operators 365,801 - - 365,801
Rent 1,161,967 288,778 — 1,450,745
Total B7,438,483 B788,778 B— B8,227,261
6. Inventories
2013 2012

At cost (Note 18):
Warehouse merchandise
Store merchandise

P618,738,640
282,111,251

P415,590,676
311,395,887

P900,849,891

R726,986,563

7. Prepayments and Other Current Assets

2013 2012
Current portion of:
Deferred input VAT B78,364,535 P64,041,931
Deferred lease (Notes 10 and 26) 1,421,460 421,194
Prepaid:
Rent (Note 10) 63,373,604 42,241,979
(Forward)
2013 2012
Store expenses B34,455,780 PB11,625,230
Uniform 6,066,259 1,704,252
Taxes 4,765,253 3,558,689
Repairs and maintenance 1,218,655 2,214,838
Advances to suppliers 55,761,777 109,149,544
Advances for expenses 13,788,613 6,600,314
Supplies 3,528,830 3,256,203
Dues and subscription 571,651 2,983,004
Others 7,432,281 11,210,709

P270,748,698

B259,007,887

Deferred input VAT pertains to the input VAT on thequisition of capital goods over B
1,000,000 which are being amortized over the uskfelor 60 months, whichever is

shorter, commencing on the date of acquisition.

8. Property and Equipment



Movements in property and equipment are as follows:

2013
Land- Store Office
at revalued Buildings and Furniture and Furniture and Transportation Computer Leasehold Construction
amount_Improvements _ Equipment Equipment Equipment _ Equipment Improvements _In-Progress Total
Costs/Revalued Amount
Beginning balances P44,481,000 P118,154,84%®1,740,413,144 BR579,371,098 P43,646,1RP@11,556,342 P1,201,609,872R67,369,294,006,601,778
Additions - — 525,981,492 207,879,041 10,587,6 7 33,864,213 205,468,926195,489,191 1,179,270,536
Retirements - - (66,288,608) (24,194,070)  (9,103,74€ (435,198) (152,838,708) - (252,860,330)
Reclassifications = = = — — — 167,659,566 (167,659,56€ =
Ending balances 44,481,000 118,154,849 2,200,106,028 763,056,069 45,130,103 244,985,357  1,421,899,656 95,198,922 4,933,011,984
Accumulated Depreciation
and Amortization

Beginning balances - 70,181,591 690,911,415 256,680,089 20,199,135 134,639,263 557,069,241 - 1,729,680,734
Depreciation and amortization

(Note 19) - 3,943,271 367,196,300 112,543,884 8,272,483 31,165,352 186,397,669 - 709,518,959
Retirements - —  (66,288,608) (24,194,070)  (9,103,74€ (435,198) (152,838,708) — (252,860,330)
Ending balances — 74,124,862 991,819,107 345,029,903 19,367,872 165,369,417 590,628,202 - 2,186,339,363
Net Book Values P44,481,000 P44,029,987R1,208,286,921 P418,026,166  P25,762,231R79,615,940 P831,271,454295,198,922 P2,746,672,621

2012
Land- Store Office
at revalued Buildings and  Furniture and  Fureitand Transportation Computer  Leasehold Construction
Amount__Improvements Equipment Equipment Equipment  Equipment Improvements __ In-Progress Total
Costs/Revalued Amount
Beginning balances P44,481,000 P110,179,8490R1D36,502 R454,106,297 BR38,988,602 P176,359,21%2978,634,236 R72,806,750 P3,182,582,451
Additions - 7,975,000 449,148,981 129,124,221 8,818,393 36,162,964 127,255,239 100,190,195 858,674,993
Retirements - - (15,762,339) (3,859,42C  (4,160,819) (965,837)  (9,907,251) - (34,655,666)
Reclassifications — — — — — — 105,627,648 (105,627,648) —
Ending balances 44,481,000 118,154,849 1,740,443,1479,371,098 43,646,176 211,556,3421,201,609,872 67,369,297 4,006,601,778
Accumulated Depreciation
and Amortization

Beginning balances - 64,958,094 425,110,107 194%21 15,683,194 105,282,852 430,793,774 —1,236,549,475
Depreciation and amortization

(Note 19) - 5,223,497 281,563,647 65,818,055 8,676,760 30,322,248 136,182,718 — 527,786,925
Retirements - - (15,762,339) (3,859,42C  (4,160,819) (965,837)  (9,907,251) —  (34,655,666)
Ending balances - 70,181,591 690,911,415  256,680,08 20,199,135 134,639,263 557,069,241 —1,729,680,734
Net Book Values B44,481,000 PA47,973,258 P1,049729 P322,691,009 P23,447,041 P76,917,07®644,540,631 PR67,369,297 P2,276,921,044

Construction in-progress pertains to costs of canthg new stores and renovation of old
stores. Completion of construction and renovaisoexpected within three months to one
year from construction date. The costs of congdistores are accumulated until such
time the relevant assets are completed and pubpeaational use.

On February 5, 2007, the Group revalued its lartth wdst amounting to B39,866,864 at
appraised value of B44,481,000, as determined fiopfassionally qualified independent
appraiser. The appraisal increase of B3,2298860f B1,384,241 deferred income tax
liability (see Note 22), resulting from the revaioa was credited to “Revaluation
increment on land” account under equity sectiothefconsolidated balance sheets. The
appraised value was determined using the markataggiroach, wherein the value of the
land is based on sales and listings of comparablespties registered within the vicinity.

The cost of fully depreciated property and equipintleat are still being used in operations
amounted to B428,587,084 and B232,325,091 aseaeriber 31, 2013 and 2012,
respectively. No property and equipment are plddger treated as security for the
outstanding liabilities as at December 31, 2013201P.

9. Deposits
2013 2012
Rent B232,020,464 PB183,893,042
Utilities (Notes 29 and 30) 42,509,396 33,663,791
Refundable (Notes 29 and 30) 34,871,384 25,843,670
Others (Notes 29 and 30) 4,487,223 6,017,558
P313,888,467 B249,418,061

Refundable

Refundable deposits on rent are computed at aredrtiast as follows:



2013 2012
Face value of security deposits B46,053,889 P48,602,936
Additions 7,446,475 2,248,407
Refunded - (4,797,455)
Unamortized discount (18,628,980) (20,210,218)
B34,871,384 B25,843,670
Movements in unamortized discount are as follows:
2013 2012
Beginning balance B20,210,218 B21,813,932
Additions 948,411 496,227
Accretion (Note 22) (2,529,649) (2,099,941)
Ending balance B18,628,980 B20,210,218
10. Goodwill and Other Noncurrent Assets
2013 2012

Noncurrent portion of:
Deferred input VAT

P143,808,850

P115,865,751

Deferred lease (Note 26) 12,819,183 15,281,651
Lease receivable - net of unearned interest income
amounting to B5,773 and
P102,216 as at December 31, 2013 and 2012,
respectively (Notes 26, 29 and 30) 559,441 2,054,276
Note receivable (Notes 5, 29 and 30) - 955,355
Intangible assets:
Goodwill 65,567,524 65,567,524
Software and program cost 2,886,285 1,183,651
Garnished accounts (Note 34) 4,876,522 5,223,977
Others 1,411,415 2,357,417

P231,929,220

P208,489,602

Deferred Lease

Deferred lease pertains to Day 1 loss recognizegefumdable deposits on rent, which is
amortized on a straight-line basis over the terrmefrelated leases.

Movements in deferred lease are as follows:

2013 2012
Beginning balance B15,702,845 B17,692,345
Additions 948,411 496,228
Less amortization (Note 26) 2,410,613 2,485,728
Ending balance 14,240,643 15,702,845
Less current portion (Note 7) 1,421,460 421,194
Noncurrent portion B12,819,183 B15,281,651




Goodwill

On March 22, 2004, the Group purchased the leadelgtits and store assets of Jollimart
Philippines Corporation (Jollimart) for a total stateration of R130,000,000. The excess
of the acquisition cost over the fair value of #ssets acquired was recorded as goodwill
amounting to B70,178,892. In 2008, the Group geized an impairment loss in
goodwill amounting to B4,611,368.

The recoverable amount of the goodwill was estichabased on the value-in-use
calculation using cash flow projections from finehcbudgets approved by senior
management covering a five year period. The prediscount rate applied to cash flow
projections is 8.27% in 2013 and 10.67% in 2012e Tash flows beyond the five-year
period are extrapolated using a 3% growth ratedit82and 2012 which is the same as the
long-term average growth rate for the retail indust

No store acquired from Jollimart was closed in 2@b8 2012. In 2011, the Group has
closed one store out of the 25 remaining storepuitchased from Jollimart. No
impairment loss was recognized in 2013, 2012 arid 20

Goodwill is allocated to the group of cash genemtinit (CGU) which comprises the
working capital and property and equipment of ladl purchased stores’ assets.

Key assumptions used in value-in-use calculatior)il3 and 2012 follow:

a. Sales and Cost Ratio
Sales and cost ratio are based on average valbeved in the three years preceding
the start of the budget period. These are increasext the budget period for
anticipated efficiency improvements. Sales argegted to increase by two to three
percent per annum while the cost ratio is set &% - 72.00% of sales per annum.

b. Discount Rates
Discount rates reflect management’s estimates ef ribks specific to the CGU.
Management computed for its weighted average cdstcapital (WACC). In
computing for its WACC, the following items werensidered:

» Average high and low range of average bank lenditegs as of year-end
* Yield on a 10-year Philippine zero coupon bondfasatuation date

* Market risk premium

« Company relevered beta

* Alpha risk

c. Growth Rate Estimates
Rates are based on average historical growth taitehvis consistent with the expected
average growth rate for the industry. Annual itnfla and rate of possible reduction in
transaction count were also considered in detengigrowth rates used.

Management recognized that unfavorable conditiowsildc materially affect the
assumptions used in the determination of valuese UAN increase of 6.84% and 6.10%
in the discount rates, or a reduction of growtlesaty 12.90% and 3.00%, would give a



value in use equal to the carrying amount of trehaenerating units in 2013 and 2012,
respectively.

Software and Program Cost
Movements in software and program cost are asvistlo

2013 2012
Cost:
Beginning balance P14,851,985 R14,661,985
Additions 3,019,195 190,000
Ending balance 17,871,180 14,851,985
Accumulated amortization:
Beginning balance 13,668,334 12,177,859
Amortization (Note 19) 1,316,561 1,490,475
Ending balance 14,984,895 13,668,334
Net book value P2,886,285 P1,183,651

Garnished Accounts
Garnished accounts pertain to the amount set dsidéhe Group, as required by the
courts, in order to answer for litigation claimsosald the results be unfavorable to the
Group (see Note 34).

11. Bank Loans

Bank loans represent unsecured Peso-denominatetitastm borrowings from various

local banks, payable in lump-sum in 2014 and 201B awnnual interest rates ranging
from 2.50% to 3.30%, 3.30% to 3.75% and 3.50% &5% in 2013, 2012 and 2011,
respectively, which are repriced monthly based @rket conditions. The proceeds of
these loans were used for the operations of thegro

Movements in bank loans are as follows:

2013 2012
Beginning balance B477,777,778 B374,666,667
Availments 550,000,000 210,000,000
Payments (467,777,778) (106,888,889)
Ending balance B560,000,000 B477,777,778

Interest expense from these bank loans amounteRL6033,270, R16,338,080 and R
15,697,647 in 2013, 2012 and 2011, respectivele (Sote 21). Interest payable
amounted to B1,689,053 and R1,173,579 as at eredd, 2013 and 2012, respectively
(see Note 12).



12. Accounts Payable and Accrued Expenses

2013 2012
Trade payable B1,575,446,279 P1,077,213,586
Utilities 71,354,276 55,148,912
Rent (Note 26) 58,097,685 51,355,557
Employee benefits 39,622,810 22,772,206
Advertising and promotion 37,844,609 8,754,528
Outsourced services 24,844,921 14,531,473
Bank charges 13,487,060 3,361,310
Security services 3,375,831 3,860,300
Interest (Notes 11 and 15) 1,947,803 1,522,329
Others 46,682,215 22,769,788

P1,872,703,489 P1,261,289,989

The trade suppliers generally provide 15 or 30 dagdit terms to the Group. Prompt
payment discounts ranging from 0.5% to 5.0% aremiby a number of trade suppliers.
All other payables are due within 3 months.

Others include provisions and accruals of varioMpeases incurred in the stores’
operations.

13. Other Current Liabilities

2013 2012

Non-trade accounts payable B362,508,354 B423,183,843
Output VAT 61,134,099 25,064,839
Retention payable 48,466,743 24,673,598
Withholding taxes 33,462,627 26,913,389
Employee related liabilities 27,210,000 2,481,125
Royalty (Note 25) 16,305,559 12,579,753
Service fees payable 10,381,467 20,586,182
Current portion of deferred revenue on:

Finance lease (Notes 16 and 26) 589,567 589,567

Exclusivity contract (Notes 16 and 32) 446,429 818,452
Others 10,561,844 4,990,644

P571,066,689 B541,881,392

Non-trade accounts payable pertains to payableuppliers of goods or services that
forms part of general and administrative expensdsese are noninterest-bearing and are

due within one year.

Retention payable pertains to the 10% of progrdiadgs related to the construction of
stores to be paid upon satisfactory completiomefdonstruction.

Service fees payable pertains to management fetote operators of service agreement
stores computed based on a graduated percentagpliedito stores’ gross profit and is

payable the following month.



14. Deposits Payable

2013 2012
Franchisees (Note 32) P99,370,298 B89,860,690
Service agreements (Note 32) 89,707,363 79,041,337
Rent (Note 26) 13,811,274 12,999,211

P202,888,935 P181,901,238

15. Cumulative Redeemable Preferred Shares

Cumulative redeemable preferred shares, which adeemable at the option of the
holder, represent the share of PSC-ERP througtrustee, BPI-AMTG, in SSHI's net
assets pertaining to preferred shares. PSC-ERfntidled to an annual “Guaranteed
Preferred Dividend” in the earnings of SSHI staythpril 5, 2002, the date when the 25%
of the subscription on preferred shares have begh m accordance with the Corporation
Code.

The guaranteed annual dividends shall be calculatet] paid in accordance with the
Shareholder's Agreement dated November 16, 200@hwhrovides that the dividend
shall be determined by the BOD of SSHI using thevgiling market conditions and other
relevant factors. Further, the preferred sharematall not participate in the earnings of
SSHI except to the extent of guaranteed dividemds vahatever is left of the retained
earnings will be declared as dividends in favorcofmmon shareholders. Guaranteed
preferred dividends included under “Interest expéns the consolidated statements of
comprehensive income amounted to B214,620, BRG8HF327,000 in 2013, 2012 and
2011, respectively (see Note 21). Interest payatrleunted to R258,750 and B348,750 as
at December 31, 2013 and 2012, respectively (s¢e Nr).

16. Deferred Revenue

2013 2012
Noncurrent portion of:
Deferred revenue on finance lease (Note 26) B98,264 P687,831
Deferred revenue on exclusivity contracts
(Note 32) - 446,429
Deferred revenue - others 1,508,919 1,508,919

P1,607,183 P2,643,179




Deferred Revenue on Finance Lease
Movements in deferred revenue on finance leasasifellows:

2013 2012
Beginning balance B1,277,398 B1,866,965
Less amortization (Note 26) 589,567 589,567
Ending balance (Note 26) 687,831 1,277,398
Less current portion (Notes 13 and 26) 589,567 589,567
Noncurrent portion (Note 26) P98,264 P687,831

Deferred Revenue on Exclusivity Contracts
Movements in deferred revenue on exclusivity carsrare as follows:

2013 2012
Beginning balance B1,264,881 B3,199,405
Less amortization (Note 32) 818,452 1,934,524
Ending balance (Note 32) 446,429 1,264,881
Less current portion (Note 13) 446,429 818,452
Noncurrent portion B— B446,429

17. Equity

Common Stock

The Group was listed with the Philippine Stock Exmte on February 4, 1998 with total
listed shares of 71,382,000 common shares corgistird7,000,000 shares for public
offering and 24,382,000 shares for private placéaméime Group offered the share at a
price of R4.40. Below is the Company'’s track relooir the registration of securities:

Date of SEC order
rendered effective or

permit to sell/ Authorized Issue price/

Date of SEC approval Event Capital Stock Issued shares Par value
Outstanding common

January 9, 1998 shares 400,000,000 166,556,250 B1.00
Listed shares:

February 4, 1998 Public offering 400,000,000 47,000,000 4.40

Private 400,000,000 4.40

placement 24,382,000

August 15, 2008 10% stock dividends 400,000,000 23,725,200 1.00

August 4, 2009 10% stock dividends 400,000,000 26,097,720 1.00

August 27, 2010 5% stock dividends 400,000,000 14,353,746 1.00

August 19, 2011 15% stock dividends 400,000,000 45,214,300 1.00

November 15, 2012 15% stock dividends 600,000,00051,996,445 1.00

August 15, 2013 15% stock dividends 600,000,000 59,795,912 1.00

As at December 31, 2013 459,121,573

As at December 31, 2013 and 2012, the Company hatalaof 650 and 656 shareholders
on record.



On July 24, 2012, the BOD and at least 2/3 of tbenfany’s stockholders approved the
increase of the Company’'s authorized common stooin fR400,000,000, divided into

400,000,000 common shares with par value of RElpare, to R600,000,000, divided into
600,000,000 common shares with a par value ofé2Elmare.

The Philippine SEC approved the Company’s appbcator the increase in its authorized
capital stock on October 19, 2012.

Retained Earnings

The Group’s retained earnings is restricted toetktent of B83,238,361 and B54,212,460
as at December 31, 2013 and 2012, respectivelytifer undistributed earnings of
subsidiaries and B2,923,246 as at December 3B @0d 2012 for the cost of treasury
shares.

Details of the Group’s stock dividend declarationthe years ended December 31, 2013,
2012 and 2011 are as follows:

Outstanding no. of
Stock common shares as at  Total stock

Declaration date Record date dividend % declaration date dividend issued
July 18, 2013 August 15, 2013 15% 398,639,411 59,795,912
July 24, 2012 November 15, 2012 15% 346,642,966  99®1445
July 21, 2011 August 19, 2011 15% 301,428,666 45,214,298

The Group’s BOD and at least 2/3 of the Group’sckitolders approved all the
aforementioned stock dividend declarations above.

Details of the Group’s cash dividend declarationtfee years ended December 31, 2013,
2012 and 2011 are shown below:

Outstanding no. of
Dividend common shares as  Total cash

Declaration date Record date Payment date per share of declaration date dividends

July 18, 2013 August 15, 2013 September 9, 2013 ED 398,639,411  P39,863,941
July 24, 2012 August 22,2012 September 14, 2012 10 0. 346,642,966 34,664,297
July 21, 2011 August 19, 2011  September 13, 2011 10 O. 301,428,666 30,142,867

The Group’s BOD approved all the cash dividendsgm&d above.

Treasury Shares

There are 686,250 shares that are in the treasmmyumting to B2,923,246 as at
December 31, 2013 and 2012. There are no moveiméné Group’s treasury shares in
2013 and 2012.




18. Cost of Merchandise Sales

2013 2012 2011

Merchandise inventory,
beginning
Net purchases

P726,986,563 B519,258,936 B402,419,577
10,800,834,938 8,730,878,901 6,961,401,378
11,527,821,501 9,250,137,837 7,363,820,955
Less merchandise inventory,

ending

900,849,891 726,986,563 519,258,936
RP10,626,971,61B88,523,151,274R6,844,562,019

19. General and Administrative Expenses

2012 2012
(As restated (As restated
2013 Note 2) Note 2)

Communication, light and
water

Depreciation and amortization

R908,791,566 PB822,136,123 P610,997,841

(Note 8) 709,518,959 527,786,925 378,355,521
Outside services (Note 32) 665,732,867 663,221,838 527,283,460
(Forward)

2012 2012
(As restated (As restated
2013 Note 2) Note 2)

Rent (Note 26)
Personnel costs

P553,791,399 PB488,292,500 P401,628,602

(Notes 5, 23 and 24) 342,606,112 269,182,182 271,325,009
Advertising and promotion 246,559,168 139,445,376 119,151,632
Trucking services 218,412,580 171,676,338 128,105,699
Royalties (Note 25) 171,714,747 133,085,007 106,490,524
Warehousing services 141,077,370 95,052,873 69,397,133
Repairs and maintenance 139,538,097 120,154,712 101,447,166
Supplies 113,159,695 119,944,818 98,718,890
Taxes and licenses 104,669,922 85,985,255 76,189,697
Transportation and travel 46,379,337 38,476,668 26,472,937
Entertainment, amusement ¢

recreation 33,472,479 24,609,677 28,169,708
Provision for impairment

of receivables (Note 5) 12,671,486 788,778 3,810,991
Inventory losses 12,561,816 23,875,151 19,906,752
Dues and subscription 11,579,746 9,355,941 5,898,075
Insurance 10,311,574 8,968,897 6,032,839
Amortization of software and

program cost (Note 10) 1,316,561 1,490,475 2,598,741
Others 76,519,585 41,345,644 29,596,375




2012 2012
(As restated (As restated
2013 Note 2) Note 2)

P4,520,385,066R3,784,875,1783,011,577,592

20. Marketing Income

2013 2012 2011
Promotions P288,895,179 B339,113,279 R171,330,886
Marketing support funds
(Note 32) 57,240,768 36,654,978 68,557,774

P346,135,947

P375,768,257 P239,888,660

21. Interest Expense

2013 2012 2011
Interest on bank loans (Note 11) B16,033,270 B16,338,080 B15,697,647
Guaranteed preferred dividends
(Note 15) 214,620 258,750 327,000
P16,247,890 R16,596,830 P16,024,647
22. Interest Income
2013 2012 2011
Bank deposits (Note 4) B4,154,524 P2,589,071 P2,597,676
Accretion of refundable deposif{Note
9) 2,529,649 2,099,941 2,387,787
Finance lease (Note 26) 197,219 291,205 378,850
Short-term investment (Note 4) 195,561 268,625 313,804
Accretion of note receivable (Note 5) 88,851 128,251 186,596
P7,165,804 R5,377,093 P5,864,713
23. Personnel Costs
2012 2011
(As restated - (As restated -
2013 Note 2) Note 2)
Salaries and wages B175,765,448 B217,356,126 B227,335,598
Employee benefits 149,981,972 36,405,561 32,221,396
Net retirement benefits cost
(Note 24) 16,858,692 15,420,495 11,768,015

P342,606,112 P269,182,182 P271,325,009

24. Retirement Benefits



The Group maintains a trusteed, non-contributofindd benefit retirement plan covering
all qualified employees administered by a trustaekiunder the supervision of the Board
of Trustees of the plan. The Board of Trusteegsponsible for investment of the assets.
It defines the investment strategy as often assserg, at least annually, especially in the
case of significant market developments or chantgeghe structure of the plan
participants. When defining the investment stratei) takes account of the plans’
objectives, benefit obligations and risk capacitye investment strategy is defined in the
form of a long-term target structure (investmeritqy). The Board of Trustees delegates
the implementation of the investment policy in ademce with the investment strategy as
well as various principles and objectives to arebtinent Committee, which also consists
of members of the Board of Trustees, a Director ar@bntroller. The Controller of the
fund is the one who oversees the entire investmeess.

Under the existing regulatory framework, Repulfict 7641 requires a provision for
retirement pay to qualified private sector emplaygethe absence of any retirement plan
in the entity, provided however that the employessirement benefits under any
collective bargaining and other agreements shalbadess than those provided under the
law. The law does not require minimum fundinghad plan.



Changes in net defined benefit liability of fundadds in 2013 are as follows:

Present value of the retirement
obligations
PSC
CDI

Fair value of plan assets
PSC
CDI

Net retirement obligations

Net retirement benefits cost in consolidated statgm
of comprehensive income

Remeasurements in other comprehensive income

Actuarial changes

arising from
January 1, 2013 changes in
(As restated - Current Benefits Remeasurement financial Experience Contribution by
Note 2) service cost Net interest Subtotal paid  on plan assets assumptions  adjustments Subtotal employer December 31, 20:
(2109,977,260) (R11,184,138) (B5,806,799) (B16,990,937) B4,021,523 B- (R14,261,393) (B846,903) (R15,108,296) B- (2138,054,970)
(6,625,244) (1,145,926) (334,575) (1,480,501) - - (451,957) 351,239 (100,718) - (8,206,463)
(116,602,504) (12,330,064) (6,141,374) (18,471,438) 4,021,523 — (14,713,350) (495,664)  (15,209,014) — (146,261,433)
29,548,266 - 1,560,148 1,560,148 (4,021,523)  (56,468) - - (56,468) 21,670,730 48,701,153
1,041,545 — 52,598 52,598 — (15,005) — — (15,005) — 1,079,138
30,589,811 — 1,612,746 1,612,746 (4,021,523) (71,473) - - (71,473) 21,670,730 49,780,291
(P86,012,693) (R12,330,064)  (R4,528,628) (P16,858,692) B— (R71,473) (P14,713,350) (P495,664) (R15,280,487) P21,670,730 (R96,481,142)

Changes in net defined benefit liability of fundadds in 2012 are as follows:

Present value of the retirement
obligations
PSC
CDI

Fair value of plan assets
PSC
CDI

Net retirement obligations

Net retirement benefits cost in consolidated statgm
of comprehensive income

Remeasurements in otheprehensive income

Actuarial changes

January 1, arising from
2012 changes in December 31, 2012
(As restated - Current Benefits Remeasurement financial Experience Contribution by (As restated -
Note 2) service cost Net interest Subtotal paid on plan assets  assumptions adjustments Subtotal employer Note 2)
(296,296,328) (R9,655,975)  (B5,585,187) (R15,241,162) B4,686,898 B- (28,858,149) P5,731,481 (B3,126,668) B- (R109,977,260)
(6,764,360) (545,788) (374,746) (920,534) 1,245,962 - (225,804) 39,492 (186,312) - (6,625,244)
(103,060,688) (10,201,763) (5,959,933) (16,161,696) 5,932,860 — (9,083,953) 5,770,973 (3,312,980) — (116,602,504)
12,239,143 - 709,870 709,870 (4,686,898) 2,687,354 - - 2,687,354 18,598,797 29,548,266
565,547 - 31,331 31,331 (1,245,962) 10,214 - - 10,214 1,680,415 1,041,545
12,804,690 - 741,201 741,201 (5,932,860) 2,697,568 - - 2,697,568 20,279,212 30,589,811
(B90,255,998) (B10,201,763)  (B5,218,732) (P15,420,495) B— B2,697,568 (29,083,953) B5,770,973 (B615,412) PB20,279,212 (286,012,693)




The fair value of plan assets by each classesthe a&nd of each balance sheet date
as follows:

PSC CDI
December 31, January 1, December 31, January 1,
2012 2012 2012 2012
December 31, (As restated - (As restated -December 31, (As restated - (As restated -
2013 Note 2) Note 2) 2013 Note 2) Note 2)
BPI short term fund
Unit investment trust fund B38,677,625 B1,591,027 B- P1,079,138 R1,041,545 B565,547
BPI ALFM mutual fund - 18,689,399 5,319,175 - - -
Investments in equity securities
PSC - listed shares -
40,848 and 35,520
shares as at
December 31, 2013
and 2012,
respectively 4,023,528 3,267,840 919,968 — - -
SSHI - unlisted shares 6,000,000 6,000,000 6,000,000 - — —
Fair value of plan assets P48,701,153 P29,548,266 B12,239,143 P1,079,138 P1,041,54 B565,547

The trustee exercises voting rights over the PSCS8HI shares held by the
retirement fund.

The retirement benefits cost and the present valube retirement are determined
using actuarial valuations. The actuarial valuatiorvolves making various
assumptions. The principal assumptions used inrm@igng the net retirement
obligations are shown below:

PSC CDI
2013 2012 2013 2012

Discount rates 5.28% 5.80% 5.05% 5.54%

Salary increase rates 5.50% 5.50% 5.50% 5.50%

Turnover rates:

Age 17-24 5.00% 5.00% 5.00% 5.00%
25-29 3.00% 3.00% 3.00% 3.00%
30-49 1.00% 1.00% 1.00% 1.00%
50-59 0.00% 0.00% 0.00% 0.00%

The sensitivity analysis below has been determibased on reasonably possible
changes of each significant assumption on the défibenefit obligation as at
December 31, 2013, assuming if all other assumgpticere held constant:

Increase
(Decrease) PSC CDI
Discount rates +0.5% (B10,397,512) (B311,910)
-0.5% 11,589,388 341,681
Turnover rate +1% 23,545,481 719,772
-1% (19,357,509) (620,295)
Average remaining years of service +3 years (5,999,71 (171,926)
-3 years 6,087,323 166,914

The Group expects to contribute B16,183,950 an@3,598 to the defined benefit
retirement plans of PSC and CDI, respectively ib40



Shown below is the maturity analysis and weighteztage duration of the retirement
benefits obligations:

Benefits Payments

PSC CDI
Not exceeding 1 year B7,565,9584,467,312
More than 1 year to 5 years 1,812,478 -
More than 5 to 10 years 27,091,028 448,718
More than 10 to 15 years 106,236,000¢,540,298
More than 15 years to 20 years 1,497,894,568,281,385
More than 20 years 1,872,763,10384,506,490

25. Related Party Transactions

Related party relationships exist when one pargytha ability to control, directly or

indirectly through one or more intermediaries, thieer party or exercise significant
influence over the other party in making financiald operating decisions. Such
relationships also exist between and/or among iestivhich are under common
control with the reporting enterprise, or betweemd/ar among the reporting

enterprises and their key management personnettdns or its stockholders.

Transactions with related parties consist of:

a. PSC has transactions with PFI, a foundation withrmon key management of the
Group, consisting of donations and noninterestibgaldvances pertaining
primarily to salaries, taxes and other operatingeeses initially paid by PSC for
PFI.

b. The Group executed a licensing agreement with Sdslemen, Inc. (SEI), a
stockholder organized in Texas, U.S.A. This grainésGroup the exclusive right
to use the 7-Eleven System in the Philippinesadecordance with the agreement,
the Group pays, among others, royalty fee to SEéthan a certain percentage of
monthly gross sales, net of gross receipts tax.

Balances arising from the foregoing transactiorib wélated parties are as follows:

Transactions for the Outstanding Balance
Related Nature of Terms and Year Ended December 31 as at December 31
Parties Relationship Transactions  Conditions 2013 2012 2013 2012
Receivables
PFI (Note 5) Under common Donations 0.5% of earnings
control before income tax.
Payable within 30
days. B2,667,500 P2,650,000 B— B—
Non-interest Unsecured, no
bearing advancesnpairment in 2013
and 2012. Amounts
are due and
demandable. 1,481,066 1,463,967 3,118,978 1,637,912

P4,148,566 P4,113,967 P3,118,978 P1,637,912

Other current liability
SEI (Note 13) Stockholder Royalty fee Unsecured and
payable monthly. B171,714,747R133,085,007 B16,305,559 R12,579,753

c. As of December 31, 2013 and 2012, the Group’s ddfimenefit retirement fund
has investments in shares of stock of the Parenipaay with a cost of B0.12
million. The retirement benefit fund’s total gaiassing from changes in market



prices amounted to B0.76 million and B2.35 milli;m 2013 and 2012,
respectively.
d. Compensation of key management personnel are lagvéol

2013 2012 2011
Short-term employee benefits B35,130,247  B34,979,611 PB31,624,639
Post-employment benefits 2,855,806 430,000 1,664,000
Other long-term benefits 776,964 376,073 376,073

P38,763,017 P35,785,684 B33,664,712

26. Leases

Finance Lease as Lessor

In March 2007, PSC entered into a five-year saleé l@aseback finance lease
agreement with an armored car service providere [Ease has no terms of renewal
and no escalation clauses. Unguaranteed resida¢s accruing to the Company
amounted to B300,000.

In March 2010, the Company amended its agreemetht the armored car service
provider extending the lease term for another fpears from March 1, 2010 to
February 1, 2015, imposing 7% interest per annurthemestructured loan obligation
and reducing its monthly rental payments. The anguteed residual values accruing
to the Company was retained. Future minimum leaseivables under this lease as
at December 31 are as follows:

2013 2012

Within one year B3,182,560 B1,591,280
After one year but not more than five years 565,213 2,156,493
Total minimum lease payments receivable 3,747,773 3,747,773
Less unearned interest income 102,218 299,437
Present value of future minimum lease

payments receivable 3,645,555 3,448,336
Less current portion (Note 5) 3,086,114 1,394,060
Noncurrent portion (Note 10) B559,441 P2,054,276

Collection of lease receivable amounted to nil Bigb91,280 in 2013 and 2012,
respectively.

Present value of lease receivable as at Decenhisre® follows:

2013 2012
Within one year B3,086,114 B1,394,060
After one year but not more than five years 559,441 2,054,276
Total minimum lease payments receivable 3,645,555 3,448,336
Less current portion 3,086,114 1,394,060

Present value of future minimum lease
payments receivable B559,441 P2,054,276




Unearned interest income as at December 31, 20d2@h2 amounted to B102,218
and B299,437, respectively. Related interest imcamounted to B197,219, B291,205
and B378,850 in 2013, 2012 and 2011, respectively.

Difference between the original lease agreememesgnt value of minimum lease
payments at the date of lease inception againstahging value of the finance lease
asset resulted in a deferred revenue on finanee lamounting to B6,550,753, which
is to be amortized on a straight-line basis overldase term. The related deferred
revenue amounted to R687,831 and R1,277,398 @ecamber 31, 2013 and 2012,
with current portion amounting to B589,567 as at&nber 31, 2013 and 2012 (see
Notes 13 and 16). Noncurrent portion amounted-98,764 and R687,831 as at
December 31, 2013 and 2012, respectively (see Nojte Amortization of deferred
revenue on finance lease amounted to B589,56018,2012 and 2011 (see Note
16).

Operating Lease as Lessee

a. PSC has various lease agreements with third pamdileding to its store operations.
Certain agreements provide for the payment of fefi@ased on various schemes such as
an agreed percentage of net sales for the montfix@ttimonthly rate.

Rent expense related to these lease agreementsn@muado B515,939,520, B
449,915,799 and R375,908,146 in 2013, 2012 and,2@kpectively (see Note
19). Of the total rent expense, B2,658,415 in32@2,573,518 in 2012 and B
2,019,210 in 2011 pertains to contingent rent ohestores based on percentage
ranging from 1.5% to 3.0% of merchandise sales.oization of deferred lease
amounted to P1,717,581, R719,536 and R1,164/96813, 2012 and 2011,
respectively (see Note 10).

The approximate annual future minimum rental payheri the PSC under its
existing lease agreements as at December 31 éoboass:

2013 2012
Within one year B53,181,751 B62,130,526
After one year but not more than five years 83,822,903 131,556,590
More than five years 9,551,874 12,654,307

P146,556,528 P206,341,423

b. In April 2012, CDI entered into a 2-year lease cactt for the lease of a warehouse in
Cebu commencing in April 2012 until April 2014. dtease has a renewal option and is
subject to an annual escalation rate of 5%.

In 2011, CDI entered into a 10-year lease confradhe lease of its warehouse extension
effective March 2011. The lease is subject to mmual escalation rate of 4.0% starting
on the second year of the lease.

In 2005, CDI entered into a 15-year operating lemsgract for the lease of its warehouse
effective November 1, 2005.

On June 30, 2007, PSC has assumed the lease agtdenthe warehouse and subleased
the warehouse back to CDI. The lease has a rermpiiah and is subject to an escalation
rate of 7.0% every after two years starting onttiied year of the lease. In February

2013, CDI transferred the lease contract to PSCtlamdublease was terminated. Rent
expense related to the lease agreement was redoydesC.



Rent expense related to these lease agreementsniuow B32,611,697, B
33,952,195 and B23,828,055 in 2013, 2012 and 2@spectively (see Note 19).
Amortization of deferred lease amounted to B698,0B1,766,192 and B
1,615,618 in 2013, 2012 and 2011, respectively K&xe 10).

The approximate annual future minimum rental payshesf CDI under its
existing lease contract, including the lease of tie@n warehouse assumed by
PSC as at December 31 are as follows:

2013 2012
Within one year P32,636,578  B36,902,700
After one year but not more than five years 132,218,529 183,491,415
More than five years 82,629,568 75,839,671

P247,484,675 P296,233,786

CDI also has other various short-term operatingdsapertaining to rental of
warehouse and equipments. Related rent expensansdoto B5,240,182, B
4,424,506 and R1,892,401 in 2013, 2012 and 2@%pectively (see Note 19).

Operating Lease as Lessor

The Group has various sublease agreements withghrties which provide for lease

rentals based on an agreed fixed monthly rate ageeed upon by the parties. Rental
income related to these sublease agreements ardown®48,341,871, R45,751,718
and R44,143,593 in 2013, 2012 and 2011, respéctive

27.Income Tax

a. The components of the Group’s provision for (benffim) income tax are as

follows:
2012 2011
(As restated - (As restated -
2013 Note 2) Note 2)
Current:
Regular corporate income
tax P308,105,233 B211,923,436 B161,398,364
Final tax on interest
income 838,382 445,546 586,624
308,943,615 212,368,982 161,984,988
Deferred (8,141,501) (2,111,056) 345,290

P300,802,114 P210,257,926 B162,330,278

b. The components of the Group’s net deferred incarassets are as follows:



2013

PSC CDI SSHI Total
Deferred income tax assets:
Net retirement obligations B26,806,145 B2,138,198 =2 B28,944,343
Accrued rent 16,833,945 595,361 - 17,429,306
Unamortized discount on rafdable
deposit 4,031,977 1,556,717 - 5,588,694
Allowance for impairment on
receivables 6,269,624 - - 6,269,624
Provision for litigation losses 2,119,887 1,991,335 — 4,111,222
Unamortized past service cost 6,193,281 294,794 — 6,488,075
Deferred revenue on exclusivity
contracts 133,929 - — 133,929
Unearned rent income 95,040 - - 95,040
Unamortized discount on receivable 11,820 - - 11,820
Unrealized foreign exchange loss 59,579 - - 59,579
62,555,227 6,576,405 — 69,131,632
(Forward)
Deferred income tax liabilities:
Deferred lease expense B2,858,206 R1,413,987 P— P4,272,193
Unamortized discount on purchase
of refundable deposit 267,083 - - 267,083
Revaluation increment on land - - 1,384,241 1,384,241
Unrealized foreign exchange gain - 4,988 - 4,988
3,125,289 1,418,975 1,384,241 5,928,505

Net deferred income tax assets (liability) 59,429,938 P5,157,430

(P1,384,241) P63,203,127

2012(As restated - Note 2)

PSC CDI SSHI Total
Deferred income tax assets:
Net retirement obligations B24,128,698 B1,675,110 B- B25,803,808
Accrued rent 8,700,799 6,705,868 - 15,406,667
Unamortized tbcount on refundab
deposit 4,336,926 1,726,139 - 6,063,065
Allowance for impairment on
receivables 2,468,178 - - 2,468,178
Provision for litigation losses 2,119,887 - - 2,119,887
Unamortized past service cost 3,952,094 29,082 - 3,981,176
Deferred revenue on exclusivity
contracts 379,464 - - 379,464
Unearned rent income 127,680 - - 127,680
Unamortized discount on receivable 37,324 - - 37,324
Unrealized foreign exchange loss 37,765 79,008 — 116,773
46,288,815 10,215,207 — 56,504,022
Deferred income tax liabilities:
Deferred lease expense 3,088,956 1,248,107 - 4,337,063
Unamortized discount on purchase
of refundable deposit 305,238 - - 305,238
Revaluation increment on land - - 1,384,241 1,384,241
3,394,194 1,248,107 1,384,241 6,026,542

Net deferred income tax assets (liability) B42,894,621  B8,967,100 (B1,384,241) B50,477,480

The reconciliation of the provision for income tammputed at the statutory
income tax rate to provision for income tax showrnhe consolidated statements

of comprehensive income follow:



2012 2011
(As restated - (As restated -
2013 Note 2) Note 2)

Provision for income tax
computed at statutory income
tax rate P295,028,929 PR202,630,185 R155,728,061
Adjustments for:
Nondeductible expenses:
Inventory losses 3,768,545 7,162,545 5,972,026
Interest expense and others 2,446,834 867,483 955,165
Tax effect of rate difference
between final tax and
statutory tax rate on bank
interest income (404,040) (364,133) (286,820)
Nontaxable other income (38,154) (38,154) (38,154)
P300,802,114 B210,257,926 P162,330,278

d. RA 9504, effective on July 7, 2008 allows availmeoit optional standard
deductions (OSD). Corporations, except for noulersi foreign corporations,
may now elect to claim standard deduction in anwarmoot exceeding 40% of
their gross income. The Group did not avail of @®&D for the computation of its
taxable income in 2013, 2012 and 2011.

28. Basic/Diluted Earnings Per Share

2012 2011
(As restated (As restated
2013 Note 2) Note 2)
a. Netincome B682,627,649 PB465,176,023 B356,763,259
b. Weighted average number
of shares issued 459,121,573 459,121,573 459,121,573

c. Less weighted average
number of shares held in
treasury 686,250 686,250 686,250
d. Weighted average number
of shares outstandir(f-
C) 458,435,323 458,435,323 458,435,323
Basic/diluted earnings per
share(a/d) R1.49 R1.01 R0.78

o

The Group does not have potentially dilutive comnsbrares as at December 31,
2013, 2012 and 2011. Thus, the basic earnings lp@re sis equal to the diluted
earnings per share as at those dates.

The Group’s outstanding common shares increasea 3@9,325,661 to 459,121,573
as a result of stock dividend issuance equivalerit5%o of the outstanding common
shares of the Group of 398,639,411 shares apprvadly 18, 2013 (see Note 17).



Therefore, the calculation of basic/diluted earsipgr share for all periods presented
has been adjusted retrospectively.

29. Financial Instruments

The comparison of the carrying value and fair vadtiall of the Company’s financial
instruments (those with carrying amounts that areeqgual to their fair values) as at
December 31 are as follows:

2013 2012
Carrying Value Fair Value Carrying Value Fair Value

FINANCIAL ASSETS
Loans and Receivables
Receivables

Lease receivable B3,645,555 B3,691,723 B3,448,336 B3,606,990
Deposits

Refundable 34,871,384 41,815,472 25,843,670 32,667,920

B38,516,939 PB45,507,195 P29,292,006 PB36,274,910

Lease receivable and refundable deposits are aaedounder level 3 in the fair
value hierarchy.

Fair Value Information

Current Financial Assets and Financial Liabilities

Due to the short-term nature of the related traimas; the fair values of cash and
cash equivalents, short-term investment, receigafdacept for lease receivables),
accounts payable and accrued expenses and othentclibilities approximates their
carrying values as of balance sheet date.

Lease Receivable

The fair value of lease receivable is determinedisgounting the sum of future cash
flows using the prevailing market rates for instants with similar maturities as at
December 31, 2013 and 2012, which is 2.73% and3.8@spectively.

Utility and Other Deposits
The fair value of utility and other deposits appnaates its carrying value as it earns
interest based on repriced market conditions.

Refundable Deposits

The fair value of deposits is determined by distimg the sum of future cash flows
using the prevailing market rates for instrumentshwsimilar maturities as at
December 31, 2013 and 2012 ranging from 0.5% t&%.2nd 1.33% to 4.36%,
respectively.



Bank Loans
The carrying value approximates fair value becafsecent and monthly repricing
of related interest based on market conditions.

Cumulative Redeemable Preferred Shares

The carrying value approximates fair value becaassesponding dividends on these
shares that are charged as interest expense iit profoss are based on recent
treasury bill rates repriced annually at year end.

Fair Value Hierarchy
The Group uses the following hierarchy for deteingnand disclosing the fair value
of financial instruments by valuation technique:

* Level 1 - quoted (unadjusted) prices in active ratwlor identical assets or liabilities

* Level 2 - valuation techniques for which the lowlestel input that is significant to the
fair value measurement is directly or indirecthsetvable

* Level 3 - valuation techniques for which the lowlestel input that is significant to the
fair value measurement is unobservable

As at December 31, 2013 and 2012, the Group hdimaacial instruments measured
at fair value.

30. Financial Risk Management Objectives and Policies

The main risks arising from the Group’s financratruments are credit risk, liquidity
risk, interest rate risk and foreign exchange riskhe BOD reviews and approves
policies for managing each of these risks. The B&Md created a separate board-
level entity, which is the Audit Committee, withpicit authority and responsibility
in managing and monitoring risks. The Audit Conte@t which ensures the integrity
of internal control activities throughout the Groufevelops, oversees, checks and
pre-approves financial management functions andesys in the areas of credit,
market, liquidity, operational, legal and otherksisof the Group, and crisis
management. The Internal Audit Department and ttterBal Auditor directly report
to the Audit Committee regarding the direction, @@nd coordination of audit and
any related activities.

Listed below are the summarized risk identifiecioy BOD.

Credit Risk

Credit risk is the risk that one party to a finahdnstrument will cause a financial
loss to the other party by failing to dischargeohtigation. The receivable balances
are monitored on an ongoing basis with the reddt the Group’s exposure to
impairment is managed to a not significant levelhe Group deals only with

counterparty duly approved by the BOD.

The following tables provide information regardihg maximum credit risk exposure
of the Group as at December 31.:



2013

2012

Cash and cash equivalents (excluding cash on hand)

Cash in bank B734,552,645 B204,668,267
Cash equivalents 50,580,062 48,000,000
785,132,707 252,668,267
Short-term investment 10,810,229 10,632,115
Receivables
Franchisees 379,329,782 184,229,871
Suppliers 33,091,755 133,708,520
Employees 14,396,862 12,601,291
Store operators 12,181,205 19,086,393
Rent 2,486,280 4,187,928
Due from PFI 3,118,978 1,637,912
Current portion of:
Lease receivable 3,086,114 1,394,060
Notes receivable 1,033,914 1,403,344
Insurance receivable 585,057 614,135
Others 1,358,499 15,734,389
450,668,446 374,597,843
Deposits
Utilities 42,509,396 33,663,791
Refundable 34,871,384 25,843,670
Others 4,487,223 6,017,558
81,868,003 65,525,019
Other noncurrent assets
Noncurrent portion of:
Lease receivable 559,441 2,054,276
Notes receivable - 955,355
559,441 3,009,631

P1,329,038,826

B706,432,875

The following tables provide information regarditite credit risk exposure of the
Group by classifying assets according to the Groapédit ratings of debtors:

2013
Neither Past Due nor Impaired
Standard Past Due
High Grade Grade  Or Impaired Total
Cash and cash equivalents
Cash in bank B734,552,645 B— B-  B734,552,645
Cash equivalents 50,580,062 — — 50,580,062
785,132,707 — — 785,132,707

Short-term investment 10,810,229 — — 10,810,229
Receivables
Franchisees - 379,329,782 214,342 379,544,124
Suppliers - 28,271,501 20,386,188 48,657,689
Employees — 14,396,862 539,921 14,936,783
Store operators - 12,181,205 365,801 12,547,006
Rent - 2,486,280 2,274,184 4,760,464
Due from PFI - 3,118,978 - 3,118,978
Current portion of:

Lease receivable - 3,086,114 - 3,086,114

Notes receivable - 1,033,914 - 1,033,914
Insurance receivable - 585,057 - 585,057
Others — 1,358,499 — 1,358,499




2013
Neither Past Due nor Impaired

Standard Past Due
High Grade Grade  Or Impaired Total

— 445,848,192 23,780,436 469,628,628
Deposits
Utilities - 42,509,396 - 42,509,396
Refundable - 34,871,384 - 34,871,384
Others — 4,487,223 — 4,487,223

— 81,868,003 — 81,868,003
Other noncurrent asset
Noncurrent portion of lease receivable — 559,441 — 559,441

— 559,441 — 559,441

P795,942,936  PB528,275,636 P23,780,436 P1,34/008

2012
Neither Past Due nor Impaired
Standard Past Due
High Grade Grade Or Impaired Total
Cash and cash equivalents
Cash in bank B204,668,267 B— B- PB204,668,267
Cash equivalents 48,000,000 - - 48,000,000
252,668,267 — — 252,668,267
Short-term investment 10,632,115 — — 10,632,115
Receivables
Franchisees - 184,229,871 214,342 184,444,213
Suppliers - 104,343,424 35,169,551 139,512,975
Employees - 12,601,291 391,918 12,993,209
Store operators - 19,086,393 365,801 19,452,194
Rent - 4,187,928 1,450,745 5,638,673
Due from PFI - 1,637,912 - 1,637,912
Current portion of:
Lease receivable - 1,394,060 - 1,394,060
Notes receivable - 1,403,344 - 1,403,344
Insurance receivable - 614,135 - 614,135
Others - 15,734,389 — 15,734,389
— 345,232,747 37,592,357 382,825,104
2012
Neither Past Due nor Impaired
Standard Past Due
High Grade Grade Or Impaired Total
Deposits
Utilities = B33,663,791 B— B33,663,791
Refundable - 25,843,670 - 25,843,670
Others — 6,017,558 — 6,017,558
- 65,525,019 — 65,525,019
Other noncurrent assets
Noncurrent portion of:
Lease receivable - 2,054,276 - 2,054,276
Notes receivable — 955,355 — 955,355
— 3,009,631 — 3,009,631

P263,300,382  P413,767,397 P37,592,357 PR714860,

The Group uses the following criteria to rate crediality:
Class Description
High Grade Financial assets that have a recogifitgedyn or
local third party rating or instruments which carry
guaranty/collateral.

Standard Grade Financial assets of companies délvatthe apparent
ability to satisfy its obligations in full.



The credit qualities of the financial assets wastednined as follows:

Cash in banks and cash equivalents and short-terestiment are classified as high
grade, since these are deposited or transactedreptitable banks which have low
probability of insolvency.

Receivables, deposits and other noncurrent assetlassified as standard grade,
since these pertain to receivables considered ascured from third parties with
good paying habits.

The following tables provide the analysis of fineh@ssets that are past due but not
impaired and past due and impaired:

2013

Aging analysis of financial assets past due but hanpaired Past due and
31 to 60 days 61 to 90 days > 90 days Total Impad Total
Receivables:
Franchisees B— B- B- B— B214,342 B214,342
Suppliers 1,601,652 868,379 2,350,223 4,820,254 15,565,934 20,386,188
Employees — — — - 539,921 539,921
Store operators — - — - 365,801 365,801
Rent - - - - 2,274,184 2,274,184
P1,601,652 P868,379 P2,350,223 P4,820,254 P18,960,182 P23,780,436
2012
Aging analysis of financial assets past due buimpgired Past due and
31 to 60 days 61 to 90 days > 90 days Total Impgaire Total
Receivables:
Franchisees B = = =3 B214,342 B214,342
Suppliers 9,537,555 8,726,274 11,101,267 29,365,096 5,804,455 35,169,551
Employees - - - - 391,918 391,918
Store operators - - - - 365,801 365,801
Rent - - - — 1,450,745 1,450,745
P9,537,555 B8,726,274 P11,101,267 P29,365,096 B8,227,261 P37,592,357

Receivables from suppliers are noninterest-beamjare generally on 30 day to 90
day terms.

There are no significant concentrations of cradk within the Group.

Liquidity Risk

Liquidity risk is the risk that an entity will enaater difficulty in meeting obligations
associated with financial instruments. The Groegks to manage its liquidity profile
to be able to finance its capital expenditures sardice its maturing debts. To cover
for its financing requirements, the Group intera@sde internally generated funds and
sales of certain assets.

As part of its liquidity risk management prograrhe tGroup regularly evaluates
projected and actual cash flow information and icamusly assesses conditions in
the financial markets for opportunities to pursued raising initiatives. The Group
uses historical figures and experiences and forecdgollections and disbursements.
These initiatives may include drawing of loans frbra approved credit line intended
for working capital and capital expenditures pugsand equity market issues.

The tables below summarize the maturity profiléhef financial assets of the Group:



2013

More than More than
Three months  three months one year More than
or less to one year to five years five years Total
Cash and cash equivalents
Cash on hand and in banks B922,422,571 B— B— B-  PB922,422,571
Cash equivalents 50,580,062 - — — 50,580,062
973,002,633 — - — 973,002,633
Short-term investment 10,810,229 - - - 10,810,229
Receivables
Franchisees 379,329,782 - - - 379,329,782
Suppliers 28,271,501 4,820,254 - - 33,091,755
Employees 14,396,862 - - - 14,396,862
Store operators 12,181,205 — — — 12,181,205
Rent 2,486,280 - - - 2,486,280
Due from PFI 3,118,978 - - - 3,118,978
Current portion of:
Lease receivable 1,955,265 1,130,849 - - 3,086,114
Notes receivable 1,033,914 - - - 1,033,914
Insurance receivable - 585,057 - - 585,057
Others 1,358,499 - - - 1,358,499
444,132,286 6,536,160 — - 450,668,446
Deposits
Utilities - - 42,509,396 - 42,509,396
Refundable - - 34,871,384 - 34,871,384
Others — — 4,487,223 - 4,487,223
— — 81,868,003 — 81,868,003
Other noncurrent asset
Noncurrent portion of lease receivable — — 559,441 — 559,441
- - 559,441 - _
P1,427,945,148 B6,536,160 B82,427,444 B— BB, 752
2012
More than More than
Three months  three months one year More than
or less to one year to five years five years Total
Cash and cash equivalents
Cash on hand and in banks B367,285,569 B- B- P367,285,569
Cash equivalents 48,000,000 - - - 48,000,000
415,285,569 — - — 415,285,569
Short-term investment 10,632,115 — — — 10,632,115
Receivables
Franchisees 184,229,871 - - - 184,229,871
Suppliers 104,343,424 29,365,096 - - 133,708,520
Employees 12,601,291 - - - 12,601,291
Store operators 19,086,393 - — — 19,086,393
Rent 4,187,928 - - - 4,187,928
Due from PFI - 1,637,912 - - 1,637,912
Current portion of:
Lease receivable 339,448 1,054,612 - - 1,394,060
Notes receivable 201,610 1,201,734 - - 1,403,344
Insurance receivable - 614,135 - - 614,135
Others 15,734,389 — — — 15,734,389
340,724,354 33,873,489 - — 374,597,843
Deposits
Utilities - - 33,663,791 - 33,663,791
Refundable - - 25,843,670 - 25,843,670
Others — — 6,017,558 - 6,017,558
— — 65,525,019 — 65,525,019
Other noncurrent assets
Noncurrent portion of:
Lease receivable - - 2,054,276 - 2,054,276
Notes receivable - - 955,355 - 955,355
— — 3,009,631 — 3,009,631
B766,642,038 B33,873,489 B 68,534,650 B- BBBY,77




The tables below summarize the maturity profiléhef financial liabilities of the

Group based on remaining undiscounted contrachlajadions:

2013
More than
three
Three months months More than
or less to one year one year Total

Bank loans P350,000,000 PB210,000,000 B- P560,000,000

Accounts payable and accrued expenses
Trade payable 1,575,446,279 - — 1,575,446,279
Utilities 71,354,276 - - 71,354,276
Rent 58,097,685 - - 58,097,685
Employee benefits 39,622,810 - - 39,622,810
Advertising and promotion 37,844,609 - - 37,844,609
Outsourced services 24,844,921 - - 24,844,921
Bank charges 13,487,060 - - 13,487,060
Security services 3,375,831 - - 3,375,831
Interest 1,947,803 - - 1,947,803
Others 46,682,215 - - 46,682,215
1,872,703,489 - — 1,872,703,489

Other current liabilities
Non-trade accounts payable 43,501,002 319,007,352 - 362,508,354
Retention payable - 48,466,743 - 48,466,743
Employee related liabilities 27,210,000 - - 27,210,000
Royalty 16,305,559 - - 16,305,559
Service fees payable - 10,381,467 - 10,381,467
Others — 10,561,844 — 10,561,844
87,016,561 388,417,406 - 475,433,967
Cumulative redeemable preferred shares 6,000,000 — 6,000,000
B2,315,720,050 B598,417,406 B- P2,914,137,456
2012
More than
Three months three months More than
or less to one year one year Total

Bank loans B457,777,778 B20,000,000 B— BA477,777,778

Accounts payable and accrued expenses
Trade payable

Utilities

Rent

Employee benefits
Advertising and promotion
Outsourced services
Bank charges

Security services

Interest

Others

1,077,213,586 -
55,148,912 -
51,355,557 -
22,772,206 -
8,754,528 -
14,531,473 -
3,361,310 -
3,860,300 -
1,522,329 -
22,769,788 -

1,077,213,586
55,148,912
51,355,557
22,772,206
8,754,528
14,531,473
3,361,310
3,860,300
1,522,329
22,769,788

1,261,289,989 -

1,261,289,989

Other current liabilities

Non-trade accounts payable 47,226,209 375,957,634 - 423,183,843
Retention payable - 24,673,598 - 24,673,598
Employee related liabilities 2,481,125 - - 2,481,125
Royalty 12,579,753 - - 12,579,753
Service fees payable - 20,586,182 - 20,586,182
Others - 4,990,644 - 4,990,644

62,287,087 426,208,058 - 488,495,145
Cumulative redeemable preferred shares 6,000,000 — — 6,000,000

P1,787,354,854 B446,208,058

B—- P2,233,562,912

Interest Rate Risk

Interest rate risk is the risk that the fair valefuture cash flows of a financial
instrument will fluctuate because of changes inkaamterest rates. The Group’s



fair value and cash flows interest rate risk maanfige from bank loans with floating

interest rates. The Group is expecting to suhsténteduce the level of bank loans
over time. Internally generated funds coming frasncash generating units and from
its franchising business will be used to pay offstanding debts and consequently
reduce the interest rate exposure.

The maturity profile of financial instruments treae exposed to interest rate risk are
as follows:

2013 2012
Due in less than one year B560,000,000 B477,777,778
Rate 2.5%-3.3% 3.30%-3.75%

Interest of financial instruments classified asfiog rate is repriced at intervals of 30
days. The other financial instruments of the Grthat are not included in the above
tables are noninterest-bearing and are therefdrsulject to interest rate risk.

The following table demonstrates the sensitivityatoeasonably possible change in
interest rates, with all other variables held canstof the Group’s income before
income tax (through the impact on floating raterbaings):

2013 2012
Increase/ Effect on Increase/ Effect on
Decrease in Income Before Decrease in Income Before
Basis Points Income Tax Basis Points Income Tax
Bank loans - floating interest rate +100 (B5,600,000) +100 (BR4,777,778)
-100 B5,600,000 -100 4,777,778

There is no other impact on the Group’s equity otiran those already affecting
profit or loss.

Foreign Exchange Risk

Foreign exchange risk is the risk to earnings pitabarising from changes in foreign
exchange rates. The Group’s foreign exchange expagises from holding foreign
currency denominated rates, cash and cash equisaleans and receivables and
merchandise sale to foreign entity. In order taabeé this exposure, the Group has
some sales denominated in foreign currency and taiagh a foreign currency
accounts in a reputable commercial bank. The Gdogs not enter into derivatives to
hedge the exposure. The Group’s cash and recesvald@ominated in foreign
currency and converted into Peso using the closkahange rates at each balance
sheet date are summarized below.

2013 2012
Dollar Peso Dollar Peso
Cash in banks $94,533 P4,197,265 $141,607 B5,812,967
Receivables — — 27,049 1,110,362

$94,533 P4,197,265 $168,656 P6,923,329

As at December 31, 2013 and 2012, the closing imak currency exchange rate is B
44.40 and B41.05 to US$1, respectively.

The following table represents the impact on theupts income before income tax
brought about by reasonably possible changes i ResDollar exchange rate



(holding all other variables constant) as at Deam4, 2013 and 2012 until its next
financial reporting date:

Change in Peso to Dollar Effect on Income

Exchange Rate before Income Tax

2013 Increase by 8.16% (R342,497)
Decrease by 8.16% 342,497

2012 Increase by 6.36% (B440,323)
Decrease by 6.36% 440,323

There is no other effect on the Company’s equityeothan those already affecting
profit or loss.

31. Capital Management

The primary objective of the Group’s capital mamagat is to ensure that it
maintains a strong credit rating and healthy chp##ios in order to support its
business and maximize shareholder value.

In the light of changes in economic conditions, tBeoup manages dividend

payments to shareholders, pay-off existing del#yrn capital to shareholders or
issue new shares. The Group mainly uses finarftorg local banks. The Group

considers equity contributed by shareholders astatagfhe Group manages its
capital structure by keeping a net worth of betw@@¥ to 50% in relation to its total

assets. The Group’s net worth ratio is 43% and 42%t December 31, 2013 and
2012, respectively. No changes were made in tliectbes, policies and processes
during the year.

2012
(As restated -
2013 Note 2)
Common stock B459,121,573 B399,325,661
Additional paid-in capital 293,525,037 293,525,037
Retained earnings 1,810,521,305 1,227,553,509
2,563,167,915 1,920,404,207
Less cost of shares held in treasury 2,923,246 2,923,246
P2,560,244,669 B1,917,480,961
Total assets B5,961,773,332 B4,571,816,164
Net worth 43% 42%

As at December 31, 2013 and 2012, the Group wastalsheet its objective.

32. Significant Agreements

a. Franchise Agreements
The Group has various store franchise agreemertts third parties for the
operation of certain stores. The agreement inslualeone-time franchise fee
payment and an annual 7-Eleven charge for the liisee, which is equal to a
certain percentage of the franchised store’s guosf#. Details follows:




2013 2012 2011
Franchise revenue B1,265,753,174 B602,379,025 P478,827,511
Franchise fee 101,500,115 81,193,802 55,198,201
P1,367,253,289 B683,572,827 B534,025,712

Receivable from franchisees as at December 31, 208132012 amounted to B
379,544,124 and R184,444,213, respectively (seesN, 29, and 30). The
Company also has outstanding deposits payableatwlifsees amounting to B
99,370,298 and B89,860,690 as at December 31,&01.2012, respectively (see
Note 14).

. Service Agreements

The Group has service agreements with third pafbeshe management and
operation of certain stores. In considerationgbgrthe store operator is entitled
to a service fee based on a certain percentagéeoktore’s gross profit and
operating expenses as stipulated in the serviceeawgnt. Service fees included
under outside services shown as part of “Outsidwicas in “General and

administrative expenses” amounted to P140,848j888013, B231,622,046 in

2012 and R174,464,102 in 2011 (see Note 19).

Commission Income

The Group has entered into agreements with a phare supplier and various

third parties. Under the arrangements, the Gr@upsecommission on the sale of
phone cards and collection of bills payments based certain percentage of net
sales and collections for the month and a fixedtiigmate. Commission income

amounted to B43,402,035, B67,396,391 and B3p23t 2013, 2012 and 2011,
respectively.

. 2010 Exclusivity Contract

The Group has also entered into a 3-year exclysoontract with a Third Party
soda manufacturer in the Philippines effective AgA10 to March 2013. The
contract indicates that the Third Party soda martufar will exclusively supply
all slurpee products of 7-Eleven. The Group reatigeone-time signing bonus
amounting to B4,464,286 upon the effectivity of #ixclusivity supply contract
amortized over three years. Income from exclugigdntract included as part of
“Marketing support funds” under “Marketing incomigr profit or loss amounted
to B372,023, R1,488,095 and B1,488,095 in 20032 and 2011, respectively
(see Note 20). Deferred revenue as at Decembeé203B and 2012 amounted to
nil and B372,024, respectively (see Note 16).

. 2010 Signing Bonus

In 2010, the Group collected a signing bonus amogrib B2,232,143 from one
of the Group’s food suppliers for awarding halftoé Group’s existing Hotdog
Stock Keeping Units (SKUs) to the food supplier fioe next five years starting
January 1, 2010. Income from exclusivity contiactuded as part of “Marketing
support funds” under “Marketing income” in profit lmss amounted to B446,429
in 2013, 2012 and 2011 (see Note 20). Deferredmes as at December 31, 2013
and 2012 amounted to P446,429 and B892,857 atesglg (see Note 16).



f.  MOA with Chevron Philippines, Inc.

The Group has entered into MOA with Chevron Philg, Inc. (CPI) on August
6, 2009, wherein CPI has granted the Group as amétbco-locator for a full
term of three-years to establish, operate andémcfrise its 7-Eleven stores in CPI
service stations. Both parties have identifiedCE2 service stations, wherein the
Group will give the Retailers of these serviceistat a Letter Offer to Franchise
(LOF) 7-Eleven stores. Upon acceptance of the ilRegaof the LOF, the
Retailers will sign a Store Franchise AgreementA)Skith the Group. If LOF is
not accepted by one of the 22 original serviceistatidentified, that service
station will be replaced with another mutually gutedle service station site.

Upon signing of the MOA, CPI executed a Caltex Ré&tgreement with each of
the 22 service station Retailers, which shall havlll term of three years and
which will be co-terminus with the SFA.

As at December 31, 2013 and 2012, the Group hasdjropened 32 and 37
franchised serviced stations, respectively.

33. Segment Reporting

The Group considers the store operations as itg lmminess segment based on its
primary business activity. Franchising, rentingpobperties and commissioning on

bills payment services are considered an integaatl @f the store operations. The
Group’s identified operating segments below aresistent with the segments

reported to the BOD, which is the Chief Operatirec3ion Maker of the Group.

The products and services from which the store aijmers derive its revenues from
are as follows:

* Merchandise sales

* Franchise revenue

* Marketing income

* Rental income

* Commission income
* Interest income

The aforementioned revenues are all revenues frbenrgl customers.



2013

The segment’s relevant financial information is@pws:

2012
(As restated
Note 2)

2011
(As restated
Note 2)

Revenue

Revenue from merchandise sales B14,133,649,192 B11,713,760,468

Franchise revenue 1,367,253,289

Marketing income 346,135,947
Rental income 48,341,871
Commission income 43,402,035
Interest income 7,165,804
Other income 214,886,062

683,572,827
375,768,257
45,751,718
67,396,391
5,377,093
123,025,663

B9,435,604,073
534,025,712
239,888,660

44,143,593
37,236,539

5,864,713
99,300,756

16,160,834,200

13,014,652,417

10,396,064,046

Expenses
Cost of merchandise sales 10,626,971,610
General and administrative expenses:

8,523,151,274

6,844,562,019

Depreciation and amortization 709,518,959 527,786,925 378,355,521
Others 3,810,866,107 3,257,088,253 2,633,222,071
Interest expense 16,247,890 16,596,830 16,024,647
Other expenses 13,799,871 14,595,186 4,806,251
15,177,404,437 12,339,218,468 9,876,970,509

Income Before Income Tax 983,429,763 675,433,949 519,093,537
Provision for Income Tax 300,802,114 210,257,926 162,330,278

Segment Profit B682,627,649

P465,176,023

P356,763,259

Segment Assets P5,961,773,332

P4,571,816,164

P3,741,817,964

Segment Liabilities P3,420,540,212

P2,662,650,411

P2,262,733,149

Capital Expenditure for the Year P1,179,270,536

P858,674,993

B717,091,736
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34. Provisions and Contingencies

The Group is a party to various litigations and claims.  All cases are in the normal course of
business and are not deemed to be considered as material legal proceedings. Further, the cases are
either pending in courts or under profest, the outcome of which are not presently determinable.
Management and its legal counsel belicve that the liability, if any, that may result from the
outcome of these litigations and claims will not materially affect their financial position or
financial performance.

As at December 31, 2013 and 2012, the Group has provisions amounting to B13.704,073 and
#7,066,290, respectively,

315 Mote to Consolidated Statements of Cash Flows

The principal non-cash transaction of the Group under financing activities pertains o the issuance
of stock dividends (see Note 1 7).
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INDEPENDENT AUDITORS' REPORT
ON SUPPLEMENTARY SCHEDULES

The Stockholders and the Board of Directors
Philippine Seven Corporation

7th Floor, The Columbia Tower

Ortigas Avenue, Mandaluyong City

We have audited in accordance with Philippine Standards on Auditing, the consolidated financial
statements of Philippine SBeven Corporation and Subsidiaries (the Group) as at December 31, 2013 and
2012 and for cach of the three yvears in the period ended December 31, 2013, included in this

Form 17-A, and have issued our report thereon dated February 20, 2014, Our andits were made for
the purpose of forming an opinion on the basic financial statements taken as a whole. The schedules
listed in the Index to the Consolidated Financial Statements and Supplementary Schedules are the
responsibility of the Group’s management. These schedules are presented for purposes of complying
with Securities Regulation Code Rule 68, As Amended (2011}, and are not part of the basic financial
statements. These schedules have been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, fairly state, in all material respects, the information
required to be set forth therein in relation to the basic financial statements taken as a whole,

SYCIP GORRES VELAYO & CO.

e B s

Julie Christine O_ Mateo
Fariner
CPA Centificate No. 93542
SLEC Accreditation No. 0780-AR-| (Group Aj,
February 2, 2012, valid until February 1, 2015
Tax Identification Mo. 198-819-116
BIR Accreditation No. 08-001998-68-2012,
April 11, 2012, valid until April 10, 20135
PTR No. 4225200, January 2, 2014, Makati City

February 20, 2014
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Philippine Seven Corporation ANNEX 1
Schedule of Receivables

2013 2012
Franchisees (Note 32) P379,544,124 P184,444,213
Suppliers 48,657,689 139,512,975
Employees 14,936,783 12,993,209
Store operators 12,547,006 19,452,194
Rent 4,760,464 5,638,673
Due from PhilSeven Foundation, Inc. (PFI)
(Note 25) 3,118,978 1,637,912
Current portion of:
Lease receivable - net of unearned interest
income amounting to B96,445 and
P197,221 as at December 31, 2013 and
2012, respectively (Notes 10 and 26) 3,086,114 1,394,060
Notes receivable (Notes 10, 29 and 30) 1,033,914 1,403,344
Insurance receivable 585,057 614,135
Others 1,358,499 15,734,389
469,628,628 382,825,104
Less allowance for impairment 18,960,182 8,227,261

P450,668,446 PB374,597,843

The classes of receivables of the Group are assll

e Suppliers - pertains to receivables from the Grsupippliers for display allowances,
annual volume discount and commission income frdfarént service providers.

¢ Franchisee - pertains to receivables for the irargribans obtained by the franchisees at
the start of their store operations.

* Employees - includes car loans, salary loans ast shortages from stores which are
charged to employees.

* Rent - pertains to receivables from sublease agretamwith third parties, which are
based on an agreed fixed monthly rate or as dgneen by the parties.

e Store operators - pertains to the advances givethitd party store operators under
service agreements.

Receivable from suppliers are non-interest beaaimfjare generally on 30 to 90 days terms.



ANNEX 2

PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE OF RETAINED EARNINGS
AVAILABLE FOR DIVIDEND DECLARATION

DECEMBER 31, 2013

The reconciliation of retained earnings availabledividend declaration as of December 31,
2013 follows:

Unappropriated retained earnings as of December 31,

2012 P1,172,941,755
Less: Deferred income tax asset (46,288,815)
Non-actual/unrealized income, net of tax
Accretion of interest incore (6,990,361)
Treasury shares (2,923,246)
Unrealized foreign exchange gain (684)
Unappropriated retained earnings as adjusted,
December 31, 2012 1,116,738,649

Net income during the year closed to retained egmi 654,001,042
Less: Non-actual unrealized income, net of tax

Accretion of interest income (1,139,998)
Movement in deferred income tax asset (16,266,413
Net income actually earned during the year 636,594,631
Less: Dividend declarations during the year (99,659,853)
Unappropriated retained earnings as adjusted,
December 31, 2013 P1,653,673,427

*Based on accretion of income per PAS 39 from 220561.



PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

ANNEX 3

FINANCIAL SOUNDNESS INDICATORS
DECEMBER 31, 2013

Ratios Formula In Php 2013 2012 % Change
. Current assets 2,606,079,897
Current Ratio Current liabilities 3,113,562,952 084 075 12.00%
Debt-to-equity ratio Total liabilities 3,420,540,212 1.35 1.39 -2.88%
quity Total stockholders’ equity 2,541,233,120
. . Total assets 5,961,773,332 } o
Asset-to-equity ratio Total stockholders’ equity 2.541,233,120 235 239 1.67%
Interest rate coverage ~ Earnings before interest and tax 999,677,653 o
ratio Interest expense 16,247,890 61.53 41.70 47.55%
Net income
) . " . 682,627,649
Net income margin Revenue from Merchandise 14.133.649,192 483% 3.97% 21.66%
Sales
Net income 682,627,649
Return on equity s (2,541,233,120+ 30.68% 27.46% 11.72

Ave. Total stockholders’ equity

1,909,165,753)/2




ANNEX 4

PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES
MAP OF THE RELATIONSHIP OF THE COMPANIES WITHIN
THE GROUP

DECEMBER 31, 2013

Ultimate Parent Company

President Chain Store Corporation (100.00%)

Intermediate Parent Company

President Chain (BVI) Holdings, Limited (100.00%)

Immediate Parent Company

PCS (Labuan) Holdings, Limited (51.56%)

Reporting Company

Philippine Seven Corporation (100%)

Subsidiary Subsidiary
Convenience Distribution, Inc. Store Sites Holding, Inc.



ANNEX 5

PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE OF ALL THE EFFECTIVE
STANDARDS AND INTERPRETATIONS

AS OF DECEMBER 31, 2013

PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS Adopted
Effective as of December 31, 2013

Not Not
Adopted | Applicable

Framework for the Preparation and Presentation of Financal

Statements N
Conceptual Framework Phase A: Objectives and qualitative
characteristics

PFRSs Practice Statement Management Commentary v

Philippine Financial Reporting Standards

PFRS 1 First-time Adoption of Philippine Financial Reporting v
(Revised) Standards

Amendments to PFRS 1 and PAS 27: Cost of an N
Investment in a Subsidiary, Jointly Controlled Entity|or v
Associate

Amendments to PFRS 1: Additional Exemptions for v v
First-time Adopters

Amendment to PFRS 1: Limited Exemption from v v
Comparative PFRS 7 Disclosures for First-time
Adopters

Amendments to PFRS 1: Severe Hyperinflation and N N
Removal of Fixed Date for First-time Adopters

Amendments to PFRS 1: Government Loans v v

Amendment to PFRS 1: Meaning of Effective PFRSs v v
PFRS 2 Share-based Payment v N

Amendments to PFRS 2: Vesting Conditions and v v

Cancellations

Amendments to PFRS 2: Group Cash-settled Share- J v

based Payment Transactions

Amendment to PFRS 2: Definition of Vesting

Condition* Not Early Adopted

PFRS 3 Business Combinations v v

(Revised) Amendment to PFRS 3: Accounting for Contingent

Consideration in a Business Combination* Not Early Adopted

Amendment to PFRS 3: Scope Exceptions for Joint

Arrangements* Not Early Adopted




ANNEX 5

PHILIPPINE FINANCIAL REPORTING STANDARDS AND

Not Not
INTERPRETATIONS Adopted .
Effective as of December 31, 2013 Aol
PFRS 4 Insurance Contracts N N
Amendments to PAS 39 and PFRS 4: Financial N N
Guarantee Contracts
PFRS 5 Non-current Assets Held for Sale and Discontinued v v
Operations
PFRS 6 Exploration for and Evaluation of Mineral Resources v v
PFRS 7 Financial Instruments: Disclosures

Amendments to PAS 39 and PFRS 7: Reclassification v
of Financial Assets

Amendments to PAS 39 and PFRS 7: Reclassificatiopn v
of Financial Assets - Effective Date and Transition

Amendments to PFRS 7: Improving Disclosures about v
Financial Instruments

Amendments to PFRS 7: Disclosures - Transfers of v
Financial Assets

Amendments to PFRS 7: Disclosures - Offsetting N
Financial Assets and Financial Liabilities

Amendments to PFRS 7: Mandatory Effective Date |of v
PFRS 9 and Transition Disclosures

PFRS 8 Operating Segments v

Amendments to PFRS 8: Aggregation of Operating
Segments and Reconciliation of the Total of the Not Early Adopted
Reportable Segments’ Assets to the Entity’s Assets?

PFRS 9 Financial Instruments * Not Early Adopted

Amendments to PFRS 9: Mandatory Effective Date |of

PFRS 9 and Transition Disclosures* Not Early Adopted

PFRS 10 Consolidated Financial Statements v | |

Amendments to PFRS 10: Investment Entities* Not Earlgpidd

PFRS 11 Joint Arrangements

PFRS 12 Disclosure of Interests in Other Entities

Amendments to PFRS 12: Investment Entities* Not Eadgpted

PFRS 13 Fair Value Measurement

Amendment to PFRS 13: Short-term Receivables and
Payables

Amendment to PFRS 13: Portfolio Exception* Not Early pthal




ANNEX 5

PHILIPPINE FINANCIAL REPORTING STANDARDS AND Not Not
INTERPRETATIONS Adopted .
Effective as of December 31, 2013 etapiel | AplieEt
Philippine Accounting Standards
PAS 1 Presentation of Financial Statements
(Revised) Amendment to PAS 1: Capital Disclosures
Amendments to PAS 32 and PAS 1: Puttable Financial v N
Instruments and Obligations Arising on Liquidation
Amendments to PAS 1: Presentation of ltems of v
Comprehensive Income
PAS 2 Inventories
PAS 7 Statement of Cash Flows
PAS 8 Accounting Policies, Changes in Accounting Estimates
and Errors
PAS 10 Events after the Reporting Period v
PAS 11 Construction Contracts v
PAS 12 Income Taxes v
Amendment to PAS 12 - Deferred Tax: Recovery of v
Underlying Assets
PAS 16 Property, Plant and Equipment v
Amendment to PAS 16: Revaluation Method -
Proportionate Restatement of Accumulated Not Early Adopted
Depreciation*
PAS 17 Leases N
PAS 18 Revenue v
PAS 19 Employee Benefits v
Amendments to PAS 19: Actuarial Gains and Losses, v
Group Plans and Disclosures
PAS 19 Employee Benefits v
(Amended) Amendments to PAS 19: Defined Benefit Plans: Not Early Adopted
Employee Contribution* y P
PAS 20 Accounting for Government Grants and Disclosure pof N
Government Assistance
PAS 21 The Effects of Changes in Foreign Exchange Rates
Amendment: Net Investment in a Foreign Operation
PAS 23 Borrowing Costs
(Revised)
PAS 24 Related Party Disclosures v
(Revised)

Amendments to PAS 24: Key Management Personr

el*

Not Baldpted




ANNEX 5

PHILIPPINE FINANCIAL REPORTING STANDARDS AND Not Not
INTERPRETATIONS Adopted Adooted | Applicable
Effective as of December 31, 2013 P PP
PAS 26 Accounting and Reporting by Retirement Benefit Plans v v
PAS 27 Consolidated and Separate Financial Statements v v
PAS 27 Separate Financial Statements N N
A ded —
(Amended) Amendments to PAS 27: Investment Entities* Not Early ptdd
PAS 28 Investments in Associates v
PAS 28 Investments in Associates and Joint Ventures v
(Amended)
PAS 29 Financial Reporting in Hyperinflationary Economies v v
PAS 31 Interests in Joint Ventures v N
PAS 32 Financial Instruments: Presentation v

Amendments to PAS 32 and PAS 1: Puttable Financial v N

Instruments and Obligations Arising on Liquidation

Amendment to PAS 32: Classification of Rights Issues v N

Amendments to PAS 32: Offsetting Financial Assetg v

and Financial Liabilities

Amendments to PAS 32: Offsetting Financial Assetg

and Financial Liabilities* Not Early Adopted
PAS 33 Earnings per Share
PAS 34 Interim Financial Reporting
PAS 36 Impairment of Assets

Amendments to PAS 36: Recoverable Amount

Disclosures for Non-Financial Assets* Not Early Adopted
PAS 37 Provisions, Contingent Liabilities and Contingent v

Assets
PAS 38 Intangible Assets v

Amendments to PAS 38: Revaluation Method -

Proportionate Restatement of Accumulated Not Early Adopted

Amortization*
PAS 39 Financial Instruments: Recognition and Measurement

Amendments to PAS 39: Transition and Initial

Recognition of Financial Assets and Financial

Liabilities

Amendments to PAS 39: Cash Flow Hedge Accounting v v

of Forecast Intragroup Transactions

Amendments to PAS 39: The Fair Value Option v v




ANNEX 5

PHILIPPINE FINANCIAL REPORTING STANDARDS AND

Not Not
INTERPRETATIONS Adopted )
Effective as of December 31, 2013 Adopted | Applicable
Amendments to PAS 39 and PFRS 4: Financial v v

Guarantee Contracts

Amendments to PAS 39 and PFRS 7: Reclassificatiopn v
of Financial Assets

Amendments to PAS 39 and PFRS 7: Reclassificatiopn v
of Financial Assets - Effective Date and Transition

Amendments to Philippine Interpretation IFRIC-9 apd v v
PAS 39: Embedded Derivatives
Amendment to PAS 39: Eligible Hedged Items v v

Amendments to PAS 39: Novation of Derivatives and

Continuation of Hedge Accounting* Not Early Adopted

PAS 40 Investment Property v | |

Amendments to PAS 40: Clarifying the
Interrelationship between PFRS 3 and PAS 40 when
Classifying Property as Investment Property or Owner-
Occupied Property*

Not Early Adopted

PAS 41 Agriculture N | | N

Interpretations

IFRIC 1 Changes in Existing Decommissioning, Restorationjand v
Similar Liabilities

IFRIC 2 Members’ Share in Co-operative Entities and Similar N N
Instruments

IFRIC 4 Determining Whether an Arrangement Contains a Lease v

IFRIC 5 Rights to Interests arising from Decommissioning, v v
Restoration and Environmental Rehabilitation Funds

IFRIC 6 Liabilities arising from Participating in a Specific v v
Market - Waste Electrical and Electronic Equipment

IFRIC 7 Applying the Restatement Approach under PAS 29 v v

Financial Reporting in Hyperinflationary Economies

IFRIC 8 Scope of PFRS 2

IFRIC 9 Reassessment of Embedded Derivatives

Amendments to Philippine Interpretation IFRIC - 9 and

PAS 39: Embedded Derivatives
IFRIC 10 Interim Financial Reporting and Impairment v v
IFRIC 11 PFRS 2- Group and Treasury Share Transactions v v
IFRIC 12 Service Concession Arrangements v v
IFRIC 13 Customer Loyalty Programmes v




ANNEX 5

PHILIPPINE FINANCIAL REPORTING STANDARDS AND

Not Not
INTERPRETATIONS Adopted .
Effective as of December 31, 2013 etapiel | AplieEt
IFRIC 14 The Limit on a Defined Benefit Asset, Minimum v v
Funding Requirements and their Interaction
Amendments to Philippine Interpretations IFRIC- 14, v N
Prepayments of a Minimum Funding Requirement
IFRIC 15 Agreements for the Construction of Real Estate* Not Badigpted
IFRIC 16 Hedges of a Net Investment in a Foreign Operation v v
IFRIC 17 Distributions of Non-cash Assets to Owners v N
IFRIC 18 Transfers of Assets from Customers Vv N
IFRIC 19 Extinguishing Financial Liabilities with Equity v v
Instruments
IFRIC 20 Stripping Costs in the Production Phase of a Surface v v
Mine*
IFRIC 21 Levies (IFRIC 21)* Not Early Adopted
SIC-7 Introduction of the Euro
SIC-10 Government Assistance - No Specific Relation to
Operating Activities
SIC-15 Operating Leases - Incentives
SIC-25 Income Taxes - Changes in the Tax Status of an Entity v
or its Shareholders
SIC-27 Evaluating the Substance of Transactions Involving|the v
Legal Form of a Lease
SIC-29 Service Concession Arrangements: Disclosures
SIC-31 Revenue - Barter Transactions Involving Advertising
Services

* Standards and interpretations which will beconfieetive subsequent to December 31, 2013.



PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULES REQUIRED BY ANNEX 68-E

DECEMBER 31, 2013

Schedule A. Financial Assets

Number of shares

Valued based on

or principal Amount shown market quotations Income
Name of issuing entity and amount of bonds in the balance at end of reporting received and
association of each issue and notes sheet period accrued
Loans and Receivables
Cash and cash equivalents N/A R973,002,633 N/A B4,154,524
Short-term investment N/A 10,810,229 N/A 195,561
Receivables N/A 450,668,446 N/A 88,851
Deposits N/A 81,868,003 N/A 2,529,649
Other current assets N/A 559,441 N/A -
B1,516,908,752 P6,968,585
Schedule B. Amounts Receivable from Directors, Gffers, Employees, Related
Parties and Principal Stockholders (Other than Relted Parties)
Balance of Amounts Non Balance at
Name and Designation Beginning Amounts  Written end of
of debtor of Period Additions collected off Current Current period

AUDIT - Internal Cont P182,998 P4,085 R19,122 - B P61,829 P106,132 PR167,961
AUDIT - Inventory 100,089 2,181 7,784 - 23,713 70,773 94,486
BDD - Common 47,644 2,241 37,786 - 12,092 7 12,099
BDD - Const & Design 607,684 13,119 59,858 - 179,727 381,218 560,945
BDD - Fran Mktg &

Ping 577,387 12,527 71,196 - 219,343 299,375 518,718
BDD - Site Acqui

North 526,106 12,134 72,483 - 170,206 295,551 465,757
BDD - Site Acqui

South 658,814 14,599 61,253 - 205,274 406,886 612,160
FIN - Accounting 250,240 5,575 18,683 - 55,649 181,483 237,132
FIN - Finl Mngt - 302,250 6,228 - 50,122 245,900 296,022
FIN - Tax - 286,283 11,711 - 47,482 227,090 274,572
HRAD - Common 326,392 7,165 31,138 - 102,210 200,209 302,419
HRAD - ESD 214,144 4,684 13,701 - 37,871 167,256 205,127
HRAD - Labor Rel &

Plang 187,481 4,104 11,832 - 32,464 147,289 179,753



Balance of Amounts Balance at
Name and Designation Beginning Amounts  Written Non end of
of debtor of Period Additions collected  off Current Current period

MIS - Bus Systems B291,910 B6,296 P18,683 B- B52,420 P227,103 B279,523
MIS - IT Support 228,169 5,032 18,683 - 57,768 156,750 214,518
MKTG - Common 221,226 4,914 53,670 - 122,244 50,226 172,470
MKTG - Food Cat 685,177 17,046 51,634 - 150,513 500,076 650,589
MKTG - Food Service 446,073 187,371 49,192 - 168,762 415,490 584,252
MKTG - Masterdata 91,122 2,238 19,122 - 71,903 2,335 74,238
MKTG - Non Food Cat 267,037 182,295 33,653 - 131,418 284,261 415,679
MKTG - Support 75,709 1,679 4,982 - 13,979 58,427 72,406
OPS - Central 95,003 2,127 11,155 - 37,214 48,761 85,975
OPS - Common 175,238 3,962 31,871 - 118,848 28,481 147,329
OPS - East - 480,796 13,493 - 79,579 387,724 467,303
OPS - Northl 28,546 178,381 23,201 - 39,949 143,777 183,726
OPS - North2 282,033 6,312 21,796 - 65,528 201,021 266,549
OPS - North3 98,424 177,192 11,155 - 65,944 198,517 264,461
OPS - South 489,242 8,157 33,773 - 108,405 355,221 463,626
OPS - South2 119,727 178,945 10,898 - 64,001 223,773 287,774
OPS - Support 122,442 2,694 10,898 - 34,720 79,518 114,238
OPS - West 205,077 4,618 18,683 - 59,520 131,492 191,012
OPS - Zone 1 154,397 3,309 19,122 - 65,311 73,273 138,584
OPS - Zone 2 45,555 178,536 26,388 - 54,431 143,272 197,703
OTP - Corp Planning 203,794 4,431 15,235 - 45,381 147,609 192,990
PRD - Common 400,294 5,892 127,590 - 107,161 171,435 278,596
VR - Visayas Region 672,504 13,269 136,665 - 279,880 269,228 549,108
Various Employees

Loan 3,915,531 4,243,744 3,102,309 - - - 4,716,976

TOTAL

P12,993,209 P6,570,183 P4,286,626

B-

P3,192,861 P7,026,939 P14,936,783




Schedule C. Amounts Receivable from Related Parg8ewnhich are eliminated
during the consolidation of financial statements

Name and Designation Bala_nce_z of . Amounts Ampunts Non Balance at
Beginning  Additions Written Current end of
of Debtor . collected Current .
of Period off period
CONVENIENCE
DISTRIBUTION,INC. P919,338 P4,619,626 R1,871,676 - PB3,667,288 - PBP3,667,288
-Subsidiary
STORE SITES
HOLDINGS,INC.- 218,848 954,411 797,173 - 376,086 - 376,086
Subsidiary

Schedule D. Intangible Assets - Other Assets

Charged to Chargedto Other Charges

Description Beginning  Additions at cost and other additions Ending
balance cost X balance
expenses accounts (deductions)
Software & P1,183,651  B3,019,195 P1,316,561 B B-  P2,886,285
Program Cost
Goodwill 65,567,524 - — - - 65,567,524

Schedule E. Long Term Debt

Amount shown under

Title of Issue and type Amqunt caption "Current portion of Amount shown undgzr caption
o authorized by e " Long Term Debt" in related
of obligation . long-term debt" in related "
indenture balance sheet
balance sheet
NONE - - -

Schedule F. Indebtedness to Related Parties (Longeiim Loans from Related
Companies)

Balance of beginning of period Balance of end of period

NONE - -

Schedule G. Guarantees of Securities of Other Isstse

Name of issuing entity of Title of issue of Total amount Amount owned by

securities guaranteed by  each class of Laranteed and erson for which Nature of
the company for which securities 9 ) P e Guarantee
. L outstanding statement is filed
this statement is filed guaranteed
NONE — — — SCHEDULE.V
Schedule H. Capital Stock
Number of Number of
Number of shares issued shares reserved Number of Directors,
Title of and outstanding for options, shares held  officers
Shares Others
Issue . as shown under  warrants, by related and
authorized . .
related balance conversion and  parties employees
sheet caption other rights
COMMON 600,000,000 458,435,323 — 236,376,070 14,313,785 207,745,468

STOCK



