7th Floar, The Columbia Tower, Ortigas Avenue, Mandaluyong City 1550 Philippines
Telephone Nos. (632) 724-44-41 to 53/ 705-52-00
www.7-eleven.com.ph

ﬂz PHILIPPINE SEVEN CORPORATION

May 13, 2016

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

Attention: JANET A. ENCARNACION
Head, Disclosures Department

Re: SEC Form 17-C

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,
PHILIPPINE SEVEN CORPORATION

By:

ATTY. EVELYN S. ENRIQUEZ

Corporate Secretary
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Item 9. Other Events

The members of the Board of Directors of PHILIPPINE SEVEN CORPORATION (PSC or
the “Corporation”), in its Meeting of April 28, 2016 held at the PSC Boardroom, 11" Floor
The Columbia Tower, Ortigas Avenue, Mandaluyong City, there being a quorum,
unanimously approved a cash dividend declaration of Fifty Five Centavos (Php0.55) per
share on the outstanding capital stock of the Corporation of 458,435,323 shares or
equivalent to Php 252,139,428.00. The record date for entitlement to said cash dividend
shall be on May 12, 2016 and the payment date shall be on May 26, 2016.

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

1. Certification 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 requirement of the Securities Regulation Code, the registrant has duly

caused this report to be signed on its behalf by the undersigned duly authorized for the
purpose.

PHILIPPINE SEVEN CORPORATION

%W

EVELYN S. ENR QUE
Corporate Secretary



REPUBLIC OF THE PHILIPPINES)
MANDALUYONG OTY )S.S.

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 swom
in accordance with law, hereby depose and certify that:

1. 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 Boardroom, 11 Floor, The Columbia Tower, Ortigas
Avenue, Mandaluyong City, on 28 April 2016, 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 declaration of cash dividend in the amount of Fifty Five
Centavos (Php0.55) per share on the outstanding capital stock of the Corporation of 458,435,323
shares or equivalent to Php 252,139,428.00. The record date for entitlement to said cash
dividend shall be on May 12, 2016, which is not less than 10 days nor more than 30 days from
the declaration and the payment date shall be on May 26, 2016, 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 entitled to receive the same in the amounts due them based on the
above-mentioned declaration, less any applicable tax, which checks shall be drawn from the bank
account of the Corporation opened and maintained for the said purpose.

MANUEL PATRICIO C. MALABANAN - Senior Vice President
OLIVER L. GALVEZ - Senior Manager

“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 to implement the foregoing resolution.”

APR 22 .
IN WITNESS WHEREOF, | have hereunto set my hand this ___ day of

2016 at Mandaluyong City.
é\gl/E%_YN S. ENRIQUEZ

Corporate Secretary

APR 2 2 2016
SUBSCRIBED AND SWORN, to before me this day of

, at Philippines,

Page No.:
Book No.. - ; % '
Series of 2016 Nojiry Public ;
intill HFec. 31, 201
Roll No. 571951, IBP No. 20&7529/04 jan‘0210615
MCiF Compliance No. \’AU(‘MS}MT.J l'teb. 2
PIK No. 261349504 Mandaluyong City

Page 1 of 1



REPUBLIC OF THE PHILIPPINES)
e : ) S.S.

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, on 28 April 2016, the Board of Directors of the
Corporation has declared Cash Dividend of Fifty Fie Gtovas(Php0.55) 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 08,
2016, 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 252,139,428.00.

IN WITNESS WHEREOF, | have hereunto set my hand &' 1 % &5 of
2016 at City.

EVELYN S. ENRIW

Corporate Secretary

SUBSCRIBED AND SWORN, to before me thi§AY I 2 20igay of
, at { HIVNnLr e \ Philippines,
affiants exhibited to me her her SSS ID No. 0372848505. ’

&)

NOTARY PUBLIC

Doc. No.: %_5 ‘
Page No..e_; ATTY. AYM ADTAC
A ALTT. AYMA AL#N 0. ARIAS
Boqk NO.L, otary Public
Series of 2016. Untill Dec. 31, 2016
Roll No. 57951, IBP No. 1017559/04 Jan. 2016
MCHE Comipliance No. \()')14537/_’9 Feb. 2016

PIK Nu. 264449504 Mandaluyong City

Page 1 of 1



COVER SHEET

for
AUDITED FINANCIAL STATEMENTS

SEC Registration Number
LL [ L] [afols]e]7]6]

COMPANY NAME
PIH|L|L|I[P|P]I[N[E S|E|V|E|N CIO|R[P[O|R|A|T|I]|O|N A

N|D S|Uu(B|S|I|D|I[A|R]I|E|S

PRINCIPAL OFFICE ( No./ Street/Barangay / City / Town / Province )

7|T|H FIL|O|O|R], TIH|E C(O|L{UIM[B]I [A TIOIW|E|R|,
O/R|T|I|G|A|S A|VIE|N[U|E|, M|{A|N|D|A|L|U[Y|O|N|G C
I {T|Y
Form Type Department requiring the report Secondary License Type, If Applicable
A[C|F|S S|E|C N/ |A

| COMPANY INFORMATION |

Company’s Email Address Company’s Telephone Number Mobile Number
- 705-5200 (0922) 879 2134
No. of Stockholders Annual Meeting (Month / Day) Fiscal Year (Month / Day)
630 07/16 12/31

CONTACT PERSON INFORMATION

The designated contact person MUST be an Officer of the Corporation

Name of Contact Person Email Address Telephone Number/s Mobile Number

Steve Chen pchen@7-eleven.com.ph 705-5241 -

CONTACT PERSON’s ADDRESS

7" Floor, The Columbia Tower, Ortigas Avenue, Mandalyong City

NOTE 1 : In case of death, resignation or cessation of office of the officer designated as contact person, such incident shall be reported to the
Commission within thirty (30) calendar days from the occurrence thereof with information and complete contact details of the new contact person
designated.

2 : Al Boxes must be properly and completely filled-up. Failure to do so shall cause the delay in updating the corporation’s records with
the Commission and/or non-receipt of Notice of Deficiencies. ~Further, non-receipt of Notice of Deficiencies shall not excuse the corporation from
liability for its deficiencies.



= ‘, SyCip Gorres Velayo & Co.  Tel: (632) 891 0307 BOA/PRC Reg. No. 0001,

P =’ — 6760 Ayala Avenue Fax: (632) 819 0872 December 14, 2015, valid until December 31, 2018
- 1226 Makati City ey.com/ph SEC Accreditation No. 0012-FR-4 (Group A),

Building a better Philippines November 10, 2015, valid until November 9, 2018
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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 Sdagelon Auditing, the consolidated financial
statements of Philippine Seven Corporation and iflisves (the Group) as at December 31, 2015 and
2014 and for each of the three years in the penatbd December 31, 2015, included in this

Form 17-A, and have issued our report thereon dagbduary 18, 2016. Our audits were made for
the purpose of forming an opinion on the basicrfoial statements taken as a whole. The schedules
listed in the Index to the Consolidated Financiat&nents and Supplementary Schedules are the
responsibility of the Group’s management. Thetedules are presented for purposes of complying
with Securities Regulation Code Rule 68, As Amen@1.1), and are not part of the basic financial
statements. These schedules have been subjedteridaditing procedures applied in the audit ef th
basic financial statements and, in our opinion)\fatate, in all material respects, the informatio
required to be set forth therein in relation to blasic financial statements taken as a whole.

SYCIP GORRES VELAYO & CO.

Belinda T. Beng Hui

Partner

CPA Certificate No. 88823

SEC Accreditation No. 0923-AR-1 (Group A),
March 25, 2013, valid until March 24, 2016

Tax Identification No. 153-978-243

BIR Accreditation No. 08-001998-78-2015,
June 26, 2015, valid until June 25, 2018

PTR No. 5321613, January 4, 2016, Makati City

February 18, 2016

A member firm of Ernst & Young Global Limited
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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 Philippine Seven Corporation
and Subsidiaries, which comprise the consolidated balance sheets as at December 31, 2015 and 2014,
and the consolidated statements of comprehensive income, statements of changes in equity and
statements of cash flows for each of the three years in the period ended December 31, 2015, 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 material 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 procedures 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 error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of 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 reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is sufﬁc1ent and appropriate to provide a basis for

1

our audit opinion. BUREAL
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SGV

Building a better
working world

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, 2015 and
2014, and their financial performance and their cash flows for each of the three years in the period
ended December 31, 2015 in accordance with Philippine Financial Reporting Standards.

SYCIP GORRES VELAYO & CO.

mdi T, vy o

Belinda T. Beng Hui

Partner

CPA Certificate No. 88823

SEC Accreditation No. 0923-AR-1 (Group A),
March 25, 2013, valid until March 24, 2016

Tax Identification No. 153-978-243

BIR Accreditation No. 08-001998-78-2015,
June 26, 2015, valid until June 25, 2018

PTR No. 5321613, January 4, 2016, Makati City

February 18,2016
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PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

December 31
2015 2014
ASSETS
Current Assets
Cash (Notes 4, 29 and 30) P875,978,073 R1,241,685,743

Short-term investment (Notes 4, 29 and 30) 10,983,401 10,884,130
Receivables (Notes 5, 29 and 30) 767,259,573 589,387,141
Inventories (Note 6) 1,568,498,726 1,165,094,076
Prepayments and other current assets (Note 7) 426,050,698 358,396,530
Total Current Assets 3,648,770,471 3,365,447,620
Noncurrent Assets
Property and equipment (Note 8) 4,753,670,268 3,558,089,998
Deposits (Notes 9, 29 and 30) 578,349,692 460,528,797
Deferred income tax assets - net (Note 27) 95,706,492 87,175,008
Goodwill and other noncurrent assets (Notes 10 and 30) 439,438,292 419,000,444
Total Noncurrent Assets 5,867,164,744 4,524,794,247
TOTAL ASSETS P9,515,935,215 P7,890,241,867
LIABILITIES AND EQUITY
Current Liabilities
Bank loans (Notes 11, 29 and 30) P£1,150,000,000 £750,000,000
Current portion of long-term debt (Notes 11, 29 and 30) 18,000,000 -
Accounts payable and accrued expenses

(Notes 12, 29 and 30) 2,366,121,396 2,445,160,713
Income tax payable 217,978,770 176,425,816
Other current liabilities (Notes 13, 25, 29 and 30) 1,224,521,642 853,722,638
Total Current Liabilities 4,976,621,808 4,225,309,167
Noncurrent Liabilities
Deposits payable (Note 14) 238,305,143 234,502,609
Net retirement obligations (Note 24) 100,870,628 100,404,074
Long-term debt - net of current portion (Notes 11, 29 and 30) 63,000,000 -
Deferred income tax liability (Note 27) 7,936,841 7,936,841
Cumulative redeemable preferred shares

(Notes 15, 29 and 30) 6,000,000 6,000,000
Deferred revenue - net of current portion (Note 16) 5,905,714 26,552,651
Total Noncurrent Liabilities 422,018,326 375,396,175
Total Liabilities 5,398,640,134 4,600,705,342
(Forward)
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December 31

2015 2014
Equity
Common stock (Notes 17 and 31) - B1 par value
Authorized - 600,000,000 shares
Issued - 459,121,573 shares £459,121,573 P459,121,573

Additional paid-in capital (Note 31) 293,525,037 293,525,037
Retained earnings (Notes 17 and 31):
Appropriated 2,450,000,000 -
Unappropriated 920,957,924  2,546,335,563
Other comprehensive income (loss):
Remeasurements loss on net retirement obligations - net of
deferred income tax asset (Notes 24 and 27) (21,905,502) (25,041,697)
Revaluation increment on land - net of deferred income tax
liability (Notes 8 and 27) 18,519,295 18,519,295
4,120,218,327 3,292,459,771
Cost of 686,250 shares held in treasury (Notes 17 and 31) (2,923,246) (2,923,246)
Total Equity 4,117,295,081 3,289,536,525

TOTAL LIABILITIES AND EQUITY

P9,515,935,215 P7,890,241,867

See accompanying Notes to Financial Statements.

l'[‘.:a'vg AP

e

Ruszmsj

- JIVISI N

A



PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2015

2014

2013

REVENUES
Revenue from merchandise sales
Franchise revenue (Note 32)

P22,400,931,697
2,440,671,360

P17,107,375,250
1,820,696,747

P14,133,649,192
1,460,656,787

Marketing income (Note 20) 735,221,454 463,413,150 380,793,855
Rental income (Note 26) 56,729,444 51,118,568 48,341,871
Commission income (Note 32) 46,919,684 39,214,967 43,402,035
Interest income (Note 22) 7,025,256 5,741,549 7,165,804
Other income 186,834,492 180,124,459 121,482,564
25,874,333,387 19,667,684,690 16,195,492,108
EXPENSES
Cost of merchandise sales (Note 18) 16,891,590,340 12,861,596,475 10,661,629,518
General and administrative expenses (Note 19) 7,463,588,865 5,516,373,836 4,520,385,066
Interest expense (Note 21) 33,991,623 16,195,818 16,247,890
Other expenses 25,310,558 18,249,864 13,799,871
24,414,481,386 18,412,415,993 15,212,062,345

INCOME BEFORE INCOME TAX 1,459,852,001 1,255,268,697 983,429,763
PROVISION FOR INCOME TAX (Note 27) 451,855,511 381,923,842 300,802,114
NET INCOME 1,007,996,490 873,344,855 682,627,649
OTHER COMPREHENSIVE INCOME

(LOSS) NOT TO BE RECLASSIFIED TO

PROFIT AND LOSS IN SUBSEQUENT

PERIODS
Revaluation increment on land - net of tax

(Note 8) - 15,289,400 -
Remeasurement gain (loss) on net retirement

obligations - net of tax (Note 24) 3,136,195 (2,800,253) (10,696,341)

TOTAL COMPREHENSIVE INCOME

P1,011,132,685

P885,834,002

P671,931,308

BASIC/DILUTED EARNINGS
PER SHARE (Note 28) P2.20 £1.91 P1.49
See accompanying Notes to Consolidated Financial Statements.
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PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2015, 2014 and 2013

Other Comprehensive Income

(Loss)
Remeasurement
Loss on Net Revaluation
Retirement Increment Treasury
Common Stock Additional Retained Earnings (Note 17) Obligations - on Land Stock
(Note 17) Paid-in Capital _ Appropriated Unappropriated Net of Tax Net of Tax Total (Note 17) Total

Balances at January 1, 2015 P459,121,573 293,525,037 P—  P2,546,335,563 (P25,041,697)  P18,519,295 $3,292,459,771  (P2,923,246) P3,289,536,525
Net income - - - 1,007,996,490 - - 1,007,996,490 - 1,007,996,490
Remeasurement gain on net retirement —

obligations - - = 3,136,195 - 3,136,195 - 3,136,195
Total comprehensive income — — — 1,007,996,490 3,136,195 — 1,011,132,685 — 1,011,132,685
Appropriations during the year - - 2,450,000,000 (2,450,000,000) = - - - -
Cash dividends (Note 17) - - - (183,374,129) - - (183,374,129) - (183,374,129)
Balances at December 31, 2015 P£459,121,573 $293,525,037  $£2,450,000,000  £920,957,924 (P21,905,502)  P18,519,295 P4,120,218,327  (P2,923,246) P4,117,295,081
Balances at January 1, 2014 P459,121,573 P293,525,037 P1,810,521,305 (P22,241,444) P3,229.895 P2,544,156,366  (B2,923,246) $2,541,233,120
Net income during the year - - 873,344,855 - - 873,344,855 - 873,344,855
Revaluation increment on land (Note 8) — /\ T - - 15,289,400 15,289,400 15,289,400
Remeasurement loss on net retirement * 3 \

obligations — / Ay = — (2,800,253) — (2,800,253) — (2,800,253)
Total comprehensive income - * _~ / 873,344,855 (2,800,253) 15,289,400 885,834,002 - 885,834,002
Cash dividends (Note 17) - 3 - / (137,530,597) - — (137,530,597) - (137,530,597)
Balances at December 31, 2014 P459,121,573 [ B293 505, BRI | P2,546,335,563 (P25,041,697)  P18,519,295 P3,292.459,771  (P2,923,246) P3,289,536,525

X v ] ; 7

Balances at January 1, 2013 P399,325,661 /ﬁ?Z%’bZS&L ,!{ P1,227,553,509 (P11,545,103) P3,229.895 P1,912,088,999  (P2,923,246) P1,909,165,753
Net income during the year = / > ) eco- / 682,627,649 - - 682,627,649 - 682,627,649
Remeasurement loss on net retirement S B N [l

obligations 3= _l/ 5? - / — (10,696,341) - (10,696,341) - (10,696,341)
Total comprehensive income 4% . L + / 682,627,649 (10,696,341) - 671,931,308 - 671,931,308
Stock dividends (Note 17) 59,7959J2 =~ e (59,795,912) = = _ - -
Cash dividends (Note 17) %\EL s = ] (39.863.941) - —__(39.863941) — (39.863.941)
Balances at December 31, 2013 P459,121,57 937525037 P1,810,521,305 (R22,241,444) P3,229,895 P2,544,156,366  (P2,923,246) £2,541,233,120

~_7

See accompanying Notes to Consolidated Financial Statements.
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PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31

2015

2014

2013

CASH FLOWS FROM OPERATING ACTIVITIES

Income before income tax
Adjustments for:

P1,459,852,001

P1,255,268,697

P983,429,763

Depreciation and amortization (Notes 8 and 19) 1,092,223,359 862,759,509 709,518,959
Interest expense (Note 21) 33,991,623 16,195,818 16,247,890
Amortization of:
Deferred revenue on exclusivity contract
(Notes 16 and 32) (25,000,000) (25,446,429) (818,452)
Deferred lease (Notes 10 and 26) 4,965,729 2,277,636 2,410,613
Software and other program costs
(Notes 10 and 19) 878,003 655,605 1,316,561
Deferred revenue on finance lease
(Notes 16 and 26) - (589,567) (589,567)
Net retirement benefits cost (Notes 23 and 24) 23,029,230 19,867,370 16,858,692
Interest income (Note 22) (7,025,256) (5,741,549) (7,165,804)
Unrealized foreign exchange loss (gain) (22,972) (24,209) 296,601
Noncash donation expense - 297,731 —
Operating income before working capital changes 2,582,891,717 2,125,520,612 1,721,505,256
Increase in:
Receivables (177,872,432) (120,327,092) (94,042,512)
Inventories (403,404,650) (264,244,185) (173,863,328)
Prepayments and other current assets (67,738,598) (87,665,635) (11,740,811)
Increase (decrease) in:
Accounts payable and accrued expenses (79,765,106) 573,804,626 610,988,026
Other current liabilities 370,897,269 184,520,376 89,054,748
Deposits payable 3,802,534 31,613,674 20,987,697
Deferred revenue 4,254,799 86,177,397 3,442,212
Retirement benefits paid (Note 24) (3,082,398) - -
Retirement benefits contributions (Note 24) (15,000,000) (19,944,800) (21,670,730)
Net cash generated from operations 2,214,983,135  2,509,454,973 2,144,660,558
Income taxes paid (420,178,896) (336,660,528) (304,294,983)
Interest received 3,515,860 2,693,092 4,350,085
Net cash provided by operating activities 1,798,320,099 2,175,487,537 1,844,715,660
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to:
Property and equipment (Note 8) (2,287,816,904) (1,653,573,106) (1,179,270,533)
Software and other program costs (Note 10) - (1,247,000) (3,019,195)
Increase in:
Deposits (114,311,499) (143,591,873) (61,940,757)
Goodwill and other noncurrent assets (26,281,580) (143,994,428) (68,910,637)
Short-term investment (99,271) (73,901) (178,114)
Proceeds from sale of property and equipment 275 131,360

Net cash used in investing activities

(1,313,319,236)

(Forward)

(2,428,4D5,979) "7(1;942,348,948)
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Years Ended December 31
2015 2014 2013

CASH FLOWS FROM FINANCING ACTIVITIES
Availments of:

Bank loans (Note 11) P1,480,000,000 £950,000,000 550,000,000

Long-term debt (Note 11) 90,000,000 = -
Payments of:

Bank loan (Note 11) (1,080,000,000) (760,000,000) (467,777,778)

Long-term-debt (Note 11) (9,000,000) - -
Interest paid (33,180,633) (16,949,091) (15,822,416)
Cash dividends paid (Note 17) (183,374,129) (137,530,597) (39,863,941)
Net cash provided by financing activities 264,445,238 35,520,312 26,535,865
NET INCREASE (DECREASE) IN CASH (365,730,642) 268,658,901 557,932,289
EFFECT OF EXCHANGE RATE CHANGES

ON CASH 22,972 24,209 (215,225)
CASH AT BEGINNING OF YEAR (Note 4) 1,241,685,743 973,002,633 415,285,569
CASH AT END OF YEAR (Note 4) P875,978,073 P1,241,685,743 P£973,002,633

See accompanying Notes to Consolidated Financial Statements.
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PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information and Authorization for Issuance of the Consolidated Financial
Statements

Corporate Information

Philippine Seven Corporation (the Company or PS@} wcorporated in the Philippines and
registered with the Philippine Securites and Exgeg Commission (SEC) on
November 24, 1982. The Company and its subsidigdellectively referred to as the “Group”),
are primarily engaged in the business of retailimgrchandising, buying, selling, marketing,
importing, exporting, franchising, acquiring, haldj distributing, warehousing, trading,
exchanging or otherwise dealing in all kinds of ggmy items, dry goods, food or foodstuff,
beverages, drinks and all kinds of consumer needsquirements and in connection therewith,
operating or maintaining warehouses, storages,\etglivehicles and similar or incidental
facilities. The Group is also engaged in the manmnt, development, sale, exchange, and
holding for investment or otherwise of real estateall kinds, including buildings, houses and
apartments and other structures.

The Company is controlled by President Chain Staebuan) Holdings, Ltd., an investment
holding company incorporated in Malaysia, which ews1.56% of the Company’s outstanding
shares. The remaining 48.44% of the shares argyicbld. The ultimate parent of the Company
is President Chain Store Corporation (PCSC), whschncorporated in Taiwan, Republic of
China.

The Company has its primary listing on the PhiligpStock Exchange. As at December 31, 2015
and 2014, the Company has 630 and 640 equity lmlEspectively.

The registered business address of the Companghis-léor, The Columbia Tower, Ortigas
Avenue, Mandaluyong City.

Authaorization for Issuance of the Consolidated Rmal Statements
The consolidated financial statements were autbdrier issue by the Board of Directors (BOD)
on February 18, 2016.

2. Summary of Significant Accounting Policies and Finacial Reporting Practices

Basis of Preparation

The consolidated financial statements are prepareter the historical cost basis, except for
parcels of land, which are carried at revalued atho’he consolidated financial statements are
presented in Philippine Peso (Peso), which is tteus functional currency and all amounts are
rounded to the nearest Peso except when othemdgzmted.

Statement of Compliance
The consolidated financial statements are prepamedompliance with Philippine Financial
Reporting Standards (PFRS).




Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent thitke of the previous financial year except for
the adoption of the following amendments and imprognts to standards effective starting
January 1, 2015. The adoption did not have anyifeggnt impact on the Group’s consolidated
financial statements.

= Amendments to Philippine Accounting Standards (PAS)Employee Benefits Befined
Benefit Plans: Employee Contributions
= Annual Improvements to PFRSs (2010-2012 Cycle)
= PFRS 2Share-based Payment — Definition of Vesting Candit
= PFRS 3Business Combinations — Accounting for Contingearisitleration in a Business
Combination
= PFRS 80perating Segments — Aggregation of Operating Setgvad Reconciliation of
the Total of the Reportable Segments’ Assets t&nitig/’'s Assets
= PAS 16,Property, Plant and Equipmenand PAS 38]ntangible Assets — Revaluation
Method — Proportionate Restatement of AccumulAtedrtization
= PAS 24 Related Party Disclosures — Key Management Perdonne
= Annual Improvements to PFRSs (2011-2013 Cycle)
= PFRS 3Business Combinations — Scope Exceptions for Asmanhgements
= PFRS 13Fair Value Measurement — Portfolio Exception
= PAS 40,Investment Property

New Accounting Standards, Interpretations and Amearts

to Existing Standards Effective Subsequent to Déesr81, 2015

The Group will adopt the following PFRS when thészome effective. Except as otherwise
indicated, the Group does not expect the adoptidghese standards to have significant impact on
its financial statements.

Deferred

= Philippine Interpretation International Financial Reportingtelpretations Committee
(IFRIC) 15,Agreements for the Construction of Real Estate
This interpretation covers accounting for revennd associated expenses by entities that
undertake the construction of real estate diremtihrough subcontractors. The interpretation
requires that revenue on construction of real est&t recognized only upon completion,
except when such contract qualifies as constructioriract to be accounted for under PAS 11,
Construction Contractsor involves rendering of services in which caseenue is recognized
based on stage of completion. Contracts involpirayision of services with the construction
materials and where the risks and reward of owirate transferred to the buyer on a
continuous basis will also be accounted for basedtage of completion. The SEC and the
Financial Reporting Standards Council (FRSC) hawderded the effectivity of this
interpretation until the final Revenue standardsisued by the International Accounting
Standards Board (IASB) and an evaluation of thelireqments of the final Revenue standard
against the practices of the Philippine real estadieistry is completed. Adoption of the
interpretation when it becomes effective will navk any impact on the consolidated financial
statements of the Group.



Effective January 1, 2016

PFRS 10,Consolidated Financial Statementnd PAS 28)nvestments in Associates and
Joint Ventures- Investment Entities: Applying the ConsolidatioxcEption (Amendments)
These amendments clarify that the exemption in PERSrom presenting consolidated
financial statements applies to a parent entity iha subsidiary of an investment entity that
measures all of its subsidiaries at fair value tuad only a subsidiary of an investment entity
that is not an investment entity itself and thatvidtes support services to the investment entity
parent is consolidated. The amendments also alovinvestor (that is not an investment
entity and has an investment entity associate ot jeenture), when applying the equity
method, to retain the fair value measurement aghbljethe investment entity associate or joint
venture to its interests in subsidiaries. Theseratments are effective for annual periods
beginning on or after January 1, 2016. These aments are not applicable to the Group
since none of the entities within the Group is vestment entity nor does the Group have
investment entity associates or joint venture.

PAS 27,Separate Financial StatemertsEquity Method in Separate Financial Statements
(Amendments)

The amendments will allow entities to use the gguoiethod to account for investments in

subsidiaries, joint ventures and associates inr tbgparate financial statements. Entities
already applying PFRS and electing to change tcethéty method in its separate financial

statements will have to apply that change retraspdyg. The amendments are effective for

annual periods beginning on or after January 16204th early adoption permitted. These

amendments will not have any impact on the Grouapissolidated financial statements.

PFRS 11Joint Arrangements Accounting for Acquisitions of Interests (Amendms)

The amendments to PFRS 11 require a joint opetla&tris accounting for the acquisition of
an interest in a joint operation, in which the watyi of the joint operation constitutes a
business (as defined by PFRS 3), to apply the aeleV’FRS 3 principles for business
combinations accounting. The amendments alsoficlrat a previously held interest in a
joint operation is not remeasured on the acquisitiban additional interest in the same joint
operation while joint control is retained. In atitmh, a scope exclusion has been added to
PFRS 11 to specify that the amendments do not appén the parties sharing joint control,
including the reporting entity, are under commomtoal of the same ultimate controlling

party.

The amendments apply to both the acquisition ofrtitial interest in a joint operation and the
acquisition of any additional interests in the sajmiat operation and are prospectively
effective for annual periods beginning on or affanuary 1, 2016, with early adoption
permitted. These amendments will not have any anpa the Group’s consolidated financial
statements.

PAS 1,Presentation of Financial Statemenrt®isclosure Initiative (Amendments)
The amendments are intended to assist entitiesplyiag judgment when meeting the
presentation and disclosure requirements in PFRf®y clarify the following:

= That entities shall not reduce the understandgtofitheir financial statements by either
obscuring material information with immaterial infieation; or aggregating material items
that have different natures or functions;

= That specific line items in the statement of incaanel other comprehensive income and
the balance sheet may be disaggregated,;
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= That entities have flexibility as to the order imieh they present the notes to financial
statements; and,

= That the share of other comprehensive income afcéate and joint ventures accounted
for using the equity method must be presented greggate as a single line item, and
classified between those items that will or wilkt be subsequently reclassified to profit or
loss.

Early application is permitted and entities do neéd to disclose that fact as the amendments
are considered to be clarifications that do noedffan entity’s accounting policies or
accounting estimates. The Group is currently agsgshe impact of these amendments on its
financial statements.

PFRS 14Regulatory Deferral Accounts

PFRS 14 is an optional standard that allows artyemihose activities are subject to rate-
regulation, to continue applying most of its exigtaccounting policies for regulatory deferral
account balances upon its first-time adoption oRBF Entities that adopt PFRS 14 must
present the regulatory deferral accounts as sephlmatitems on the balance sheet and present
movements in these account balances as separatéelins in the statement of income and
other comprehensive income. The standard reqdisgdosures on the nature of, and risks
associated with, the entity’s rate-regulation ahd effects of that rate-regulation on its
financial statements. PFRS 14 is effective foruamhiperiods beginning on or after January 1,
2016. Since the Group is an existing PFRS preptisrstandard would not apply.

PAS 16, Property, Plant and Equipmentand PAS 41,Agriculture - Bearer Plants
(Amendments)

The amendments change the accounting requirementbidlogical assets that meet the
definition of bearer plants. Under the amendmdritdpgical assets that meet the definition
of bearer plants will no longer be within the scafePAS 41. Instead, PAS 16 will apply.
After initial recognition, bearer plants will be asured under PAS 16 at accumulated cost
(before maturity) and using either the cost modelewaluation model (after maturity). The
amendments also require that produce that growsearer plants will remain in the scope of
PAS 41 measured at fair value less costs to detir government grants related to bearer
plants, PAS 20Accounting for Government Grants and Disclosur&o¥ernment Assistance
will apply. The amendments are retrospectivelgéfie for annual periods beginning on or
after January 1, 2016, with early adoption permittd hese amendments are not expected to
have any impact to the Group as the Group doebanva any bearer plants.

PAS 16, Property, Plant and Equipmenand PAS 38)ntangible Assets Clarification of
Acceptable Methods of Depreciation and Amortiza(@mendments)

The amendments clarify the principle in PAS 16 BA® 38 that revenue reflects a pattern of
economic benefits that are generated from operaimgsiness (of which the asset is part)
rather than the economic benefits that are consuhredgh use of the asset. As a result, a
revenue-based method cannot be used to deprecagierty, plant and equipment and may
only be used in very limited circumstances to airerintangible assets. The amendments are
effective prospectively for annual periods begignon or after January 1, 2016, with early
adoption permitted. These amendments are not &@eéc have any impact to the Group
given that the Group has not used a revenue-bas#ththto depreciate its noncurrent assets.



Annual Improvements to PFRSs (2012—-2014 cycle)

The Annual Improvements to PFRSs (2012-2014 cyate) effective for annual periods
beginning on or after January 1, 2016 and are xp¢aed to have a material impact on the
Group. They include:

PFRS 5,Non-current Assets Held for Sale and Discontinugzer@tions — Changes in
Methods of Disposal

The amendment is applied prospectively and clarifteat changing from a disposal
through sale to a disposal through distributioroteners and vice-versa should not be
considered to be a new plan of disposal, rathes & continuation of the original plan.
There is, therefore, no interruption of the apgi@aof the requirements in PFRS 5. The
amendment also clarifies that changing the dispossthod does not change the date of
classification.

PFRS 7Financial Instruments: Disclosures — Servicing Cants

PFRS 7 requires an entity to provide disclosuresafty continuing involvement in a
transferred asset that is derecognized in its etgtir The amendment clarifies that a
servicing contract that includes a fee can cortstitontinuing involvement in a financial
asset. An entity must assess the nature of tharnf@e@rrangement against the guidance for
continuing involvement in PFRS 7 in order to assessther the disclosures are required.
The amendment is to be applied such that the aseesof which servicing contracts
constitute continuing involvement will need to bend retrospectively. However,
comparative disclosures are not required to beigeovfor any period beginning before
the annual period in which the entity first appliee amendments.

PFRS 7 -Applicability of the Amendments to PFRS 7 to Coadéninterim Financial
Statements

This amendment is applied retrospectively and fidgarithat the disclosures on offsetting
of financial assets and financial liabilities aret mequired in the condensed interim
financial report unless they provide a significaptiate to the information reported in the
most recent annual report.

PAS 19 Employee Benefits — Regional Market Issue Regaifdisgount Rate

This amendment is applied prospectively and cksithat market depth of high quality
corporate bonds is assessed based on the curremgydh the obligation is denominated,
rather than the country where the obligation isted. When there is no deep market for
high quality corporate bonds in that currency, goweent bond rates must be used.

PAS 34, Interim Financial Reporting — Disclosure of Infortien ‘Elsewhere in the
Interim Financial Report’

The amendment is applied retrospectively and atarifthat the required interim
disclosures must either be in the interim finansi@tements or incorporated by cross-
reference between the interim financial statemantswherever they are included within
the greater interim financial report (e.g., in thenagement commentary or risk report).



Effective January 1, 2018

PFRS 9Financial Instruments

In July 2014, the IASB issued the final versionmernational Financial Reporting Standard
(IFRS) 9,Financial Instruments The new standard (renamed as PFRS 9) refldgphases

of the financial instruments project and replaca$ B9, Financial Instruments: Recognition
and Measurementand all previous versions of PFRS 9. The stahdatroduces new
requirements for classification and measuremergaimrment, and hedge accounting. PFRS 9
is effective for annual periods beginning on oerflanuary 1, 2018, with early application
permitted. Retrospective application is requitmat, providing comparative information is not
compulsory. For hedge accounting, the requiremenetgenerally applied prospectively, with
some limited exceptions. Early application of poe¢ versions of PFRS 9 (2009, 2010 and
2013) is permitted if the date of initial applicatiis before February 1, 2015. The Group did
not early adopt PFRS 9.

The adoption of PFRS 9 will have an effect on thessification and measurement of the
Group’s financial assets and impairment methodolfagyfinancial assets, but will have no
impact on the classification and measurement of @meup’s financial liabilities. The
adoption will also have an effect on the Group’plajation of hedge accounting and on the
amount of its credit losses. The Group is curyeassessing the impact of adopting this
standard.

Standards issued by the IASB but not yet adoptadlyoby SEC and FRSC

IFRS 15,Revenue from Contracts with Customers

IFRS 15 was issued in May 2014 by the IASB andidistzes a new five-step model that will
apply to revenue arising from contracts with custsn Under IFRS 15, revenue is
recognized at an amount that reflects the condiderdao which an entity expects to be
entitled in exchange for transferring goods or iserwv to a customer. The principles in
IFRS 15 provide a more structured approach to migssand recognizing revenue.

The new revenue standard is applicable to allieastdnd will supersede all current revenue
recognition requirements under IFRS. Either a dulimodified retrospective application is
required for annual periods beginning on or aftanuary 1, 2018. Early adoption is
permitted. The Group is currently assessing thgatchof IFRS 15 and plans to adopt the new
standard on the required effective date once addptally.

IFRS 16,Leases

On January 13, 2016, the IASB issued its new stand&RS 16,Leases which replaces
International Accounting Standards (IAS) 17, therent leases standard, and the related
Interpretations.

Under the new standard, lessees will no longersiflasheir leases as either operating or
finance leases in accordance with IAS 17. Ratlessees will apply the single-asset model.
Under this model, lessees will recognize the assedsrelated liabilities for most leases on
their balance sheet, and subsequently, will deptethe lease assets and recognize interest on
the lease liabilities in their profit or loss. lses with a term of 12 months or less or for which
the underlying asset is of low value are exempteoh these requirements.



The accounting by lessors is substantially unchéragethe new standard carries forward the
principles of lessor accounting under IAS 17. lbesshowever, will be required to disclose
more information in their financial statements,tigaitarly on the risk exposure to residual
value.

The new standard is effective for annual periodgirtréng on or after January 1, 2019.

Entities may early adopt IFRS 16 but only if theyvé also adopted IFRS 15. When adopting
IFRS 16, an entity is permitted to use either & fetrospective or a modified retrospective

approach, with options to use certain transitidief® The Group is currently assessing the
impact of IFRS 16 and plans to adopt the new stahda the required effective date once
adopted locally.

The Group continues to assess the impact of theeabew and amended accounting standards
and interpretations effective subsequent to theeber 31, 2015 consolidated financial
statements. Additional disclosures required byseéh@mendments will be included in the
consolidated financial statements when these amenidnare adopted.

Basis of Consolidation

The consolidated financial statements comprisefittancial statements of the Company and its
subsidiaries. Control is achieved when the Graupxposed, or has rights, to variable returns
from its involvement with the investee and hasdhdity to affect those returns through its power
over the investee. Specifically, the Group costest investee if and only if the Group has:

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

» Exposure, or rights, to variable returns fromritgalvement with the investee; and

« The ability to use its power over the investeeftechits returns.

When the Group has less than a majority of thengotir similar rights of an investee, the Group
considers all relevant facts and circumstancessessing whether it has power over an investee,
including:

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

The Group reassesses whether or not it contralsvastee if facts and circumstances indicate that
there are changes to one or more of the three alsnoé control. Consolidation of a subsidiary
begins when the Group obtains control over the ididyy and ceases when the Group loses
control of the subsidiary. Assets, liabilitiescame and expenses of a subsidiary acquired or
disposed of during the year are included in thesobdated financial statements from the date the
Group gains control until the date the Group cessesntrol the subsidiary.

When necessary, adjustments are made to the falastatements of subsidiaries to bring their
accounting policies into line with the Group’s agnting policies. All intra-group assets and

liabilities, equity, income, expenses and cash $loelating to transactions between members of
the Group are eliminated in full on consolidation.
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A change in the ownership interest of a subsidiatihout a loss of control, is accounted for as an
equity transaction. If the Company loses conti@ra subsidiary, it:

. Derecognizes the assets (including goodwill) aalilities of the subsidiary

. Derecognizes the carrying amount of any non-caiimigpinterests

. Derecognizes the cumulative translation differerreesrded in equity

. Recognizes the fair value of the considerationivece

. Recognizes the fair value of any investment rethine

. Recognizes any surplus or deficit in profit or loss

. Reclassifies the Company’s share of componentsiqugly recognized in other

comprehensive income (OCI) to profit or loss oamatd earnings, as appropriate, as would
be required if the Company had directly disposethefrelated assets or liabilities

The consolidated financial statements include tteants of the Company and the following
wholly owned subsidiaries:

Country of Principal Percentage of
Incorporation Activity Ownership
Warehousing and
Convenience Distribution, Inc. (CDI) Philippines 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 Seven CatmrEmployees Retirement Plan
(PSC-ERP) through its trustee, Bank of the Philippi Islands-Asset Management and Trust
Group (BPI-AMTG), respectively. These preferredargls which accrue and pay guaranteed
preferred dividends and are redeemable at theroptidhe holder are recognized as a financial
liability in accordance with PFRS (see Note 15heTCompany owns 100% of SSHI's common
shares, which, together with common key managermgergs the Company control over SSHI.

The financial statements of the subsidiaries agpamed for the same financial reporting period as
the Company, using uniform accounting policies. telcompany transactions, balances and
unrealized gains and losses are eliminated in full.

Cash
Cash includes cash on hand and in banks. Caslariksbearn interest at the prevailing bank
deposit rates.

Financial Instruments
The Group recognizes a financial asset or a firgdizbility in the consolidated balance sheet
when it becomes a party to the contractual promgsiaf the instrument.

Initial Recognition and Measurement

Financial assets and financial liabilities are grgred initially at fair value. Transaction coatg
included in the initial measurement of all finahc@ssets and financial liabilities, except for
financial instruments measured at fair value thihopigpfit or loss (FVPL).



All regular way purchases and sales of financigktsare recognized on the trade date, i.e., the
date the Group commits to purchase or sell thenfiizh asset. Regular way purchases or sales of
financial assets require delivery of assets withintime frame generally established by regulation
in the market place.

The Group classifies its financial assets as firdnassets at FVPL, held-to-maturity (HTM)
investments, available-for-sale (AFS) financial eassor loans and receivables. Financial
liabilities, on the other hand, are classified ilsee financial liabilities at FVPL or other finaiat
liabilities. The classification depends on thegmge for which the financial assets and financial
liabilities were acquired. Management determires ¢lassification at initial recognition and,
where allowed and appropriate, re-evaluates cleasidn at every balance sheet date.

As at December 31, 2015 and 2014, the Group’s fimhninstruments include loans and
receivables and other financial liabilities.

Loans and Receivables

Loans and receivables are non-derivative finarasakts with fixed or determinable payments that
are not quoted in an active market. They are ntd#red into with the intention of immediate or
short-term resale and are not classified as fighragsets at FVPL, HTM investments or AFS
financial assets. After initial measurement, loand receivables are subsequently measured at
amortized cost using the effective interest metlesk impairment. The amortization is included
as part of interest income in the consolidatecestant of comprehensive income. Losses arising
from impairment are recognized in the consolidatedement of comprehensive income. Loans
and receivables are classified as current assstatifrity is within 12 months from balance sheet
date. Otherwise, these are classified as nondiaissets.

The Group’s loans and receivables consists of cabbrt-term investment, receivables and
deposits (excluding rent deposits which are noordéble) as at December 31, 2015 and 2014
(see Notes 4, 5, 9 and 10).

Other Financial Liabilities

This category pertains to financial liabilities ttze neither held-for-trading nor designated as at
FVPL upon the inception of the liability. Othenéincial liabilities are subsequently carried at
amortized cost, taking into account the impact mhlging the effective interest rate method of
amortization (or accretion) for any related premiudiscount and any directly attributable
transaction costs.

Other financial liabilities are classified as cuntrdiabilities if maturity is within the normal
operating cycle of the Company and it does not heasonditional right to defer settlement of the
liability for at least 12 months from balance sheéete. Otherwise, these are classified as
noncurrent liabilities.

The Group’s other financial liabilities consisthnk loans, long-term debt, accounts payable and
accrued expenses, other current liabilities (exolydstatutory liabilities), and cumulative
redeemable preferred shares as at December 3122012014 (see Notes 11, 12, 13 and 15).
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Classification of Financial Instruments Betweenblilisy and Equity
A financial instrument is classified as liabilifyit provides for a contractual obligation to:

. deliver cash or another financial asset to anathéty; or

. exchange financial assets or financial liabilitieigh another entity under conditions
that are potentially unfavorable to the Group; or

. satisfy the obligation other than by the excharfge fixed amount of cash or another

financial asset for a fixed number of own equitgres.

If the Group does not have an unconditional rightwvoid delivering cash or another financial
asset to settle its contractual obligation, thegalbion meets the definition of a financial liahyli
The components of issued financial instruments ¢batain both liability and equity elements are
accounted for separately, with the equity comporiihg assigned the residual amount after
deducting from the instrument as a whole the amsepérately determined as the fair value of the
liability component on the date of issue.

Fair Value Measurement

Fair value is the estimated price that would beire to sell an asset or paid to transfer a ligbil

in an orderly transaction between market partidipat the measurement date. The fair value
measurement is based on the presumption that &heatrtion to sell the asset or transfer the
liability takes place either:

* Inthe principal market for the asset or liabiliby;
* In the absence of a principal market, in the mdstatageous market for the asset or liability.

The principal or the most advantageous market imeisiccessible by the Group.

The fair value of an asset or a liability is measluusing the assumptions that market participants
would use when pricing the asset or liability, assg that market participants act in their
economic best interest.

A fair value measurement of a non-financial asale¢s into account a market participant’s ability
to generate economic benefits by using the ass#s ihighest and best use or by selling it to
another market participant that would use the asdes highest and best use.

All assets and liabilities for which fair valuenseasured or disclosed in the financial statements
are categorized within the fair value hierarchysalibed, as follows, based on lowest level of
input that is significant to the fair value measoeat as a whole:

* Level 1 - Quoted (unadjusted) prices in active ratxifor identical assets or liabilities

* Level 2 - Valuation techniques for which the lowkstel input that is significant to the fair
value measurement is directly or indirectly obsblwa

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

For assets and liabilities that are recognizethénconsolidated financial statements on a recurring
basis, the Group determines whether transfers dexerred between levels in the hierarchy by re-
assessing categorization (based on the lowest lepeit that is significant to the fair value
measurement as a whole) at the end of each regqinod.
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For the purpose of fair value disclosures, the @roas determined classes of assets and liabilities
on the basis of the nature, characteristics atgd 0§ the asset or liability and the level of thé f
value hierarchy.

“‘Day 1" Difference

Where the transaction price in a non-active maigeifferent from the fair value from other
observable current market transactions in the dasteument or based on a valuation technique
whose variables include only data from observabdeket, the Group recognizes the difference
between the transaction price and fair value (ay‘Da difference) in profit or loss unless it
qualifies for recognition as some other type okassn cases where use is made of data which is
not observable, the difference between the traimsaptice and model value is only recognized in
profit or loss when the inputs become observablevlen the instrument is derecognized. For
each transaction, the Group determines the appiteprnethod of recognizing the “Day 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 turrently enforceable legal right to offset the
recognized amounts and there is an intention tteset a net basis, or to realize the asset and
settle the liability simultaneously.

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

Financial Assets Carried at Amortized Cost

The Group first assesses whether objective evidehaapairment 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 sigamt financial difficulty of the counterparty, a
reach of contract, such as a default or delinquémdwpterest 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 isidtedl in the group of financial assets with similar
credit risk characteristics and that group of ficiahassets is collectively assessed for impairment
Assets that are individually assessed for impaitngerd 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 bakiret date. For the purpose of a collective
evaluation of impairment, financial assets are peol on the basis of such credit risk
characteristics such as customer type, paymemtrijgiast-due status and term.

If there is objective evidence that an impairmession loans and receivables has been incurred,
the amount of impairment loss is measured as fifereiice between the financial asset’s carrying
amount and the present value of estimated futusd fiaws (excluding future expected credit
losses that have not been incurred) discountdtedirtancial asset’s original effective interegera
(i.e., the effective interest rate computed atiahitecognition). The carrying amount of the asset
is reduced by the impairment loss, which is recogphin profit or loss.
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Loans and receivables, together with the relatémlvahce, are written off when there is no
realistic prospect of future recovery and all deltal has been realized. If, in a subsequent gerio
the amount of the impairment loss decreases andléheease can be related objectively to an
event occurring after the impairment was recognisteel previously recognized impairment loss is
reversed. Any subsequent reversal of an impairfuest is recognized in profit or loss to the
extent that the carrying value of the asset doegexweed what its amortized cost would have been
had the impairment not been recognized at thettatenpairment is reversed

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 (i.e., removethfthe Group’s consolidated balance sheets)
when:

» the rights to receive cash flows from the assethaged; or

» the Group has transferred its rights to receivén dlmmvs from the asset or has assumed an
obligation to pay the received cash flows in fuitheut material delay to a third party under a
‘pass-through’ arrangement; and either (a) the @Gitwas transferred substantially all the risks
and rewards of the asset, or (b) the Group hakerditansferred nor retained substantially all
risks and rewards of the asset, but has transfemetiol of the asset.

Where the Group has transferred its rights to veceash flows from an asset or has entered in to
pass-through arrangement, it evaluates if and @t wktent it has retained the risks and rewards of
ownership. When it has neither transferred norimethsubstantially all the risks and rewards of
the asset, nor transferred control of the asset,Gtoup continues to recognize the transferred
asset to the extent of the Group’s continuing imeoient. In that case, the Group also recognizes
an associated liability. The transferred assetthrdassociated liability are measured on a basis
that reflects the rights and obligations that theup has retained.

Continuing involvement that takes the form of argnéee over the transferred asset is measured
at the lower of the original carrying amount of thsset and the maximum amount of
consideration that the Group could be requirecpay.

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

Where an existing financial liability is replacey &nother from the same lender on substantially
different terms, or the terms of an existing ligpiare substantially modified, such an exchange or
modification is treated as a derecognition of thigioal liability and the recognition of a new
liability, and the difference in the respectivergarg amounts is recognized in profit or loss.

Current versus Noncurrent Classification

The Group presents assets and liabilities in thesaaated balance sheet based on

current/concurrent classification. An asset isenirwhen it is:

« Expected to be realized or intended to be solebnsamed in normal operating cycle;

* Held primarily for the purpose of trading;

* Expected to be realized within twelve months atterreporting period; or

e Cash or cash equivalent unless restricted fromgbexechanged or used to settle a liability for
at least twelve months after the reporting period.
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All other assets are classified as noncurrent.

A liability is current when:

* Itis expected to be settled in normal operatingegy

e ltis held primarily for the purpose of trading;

e ltis due to be settled within twelve months aftex reporting period; or

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

The Group classifies all other liabilities as nament.

Deferred tax assets and liabilities are classdigtioncurrent assets and liabilities.

Inventories

Inventories are stated at the lower of cost andreedizable value (NRV). Cost of inventories is
determined using the first-in, first-out methodRWis the selling price in the ordinary course of
business, less the estimated cost of marketinglsticbution.

Prepayments and Other Current Assets

Prepayments and other current assets are prin@hprised of advances to suppliers, deferred

input value-added tax (VAT), prepaid rent and préiore expenses. Prepayments and other
current assets that are expected to be realizedofonore than 12 months after the balance sheet
date are classified as current assets; otherwhissetare classified as other noncurrent assets.
These are recorded as assets and expensed wiwesdudil expired.

Advances to suppliers are down payments for adgpnsi of property and equipment not yet
received. Once the property and equipment arévestiethe asset is recognized together with the
corresponding liability. These are stated at tesst any impairment in value.

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

The initial cost of property and equipment consisfsits purchase price and any directly
attributable costs of bringing the asset to itskivay condition and location for its intended use.
Expenditures incurred after the assets have bedninpo operation, such as repairs and
maintenance and overhaul costs, are recognizedifit pr loss in the period in which the costs
are incurred. In situations where it can be cledemonstrated that the expenditures have resulted
in an increase in the future economic benefits etgueto be obtained from the use of an item of
property and equipment beyond its originally assgstandard of performance, the expenditures
are capitalized 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. Construction in-pesgris not depreciated until such time the
relevant assets are completed and put into opesdtise.

Depreciation and amortization commence once thet@asge 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.
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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 5to 10
Office furniture and equipment 3to5
Transportation equipment 3to5
Computer equipment 3

Leasehold improvements are amortized over the atginuseful life of the improvements,
ranging from five to ten years, or the term of ldnese, whichever is shorter.

The assets’ estimated useful lives and depreciatiod amortization method are reviewed
periodically to ensure that the period and methibdepreciation and amortization are consistent
with the expected pattern of economic benefits ftbmitems of property and equipment. When
assets are retired or otherwise disposed of, tret 0o revalued amount and the related
accumulated depreciation and amortization and erpairment in value are removed from the
accounts and any resulting gain or loss is recaghiz profit or loss. The revaluation increment
in equity relating to the revalued asset solddagferred to retained earnings.

Fully depreciated assets are retained in the bootisdisposed.

Land is carried at revalued amount less any impanitrm value. Revaluations shall be made with
sufficient regularity to ensure that the carryimgoaint does not differ materially from that which
would be determined using fair value at the entheffinancial reporting period. When the fair
value of a revalued land differs materially frors itarrying amount, a further revaluation is
required.

A revaluation surplus is recorded in OCI and cestlifo the “Revaluation increment on land - net
of deferred income tax liability” account in equitiAowever, to the extent that the Group reverses
a revaluation deficit of the same asset previousfognized in profit or loss, the increase is
recognized in profit or loss. A revaluation ddfisi recognized in the profit or loss, except te th
extent that it offsets an existing surplus on tme asset recognized in “Revaluation increment on
land - net of deferred income tax liability” accoum equity.

Deposits
Deposits are amounts paid as guarantee in relaiionncancelable lease agreements entered into

by the Group. These deposits are recognized atasws can be refunded or applied to future
billings.

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

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

The useful lives of intangible assets are assdsskd either finite or indefinite. Intangible atsse
with finite lives are amortized over the useful momic life and assessed for impairment
whenever there is an indication that the intangésiget may be impaired. The amortization period
and amortization method for an intangible asset wifinite useful life is reviewed at least at each
balance sheet date. Changes in the expected lifefd the expected pattern of consumption of
future economic benefits embodied in the assetc®unted for by changing the amortization
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period or method, as appropriate, and treated asgds in accounting estimates. The
amortization expense on intangible assets withefitives is recognized in profit or loss in the
expense category consistent with the function ef ititangible asset. Intangible assets with
indefinite useful lives are tested for impairmenhaally at the cash generating unit (CGU) level
and are not amortized. The useful life of an igthle asset with an indefinite life is reviewed
annually to determine whether indefinite usefut ldssessment continues to be supportable. If
not, the change in the useful life assessment fratefinite to finite is made on a prospective
basis. Gains or losses arising from derecognitibran intangible asset are measured as the
difference between the net disposal proceeds.yif @and the carrying amount of the asset and are
recognized in profit or loss when the asset iscegrized.

Software and Program Cost

Software and program cost, which are not specijicalentifiable and integral to a specific
computer hardware, are shown under “Goodwill angeiotnoncurrent assets” account in the
consolidated balance sheet. These are carriedsat less accumulated amortization and any
impairment in value. Amortization is computed orsteaight-line method over their estimated
useful life of five years.

Goodwill

Gooduwill, included in “Goodwill and other noncurteassets” account in the consolidated balance
sheet, represents the excess of the cost of arisdimqu over the fair value of the businesses
acquired. Following initial recognition, goodwils measured at cost less any accumulated
impairment losses. Goodwill are tested for impammannually at the CGU level and are not
amortized.

Impairment of Non-financial Assets

The Group assesses at each balance sheet datemthette is an indication that its non-financial
assets such as property and equipment, rent depositintangible assets may be impaired. If any
such indication exists, or when annual impairmestimg for an asset is required, the Group
makes an estimate of the asset’s recoverable amdunasset’s recoverable amount is the higher
of an asset’s or CGU's fair value less costs tbamd its value in use and is determined for an
individual asset, unless the asset does not geneash inflows that are largely independent of
those from other assets or groups of assets. aRdr the asset’s recoverable amount is the higher
of the land’s net selling price, which may be ob¢al from its sale in an arm’s-length transaction,
and its value in use. For goodwill, the assettoverable amount is its value in use. Where the
carrying amount of an asset exceeds its recovemb®int, the asset is considered impaired and
is written down to its recoverable amount. In assgy value in use, the estimated future cash
flows are discounted to their present value, usingre-tax discount rate that reflects current
market assessments of the time value of moneyisksl specific to the asset. Impairment losses,
if any, are recognized in profit or loss, except fevalued land when revaluation was taken to
OCI. In this case, the impairment is also recogmim OCI up to the amount of any previous
revaluation.

For non-financial assets, excluding goodwill, ase@sment is made at each balance sheet date as
to whether there is any indication that previouslgognized impairment losses may no longer
exist or may have decreased. If such indicatiast®&xthe recoverable amount is estimated. A
previously recognized impairment loss is reversag o there has been a change in the estimates
used to determine the asset’s recoverable amaur# e last impairment loss was recognized. If
that is the case, the carrying amount of the assetcreased to its recoverable amount. That
increased amount cannot exceed the carrying anmtbahtwould have been determined, net of
depreciation and amortization, had no impairmeass loeen recognized for the asset in previous
years. Such reversal is recognized in profit gsJainless the asset is carried at revalued amount,
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in which case, the reversal is treated as a refiaiuancrease. After such reversal, the
depreciation charge is adjusted in the future plsrito allocate the asset’s revised carrying
amount, less any residual value, on a systematis lo&er its remaining useful life.

Goodwill is reviewed for impairment, annually or mofrequently if event or changes in

circumstances indicate that the carrying value tm@yimpaired. Impairment is determined for
goodwill by assessing the recoverable amount of G&J or group of CGUs to which the

goodwill relates. Where the recoverable amourthefCGU or group of CGUs is less than the
carrying amount of the CGU or group of CGUs to whigoodwill has been allocated, an
impairment loss is recognized. Impairment lossésing to goodwill cannot be reversed in future
periods.

Deposits Payable
Deposits payable are amounts received from fraaekisstore operators and sublessees as

guarantee in relation to various agreements enterted by the Group. These deposits are
recognized at cost and payable or applied to fuiilliags.

Cumulative Redeemable Preferred Shares

Cumulative redeemable preferred shares that exttilitacteristics of a liability is recognized as a
financial liability in the consolidated balance shenet of transaction cost. The corresponding
dividends on those shares are charged as inteqgshge in profit or loss.

Deferred Revenue
Deferred revenue is recognized for cash receivethfome not yet earned. Deferred revenue is
recognized as revenue over the life of the revenméract 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 capital” accdunwWhen shares are issued for a consideration
other than cash, the proceeds are measured bgithafue of the consideration received. In case
the shares are issued to extinguish or settladbdity of the Group, the shares shall be measured
either at the fair value of the shares issued iorvEue of the liability settled, whichever is neor
reliably determinable.

Retained Earnings

Retained earnings represent the cumulative balahperiodic net income or loss and changes in
accounting policy. When the retained earnings agtbas a debit balance, it is called “deficit.”
A deficit is not an asset but a deduction from Bqui

Stock Dividends
Stock dividends are distribution of the earningshi@ form of own shares. When stock dividends
are declared, the amount of stock dividends issfeaired from retained earnings to capital stock.

Treasury Stock

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

OCI comprises of items of income and expenses dhatnot recognized in profit or loss as
required or permitted by other PFRS. The GroupX fertains to actuarial gains and losses from
retirement benefits and revaluation increment owl kahich are recognized in full in the period in
which they occur.

Revenue Recognition

Revenue is recognized to the extent that it is giotbthat the economic benefits will flow to the
Group and the amount of revenue can be measurettlyel The Group has assessed its revenue
arrangements against the criteria enumerated UPW8r18,Revenue Recognitipand concluded
that it is acting as principal in all arrangemergscept for its sale of consigned goods. The
following specific recognition criteria must alse met before revenue is recognized:

Merchandise Sales

Revenue from merchandise sales is recognized whensignificant risks and rewards of
ownership of the goods have passed to the buyenerie is measured at the fair value of the
consideration received, excluding discounts, returgbates and sales taxes.

The Group operates a customer loyalty programmeryEvay! Rewards, which allows customers
to accumulate points when they purchase produdiseirstores. The points can be redeemed for
free products, subject to a minimum number of [@lging obtained.

Consideration received is allocated between thelyms sold and the points issued, with the
consideration allocated to the points equal tortfeéi value. Fair value of the points is equal to
the retail value of the products that can be redeemultiplied by the redemption rate. The fair
value of the points issued is deferred (include@as of “Other current liabilities” account in the

consolidated balance sheet) and recognized asuewenen the points are redeemed.

Franchise

Franchise fee is recognized upon execution of ilwechise agreement and performance of initial
services required under the franchise agreemerdnchise 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 promotionavigefor the suppliers.

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

Commission
Commission income is recognized upon the sale w§igned goods.

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

Other Income
Other income is recognized when there are incidlesdanomic benefits, other than the usual
business operations, that will flow to the Group aan be measured reliably.

Costs and Expenses Recognition
Costs of merchandise sold are recognized in poofibbss at the point of sale. Expenses are
recognized in profit or loss upon utilization oétkervices or when they are incurred.
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Retirement Benefits

The net defined benefit liability or asset is tiggreegate of the present value of the defined benefi
obligation at the end of the financial reportingipe reduced by the fair value of plan assets (if
any), adjusted for any effect of limiting a netidefl benefit asset to the asset ceiling. The asset
ceiling is the present value of any economic bémefrailable in the form of refunds from the plan
or reductions in future contributions to the plan.

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

Net retirement benefits cost comprises the follawin

. Service cost
. Net interest on the net defined benefit liabilityasset
. Remeasurements of net defined benefit liabilitasset

Service costs which include current service cqsast service costs and gains or losses on non-
routine settlements are recognized as expenseofit pr loss. Past service costs are recognized
when plan amendment or curtailment occurs. Theseuats 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 that arises frone passage of time which is determined by
applying the discount rate based on governmentdtmthe net defined benefit liability or asset.
Net interest on the net defined benefit liabilityagset is recognized as expense or income irt profi
or loss.

Remeasurements comprising actuarial gains andslostern on plan assets and any change in the
effect of the asset ceiling (excluding net interest defined benefit liability) are recognized
immediately in OCI in the period in which they a&is Remeasurements are not reclassified to
profit or loss in subsequent periods.

Plan assets are assets that are held by a longetaptoyee benefit fund or qualifying insurance
policies. Plan assets are not available to thditoms of the Group, nor can they be paid directly
to the Group. Fair value of plan assets is basetharket price information. When no market
price is available, the fair value of plan assetestimated by discounting expected future cash
flows using a discount rate that reflects both tis& associated with the plan assets and the
maturity or expected disposal date of those a¢setd they have no maturity, the expected period
until the settlement of the related obligationB)the fair value of the plan assets is higher tten
present value of the defined benefit obligatiore theasurement of the resulting defined benefit
asset is limited to the present value of econorareefits available in the form of refunds from the
plan or reductions in future contributions to thenp

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

Leases

Finance leases, which transfer to the lessee sulahaall the risks and rewards of ownership of
the asset, are capitalized at the inception ofehse at the fair value of the leased propertyf or,
lower, at the present value of the minimum leasgr@ets. Lease payments are apportioned
between the interest income and reduction of thedeeceivable so as to achieve a constant rate
of interest on the remaining balance of the redse/a Interest income is recognized directly in
profit or loss.
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Leases where the lessor retains substantialpaliisks and rewards of ownership of the asset are
classified as operating leases. Operating leaseeognized as an expense in profit or loss on a
straight-line basis over the lease term.

The determination of whether an arrangement igootains a lease is based on the substance of
the arrangement and requires an assessment of evhibih fulfillment of the arrangement is
dependent on the use of a specific asset or amsétthe arrangement conveys a right to use the
asset. A reassessment is made after inceptidredéase only if one of the following applies:

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

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

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

d. there is a substantial change to the asset.

Where a reassessment is made, lease accountingamahence or cease from the date when the
change in circumstance gave rise to the reassessanestenarios (a), (c) or (d) above, and the
date of renewal or extension for scenario (b).

Borrowing Costs
Borrowing costs directly attributable to the acgios, construction or production of an asset that

necessarily takes a substantial period of time &b rgady for its intended use or sale are
capitalized as part of the cost of the respectsseis. All other borrowing costs are expensed in
the period they occur. Borrowing costs consisintérest and other costs that an entity incurs in
connection with the borrowing of funds.

Foreign Currency-denominated Transactions

The consolidated financial statements are preseimeRhilippine Peso, which is the Parent
Company’s functional and presentation currency. | #dbsidiaries evaluate their primary
economic and operating environment and determie& fanctional currency. Transactions in
foreign currency are initially recorded at the exttje rate at the date of transaction. Outstanding
foreign currency-denominated monetary assets afulities are translated using the applicable
exchange rate at balance sheet date. Exchanggedifes arising from translation of foreign
currency monetary items at rates different fronséhat which they were originally recorded are
recognized in profit or loss.

Taxes

Current Income Tax

Current income tax assets and liabilities for tierent and prior periods are measured at the
amount expected to be recovered from or paid taakation authorities. The tax rates and tax

laws used to compute the amount are those that besre enacted or substantively enacted at the
balance sheet date.

Current income tax relating to items recognizeédatly in equity is recognized in equity and not
in the statement of comprehensive income.

Deferred Income Tax

Deferred income tax is provided, using the liapilinethod, on all temporary differences at
balance sheet date between the tax bases of asgbt@bilities and their carrying amounts for
financial reporting purposes.
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Deferred tax liabilities are recognized for alldale temporary differences, except:

* where the deferred tax liability arises from thitidh recognition of goodwill or of an asset or
liability in a transaction that is not a businessnbination and, at the time of the transaction,
affects neither the accounting profit nor taxabiefipor loss; and

* in respect of taxable temporary differences assetiavith investments in subsidiaries,
associates and interests in joint ventures, wheeetiming of the reversal of the temporary
differences can be controlled and it is probabée the temporary differences will not reverse
in the foreseeable future.

Deferred tax assets are recognized for all dedectibmporary differences and carryforward
benefits of unused tax credits from excess mininoamporate income tax (MCIT) over regular
corporate income tax (RCIT), and unused net opeydtiss carry over (NOLCO), to the extent
that it is probable that sufficient future taxaptefit will be available against which the dedutgib
temporary differences, and the carryforward besedit MCIT over RCIT and NOLCO can be
utilized, except:

« where the deferred tax asset relating to the dédedemporary difference arises from the
initial recognition of an asset or liability in eahsaction that is not a business combination
and, at the time of the transaction, affects neithe accounting profit nor taxable profit or
loss; and

* in respect of deductible temporary differences eased with investments in subsidiaries,
associates and interests in joint ventures, defdee assets are recognized only to the extent
that it is probable that the temporary differeneé reverse in the foreseeable future and
taxable profit will be available against which teenporary differences can be utilized.

The carrying amount of deferred tax assets is veadeat the end of each reporting period and
reduced to the extent that it is no longer probdbl sufficient future taxable profit will be
available to allow all or part of the deferred &ssets to be utilized. Unrecognized deferred tax
assets are reassessed at the end of each regamtiod and are recognized to the extent that it has
become probable that sufficient future taxable iproill allow the deferred tax assets to be
recovered.

Deferred income tax assets and liabilities are oreaisat tax rates that are expected to apply to
the year when the asset is realized or the lighgitsettled, based on tax rates and tax laws that
have been enacted or substantively enacted ae ahthof the reporting period.

Deferred income tax relating to items recognizetside profit or loss is recognized outside profit
or loss. Deferred income tax items are recogniredorrelation to the underlying transaction
either in other comprehensive income or directlgguity.

Deferred tax assets and liabilities are offseg iegally enforceable right exists to offset cutren
tax assets against current tax liabilities anddiéferred taxes relate to the same taxable entity an
the same taxation authority.

VAT

Input VAT is the 12% indirect tax paid by the Graapghe course of the Group’s trade or business
on local purchase of goods or services, includasg¢ or use of property, from a VAT-registered

entity. For acquisition of capital goods over GD,000, the related input taxes are deferred and
amortized over the useful life of the asset or @&hths, whichever is shorter, commencing on the

date of acquisition. Deferred input VAT which ipected to be utilized for more than 12 months



-21 -

after the balance sheet date is included under d@idloand other noncurrent assets” account in
the consolidated balance sheet.

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

If at the end of any taxable month the output VATeeds the input VAT, the excess shall be paid
by the Group. Any outstanding balance is includeder “Other current liabilities” account in the
consolidated balance sheet. If the input VAT edlsethe output VAT, the excess shall be carried
over to the succeeding month or months. Excesst MAT is included under “Prepayments and
other current assets” account in the consolidatdanice sheet. Input VAT on capital goods may,
at the option of the Group, be refunded or creditgainst other internal revenue taxes, subject to
certain tax laws.

Revenue, expenses and assets are recognizedthetaohount of VAT.

Earnings Per Share

Basic earnings per share is calculated by dividivgnet income or for the year attributable to
common shareholders by the weighted average nuwibshares outstanding during the year,
excluding treasury shares.

Diluted earnings per share is calculated by digdihe net income for the year attributable to
common shareholders by the weighted average nuwibshares outstanding during the year,
excluding treasury shares and adjusted for thectsfief all potential dilutive common shares, if
any.

In determining both the basic and diluted earnimgisshare, the effect of stock dividends, if any,
is accounted for retrospectively.

Segment Reporting

Operating segments are components of an entitywfich separate financial information is
available and evaluated regularly by managemendeciding how to allocate resources and
assessing performance. The Group considers the gperation as its primary activity and its
only business segment. Franchising, renting op@nries and commissioning on bills payment
services are considered an integral part of thve stperations.

Provisions

Provisions are recognized when: (a) the Group hagsent obligation (legal or constructive) as a
result of a past event; (b) it is probable thabatflow of resources embodying economic benefits
will be required to settle the obligation; and &cjeliable estimate can be made of the amount of
the obligation. If the effect of the time valuembney is material, provisions are determined by
discounting the expected future cash flows at atgxerate that reflects current market
assessments of the time value of money and, wimm®priate, the risks specific to the liability.
Where discounting is used, the increase in theigimvdue to the passage of time is recognized
as interest expense. When the Group expects asovor loss to be reimbursed, there
imbursement is recognized as a separate assetwbr@y the reimbursement is virtually certain
and its amount is estimable. The expense relatirany provision is presented in profit or loss,
net of any reimbursement.
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Contingencies
Contingent liabilities are not recognized in thensamlidated financial statements. They are

disclosed unless the possibility of an outflow ekources embodying economic benefits is
remote. Contingent assets are not recognized énctinsolidated financial statements but
disclosed when an inflow of economic benefit islaole. Contingent assets are assessed
continually to ensure that developments are appatly reflected in the consolidated financial
statements. If it has become virtually certaint #xa inflow of economic benefits will arise, the
asset and the related income are recognized icotheolidated financial statements.

Events after the Balance Sheet Date

Post year-end events that provide additional infdiom about the Group’s position at the balance
sheet date (adjusting events) are reflected ircdmsolidated financial statements. Post year-end
events that are non-adjusting events are disclasetthe notes to the consolidated financial
statements when material.

Use of Significant Accounting Judgments, Estimatesnd Assumptions

The preparation of the consolidated financial stafiets in accordance with PFRS requires

management to make judgments, estimates and assomfftat affect the amounts reported in the

consolidated financial statements and notes. UTbgments, estimates and assumptions used in
the consolidated financial statements are based upmagement’'s evaluation of relevant facts

and circumstances as at balance sheet date. Fenverds may occur which can cause the

assumptions used in arriving at those judgmentsmates and assumptions to change. The
effects of any changes will be reflected in thesatidated financial statements of the Group as
they become reasonably determinable.

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

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

Determination of Functional Currency

Based on the economic substance of the underhiimgnostances relevant to the Group, the
functional currency of the Group has been detercthiioebe the Philippine Peso. The Philippine
Peso is the currency of the primary economic emwvirent in which the Group operates. It is the
currency that mainly influences the revenue, castbexpenses of the Group.

Classification of Financial Instruments

The Group classifies a financial instrument, orcisnponents, on initial recognition as a financial
asset, liability or equity instrument in accordana&h the substance of the contractual
arrangement and the definitions of a financial d&dility or equity instrument. The substance
of a financial instrument, rather than its legainfp governs its classification in the consolidated
balance sheet.

Financial assets are classified as financial asgdt¥PL, HTM investments, AFS financial assets
and loans and receivables. Financial liabilities, the other hand, are classified as financial
liabilities at FVPL and other financial liabilities

The Group classifies the cumulative redeemableepred shares as liability in accordance with
the redemption features contained in the sharetolagreement (see Note 15). The cumulative
redeemable preferred shares are redeemable gitiba of the holder.
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The Group determines the classification at inigdognition and, where allowed and appropriate,
re-evaluates this classification at every balamestdate.

The Group’s financial instruments consist of loansl receivables and other financial liabilities
(see Note 30).

Classification of Leases

a. Finance lease as lessor
The Group entered into a sale and leaseback trémsadth an armored car service provider
where it has determined that the risks and rewasdéed to the armored vehicles leased out
will be transferred to the lessee at the end ofdhse term. As such, the lease agreement was
accounted for as a finance lease (see Note 26).

b. Operating lease as lessee
The Group entered into various property leases,revitehas determined that the risks and
rewards related to the properties are retained thighessors. As such, the lease agreements
were accounted for as operating leases (see Npte 26

c. Operating lease as lessor
The Group entered into property subleases on d@sel properties. The Group determined
that it retains all the significant risks and redsof these properties which are leased out on
operating leases (see Note 26).

Estimates

The key assumptions concerning the future and éiesources of estimation uncertainty at the
balance sheet date that have a significant riskaosing a material adjustment to the carrying
amounts of assets and liabilities follow:

Determination of Fair Values

The fair value for financial instruments tradedattive markets at the balance sheet date is based
on their quoted market price or dealer price quanat(bid price for long positions and ask price
for short positions), without any deduction fomsaction costs. When current bid and ask prices
are not available, the price of the most recentstation provides evidence of the current fair
value as long as there has not been a signifi¢arige in economic circumstances since the time
of the transaction.

For all other financial instruments not listed im active market, the fair value is determined by
using appropriate valuation techniques. Valuati@echniques include net present value
techniques, comparison to similar instruments foiclv observable market prices exist, options
pricing models, and other relevant valuation madels

Note 29 presents the fair values of the finanaigtruments and the methods and assumptions
used in estimating their fair values.

Impairment of Loans and Receivables

The Group reviews its loans and receivables at dmthnce sheet date to assess whether a
provision for impairment should be recognized iofpror loss or loans and receivables balance
should be written off. In particular, judgment iImanagement is required in the estimation of the
amount and timing of future cash flows when detaing the level of allowance required. Such
estimates are based on assumptions about a nurhifactors and actual results may differ,
resulting in future changes to the allowance. Mweg, management evaluates the presence of
objective evidence of impairment which includeseslable data that comes to the attention of the
Group about loss events such as but not limitedsigmificant financial difficulty of the
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counterparty, a breach of contract, such as a Hefaudelinquency in interest or principal
payments, probability that the borrower will entb@nkruptcy or other financial re-organization.

In addition to specific allowances against indivatly significant loans and receivables, the Group
also makes a collective impairment allowance agairposures which, although not specifically
identified as requiring a specific allowance, havegreater risk of default than when originally
granted. This takes into consideration the cregit characteristics such as customer type,
payment history, past due status and term.

The carrying value of loans and receivables amautaé€1,857,374,371 and B2,027,780,292 as at
December 31, 2015 and 2014, respectively (see Nétes, 9, 10 and 30). Allowance for
impairment on loans and receivables amounted td,488,395 and BR18,960,182 as at
December 31, 2015 and 2014 (see Note 5). Provisioimpairment amounted to B5,742,310, nil
and P12,671,486 in 2015, 2014 and 2013, respéclisee Note 19).

Decline in Inventory Value

Provisions are made for inventories whose NRV aveet than their carrying cost. This entails
determination of replacement costs and costs nagetss make the sale. The estimates are based
on a number of factors, such as but not limitethéoage, status and recoverability of inventories.

The carrying value of inventories amounted to B8,%98,726 and B1,165,094,076 as at
December 31, 2015 and 2014, respectively (see BloteNo provisions for decline in inventory
value were recognized in 2015, 2014 and 2013.

Impairment of Non-financial Assets Other than Goildw

The Group assesses whether there are any indicatamspairment for all non-financial assets,
other than goodwill, at each balance sheet dates@mon-financial assets (property and
equipment, rent deposits, and software and progst) are tested for impairment when there are
indicators that the carrying amounts may not beveble.

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

« significant underperformance relative to expectéstorical or projected future operating
results;

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

» significant negative industry or economic trendgj a

» decline in appraised value.

As at December 31, 2015 and 2014, the Group haglentified any indicators or circumstances
that would indicate that the Group’s property amglipment, rent deposits and software and
program cost are impaired. Thus, no impairmensdsson these non-financial assets were
recognized for the years ended December 31, 2@1%, &nd 2013.

The carrying values of these non-financial assetas follows:

2015 2014
Property and equipment (Note 8) P4,753,670,268 B3,558,089,998
Rent deposits (Note 9) 415,821,916 324,638,850

Software and program cost (Note 10) 2,524,677 3,477,680
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Estimation of Useful Lives of Property and Equiptreerd Software and Program Cost

The Group estimates the useful lives of its prgpand equipment and software and program cost
based on a period over which the assets are exb&xtbe available for use and on collective
assessment of industry practices, internal evalnasind experience with similar arrangement.
The estimated useful lives of property and equignaed software and program cost are revisited
at the end of each financial reporting period apdated if expectations differ materially from
previous estimates.

Property and equipment, net of accumulated depresiaand amortization, amounted to
R4,753,670,268 and B3,558,089,998 as at Dece3ib@015 and 2014, respectively (see Note 8).
The carrying amounts of software and program cosiusted to B2,524,677 and B3,477,680 as at
December 31, 2015 and 2014, respectively (see Nojte

Revaluation of Land

The Group’s parcels of land are carried at revalmdunts, which approximate its fair values at
the date of the revaluation, less any subsequennadated impairment losses. The valuations of
land are performed by independent appraisers. |Rai@ns are made every two to five years or
more frequently as necessary, to ensure that thgirmg amounts do not differ materially from
those which would be determined using fair valudsaéance sheet date.

The last appraisal made on the Group’s parcelard Was in June 2014, where it resulted to an
additional appraisal increase of B15,289,400ph&%6,552,600 deferred income tax liability. The
carrying amount of land amounted to B66,323,000aasDecember 31, 2015 and 2014
(see Note 8).

Impairment of Goodwiill

The Group determines whether goodwill is impaireteast on an annual basis. This requires an
estimation of the value in use of the CGUs to whioh goodwill is allocated. Estimating the
value in use amount requires management to malestanate of the expected future cash flows
from the CGUs and also to choose a suitable didaaitm in order to calculate the present value of
those cash flows.

Based on the assessment made by the Group, theme isnpairment of goodwill as the
recoverable amount of the CGUs exceeds the cargfimgunt of the unit, including goodwill as at
December 31, 2015 and 2014. The carrying valugoodwill amounted to B65,567,524 as at
December 31, 2015 and 2014 (see Note 10). No imeait losses were recognized in 2015, 2014
and 2013.

Estimation of Retirement Benefits

The net retirement benefits cost and the presdoevaf retirement obligations are determined
using actuarial valuations. The actuarial valuaiiovolves making various assumptions. These
include the determination of the discount rategjriisalary increases, mortality rates and future
pension increases. Due to the complexity of tHeateon, the underlying assumptions and its
long-term nature, defined benefit obligations aghly sensitive to changes in these assumptions.
All assumptions are reviewed at each financial rigpg date.

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

The mortality rate is based on publicly availablertality tables. Future salary increases and
pension increases are based on expected futuagionflrates.
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The Group’s net retirement obligations amountedBtt00,870,628 and B100,404,074 as at
December 31, 2015 and 2014, respectively (see Rite Retirement benefits cost amounted to
B23,029,230, BR19,867,370 and B16,858,692 in,220H4 and 2013, respectively (see Notes 23
and 24).

Provisions and Contingencies

The Group has pending legal cases in the ordinanyse of business. The Group’s estimate of

the probable costs for the resolution of thesellegses has been developed in consultation with
in-house and outside legal counsels and is based tiie analysis of the potential outcomes. It is

possible, however, that future results of operatioould be affected by changes in the estimates
or in the effectiveness of strategies relatinghese proceedings.

As at December 31, 2015 and 2014, the Group hagsispyns amounting to B22,718,853 and

P8,718,853, respectively, and is reported asgiddthers” under “Accounts payable and accrued
expenses” account in the consolidated balancesksst Note 12). Provisions and contingencies
are further explained in Note 34.

Realizability of Deferred Income Tax Assets

Deferred income tax assets are recognized forealporary deductible differences to the extent
that it is probable that sufficient future taxalpeofits will be available against which the
deductible temporary differences can be utilizédanagement has determined based on business
forecast of succeeding years that there is enoaghbte profits against which the recognized
deferred income tax assets will be realized.

The Group’s recognized deferred income tax assetwated to B102,693,630 and B95,008,691
as at December 31, 2015 and 2014, respectivelyNete27).

Cash and Short-Term Investment

2015 2014
Cash on hand B289,636,424 PB174,433,643
Cash in banks 586,341,649 1,067,252,100

P875,978,073 B1,241,685,743

Cash in banks earn interest at the respective thepésit rates.

As at December 31, 2015 and 2014, short-term invast amounting to B10,983,401 and
R10,884,130, respectively, pertains to time dépasich has a maturity date of more than
90 days.

Interest income from savings and deposits accoants short-term investment amounted to
B3,510,087, B2,545,822 and B4,298,717 in 20084 and 2013, respectively (see Note 22).
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5. Receivables

2015 2014
Suppliers P408,935,881 B159,162,156
Franchisees (Note 32) 329,329,550 403,074,403
Employees 30,389,608 17,206,304
Store operators 3,983,205 12,048,431
Rent 2,007,087 5,363,909
Due from PhilSeven Foundation, Inc. (PFI)

(Note 25) 4,088,483 3,525,452
Lease receivable - net of unearned interest income

amounting to nil and 5,773 as at December 31,

2015 and 2014, respectively (Note 26) 3,747,773 3,742,000
Insurance receivable 1,192,091 1,155,417
Notes receivable 990,917 990,917
Others 7,030,373 2,078,334

791,694,968 608,347,323
Less allowance for impairment 24,435,395 18,960,182

R767,259,573 PB589,387,141

The classes of receivables of the Group are aswsll

Suppliers - pertains to receivables from the Grewguippliers for display allowances, annual
volume discount and commission income from diffesarvice providers.

Franchisees - pertains to receivables for the itorgrioans obtained by the franchisees at the
start of their store operations and charges fdpuarexpenses such as rent and utilities.

Employees - includes car loans, salary loans ask shortages from stores which are charged
to employees. Interest earned on receivable frompl@ees amounted to nil, B13,660 and
R17,037 in 2015, 2014 and 2013, respectively Ksee 22).

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

Rent - pertains to receivables from sublease agretnwith third parties, which are based on
an agreed fixed monthly rate or as agreed upohédyparties.

Lease receivable - pertains to a five-year salelaaseback finance lease agreement entered
by the Company with an armored car service proisiee Note 26).

Notes receivable - pertains to a receivable frotmira party borrower evidenced by a written
promise of payment with a five-year term maturing #&anuary 31, 2015. Unamortized
discount amounted to nil in 2015 and 2014. Acoretdf interest income amounted to nil,
R37,165 and B123,182 in 2015, 2014 and 2013egcdsply (see Note 22).

Receivables are noninterest-bearing and are ggneral30 to 90 day terms except for loans to
employees, lease receivable and notes receivaliteawnual interest rates of 10.00%, 7.00% and
6.32%, respectively (see Note 26).
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Impairment on receivables is based on individuatl awllective assessment of accounts.
Movements in allowance for impairment are as folow

2015
Provision
Beginning for the year Ending
balances (Note 19) Write-off Reversal balances
Suppliers B15,565,934 B5,742,310 B— =5 B21,308,244
Franchisees 214,342 - - - 214,342
Employees 539,921 - - - 539,921
Store operators 365,801 - - - 365,801
Rent 2,274,184 - - (267,097) 2,007,087
Total P18,960,182 B5,742,310 B— (B267,097)B24,435,395
2014
Provision
Beginning for the year Ending
balances (Note 19) Write-off Reversal balances
Suppliers B15,565,934 B— B— B— P15,565,934
Franchisees 214,342 - - - 214,342
Employees 539,921 — - - 539,921
Store operators 365,801 - - - 365,801
Rent 2,274,184 — - — 2,274,184
Total P18,960,182 = B— = P18,960,182
6. Inventories
2015 2014
At cost (Note 18):
Warehouse merchandise B910,485,903 B716,772,116
Store merchandise 658,012,823 448,321,960

P1,568,498,726 P1,165,094,076

No inventories are pledged nor treated as sectoityutstanding liabilities as at December 31,
2015 and 2014.

7. Prepayments and Other Current Assets

2015 2014

Current portion of:

Deferred input VAT B158,318,201 B99,572,933

Deferred lease (Notes 10 and 26) 3,646,778 3,554,358
Prepaid:

Rent 109,315,676 133,107,466

Store expenses 27,653,626 33,469,093

Uniform 4,451,884 1,531,177

Taxes 182,553 8,987,076

Repairs and maintenance - 46,294

Others 15,706,447 8,014,104

(Forward)
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2015 2014
Advances to suppliers B47,053,657 B33,409,032
Advances for expenses 41,742,009 25,820,535
Supplies 4,691,537 5,810,873
Dues and subscription - 706,584
Others (Note 30) 13,288,330 4,367,005

P426,050,698 P358,396,530

Deferred input VAT pertains to the input VAT on taequisition of capital goods over B1,000,000
which are being amortized over the useful life @mBonths, whichever is shorter, commencing on
the date of acquisition.

Property and Equipment

Movements in property and equipment are as follows:

2015
At Cost
Land- Store Office
at Revalued Buildings and  Furniture and Furnitureand Transportation Computer Leasehold  Construction
Amount __Improvements Equipment Equipment Equipment Equipment _Improvements In-Progress Total

Cost/Revalued Amount
Beginning balances P66,323,000 P156,326,344 P2,897,637,390 R9562B8 PB52,347,579 P298,187,598 P1,713,536,550185@ 23,564 P6,325,588,263
Additions - — 1,208,723,010 353,225,388 10,655,186 85,046,116139,543,624 490,623,580 2,287,816,904
Retirements - - (56,872,570)  (32,653,584) (1,537,731) (5,496,98 (69,185,144) - (165,746,010)
Reclassifications - - - - - - 397,055,343 (397,055,343) -
Revaluation increment - = - - - - - - =
Ending balances 66,323,000 156,326,344  4,049,487,830  1,276,678,042 61,465,034 377,736,733 2,180,950,373 278,691,801447859,157
Accumulated Depreciation

and Amortization
Beginning balances - 80,224,199 1,378,656,135 436,786,878 27,107,834 87,110,400 657,612,819 - 2,767,498,265
Depreciation and amortization

(Note 19) - 6,921,638 589,227,758 195,791,519 10,182,292 33695 233,666,647 - 1,092,223,359
Retirements - - (56,872,570)  (32,640,309) (1,537,731) (5,496,98 (69,185,144) - (165,732,735)
Reclassifications - = - - - - - - =
Ending balances — 87,145,837  1,911,011,323 599,938,088 35,752,395 38,026,924 822,094,322 - 3,693,988,889
Net Book Values P66,323,000 P69,180,507 P2,138,476,507 P6769B39 P25,712,639 P139,689,809 P1,358,856,051 78/@31,801 P4,753,670,268

2014
At Cost
Land- Store Office
atrevalued  Buildings and Furniture and Fureitand  Transportation Computer Leasehold Constructio
Amount __Improvements Equipment Equipment Equipment Equipment _ Improvements In-Progress Total

Cost/Revalued Amount
Beginning balances P44,481,000 P118,154,849 0B2@6,026 R763,055,302 P45,130,103  P244,985,884421,900,034 P95,198,923 P4,933,011,601
Additions - 9,397,840 746,231,018 265,953,317 18 B30 66,548,549 222,127,663 332,626,429 1,6531683,
Retirements - - (48,699,654)  (72,902,381) (3,47),81 (13,346,315)  (144,419,280) —  (282,838,444)
Reclassifications - 28,773,655 - - - - 213,928,13%242,701,788) -
Revaluation increment 21,842,000 — — — — — — — 22,80
Ending balances 66,323,000 156,326,344  2,897,687,39 956,106,238 52,347,579 298,187,598  1,713,536,550185,123,564  6,325,588,263
Accumulated Depreciation

and Amortization
Beginning balances - 74,124,862 978,021,331 35887 19,367,872 165,369,417 590,628,202 - 2,18(9888
Depreciation and amortization

(Note 19) - 4,058,141 449,334,458 150,730,603 BB 35,087,298 213,445,093 - 862,759,509
Retirements - - (48,699,654)  (72,771,021) (2,368,95 (13,346,315)  (144,419,280) —  (281,600,224)
Reclassifications — 2,041,196 — — — — (2,041,196) — —
Ending balances - 80,224,199  1,378,656,135 43@786, 27,107,834 187,110,400 657,612,819 — 2,7672898,
Net Book Values 66,323,000 P76,102,145 P1,518,981,255 P51®609 P25,239,745 P111,077,198 P1,055,923,731 85,223,564 P3,558,089,998

Construction in-progress pertains to costs of ¢an8hg new stores and renovation of old stores.
Completion of construction and renovation is expécivithin three months to one year from

construction date. The costs of constructed staresaccumulated until such time the relevant
assets are completed and put into operational use.
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In June 2014, the Group revalued its land with emsbunting to R39,866,864 at appraised value
of B66,323,000, as determined by a professiogidfified independent appraiser. The additional
appraisal increase of B15,289,400, net of B6gBB2deferred income tax liability (see Note 27),
resulting from the revaluation was credited to “Rlewation increment on land - net of deferred
income tax liability” account under equity sectioh the consolidated balance sheets. The
appraised value was determined using the marketajgiroach, wherein the value of the land is
based on sales and listings of comparable properégistered within the vicinity. Land is
categorized under level 3 in the fair value hidmgrc

The cost of fully depreciated property and equipimidnat are still being used in operations
amounted to B854,515,613 and B642,631,189 as@niber 31, 2015 and 2014, respectively.
No property and equipment are pledged nor treaseskaurity to the outstanding liabilities as at
December 31, 2015 and 2014.

Deposits
2015 2014
Rent B415,821,916 PB324,638,850
Refundable (Notes 29 and 30) 85,525,747 75,964,346
Utilities (Notes 29 and 30) 69,522,572 53,374,427
Others (Notes 29 and 30) 7,479,457 6,551,174
P578,349,692 P460,528,797
Refundable
Refundable deposits on rent are computed at aredrtiast as follows:
2015 2014
Face value of security deposits B116,605,505 BR112,684,321
Refunded (3,390,502) (7,785,736)
Unamortized discount (27,689,256) (28,934,239)

P85,525,747 B75,964,346

Movements in unamortized discount are as follows:

2015 2014
Beginning balance B28,934,239 B18,628,980
Additions 2,264,413 13,353,716
Accretion (Note 22) (3,509,396) (3,048,457)

Ending balance P27,689,256 B28,934,239




-31 -

10. Goodwill and Other Noncurrent Assets

2015 2014

Noncurrent portion of:

Deferred input VAT B239,469,982 B204,816,161

Prepaid rent 69,497,911 64,581,202

Receivable from franchisees (Note 32) 36,836,593 48,675,044

Deferred lease (Note 26) 18,968,629 21,762,365
Intangible assets:

Goodwill 65,567,524 65,567,524

Software and program cost 2,524,677 3,477,680
Garnished accounts 5,937,064 7,945,958
Others 635,912 2,174,510

P439,438,292 PB419,000,444

Deferred Lease
Deferred lease pertains to “Day 1” loss recognipedrefundable deposits on rent, which is

amortized on a straight-line basis over the terrimefrelated leases.

Movements in deferred lease are as follows:

2015 2014
Beginning balance B25,316,723 B14,240,643
Additions 2,264,413 13,353,716
Amortization (Note 26) (4,965,729) (2,277,636)
Ending balance 22,615,407 25,316,723
Less current portion (Note 7) 3,646,778 3,554,358
Noncurrent portion B18,968,629 P21,762,365

Goodwill

On March 22, 2004, the Group purchased the leadetights and store assets of Jollimart
Philippines Corporation (Jollimart) for a total eiteration of B130,000,000. The excess of the
acquisition cost over the fair value of the assetjuired was recorded as goodwill amounting to
R70,178,892. In 2008, the Group recognized anaiment loss in goodwill amounting to

P4,611,368.

The recoverable amount of the goodwill was estithagesed on the value in use calculation using
cash flow projections from financial budgets apguby senior management covering a five year
period. The pre-tax discount rate applied to dbsh projections is 13.20% in 2015 and 12.70%

in 2014. The cash flows beyond the five-year gkidoe extrapolated using 2.00% and 3.00%
growth rates in 2015 and 2014, respectively, whidhthe same as the long-term average growth

rates for the retail industry.

No store acquired from Jollimart was closed in 2848 2014. In 2011, the Group has closed one
store out of the 25 remaining stores it purchasedhfJollimart. No impairment loss was
recognized in 2015, 2014 and 2013.

Goodwill is allocated to the group of CGU which qanises the working capital and property and
equipment of all the purchased stores’ assets.
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Key assumptions used in value in use calculatiorZ)il5 and 2014 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 increased ovebtlget period for anticipated efficiency
improvements. Sales are projected to increase @382 per annum in 2015 and 2014 while
the cost ratio is set at 68.10% to 73.80% and 69.80 70.30% of sales per annum in 2015
and 2014, respectively.

b. Discount Rates
Discount rates reflect management’s estimatesefitks specific to the CGU. Management
computed for its weighted average cost of capihCC). In computing for its WACC, the
following items were considered:

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

e Market risk premium

e Company relevered beta

¢ Alpha risk

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

Management recognized that unfavorable conditiaugdcmaterially affect the assumptions used
in the determination of value in use. An increab21.24% and 26.25% in the discount rates, or a
reduction of growth rates by 17.10% and 13.00%,ld/give a value in use equal to the carrying
amount of the CGU in 2015 and 2014, respectively.

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

2015 2014

Cost:

Beginning balance B19,118,180 B17,871,180

Additions - 1,247,000

Reclassification (75,000) -

Ending balance 19,043,180 19,118,180
Accumulated amortization:

Beginning balance 15,640,500 14,984,895

Amortization (Note 19) 878,003 655,605

Ending balance 16,518,503 15,640,500
Net book value B2,524,677 B3,477,680

Garnished Accounts

Garnished accounts pertain to the amount set &sidbe Group, as required by the courts, in

order to answer for litigation claims should thsulés be unfavorable to the Group.
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11. Bank Loans and Long-term Debt

Bank Loans

Bank loans in 2015 and 2014 represent unsecurelippthe Peso-denominated short-term
borrowings of PSC from various local banks, payablemp-sum in 2016 and 2015, respectively,
with annual interest rates ranging from 1.90% @0% in 2015 and 2.00% to 2.50% in 2014,
which are repriced monthly based on market conuitio

Movements in bank loans are as follows:

2015 2014
Beginning balance B750,000,000 B560,000,000
Availments 1,480,000,000 950,000,000
Payments (1,080,000,000) (760,000,000)
Ending balance B1,150,000,000 B750,000,000

Interest expense from these bank loans amount@82¢135,465, B16,060,038 and B16,033,270
in 2015, 2014 and 2013, respectively (see Note Riferest payable amounted to B1,456,250 and
P800,000 as at December 31, 2015 and 2014, resggcsee Note 12).

Long-term Debt
Long-term debt availed in 2015 represent unsecBigtippine Peso-denominated borrowings of

CDI from a local bank, payable in 20 quarterly dgpayments until May 13, 2020. These
borrowings bear interest rates ranging from 3.1d%.22% in 2015, subject to quarterly repricing
based on market conditions.

Movements in long-term debt loans are as follows:

2015
Availments B90,000,000
Payments 9,000,000
81,000,000

Less current portion 18,000,000
Noncurrent portion B63,000,000

Interest expense from these borrowings amount@&1{601,418 in 2015 and nil in 2014 and 2013
(see Note 21). Interest payable amounted to R1423nd nil as at December 31, 2015 and 2014,
respectively (see Note 12).

The proceeds of the bank loans and long-term del® wsed for the operations of the Group.
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12. Accounts Payable and Accrued Expenses

2015 2014
Trade payable B1,826,297,820 B2,031,839,981
Employee benefits 105,085,550 71,421,033
Utilities 96,576,822 90,223,127
Rent (Note 26) 75,616,440 65,729,071
Outsourced services 64,035,623 41,302,057
Repairs and maintenance 44,187,134 20,436,412
Bank charges 25,180,700 14,254,500
Security services 20,713,819 9,112,687
Advertising and promotion 2,846,192 41,339,695
Interest (Notes 11 and 15) 2,011,954 1,058,750
Others (Note 34) 103,569,342 58,443,400

P2,366,121,396 B2,445,160,713

The trade suppliers generally provide 15 or 30-ci@dit terms to the Group. Prompt payment
discounts ranging from 0.5% to 5.0% are given byimber of trade suppliers. All other payables
are due within 3 months.

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

13. Other Current Liabilities

2015 2014

Non-trade accounts payable B743,739,171 B410,511,377
Output VAT 145,484,516 74,165,095
Retention payable 113,676,477 81,784,397
Withholding taxes 51,317,633 43,688,935
Current portion of deferred revenue on:

Exclusivity contract (Notes 16 and 32) 25,000,000 25,000,000

Customer loyalty programme 43,628,031 18,173,684

Finance lease (Note 26) - 98,264
Royalty (Note 32) 24,323,677 19,330,605
Due to franchisees (Note 32) 18,341,605 128,356,232
Service fees payable 1,456,938 8,012,505
Others (Note 25) 57,553,594 44,601,544

R1,224,521,642 PB853,722,638

Non-trade accounts payable pertains to payablagpliers of goods or services that forms part of
general and administrative expenses. These aietamest-bearing and are due within one year.

Retention payable pertains to the 10% of progréieds related to the construction of stores to
be paid upon satisfactory completion of the comsion.

Service fees payable pertains to management fetote operators of service agreement stores
computed based on a graduated percentage multifgistbres’ gross profit and is payable the
following month.
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14.

Deposits Payable

2015 2014
Franchisees (Note 32) B128,226,587 B124,767,926
Service agreements (Note 32) 94,282,022 95,268,832

Rent 15,796,534 14,465,851
P238,305,143 B234,502,609

15.

Cumulative Redeemable Preferred Shares

Cumulative redeemable preferred shares, which edeemable at the option of the holder,
represent the share of PSC-ERP through its truBReAMTG, in SSHI's net assets pertaining to

preferred shares. PSC-ERP is entitled to an anfeiaaranteed Preferred Dividend” in the

earnings of SSHI starting April 5, 2002, the dateew the 25% of the subscription on preferred
shares have been paid, in accordance with the Gairpo Code.

The guaranteed annual dividends shall be calculated paid in accordance with the
Shareholder's Agreement dated November 16, 200@hwvprovides that the dividend shall be
determined by the BOD of SSHI using the prevailimgrket conditions and other relevant factors.
Further, the preferred shareholder shall not ppete in the earnings of SSHI except to the extent
of guaranteed dividends and whatever is left ofrétained earnings will be declared as dividends
in favor of common shareholders. Guaranteed prdentividends included under “Interest
expense” account in the consolidated statementeraprehensive income amounted to B154,740,
P135,780 and P214,620 in 2015, 2014 and 201Bectsely (see Note 21). Interest payable
amounted to P413,490 and B258,750 as at DeceBiheR015 and 2014, respectively (see
Note 12).

16.

Deferred Revenue

2015 2014
Noncurrent portion of deferred revenue on:
Exclusivity contracts (Note 32) P— B25,000,000
Others 5,905,714 1,552,651
B5,905,714 B26,552,651

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

2015 2014
Beginning balance B50,000,000 B446,429
Addition - 75,000,000
Amortization (Notes 20 and 32) (25,000,000) (25,446,229)
Ending balance (Note 32) 25,000,000 50,000,000
Less current portion (Note 13) 25,000,000 25,000,000
Noncurrent portion B- B25,000,000
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17. Equity

Common Stock

The Company was listed with the Philippine Stocklange on February 4, 1998 with total listed
shares of 71,382,000 common shares consisting7 @f08,000 shares for public offering and
24,382,000 shares for private placement. The Gofiered the share at a price of B4.40.

Below is the Company’s track record of the registraof 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 R1.00
Listed shares:
February 4, 1998 Public offering 400,000,000 47,000,000 4.40
Private placement 400,000,000 24,382,000 4.40
August 15, 2008 10% stock dividends 400,000,00@3,725,200 1.00
August 4, 2009 10% stock dividends 400,000,00®6,097,720 1.00
August 27, 2010 5% stock dividends 400,000,00014,353,746 1.00
August 19, 2011 15% stock dividends 400,000,00@15,214,300 1.00
November 15, 2012 15% stock dividends 600,000,0061,996,445 1.00
August 15, 2013 15% stock dividends 600,000,00%9,795,912 1.00
As at December 31, 2015 459,121,573

As at December 31, 2015 and 2014, the Company hatalkaof 630 and 640 shareholders on
record.

On July 24, 2012, the BOD and at least 2/3 of tbenany’s stockholders approved the increase
of the Company’s authorized common stock from B@Q®000, divided into 400,000,000
common shares with par value of B1 per shares@00/00,000, divided into 600,000,000
common shares with a par value of B1 per share.

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

Retained Earnings

The Group’s retained earnings is restricted toetkient of B177,324,949 and B107,463,213 as at
December 31, 2015 and 2014, respectively, for theistributed earnings of subsidiaries and
B2,923,246 as at December 31, 2015 and 2014édarast of treasury shares.

On November 18, 2015, the BOD approved the appatpn of retained earnings amounting to
B2,450,000,000 intended for store and warehougansion. These projects are expected to be
completed in 2018.
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Stock Dividends
There was no stock dividend declaration in 2015201H. Details of the Group’s stock dividend
declaration for the year ended December 31, 204 asfollows:

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 AP

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

Cash Dividends
Details of the Group’s cash dividend declarationtfe years ended December 31, 2015, 2014 and
2013 are shown below:

Outstanding no. of
Dividend common shares as  Total cash

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

April 23, 2015 May 8, 2015 May 22, 2015 R0.40 4885,323 PR183,374,129
April 24, 2014 May 23, 2014 June 18, 2014 0.30 438,323 137,530,597
July 18, 2013 August 15, 2013  September 9, 2013 00.1 398,639,411 39,863,941

The Group’s BOD approved all the cash dividendsem&ed above.

Treasury Shares
There are 686,250 shares that are in treasury a@mnguio B2,923,246 as at December 31, 2015

and 2014. There is no movement in the Group’stmgashares in 2015 and 2014.

18. Cost of Merchandise Sales

2015 2014 2013
Merchandise inventory, beginning
(Note 6) P1,165,094,076 PR900,849,891 R726,986,563
Net purchases 17,294,994,990 13,125,840,660 10,835,492,846

18,460,089,066 14,026,690,551 11,562,479,409

Less merchandise inventory, ending
(Note 6) 1,568,498,726 1,165,094,076 900,849,891
P16,891,590,340R12,861,596,475 P10,661,629,518

19. General and Administrative Expenses

2015 2014 2013
Communication, light and water B1,260,607,213 B1,111,566,076 B908,791,566
Rent (Note 26) 1,121,193,327 716,894,020 553,791,399
Depreciation and amortization
(Note 8) 1,092,223,359 862,759,509 709,518,959
Outside services (Note 32) 1,050,937,424 787,035,907 668,604,676
Personnel costs (Note 23) 568,997,511 365,590,415 342,606,112

(Forward)
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2015 2014 2013

Trucking services B350,442,201 B293,246,442 P218,412,580
Advertising and promotion 345,030,366 281,258,513 246,559,168
Royalties (Note 32) 256,390,436 204,755,907 171,714,747
Warehousing services 254,130,414 199,368,536 141,077,370
Repairs and maintenance 225,459,706 145,069,812 136,666,288
Supplies 204,200,092 149,834,763 113,159,695
Taxes and licenses 176,774,287 103,144,450 104,669,922
Transportation and travel 65,660,872 61,541,457 46,379,337
Entertainment, amusement and

recreation 60,768,450 38,931,132 33,472,479
Inventory losses 37,972,396 23,252,340 12,561,816
Dues and subscription 20,462,743 14,609,800 11,579,746
Insurance 16,139,822 12,136,880 10,311,574
Provision for impairment

of receivables (Note 5) 5,742,310 - 12,671,486
Amortization of software and

program cost (Note 10) 878,003 655,605 1,316,561
Others 349,577,933 144,722,272 76,519,585

P7,463,588,865 B5,516,373,836 PB4,520,385,066

20. Marketing Income

2013
P288,895,179

2014
P318,031,168

2015
P566,683,080

Promotions
Marketing support funds
(Notes 16 and 32) 145,381,982

P463,413,150

91,898,676
B380,793,855

168,538,374
B735,221,454

21. Interest Expense

2015 2014 2013
Interest on bank loans and long-term
debt (Note 11) P33,836,883 R16,060,038 R16,033,270
Guaranteed preferred dividends
(Note 15) 154,740 135,780 214,620
P33,991,623 P16,195,818 B16,247,890
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22. Interest Income

2015 2014 2013
Bank deposits (Note 4) P3,385,138 P2,450,337 P4,103,156
Accretion of refundable deposits
(Note 9) 3,509,396 3,048,457 2,529,649
Short-term investment (Note 4) 124,949 95,485 195,561
Finance lease (Note 26) 5,773 96,445 197,219
Accretion of note receivable (Note 5) - 37,165 123,182
Receivable from employees (Note 5) - 13,660 17,037
B7,025,256 R5,741,549 B7,165,804
23. Personnel Costs
2015 2014 2013
Salaries and wages B302,201,732 B184,489,666 B175,765,448
Employee benefits 243,766,549 161,233,379 149,981,972
Net retirement benefits cost
(Note 24) 23,029,230 19,867,370 16,858,692

P568,997,511

B365,590,415

B342,606,112

24. Retirement Benefits

The Group maintains a trusteed, non-contributorfindd benefit retirement plan covering all
qualified employees administered by a trustee hsrder the supervision of the Board of Trustees
(BOT) of the plan. The BOT is responsible for istveent of the assets. It defines the investment
strategy as often as necessary, at least annuapecially in the case of significant market
developments or changes to the structure of the gpdaticipants. When defining the investment
strategy, it takes account of the plans’ objectiv@snefit obligations and risk capacity. The
investment strategy is defined in the form of egléerm target structure (investment policy). The
BOT delegates the implementation of the investnpaiicy in accordance with the investment
strategy as well as various principles and objestito an Investment Committee, which also
consists of members of the BOT, a Director and at@ter. The Controller of the fund is the
one who oversees the entire investment process.

Under the existing regulatory framework, Repullat 7641 requires a provision for retirement
pay to qualified private sector employees in theealbe of any retirement plan in the entity,
provided however that the employee’s retirementeliemnunder any collective bargaining and
other agreements shall not be less than thosedawvinder the law. The law does not require
minimum funding of the plan.



-40 -

Changes in net retirement obligations in 2015 arlokows:

Net retirement benefits cost in consolidatedtatement
of comprehensive income

Remeasurements in other comprehensive income

Actuarial Actuarial
changes arising changes arising
from changes in from changes in

Current Benefits Remeasuremer financial demographic Experience Contribution by
January 1,2015 service cost Net interest Subtotal (Note 23) paid on plan asset assumptions assumptions adjustments Subtotal employer December 31, 2015
Present value of the
retirement obligations
PSC (P158,897,660) (R17,719,335) (R7,325,182) (P25,044,517) B4,389,781 - P P10,686,665 (P1,899,437) (P2,570,780) P6,216,448 P— (R173,335,948)
CDI (9,548,565) (736,772) (385,200) (1,121,972) 1,517,995 - 328,835 (41,036) (339,991) (52,192) - (9,204,734)
(168,446,225)  (18,456,107) (7,710,382) (26,166,489) 5,907,776 - 11,015,500 (1,940,473)  (2,910,771) B6,164,256 - (182,540,682)
Fair value of plan assets
PSC 65,463,006 - 3,017,845 3,017,845 (2,379,383) (1,575,151 - - - (1,575,151) 15,000,000 79,526,317
CDI 2,579,145 - 119,414 119,414 (445,995) (108,827 — — — (108,827) - 2,143,737
68,042,151 - 3,137,259 3,137,259 (2,825,378) (1,683,978 - - - (1,683,978) 15,000,000 81,670,054
Net retirement obligations (2100,404,074) (P18,456,107) (P4,573,123) (223,029,230) B3,082,398 1,683,978 P11,015,500 (21,940,473) (B2,910,771) P4,480,278 £15,000,000 (2100,870,628)
Changes in net retirement obligations in 2014 arlokows:
Net retirement benefits cost in consolidated statém
of comprehensive income Remeasurements in otheprehensive income
Actuarial changes
arising from
changes in
Current Benefits Remeasurement financial Experience Contribution by
January 1,2014 service cost Net interest Subtotal (Note 23) paid on plan assets  assumptions adjustments Subtotal employer December 31, 2014
Present value of the retirement
obligations
PSC (2138,054,970) (R14,826,166) (B6,322,918) (B21,149,084) B2,176,317 B- B742,576 (22,612,499) (R1,869,923) B- (2158,897,660
CDI (8,206,463) (641,611) (353,699) (995,310) - - 199,383 (546,175) (346,792) - (9,548,565)
(146,261,433) (15,467,777) (6,676,617) (22,144,394) 2,176,317 - 941,959 (3,158,674) (2,216,715) - (168,446,225)
Fair value of plan assets
PSC 48,701,153 - 2,230,513 2,230,513 (2,176,317) (1,737,143) - - (1,737,143) 18,444,800 65,463,006
CDI 1,079,138 — 46,511 46,511 — (46,504) — — (46,504) 1,500,000 2,579,145
49,780,291 - 2,277,024 2,277,024 (2,176,317) (1,783,647) - - (1,783,647) 19,944,800 68,042,151
Net retirement obligations (R96,481,142) (R15,467,777)  (R4,399,593) (P19,867,370) B— (R1,783,647) BR941,959 (P3,158,674) (P4,000,362) P19,944,800 (R100,404,074)
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The fair value of plan assets by each class deatrid of each balance sheet date are as follows:

PSC CDI
December 31,2015 December 31,2014 December31,2015 December 31,2014
Government securities B52,092,967 B- B— B-
BPI short term fund:
Unit investment trust fund 6,675,765 55,493,618 107,452 2,067,114
BPI ALFM mutual fund 10,060,085 - 2,036,285 512,031

Investments in equity securities: -
PSC - listed shares -
46,975 and 40,848 as
December 31, 2015

and 2014, respectively 4,697,500 3,969,388 - -
SSHI - unlisted shares 6,000,000 6,000,000 — —
Fair value of plan assets B79,526,317 B65,463,006 B2,143,737 B2,579,145

The trustee exercises voting rights over the PRCS8HI shares held by the retirement fund.

The retirement benefits cost and the present @itiee retirement are determined using actuarial
valuations. The actuarial valuation involves makingrious assumptions. The principal
assumptions used in determining the net retiremleligations are shown below:

PSC CDI

2015 2014 2015 2014

Discount rates 5.01% 4.61% 5.10% 4.63%

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 determbesid on reasonably possible changes of each
significant assumption on the defined benefit dailign as at December 31, 2015, assuming if all
other assumptions were held constant:

Increase
(Decrease) PSC CDI
Discount rates +0.5% (B12,315,099) (P318,068)
-0.5% 13,686,430 354,462
Salary increase rate +1% 27,845,769 715,406
-1% (22,974,372) (579,080)
Average remaining years of service +3 years 3,686,836 20,343
-3 years (4,832,610) 222,989

The Group expects to contribute 22,408,311 ah@(®,000 to the defined benefit retirement
plans of PSC and CDI, respectively, in 2016.

The Group does not currently employ any assethigbhatching. The average expected future
service in years of the employees of PSC and CBI2% years and 19 years, respectively.
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Shown below is the maturity analysis and weighteerage duration of the retirement benefits

obligations:
Benefits Payments

PSC CDI
Not exceeding 1 year B6,604,779 B5,496,572
More than 1 year to 5 years 7,285,574 -
More than 5 to 10 years 49,714,903 2,362,598
More than 10 to 15 years 160,608,748 7,040,459
More than 15 years to 20 years 334,443,869 6,285,97

3,011,990,686 52,134,695

More than 20 years

25. Related Party Disclosures

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

through one or more intermediaries, the other parggxercise significant influence over the other
party in making financial and operating decisior®&uch relationships also exist between and/or
among entities which are under common control Withreporting enterprise, or between and/or
among the reporting enterprises and their key memagt personnel, directors or its stockholders.

Transactions with related parties consist of:

a. PSC and CDI have transactions with PFI, a foundatiith common key management of the
Group, consisting of donations and noninterestibgaadvances pertaining primarily to
salaries, taxes and other operating expensesllinpiad by PSC for PFI. Donations payable
to PFI is presented under “Others” in the “Otharent liabilities” account in the consolidated
balance sheets (see Note 13).

Balances arising from the foregoing transactiorth 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 2015 2014 2015 2014
Receivables
PFI (Note 5) Under commorNoninterest- Unsecured, no

control bearing impairment in

advances 2015 and 2014.
Amounts are

due and
demandable. B563,032 P406,473 P4,088,483 P3,525,452
Other current liabilities
PFI Under commorDonations 0.5% of earnings
control before income
tax from PSC

and B720,000

annual donation

from CDI

Payable within

30 days. B8,712,935 B7,203,333 PB7,012,712 P2,894,337

b. As at December 31, 2015 and 2014, the Group’'s eafibenefit retirement fund has
investments in shares of stock of PSC with a cOf122,417. The retirement benefit fund
earned a gain arising from changes in market pricesunting to B728,112 in 2015 and
incurred a loss of B54,140 in 2014.
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c. Compensation of key management personnel arelas/ol

2015 2014 2013
Short-term employee benefits B48,794,584 B44,638,652 B35,130,247
Post-employment benefits 4,021,235 2,699,447 2,855,806
Other long-term benefits 776,964

P52,815,819 P47,338,099 P38,763,017

26. Leases

Finance Lease as Lessor

In March 2007, PSC entered into a five-year satklaaseback finance lease agreement with an
armored car service provider. The lease has nustaf renewal and no escalation clauses.
Unguaranteed residual values accruing to the Coyngarounted to B300,000.

In March 2010, the Company amended its agreemetit thie armored car service provider
extending the lease term for another five yeamnfhdarch 1, 2010 to February 1, 2015, imposing
7% interest per annum on the restructured loangatitin and reducing its monthly rental
payments. The unguaranteed residual values agctoithe Company was retained. No renewal
was made in 2015 and the ownership of the armazedvas transferred to the lessee upon end of
the lease term.

a. Lease Receivable (Note 5)
Future minimum lease receivables under this laasst December 31 are as follows:

2015 2014

Within one year B3,747,773 B3,747,773
After one year but not more than five years - -
Total minimum lease payments receivable 3,747,773 3,747,773
Less unearned interest income - 5,773
Present value of future minimum lease

payments receivable 3,747,773 3,742,000
Less current portion (Note 5) 3,747,773 3,742,000
Noncurrent portion P— P—

There were no collections of lease receivabllibb and 2014.

Present value of lease receivable as at DeceBibisras follows:

2015 2014
Within one year B3,747,773 B3,742,000
After one year but not more than five years - -
Total minimum lease payments receivable 3,747,773 3,742,000
Less current portion 3,747,773 3,742,000
B— B-

Unearned interest income as at December 31, 201b 2814 amounted to nil and
B5,773, respectively (see Note 5). Related isteneome amounted to B5,773, B96,445 and
R197,219 in 2015, 2014 and 2013, respectively \see 22).
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b. Deferred Revenue on Finance Lease
Difference between the original lease agreememgsgnt value of minimum lease payments
at the date of lease inception against the carryaige of the finance lease asset resulted in a
deferred revenue on finance lease amounting t658&/53, which is to be amortized on a
straight-line basis over the lease term. The edlateferred revenue amounted to nil and
P98,264 as at December 31, 2015 and 2014, resplgctivith current portion amounting to
nil and R98,264 as at December 31, 2015 and 2@%pectively (see Note 13). Noncurrent
portion amounted to nil in 2015 and 2014. Amotiaa of deferred revenue on finance lease
amounted to R98,264 in 2015 and B589,567 in 20842013.

Operating Lease as Lessee

a. PSC has various lease agreements with third paslasng to its store operations. Certain
agreements provide for the payment of rentals basedarious schemes such as an agreed
percentage of net sales for the month and fixedtinhprate.

Rent expense related to these lease agreement@udo B1,032,146,531, B673,566,162
and B515,939,520 in 2015, 2014 and 2013, respégtisee Note 19). Of the total rent
expense, B13,755,474, B5,654,193 and B2,658MPR15, 2014 and 2013, respectively,
pertains to contingent rent of some stores basquoeorentage ranging from 1.5% to 3.0% of
merchandise sales. Amortization of deferred leaseuated to B659,155, B545,297 and
P627,081 in 2015, 2014 and 2013, respectively Xsee 10).

In 2015 and 2014, PSC entered into various long-teperating lease contracts for its
warehouses in Pasig, Cebu, lloilo, Pampanga anddaiRent expense for warehouse leases
amounted to B69,926,319, B27,334,418 and B2@351n 2015, 2014 and 2013, respectively
(see Note 19). Amortization of deferred lease amwd to B4,300,379, R1,717,475 and
P1,090,500 in 2015, 2014 and 2013, respectively &ote 10).

The approximate annual future minimum rental payshefithe PSC under its existing lease
agreements as at December 31 are as follows:

2015 2014
Within one year B117,061,815 B95,046,540
After one year but not more than five years 490,265,267 331,550,503
More than five years 296,974,607 259,061,930

P904,301,689 P685,658,973

b. In 2012, CDI entered into a 2-year lease contracttfie lease of a warehouse in Cebu
commencing in April 2012 until April 2014. The kmhas a renewal option and is subject to
an annual escalation rate of 5%. Upon expiratiorApril 2014, CDI renewed the lease
contract for another eight months from May to Debem2014. On January 1, 2015, CDI
again renewed the lease contract for one year Siammary to December 2015.

In 2011, CDI entered into a 10-year lease conti@cthe lease of its warehouse extension
effective March 2011. The lease is subject toranual escalation rate of 4.0% starting on the
second year of the lease. The lease contractraasférred to PSC on January 1, 2014 and
rent expenses for this lease agreement were retordby PSC.
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In 2005, CDI entered into a 15-year operating leas#ract for the lease of its warehouse
effective November 1, 2005. On June 30, 2007, R&Cassumed the lease agreement for the
warehouse and subleased the warehouse back to Tigl.lease has a renewal option and is
subject to an escalation rate of 7.0% every afier years starting on the third year of the
lease. In February 2013, CDI transferred the leasdgract to PSC and the sublease was
terminated. Rent expense related to the leasemgrd was recorded by PSC.

In 2015, CDI entered into a 10-year operating lemsgract with a third party for the lease of
its store commencing August 2015 until August 20T5e lease has a renewal option and is
subject on an annual escalation rate of 5% staaimigs third year of lease.

Rent expense related to these lease agreements@uido B15,377,237, B1,288,305 and
P12,260,201 in 2015, 2014 and 2013, respectivdg (Note 19). Amortization of deferred

lease amounted to B6,195, B14,864 and BR6937i03A15, 2014 and 2013, respectively (see
Note 10).

The approximate annual future minimum rental paysiexi CDI under its existing lease
contract as at December 31 are as follows:

2015 2014
Within one year B103,158 B4,309,312
After one year but not more than five years 734,337 -
More than five years 1,131,190 -

P1,968,685 B4,309,312

CDI also has other various short-term operatingdsgertaining to rental of warehouse and
equipment. Related rent expense amounted to 8249, B14,705,135 and B5,240,182 in
2015, 2014 and 2013, respectively (see Note 19).

Operating Lease as Lessor

The Group has various sublease agreements witth pigirties which provide for lease rentals

based on an agreed fixed monthly rate or as agmeed by the parties. Rental income related to
these sublease agreements amounted to B56,72B3%4,18,568 and R48,341,871 in 2015, 2014
and 2013, respectively.

27.Income Tax

a.

The components of the Group’s provision for incdmeare as follows:

2015 2014 2013
Current:
Regular corporate income tax B461,117,879 B403,038,636 B308,105,233
Final tax on interest income 698,401 272,737 838,382
461,816,280 403,311,373 308,943,615
Deferred (9,960,769) (21,387,531) (8,141,501)

P451,855,511 P381,923,842 P300,802,114
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b. The components of the Group’s net deferred incanassets are as follows:

2015
PSC CDI SSHI Total
Deferred income tax assets:
Net retirement obligations B28,142,889 P2,118,299 P— P30,261,188
Accrued rent 22,684,932 - - 22,684,932
Deferred revenue on customer
loyalty programme 13,088,409 - - 13,088,409
Unamortized discount on
refundable deposits 8,264,857 41,921 - 8,306,778
Deferred revenue on exclusivity
contracts 7,500,000 - — 7,500,000
Allowance for impairment on
receivables 7,330,619 - - 7,330,619
Provision for litigation losses 4,909,523 1,906,133 - 6,815,656
Unamortized past service cost 5,946,865 419,532 - 6,366,397
Unearned rent income 334,903 - - 334,903
Unrealized foreign exchange loss - 4,748 - 4,748
98,202,997 4,490,633 — 102,693,630
Deferred income tax liabilities:
Deferred lease expense 6,743,350 41,272 - 6,784,622
Unamortized premium on
refundable deposits 190,877 - - 190,877
Unrealized foreign exchange gain 11,639 - - 11,639
Revaluation increment on land — — 7,936,841 7,936,841
6,945,866 41,272 7,936,841 14,923,979
Net deferred income tax assets (liability)P91,257,131 P4,449,361 (B7,936,841P87,769,651
2014
PSC CDI SSHI Total
Deferred income tax assets:
Net retirement obligations B28,030,396 B2,099,82 B- PB30,121,222
Accrued rent 19,385,001 333,721 — 19,718,722
Deferred revenue on customer
loyalty programme 5,452,105 - - 5,452,105
Unamortized discount on refunda
deposits 8,680,272 - - 8,680,272
Deferred revenue on exclusivity
contracts 15,000,000 - — 15,000,000
Allowance for impairment on
receivables 5,688,055 - — 5,688,055
Provision for litigation losses 709,523 1,991,335 - 2,700,858
Unamortized past service cost 6,904,279 485,921 — 7,390,200
Unearned rent income 254,885 - - 254,885
Unrealized foreign exchange loss - 2,372 2,372
Deferred lease
90,104,516 4,904,175 — 95,008,691
Deferred income tax liabilities:
Deferred lease expense 7,595,017 - - 7,595,017
Unamortized premium on
refundable deposits 229,032 - - 229,032
Unrealized foreign exchange gain 9,634 - 9,634
Revaluation increment on land - — 7,936,841 7,936,841
7,833,683 — 7,936,841 15,770,524
Net deferred income tax assets (liability) 282,270,833 B4,904,175 (B7,936,841879,238,167
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The net deferred tax assets and liabilities aregmied in the consolidated balance sheets as

follows:
2015 2014
Deferred tax assets B95,706,492 B87,175,008
Deferred tax liabilities (7,936,841) (7,936,841)
B87,769,651 B79,238,167

c. The reconciliation of the provision for income @xmputed at the statutory income tax rate to
provision for income tax shown in the consolidastdtements of comprehensive income

follow:

2015

2014 2013

Provision for income tax
computed at statutory income
tax rate

Adjustments for:

Nondeductible expenses:

P437,955,600

R376,580,609 P295,028,929

Inventory losses 11,391,719 4,608,692 3,768,545

Interest expense and others 2,895,906 1,263,705 2,446,834
Tax effect of rate difference

between final tax and

statutory tax rate on bank

interest income (349,560) (491,010) (404,040)
Nontaxable other income (38,154) (38,154) (38,154)

P451,855,511

P381,923,842 P300,802,114

d. Republic Act No. 9504, effective on July 7, 2008pws availment of optional standard
deductions (OSD). Corporations, except for nodesi foreign corporations, may now elect
to claim standard deduction in an amount not exoged0% of their gross income. The
Group did not avail of the OSD for the computatadrits taxable income in 2015, 2014 and

2013.

28. Basic/Diluted Earnings Per Share
2015

2014 2013

a. Netincome B1,007,996,490

B873,344,855 P682,627,649

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 outstandin@-c) 458,435,323 458,435,323 458,435,323
e. Basic/diluted earnings per

sharg(a/d) P2.20 P1.91 B1.49

The Group does not have potentially dilutive comrshares as at December 31, 2015, 2014 and
2013. Thus, the basic earnings per share is dquidle diluted earnings per share as at those

dates.
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29. Financial Instruments

The comparison of the carrying value and fair vadfi@ll of the Group’s financial instruments
(those with carrying amounts that are not equahtor fair values) as at December 31 are as
follows:

2015 2014
Carrying Value Fair Value Carrying Value Fair Value

Financial Assets
Loans and Receivables
Deposits -
Refundable (Notes 9 and 30) B85,525,747 B110,539,716 B75,964,346 B80,515,547

Refundable deposits are categorized under leveki3ai 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, short-term
investment, receivables, accounts payable and edcexpenses and other current liabilities
approximates their carrying values as at balaneetgatate.

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 refundable deposits is deterhibg discounting the sum of future cash flows
using the prevailing market rates for instrumenith wimilar maturities as at December 31, 2015
and 2014 ranging from 2.58% to 4.74% and 2.55%%6%, respectively.

Bank Loans
The carrying value of bank loans approximatesvalue because of recent and monthly repricing
of related interest based on market conditions.

Long-term Debt
The carrying value of long-term debt approximates fair value because of recent and quarterly
repricing of related interest based on market do .

Cumulative Redeemable Preferred Shares

The carrying value of cumulative redeemable pretéishares approximates fair value because
corresponding dividends on these shares that amgeth as interest expense in profit or loss are
based on recent treasury bill rates repriced ahnagiear end.

As at December 31, 2015 and 2014, the Group héisancial instruments measured at fair value.
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30. Financial Risk Management Objectives and Policies

The main risks arising from the Group’s financiastruments are credit risk, liquidity risk,
interest rate risk and foreign exchange risk. B reviews and approves policies for managing
each of these risks. The BOD also created a sepa@drd-level entity, which is the Audit
Committee, with explicit authority and responstilin managing and monitoring risks. The
Audit Committee, which ensures the integrity ofeimial control activities throughout the Group,
develops, oversees, checks and pre-approves falaneinagement functions and systems in the
areas of credit, market, liquidity, operationalgde and other risks of the Group, and crisis
management. The Internal Audit Department andettternal Auditor directly report to the Audit
Committee regarding the direction, scope and coatitin of audit and any related activities.

Listed below are the summarized risks identifiedh®/BOD.

Credit Risk

Credit risk is the risk that one party to a finah@nstrument will cause a financial loss to thieest
party by failing to discharge an obligation. Tleeeivable balances are monitored on an ongoing
basis with the result that the Group’s exposurienigairment is managed to a not significant level.
The Group deals only with counterparty duly appcolg the BOD.

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

2015 2014
Cash in bank P586,341,649 B1,067,252,100
Short-term investment 10,983,401 10,884,130
Receivables
Suppliers 387,627,637 143,596,222
Franchisees 329,115,208 402,860,061
Employees 29,849,687 16,666,383
Due from PFI 4,088,483 3,525,452
Lease receivable 3,747,773 3,742,000
Store operators 3,617,404 11,682,630
Insurance receivable 1,192,091 1,155,417
Notes receivable 990,917 990,917
Rent - 3,089,725
Others 7,030,373 2,078,334
767,259,573 589,387,141
Deposits
Refundable* 89,314,702 77,222,633
Utilities 69,522,572 53,374,427
Others 7,479,457 6,551,174
166,316,731 137,148,234
Other noncurrent assets
Noncurrent portion of receivable
from franchisees 36,836,593 48,675,044

P1,567,737,947 B1,853,346,649

*Current portion amounting to B3,788,955 and BA&287 as at December 31, 2015 and 2014, respéctiane
presented as part of “Others” under “Prepaymentsiasther current assets” account.
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The following tables provide information regardimg credit risk exposure of the Group by
classifying assets according to the Group’s cnedihgs of debtors:

2015
Neither Past Due nor Impaired
Standard Past Due
High Grade Grade  Or Impaired Total

Cash in bank B586,341,649 P— P— B586,341,649
Short-term investment 10,983,401 - - 10,983,401
Receivables
Suppliers - 289,836,808 119,099,073 408,935,881
Franchisees - 329,115,208 214,342 329,329,550
Employees - 29,849,687 539,921 30,389,608
Due from PFI - 4,088,483 - 4,088,483
Store operators - 3,617,404 365,801 3,983,205
Lease receivable - 3,747,773 - 3,747,773
Rent - - 2,007,087 2,007,087
Insurance receivable - 1,192,091 - 1,192,091
Notes receivable - 990,917 - 990,917
Others — 7,030,373 - 7,030,373

— 669,468,744 122,226,224 791,694,968
Deposits
Refundable* - 89,314,702 - 89,314,702
Utilities - 69,522,572 - 69,522,572
Others — 7,479,457 - 7,479,457

— 166,316,731 - 166,316,731

Other noncurrent assets
Noncurrent portion of receivable
from franchisees - 36,836,593 - 36,836,593
P597,325,050 P872,622,068 P122,226,224 P1,532342
*Current portion amounting to B3,788,955 as at Deber 31, 2015 is presented as part of “Others” unde
“Prepayments and other current assets” account.

2014
Neither Past Due nor Impaired
Standard Past Due
High Grade Grade Or Impaired Total

Cash in bank B1,067,252,100 = B- P1,067,252,100
Short-term investment 10,884,130 — - 10,884,130
Receivables
Suppliers - 120,628,776 38,533,380 159,162,156
Franchisees - 402,860,061 214,342 403,074,403
Employees — 16,666,383 539,921 17,206,304
Due from PFI - 3,525,452 - 3,525,452
Store operators - 11,682,630 365,801 12,048,431
Lease receivable - 3,742,000 - 3,742,000
Rent - 3,089,725 2,274,184 5,363,909
Insurance receivable - 1,155,417 - 1,155,417
Notes receivable - 990,917 - 990,917
Others — 2,078,334 - 2,078,334

— 566,419,695 41,927,628 608,347,323
Deposits
Refundable* - 77,222,633 - 77,222,633
Utilities - 53,374,427 - 53,374,427
Others — 6,551,174 - 6,551,174

— 137,148,234 — 137,148,234

Other noncurrent assets
Noncurrent portion of receivable
from franchisees - 48,675,044 - 48,675,044
B1,078,136,230 B752,242,973 B41,927,628 BBBEAR31

*Current portion amounting to B1,258,287 as at Dmber 31, 2014 is presented as part of “Others” unde
“Prepayments and other current assets” account
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The Group uses the following criteria to rate drediality:

Class Description

High Grade Financial assets that have a recogfaregyn or local
third party rating or instruments which carry
guaranty/collateral.

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

The credit qualities of the financial assets wergdnined as follows:

Cash in banks and short-term investment are cledsifs high grade, since these are deposited or
transacted with reputable banks which have low g@iodity of insolvency.

Receivables, deposits and other noncurrent assetslassified as standard grade, since these
pertain to receivables considered as unsecured tiowh parties with good paying habits. The
following tables provide the analysis of finandakets that are past due but not impaired and past
due and impaired:

2015
Aging analysis of financial assets past due but hampaired Past due and
31 to 60 days 61 to 90 days > 90 days Total Impad Total
Receivables:
Suppliers B29,220,847 P17,985,547 B50,584,435 R97,790,829 P21,308,244 PR119,099,073
Franchisees - — - - 214,342 214,342
Employees - - - - 539,921 539,921
Store operators - - - - 365,801 365,801
Rent - - 2,007,087 2,007,087

P29,220,847 P17,985,547 P50,584,435 P97,790,829 P24,435,395 PR122,226,224

2014
Aging analysis of financial assets past due buimptired Past due and
31 to 60 days 61 to 90 days > 90 days Total Impaire Total
Receivables:

Suppliers B95,763 4,689,937 B17,281,746 PR22,967,446 R15,565,934 B38,533,380
Franchisees - - - - 214,342 214,342
Employees - - - - 539,921 539,921
Store operators - - - - 365,801 365,801
Rent - - - - 2,274,184 2,274,184

R995,763 B4,689,937 P17,281,746 P22,967,446 P18,960,182 P41,927,628

Receivables from suppliers are noninterest-beanmbare generally on 30 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 Group seeks to aggnits liquidity profile to be able to finance

its capital expenditures and service its maturigigtsl To cover for its financing requirements, the
Group intends to use internally generated fundssaihes of certain assets.

As part of its liquidity risk management prograrhe tGroup regularly evaluates projected and
actual cash flow information and continuously assesconditions in the financial markets for
opportunities to pursue fund raising initiativeBhe Group uses historical figures and experiences
and forecasts of collections and disbursementsesd linitiatives may include drawing of loans
from the approved credit line intended for workizepital and capital expenditures purposes and
equity market issues.
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The tables below summarize the maturity profiléhef financial assets of the Group:

2015
More than More than
Three months  three months one year More than
or less to one year to five years five years Total
Cash
Cash on hand and in banks B875,978,073 P— P— B—- P875,978,073
Short-term investment 10,983,401 - - - 10,983,401
Receivables
Suppliers 289,836,808 91,222,870 6,567,959 - 387,627,637
Franchisees 329,115,208 - - - 329,115,208
Employees 29,849,687 - — — 29,849,687
Due from PFI 4,088,483 - - - 4,088,483
Lease receivable - 3,747,773 - - 3,747,773
Store operators 3,617,404 - - - 3,617,404
Insurance receivable - 1,192,091 - - 1,192,091
Notes receivable 990,917 - - - 990,917
Rent - - — - -
Others 7,030,373 — — — 7,030,373
664,528,880 96,162,734 6,567,959 — 767,259,573
Deposits
Refundable* - - 89,314,702 - 89,314,702
Utilities - - 69,522,572 - 69,522,572
Others — - 7,479,457 — 7,479,457
— - 166,316,731 - 166,316,731

Other noncurrent assets
Noncurrent portion of receivable

from franchisees - - 36,836,593 — 36,836,593

BP1,551,490,354 B96,162,734 B209,721,283 B— P1,857,374,371

*Current portion amounting to B3,788,955 as at Deber 31, 2015 is presented as part of “Others” unde
“Prepayments and other current assets” account.

2014
More than More than
Three months  three months one year More than
or less to one year to five years five years Total

Cash
Cash on hand and in banks B1,241,685,743 B— B— =— PPR,241,685,743
Short-term investment 10,884,130 — — — 10,884,130
Receivables
Suppliers 120,628,776 22,967,446 - - 143,596,222
Franchisees 402,860,061 - - - 402,860,061
Employees 16,666,383 - - - 16,666,383
Due from PFI 3,525,452 - - - 3,525,452
Lease receivable 3,442,000 300,000 - - 3,742,000
Store operators 11,682,630 — — — 11,682,630
Insurance receivable - 1,155,417 - - 1,155,417
Notes receivable 990,917 - - - 990,917
Rent 3,089,725 - - - 3,089,725
Others 2,078,334 — - — 2,078,334

564,964,278 24,422,863 — — 589,387,141
Deposits
Refundable* - - 10,395,653 66,826,980 77,222,633
Utilities - - 53,374,427 - 53,374,427
Others — - 6,551,174 6,551,174

- - 70,321,254 66,826,980 137,148,234

Other noncurrent assets
Noncurrent portion of receivable
from franchisees — - 48,675,044 — 48,675,044

P1,817,534,151 P24,422,863 P118,996,298 P66826 P2,027,780,292

*Current portion amounting to B1,258,287 as at Deber 31, 2014 is presented as part of “Others” unde
“Prepayments and other current assets” account.
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The tables below summarize the maturity profiléhef financial liabilities of the Group based on
remaining undiscounted contractual obligations:

2015
More than
three
Three months months
or less to one year one year Total
Bank loans P1,150,000,000 B— P— P1,150,000,000
Accounts payable and accrued expenses
Trade payable 1,826,297,820 - - 1,826,297,820
Employee benefits 105,085,550 - - 105,085,550
Utilities 96,576,822 - - 96,576,822
Rent 75,616,440 - - 75,616,440
Outsourced services 64,035,623 - — 64,035,623
Repairs and maintenance 44,187,134 - - 44,187,134
Bank charges 25,180,700 - - 25,180,700
Security services 20,713,819 - - 20,713,819
Advertising and promotion 2,846,192 - - 2,846,192
Interest 2,011,954 - - 2,011,954
Others 103,569,342 - - 103,569,342
2,366,121,396 - - 2,366,121,396
Other current liabilities
Non-trade accounts payable 112,844,925 630,894,246 - 743,739,171
Retention payable - 113,676,477 - 113,676,477
Royalty 24,323,677 - - 24,323,677
Due to franchisees 18,341,605 - — 18,341,605
Service fees payable - 1,456,938 - 1,456,938
Others - 57,553,594 - 57,553,594
155,510,207 803,581,255 - 959,091,462
Long-term debt 4,500,000 13,500,000 63,000,000 81,000,000
Cumulative redeemable preferred shares 6,000,000 6,000,000

P3,682,131,603

P817,081,255

P63,000,000 P423@2858

2014
More than
Three months three months More than
or less to one year one year Total

Bank loans B650,000,000 B£100,000,000 B— B750,000,000
Accounts payable and accrued expenses
Trade payable 2,031,839,981 - - 2,031,839,981
Employee benefits 71,421,033 - - 71,421,033
Utilities 90,223,127 - - 90,223,127
Rent 65,729,071 - - 65,729,071
Outsourced services 41,302,057 - - 41,302,057
Repairs and maintenance 20,436,412 - - 20,436,412
Bank charges 14,254,500 - - 14,254,500
Security services 9,112,687 - - 9,112,687
Advertising and promotion 41,339,695 - - 41,339,695
Interest 1,058,750 - - 1,058,750
Others 58,443,400 - - 58,443,400

2,445,160,713 - — 2,445,160,713
Other current liabilities
Non-trade accounts payable 41,686,571 368,824,806 -410,511,377
Retention payable - 81,784,397 - 81,784,397
Royalty 19,330,605 - - 19,330,605
Due to franchisees 128,356,232 - - 128,356,232
Service fees payable - 8,012,505 - 8,012,505
Others - 44,601,544 - 44,601,544

189,373,408 503,223,252 — 692,596,660

Cumulative redeemable preferred shares 6,000,000 — 6,000,000

P3,290,534,121

B603,223,252

B- P3,893,757,373
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Interest Rate Risk

Interest rate risk is the risk that the fair vabrefuture cash flows of a financial instrument will
fluctuate because of changes in market interessrafThe Group’s fair value and cash flows
interest rate risk mainly arise from bank loans mgj-term debt with floating interest rates. The
Group is expecting to substantially reduce thelle¥dank loans and long-term debt over time.
Internally generated funds coming from its cashegating units and from its franchising business
will be used to pay off outstanding debts and cqueatly reduce the interest rate exposure.

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

2015 2014
Due in less than one year B1,237,000,000 B756,000,000
Rate 1.90%-3.22% 2.00%-2.50%

Interest of financial instruments classified asfing rate is repriced at intervals of 30 days.e Th
other financial instruments of the Group that am imcluded in the above tables are
noninterest-bearing and are therefore not subjeictt¢rest rate risk.

The following table demonstrates the sensitivityatoeasonably possible change in interest rates,
with all other variables held constant, of the Gr¥suincome before income tax (through the
impact on floating rate borrowings):

2015 2014
Increase/ Effect on Increase/ Effect on
Decrease in Income Before Decrease in Income Before

Basis Points Income Tax Basis Points Income Tax

Bank loans and long-term debt -

floating interest rate +100 (P12,310,000) +100 (R7,500,000)
-100 12,310,000 -100 7,500,000
Cumulative redeemable preferred
shares - floating interest rate +100 (60,000) +100 (60,000)
-100 60,000 -100 60,000

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

Foreign Exchange Risk

Foreign exchange risk is the risk to earnings gitaharising from changes in foreign exchange
rates. The Group’s foreign exchange exposure afieas holding foreign currency-denominated
rates, cash and loans and receivables. In ordbalamce this exposure, the Group maintains a
foreign currency accounts in a reputable commerbetk. The Group does not enter into
derivatives to hedge the exposure. The Group’s eagh receivables denominated in foreign
currency and converted into Peso using the closkuipange rates at each balance sheet date are
summarized below.

2015 2014
U.S. Dollar Peso U.S. Dollar Peso
Cash in banks $30,537 B1,437,071 $59,635 B2,666,877

As at December 31, 2015 and 2014, the closing immalt currency exchange rate is B47.06 and
R44.72 to U.S. $1, respectively.
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The following table represents the impact on theupis income before income tax brought about
by reasonably possible changes in Peso to U.SaDeXchange rate (holding all other variables
constant) as at December 31, 2015 and 2014 witikit financial reporting date:

Change in Peso to Dollar Effect on Income
Exchange Rate before Income Tax
2015 Increase by 5.23% B75,159
Decrease by 5.23% (75,159)
2014 Increase by 0.72% B19,201
Decrease by 0.72% (19,201)

There is no other effect on the Group’s equity pthan 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 capital ratios in ordeistipport its business and maximize shareholder
value.

In the light of changes in economic conditions, Beoup manages dividend payments to
shareholders, pay-off existing debts, return cafitahareholders or issue new shares. The Group
mainly uses financing from local banks. The Greoopsiders equity attributable to shareholders
as capital. The Group manages its capital stradiyrkeeping a networth of between 30% to 50%
in relation to its total assets. The Group’s nettiv ratio is 43% and 42% as at December 31,
2015 and 2014, respectively. No changes were riradlee objectives, policies and processes
during the year.

2015 2014
Common stock B459,121,573 B459,121,573
Additional paid-in capital 293,525,037 293,525,037
Retained earnings 3,370,957,924 2,546,335,563
4.123,604,534 3,298,982,173
Less cost of shares held in treasury 2,923,246 2,923,246
P4,120,681,288 B3,296,058,927
Total assets B9,515,935,215 B7,890,241,867
Net worth 43% 42%

As at December 31, 2015 and 2014, the Group wastalvheet its objective.

32. Significant Agreements

a. Franchise Agreements
The Group has various store franchise agreemerits third parties for the operation of
certain stores. The agreement includes a one-iarechise fee payment and an annual
7-Eleven charge for the franchisee, which is eqoa certain percentage of the franchised
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store’s gross profit. The agreement also includlesrging of various expenses such as rent
and utilities which are recorded by the Group as gfits franchise revenue. Details follow:

2015 2014 2013
Share in gross profit of
franchisees P1,801,990,190 B1,534,585,425 PB1,265,753,174
Rent, utilities and other expenses 528,220,809 173,106,784 93,403,498
Franchise fee 110,460,361 113,004,538 101,500,115

P2,440,671,360 RP1,820,696,747 PB1,460,656,787

Receivable from franchisees as at December 31, aaii52014 amounted to B366,166,143
and P451,749,447, respectively (see Notes 5 apd Qe to franchisees as at December 31,
2015 and 2014 amounted to B18,341,605 and R1R223% respectively (see Note 13). The
Company also has outstanding deposits payable ftanclilsees amounting to
R128,226,587 and B124,767,926 as at DecemberR@l5 and 2014, respectively (see
Note 14).

Service Agreements

The Group has service agreements with third pastytractors for the operation of certain
stores. In consideration thereof, the store openat entitled to a service fee based on a
certain percentage of the store’s gross profit@retating expenses as stipulated in the service
agreement. Service fees included in “Outside sesViunder “General and administrative
expenses” account amounted to B100,469,185 in ,2@%3,989,092 in 2014 and
R140,848,888 in 2013 (see Note 19). The Group laés outstanding deposits payable to
third parties in relation to service agreementsuamtiag to B94,282,022 and B95,268,832 as at
December 31, 2015 and 2014, respectively (see Nbte

Commission Income

The Group has entered into agreements with a pbartesupplier and various third parties.

Under the arrangements, the Group earns commissidhe sale of phone cards, consigned
goods and collection of bills payments based onedam percentage of net sales and
collections for the month and a fixed monthly rat€ommission income amounted to

P46,919,684, B39,214,967 and BR43,402,035 in, ZIM% and 2013, respectively.

2014 Exclusivity Contract

In 2014, the Group has entered into a 3-year exifysontract with a third party ice cream
distributor in the Philippines effective January120to December 2016. The contract
indicates that the third party ice cream distribwiall exclusively supply all ice cream
products of 7-Eleven stores. The Group receivechertione signing bonus amounting to
R75,000,000 upon the effectivity of the exclusiwupply contract amortized over three years.
Income from exclusivity contract included as paft “Marketing support funds” under
“Marketing income” in consolidated statements ofmpoehensive income amounted to
P25,000,000 in 2015 and 2014 (see Note 20). bBEfeevenue as at December 31, 2015 and
2014 amounted to B25,000,000 and B50,000,0Q8kcteely (see Notes 13 and 16).

2010 Exclusivity Contract

The Group has entered into a 3-year exclusivitytremh with a third party soda manufacturer
in the Philippines effective April 2010 to March13) The contract indicates the third party
soda manufacturer will exclusively supply all skeepproducts of 7-Eleven. The Group
received a one-time signing bonus amounting to4®4286 upon the effectivity of the

exclusivity supply contract amortized over threarge Income from exclusivity contract
included as part of “Marketing support funds” undbtarketing income” in consolidated
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statements of comprehensive income amounted t8,833 in 2013 (see Note 20). Deferred
revenue as at December 31, 2015 and 2014 amounidd t

f. 2010 Signing Bonus
In 2010, the Group collected a signing bonus amognto B2,232,143 from one of the
Group’s food suppliers for awarding half of the Gpts existing Hotdog Stock Keeping Units
(SKUSs) to the food supplier for the next five yeatarting January 1, 2010. Income from
exclusivity contract included as part of “Marketisgpport funds” under “Marketing income”
in consolidated statements of comprehensive incameunted to nil in 2015 and B446,429
both in 2014 and 2013 (see Note 20).

g. Memorandum of Agreement (MOA) with Chevron Philipgs, Inc. (CPI)

The Group has entered into MOA with CPI on Augus2@®09, wherein CPI has granted the
Group as authorized co-locator for a full term bfee-years to establish operate and/or
franchise its 7-Eleven stores in CPI service statio Both parties have identified 22 CPI
service stations, wherein the Group will give thetdllers of these service stations a Letter
Offer to Franchise (LOF) 7-Eleven stores. Uponreatance of the Retailers of the LOF, the
Retailers will sign a Store Franchise Agreemeni)Skith the Group. If LOF is not accepted
by one of the 22 original service stations ideetfithat service station will be replaced with
another mutually acceptable service station site.

Upon signing of the MOA, CPI executed a Caltex Redgreement with each of the 22
service station Retailers, which shall have a fatim of three years and which will be
co-terminus with the SFA.

As at December 31, 2015 and 2014, the Group hasdyropened 50 and 35 franchised
serviced stations, respectively.

h. Licensing Agreement with Seven Eleven, Inc. (SEI)

The Group executed a licensing agreement with &Eiockholder organized in Texas, U.S.A.
This grants the Group the exclusive right to use TkEleven System in the Philippines. In
accordance with the agreement, the Group pays, gmthers, royalty fee to SEI based on a
certain percentage of monthly gross sales, netasfsgreceipts tax. Royalty fee amounted to
P256,390,436, B204,755,907 and B171,714,7470it5,22014 and 2013, respectively
(see Note 19). As at December 31, 2015 and 20¥4lty payable amounted to B24,323,677
and B19,330,605, respectively (see Note 13).

33. Segment Reporting

The Group considers the store operations as itg business segment based on its primary
business activity. Franchising, renting of projesreind commissioning on bills payment services
are considered an integral part of the store ojpeiat The Group’s identified operating segments
below are consistent with the segments reportethéoBOD, which is the Chief Operating
Decision Maker of the Group.



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

* Merchandise sales

* Franchise revenue

¢ Marketing income

* Rentalincome

* Commission income
* Interest income
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The aforementioned revenues are all revenues froenrel customers.

The segment’s relevant financial information is@®ws:

2015

2014

2013

Revenue

Revenue from merchandise sales B22,400,931,697 B17,107,375,250

Franchise revenue
Marketing income
Rental income
Commission income
Interest income
Other income

2,440,671,360
735,221,454
56,729,444
46,919,684
7,025,256
186,834,492

1,820,696,747
463,413,150
51,118,568
39,214,967
5,741,549
180,124,459

P14,133,649,192
1,460,656,787
380,793,855
48,341,871
43,402,035
7,165,804
121,482,564

25,874,333,387

19,667,684,690

16,195,492,108

Expenses
Cost of merchandise sales

16,891,590,340

General and administrative expenses:

12,861,596,475

10,661,629,518

Depreciation and amortization 1,092,223,359 862,759,509 709,518,959
Others 6,371,365,506 4,653,614,327 3,810,866,107
Interest expense 33,991,623 16,195,818 16,247,890
Other expenses 25,310,558 18,249,864 13,799,871
24,414,481,386 18,412,415,993 15,212,062,345

Income before income tax 1,459,852,001 1,255,268,697 983,429,763
Provision for income tax 451,855,511 381,923,842 300,802,114

Segment Profit

P1,007,996,490

P873,344,855

P682,627,649

Segment Assets

P9,515,935,215

P7,890,241,867

P6,026,097,213

Segment Liabilities

P5,398,640,134

P4,600,705,342

P3,484,864,093

Capital Expenditure for the Year

P2,287,816,904

P1,653,573,106

R1,179,270,533

34. Provisions and Contingencies

The Group is a party to various litigations andiroka All cases are in the normal course of
business and are not deemed to be considered asahkigal proceedings. Further, the cases are
either pending in courts or under protest, the @ute of which are not presently determinable.
Management and its legal counsel believe that idality, if any, that may result from the
outcome of these litigations and claims will nottem&lly affect the Group’s financial position or
financial performance.
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As at December 31, 2015 and 2014, the Group hagspyos amounting to B22,718,853 and
P8,718,853, respectively, and is reported asgiddthers” under “Accounts payable and accrued
expenses” account in the consolidated balances(sss Note 12).

35. Note to Consolidated Statements of Cash Flows

The principal non-cash transaction of the Groupeurithancing activities in 2013 pertains to the
issuance of stock dividends (see Note 17).
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PHILIPPINE SEVEN CORPORATION
Reconciliation of Retained Earnings
Available for Dividend Declaration

As at December 31, 2015

Unappropriated retained earnings as at December 32014
Less: Deferred income tax assets
Treasury shares

SCHEDULE |

P2,438,872,350
79,657,364
2,923,246

Unappropriated retained earnings, as adjusted,
as at December 31, 2014

Net income during the year closed to retained agmi 938,134,754

Less: Movement in deferred income tax assets

B0,

2,356,291,740

Net income actually earned during the year
Less: Appropriations during the year
Dividend declarations during the year

928,64835
2,450,000,000
183,374,129

Unappropriated retained earnings, as adjusted as at
December 31, 2015

P651,561,496

*Based on accretion of income per PAS 39 from 22054.
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SCHEDULE I

PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES
List of Philippine Financial Reporting Standards (FFRSs) and
Interpretations Effective as at December 31, 2015

PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS Adopted
Effective as at December 31, 2015

Not Not
Adopted | Applicable

Framework for the Preparation and Presentation of fhancial
Statements v
Conceptual Framework Phase A: Objectives and quiait
characteristics

PFRSs Practice Statement Management Commentary v

Philippine Financial Reporting Standards

PFRS 1 First-time Adoption of Philippine Financial Repoigi v
(Revised) Standards
Amendments to PFRS 1 and PAS 27: Cost of an
Investment in a Subsidiary, Jointly Controlled Bntr v
Associate
Amendments to PFRS 1: Additional Exemptions for v
First-time Adopters
Amendment to PFRS 1: Limited Exemption from
Comparative PFRS 7 Disclosures for First-time v
Adopters
Amendments to PFRS 1: Severe Hyperinflation and v
Removal of Fixed Date for First-time Adopters
Amendments to PFRS 1: Government Loans v
Amendments to PFRS 1: Borrowing Costs v
Amendment to PFRS 1: Meaning of Effective PFRSs v
PFRS 2 Share-based Payment v
Amendments to PFRS 2: Vesting Conditions and v
Cancellations
Amendments to PFRS 2: Group Cash-settled Share- v
based Payment Transactions
Amendment to PFRS 2: Definition of Vesting v
Condition
PFRS 3 Business Combinations
Revised - :
( ) Amendment to PFRS 3: Accounting for Contingent
Consideration in a Business Combination
Amendment to PFRS 3: Scope Exceptions for Joint v
Arrangements
PFRS 4 Insurance Contracts
Amendments to PAS 39 and PFRS 4: Financial
Guarantee Contracts
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SCHEDULE I

Page 2

PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS
Effective as at December 31, 2015

Adopted

Not
Adopted

Not
Applicable

PFRS 5

Non-current Assets Held for Sale and Discontinued
Operations

v

Amendments to PFRS 5: Changes in Methods of
Disposals*

Not Early Adopted

PFRS 6

Exploration for and Evaluation of Mineral Resources

P

v

PFRS 7

Financial Instruments: Disclosures

Amendments to PAS 39 and PFRS 7: Reclassificati
of Financial Assets

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

Amendments to PFRS 7: Improving Disclosures ab
Financial Instruments

but v

Amendments to PFRS 7: Disclosure3ransfers of
Financial Assets

Amendments to PFRS 7: Disclosures — Offsetting
Financial Assets and Financial Liabilities

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

Amendments to PFRS 7: Disclosures — Servicing
Contracts*

Not Early Adopted

Amendments to PFRS 7: Applicability of the
Amendments to PFRS 7 to Condensed Interim
Financial Statements*

Not Early Adopted

PFRS 8

Operating Segments

Amendments to PFRS 8: Aggregation of Operating
Segments and Reconciliation of the Total of the
Reportable Segments’ Assets to the Entity’s Assets

PFRS 9

Financial Instruments *

Not Early Adopted

Amendments to PFRS 9: Mandatory Effective Date
PFRS 9 and Transition Disclosures*

Not Early Adopted

Amendments to PFRS 9: Hedge Accounting and
Amendments to PFRS 9 and PAS 39 (2013 version

*

Not Early Adopted

Amendments to PFRS 9 (2014 version)*

Not Early Addp

PFRS 10

Consolidated Financial Statements

Amendments to PFRS 10, PFRS 12 and PAS 27:
Investment Entities

Amendments to PFRS 10 and PAS 28: Sale or
Contribution of Assets between an Investor and its
Associate or Joint Venture*

Not Early Adopted

Amendments to PFRS 10 and PAS 28: Applying the
Consolidation Exception*

Not Early Adopted
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Page 3

PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS
Effective as at December 31, 2015

Adopted

Not
Adopted

Not
Applicable

PFRS 11

Joint Arrangements

v

Amendments to PFRS 11: Accounting for Acquisitiops
of Interests in Joint Operations*

Not Early Adopted

PFRS 12

Disclosure of Interests in Other Entities

Amendments to PFRS 10, PFRS 12 and PAS 27:
Investment Entities

PFRS 13

Fair Value Measurement

Amendment to PFRS 13: Short-term Receivables apd
Payables

Amendment to PFRS 13: Portfolio Exception

PFRS 14

Regulatory Deferral Accounts*

Not Early Ad

opted

Philippine Accounting Standards

PAS 1
(Revised)

Presentation of Financial Statements

Amendment to PAS 1: Capital Disclosures

Amendments to PAS 32 and PAS 1: Puttable Financial

Instruments and Obligations Arising on Liquidation

Amendments to PAS 1. Presentation of Items of Other
Comprehensive Income

Amendments to PAS 1: Clarification of the
Requirements for Comparative Information

AN

Amendments to PAS 1: Disclosure Initiative*

Not Eakdop

ted

PAS 2

Inventories

PAS 7

Statement of Cash Flows

PAS 8

Accounting Policies, Changes in Accounting Estiraate
and Errors

PAS 10

Events after the Reporting Period

SN TN)S

PAS 11

Construction Contracts

PAS 12

Income Taxes

Amendment to PAS 12 — Deferred Tax: Recovery of
Underlying Assets

PAS 16

Property, Plant and Equipment

Amendments to PAS 16: Classification of servicing
equipment

Amendment to PAS 16 and PAS 38: Revaluation
Method — Proportionate Restatement of Accumulated
Depreciation/Amortization

Amendments to PAS 16 and PAS 38: Clarification of
Acceptable Methods of Depreciation and Amortizatipn

Not Early Adopted

Amendments to PAS 16 and PAS 41: Bearer Plantsf

Bdaty Adopted

PAS 17

Leases

64



SCHEDULE I

Page 4
PHILIPPINE FINANCIAL REPORTING STANDARDS AND Not Not
INTERPRETATIONS Adopted .
Effective as at December 31, 2015 el | Appiestle
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: v
Employee Contribution
Amendments to PAS 19: Regional Market Issue
Regarding Discount Rate* Not Early Adopted
PAS 20 Accounting for Government Grants and Disclosure pf v
Government Assistance
PAS 21 The Effects of Changes in Foreign Exchange Rates v
Amendment: Net Investment in a Foreign Operation v
PAS 23 Borrowing Costs
(Revised)
PAS 24 Related Party Disclosures v
(Revised) Amendments to PAS 24: Key Management Personnel v/
PAS 26 Accounting and Reporting by Retirement Benefit Blan v
PAS 27 Consolidated and Separate Financial Statements v
PAS 27 Separate Financial Statements v
Amended
( ) Amendments to PFRS 10, PFRS 12 and PAS 27: v
Investment Entities
A_mend_ments to PAS 27: Equity Method in Separate Not Early Adopted
Financial Statements*
PAS 28 Investments in Associates v
PAS 28 Investments in Associates and Joint Ventures v
Al ded
(Amended) Amendments to PFRS 10 and PAS 28: Sale or
Contribution of Assets between an Investor and its Not Early Adopted
Associate or Joint Venture*
Amendments to PFRS 10 and PAS 28: Applying the
Consolidation Exception* Not Early Adopted
PAS 29 Financial Reporting in Hyperinflationary Economies v
PAS 31 Interests in Joint Ventures v
PAS 32 Financial Instruments: Presentation v
Amendments to PAS 32 and PAS 1: Puttable Financial
Instruments and Obligations Arising on Liquidation
Amendment to PAS 32: Classification of Rights Issye
Amendments to PAS 32: Offsetting Financial Assetg v
and Financial Liabilities
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS
Effective as at December 31, 2015

Adopted

Not
Adopted

Not
Applicable

Amendments to PAS 32: Tax Effect of Distribution tq
Holders of Equity Instruments

PAS 33

Earnings per Share

AN

PAS 34

Interim Financial Reporting

Amendments to PAS 34: Interim Financial Reporting

and Segment Information for Total Assets and
Liabilities

Amendments to PAS 34: Disclosure of Information
‘Elsewhere in the Interim Financial Report’*

Not Early Adopted

PAS 36

Impairment of Assets

Amendments to PAS 36: Recoverable Amount
Disclosures for Non-Financial Assets

PAS 37

Provisions, Contingent Liabilities and Contingent
Assets

PAS 38

Intangible Assets

Amendments to PAS 16 and PAS 38: Revaluation
Method — Proportionate Restatement of Accumulate
Amortization

Amendments to PAS 16 and PAS 38: Clarification of
Acceptable Methods of Depreciation and Amortizatipn

Not Early Adopted

PAS 39

Financial Instruments: Recognition and Measureme

Amendments to PAS 39: Transition and Initial
Recognition of Financial Assets and Financial
Liabilities

Amendments to PAS 39: Cash Flow Hedge Accoun
of Forecast Intragroup Transactions

ing

Amendments to PAS 39: The Fair Value Option

Amendments to PAS 39 and PFRS 4: Financial
Guarantee Contracts

Amendments to PAS 39 and PFRS 7: Reclassificati
of Financial Assets

Amendments to PAS 39 and PFRS 7: Reclassificati
of Financial Assets — Effective Date and Transition

Amendments to Philippine Interpretation IFRIC-9 a
PAS 39: Embedded Derivatives

hd

Amendment to PAS 39: Eligible Hedged Items

Amendments to PAS 39: Novation of Derivatives an
Continuation of Hedge Accounting

PAS 40

Investment Property

SEOS NS

Amendments to PAS 40: Clarifying the
Interrelationship between PFRS 3 and PAS 40 whe
Classifying Property as Investment Property or Qwr]

h

Occupied Property

AN
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Page 6

PHILIPPINE FINANCIAL REPORTING STANDARDS AND Not Not

INTERPRETATIONS Adopted Adonted | Applicable

Effective as at December 31, 2015 P PP

PAS 41 Agriculture v
Amendments to PAS 16 and PAS 41: Bearer Plantsf Bddty Adopted

Philippine Interpretations

IFRIC 1 Changes in Existing Decommissioning, Restoratiah|an v
Similar Liabilities

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

IFRIC 4 Determining Whether an Arrangement Contains a Lpase v/

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

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

IFRIC 7 Applying the Restatement Approach under PAS 29 v
Financial Reporting in Hyperinflationary Economies

IFRIC 8 Scope of PFRS 2 v

IFRIC 9 Reassessment of Embedded Derivatives v
Amendments to Philippine Interpretation IFRIC-9 and v
PAS 39: Embedded Derivatives

IFRIC 10 Interim Financial Reporting and Impairment v

IFRIC 11 PFRS 2 — Group and Treasury Share Transactions v

IFRIC 12 Service Concession Arrangements v

IFRIC 13 Customer Loyalty Programmes

IFRIC 14 The Limit on a Defined Benefit Asset, Minimum v
Funding Requirements and their Interaction
Amendments to Philippine Interpretations IFRIC- 14, v
Prepayments of a Minimum Funding Requirement

IFRIC 15 Agreements for the Construction of Real Estate* Ratly Adopted

IFRIC 16 Hedges of a Net Investment in a Foreign Operation v

IFRIC 17 Distributions of Non-cash Assets to Owners v

IFRIC 18 Transfers of Assets from Customers v

IFRIC 19 Extinguishing Financial Liabilities with Equity v
Instruments

IFRIC 20 Stripping Costs in the Production Phase of a Sarfac v
Mine

IFRIC 21 Levies v

SIC-7 Introduction of the Euro v

SIC-10 Government Assistance - No Specific Relation to v
Operating Activities

SIC-12 Consolidation - Special Purpose Entities v
Amendment to SIC - 12: Scope of SIC 12 v
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Page 7
SIC-13 Jointly Controlled Entities - Non-Monetary v
Contributions by Venturers
SIC-15 Operating Leases — Incentives v
SIC-25 Income Taxes - Changes in the Tax Status of anyEnti v
or its Shareholders
SIC-27 Evaluating the Substance of Transactions Involey v
Legal Form of a Lease
SIC-29 Service Concession Arrangements: Disclosures
SIC-31 Revenue - Barter Transactions Involving Advertising
Services
SIC-32 Intangible Assets - Web Site Costs

* Standards and interpretations which will beconffeeive subsequent to December 31, 2015.

Note: Standards and interpretations tagged as “Npplicable” are those standards and interpretatiavisich were adopted
but the entity has no significant covered transatts at and for the year ended December 31, 2015.
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SCHEDULE Il

PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES
Map of the Relationship of the Companies within theGroup
December 31, 2015

Ultimate Parent Compan

President Chain Store Corporation (100.00%)

Intermediate Parent Company

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

Immediate Parent Company

President Chain Store (Labuan) Holdings, Limited (8.56%)

Reporting Company
Philippine Seven Corporation (100.00%)

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

PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES
Financial Soundness Indicators
December 31, 2015

Ratios

Formula

In Php

2015

2014

Current Ratio

Debt-to-equity
ratio

Asset-to-equity
ratio

Interest rate
coverage ratio

Net income margin

Return on equity

Current assets

3,648,770,471

Current liabilities

Total liabilities

4,976,621,808

5,398,640,134

Total stockholders’
equity

Total assets

4,117,295,081

9,515,935,215

Total stockholders’
equity

Earnings before
interest and tax

4,117,295,081

1,493,843,624

Interest expense

Net income

33,991,623

1,007,996,490

Revenue from
merchandise sales

Net income

22,400,931,697

1,007,996,490

Ave. Total
stockholders’ equity

(4,117,295,081+
3,289,536,525)/2

0.73

131

2.31

43.95

4.50%

27.22%

0.80

1.40

2.40

78.51

5.11%

29.96%
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PHILIPPINE SEVEN CORPORATION AND SUBSIDIARIES
Supplementary Schedules Required by Paragraph 6D at Il
Under SRC Rule 68, As Amended (2011)
December 31, 2015

Schedule A. Financial Assets

Number of shares

or principal

Valued based on
market quotations

Name of issuing entity and amount of bonds Amount shown in at end of
the balance sheet reporting period

association of each issue and notes

Income received

and accrued

Loans and Receivables

Cash B875,978,073 N/A B3,385,138
Short-term investment N/A 10,983,401 N/A 124,949
Receivables N/A 767,259,573 N/A 5773
Deposits 166,316,731 N/A 3,509,396
Other noncurrent assets N/A 36,836,593 N/A -

B1,857,374,371 B7,025,256

Schedule B. Amounts of Receivable from Director©fficers, Employees, Related Parties and
Principal Stockholders (Other than Related Parties)

Balance of Amounts Balance at

Name and Designation Beginning of Amounts Written Non end of

of debtor Period Additions collected off Current Current period
AUDIT - Common B41,101 P318 BP6,330 B- B35,089 B- B35,089
AUDIT — Inventory 48,384 327 2,578 - 28,370 17,763 46,133
BDD- Common 383,415 - 7,471 - 94,145 281,799 375,944
BDD - Const& Design 431,960 338,301 169,497 - 118,415 482,349 600,764
BDD - Fran
Mktg&PlIng 506,633 19,052 10,156 196,353 319,176 515,529
BDD - Site Acqui
Central 65,574 421 5,441 60,554 - 60,554
BDD - Site Acqui
North 416,041 2,936 13,414 142,317 263,246 405,563
BDD - Site Acqui
South 307,000 2,166 13,409 90,939 204,818 295,757
FIN - Accounting 125,485 864 6,188 67,079 53,082 120,161
FIN — Common 441,667 - - 73,242 368,425 441,667
FIN — FinIMngt 258,855 1,909 6,195 42,215 212,354 254,569
HRAD- Common 101,102 675 10,307 15,169 76,301 91,470
HRAD-ESD 129,496 944 4,540 20,878 105,022 125,900
HRAD -
Administrative
Services 283,142 1,877 3,597 46,668 234,754 281,422
HRAD - Labor
Rel&Plang 115,054 885 3,921 18,576 93,442 112,018
MIS - Bus Systems 300,000 - 5,661 48,810 245,529 294,339
MIS - IT Support 422,414 175,000 10,728 97,290 9,386 586,686
MKTG - Common 897,523 5,017 21,378 204,134 679,02 881,162
LCSD - Corp Services 73,034 536 2,064 11,858 59,648 71,506

(Forward)

71



SCHEDULE IV

Page 2
Balance of Amounts Non Balance at
Name and Designation Beginning of Amounts Written Current end of
of debtor Period Additions collected off Current period
MKTG — Food Service B343,305 B2,009 B21,560 B- B53,688 B270,066 R323,754
MKTG - Food Cat 265,351 1,909 6,195 - 43,292 213,77 261,065
MKTG - Masterdata 416,732 2,908 9,808 - 67,963 884, 409,832
MKTG - Non Food
Cat 227,290 1,630 6,468 - 36,889 185,563 222,452
MKTG - Quality
Assurance 77,813 566 2,889 - 29,268 46,222 75,490
MKTG - Brand
Activation 125,136 918 3,613 - 20,305 102,136 122,441
MKTG - Brand Comm 125,136 918 3,613 - 20,305 102,136 122,441
MKTG - Services &
PL 105,847 773 3,611 - 35,774 67,235 103,009
MKTG - Vault 250,146 1,816 6,168 - 100,611 145,183 245,794
MR - MINDANAO
REGION 198,260 1,469 13,550 - 30,874 155,305 186,179
OPS - Central 1 195,835 1,433 6,192 - 59,967 181,10 191,076
OPS - Central 2 136,731 978 3,613 - 33,198 100,898 134,096
OPS - Common 883,757 5,060 45,018 - 139,927 703,872 843,799
OPS — East 1 288,359 2,124 7,227 - 46,972 236,284 83,287
OPS - East 2 293 300,107 - - 49,815 250,585 300,400
OPS — North 1 94,363 686 3,611 - 36,859 54,579 w4
OPS — North 2 111,461 815 3,612 - 35,243 73,421 ,6628
OPS — North 3 13,836 107 3,692 - 10,251 - 10,251
OPS — North 4 154,958 1,127 7,220 - 76,783 72,082 48,864
OPS - South 1 258,196 888 11,181 - 118,440 129,463 247,903
OPS - South 2 124,099 918 3,613 - 33,951 87,453 ,4021
OPS - South 3 192,202 1,400 7,222 - 69,725 116,655 186,380
OPS - West 1 231,280 1,677 6,194 - 56,911 169,852 26,783
OPS — West 2 72,039 534 6,185 - 66,388 - 66,388
OPS - Zone 1 353,987 1,591 7,697 - 57,689 290,192 47,881
OPS - Zone 2 223,846 1,768 6,318 - 36,366 182,930 19,296
OTP - Corp Planning 98,332 705 5,046 - 54,701 39,29 93,991
PRD — Common 122,953 231 - - 123,184 - 123,184
VR — CEBU Regional
Office 535,724 937 22,401 - 110,031 404,229 514,260
VR - BDD 460,622 3,385 12,717 - 74,837 376,453 290,
Various Employees
Loan 4,841,193 1,573,928 1,907,543 - 4,507,578 - 507578
TOTAL B16,876,962 P2,466,543 P2,456,652 P- 649886 P9.236,967 P16,886,853
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Schedule C. Amounts of Receivable from Related P@s which are eliminated during the
consolidation of financial statements

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

CONVENIENCE
DISTRIBUTION,
INC. - Subsidiary  B6,929,578 B6,090,189 P6,929,578 - PP6,090,189 2 P6,090,189
STORE SITES
HOLDINGS,INC.
- Subsidiary 513,363 927,731 - - 1,441,094 - 1,441,094

Schedule D. Intangible Assets - Other Assets

Other
Chargedto Charged to Charges
Beginning  Additions at cost and other additions Ending
Description balance cost expenses accounts (deductions) balance
Software &
Program Cost P3,477,680 =3 B878,003 B (R75,000R2,524,677
Goodwill 65,567,524 - - - - 65,567,524

Schedule E. Long Term Debt

Amount shown under Amount shown under

Title of Issue and type of  Amount authorized by caption "Current portion caption " Long Term
obligation indenture of long-term debt" in  Debt" in related balance
related balance sheet sheet"

Philippine peso
denominated long-term
debt B81,000,000 B18,000,000 B63,000,000

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

Balance at beginning of period Balance at enceoibp
NONE - -

Schedule G. Guarantees of Securities of Other Issise

Name of issuing
entity of securities
guaranteed by the Title of issue of

company for which each class of Total amount  Amount owned by
this statement is securities guaranteed and  person for which Nature of
filed guaranteed outstanding  statement is filed Guarantee
NONE - - - -
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Schedule H. Capital Stock
Number of Number of
shares issued shares
and reserved for
outstanding options,
as shown warrants, Number of
Number of under related conversion shares held Directors,
Shares balance sheet and other by related officers and
Title of Issue authorized caption rights parties employees Others
COMMON
STOCK 600,000,000 458,435,323 - 236,376,070 208964, 201,104,397
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