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CR04882-2020

SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-IS

INFORMATION STATEMENT PURSUANT TO SECTION 17.1(b)
OF THE SECURITIES REGULATION CODE

1. Check the appropriate box:
Preliminary Information Statement
Definitive Information Statement
2. Name of Registrant as specified in its charter
Cosco Capital, Inc.
3. Province, country or other jurisdiction of incorporation or organization
Manila, Philippines
4. SEC Identification Number
147669
5. BIR Tax Identification Code
000-432-378
6. Address of principal office

No. 900 Romualdez St., Paco, Manila
Postal Code
1007

7. Registrant's telephone number, including area code
(632) 8522-8801 to 04

8. Date, time and place of the meeting of security holders
August 18, 2020, 10:00am, via live stream

9. Approximate date on which the Information Statement is first to be sent or given to security holders
Jul 18, 2020

10. In case of Proxy Solicitations:

Name of Person Filing the Statement/Solicitor
We are not asking for Proxy Solicitations
Address and Telephone No.
N/A

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

Title of Each Class Number of Shares of Common Stock Outstanding and Amount of Debt Outstanding
Common 7,198,253,664
13. Are any or all of registrant's securities listed on a Stock Exchange?
Yes No
If yes, state the name of such stock exchange and the classes of securities listed therein:
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Philippine Stock Exchange, common share

The Exchange does not warrant and holds no responsibility for the veracity of the facts and representations contained in all corporate
disclosures, including financial reports. All data contained herein are prepared and submitted by the disclosing party to the Exchange,
and are disseminated solely for purposes of information. Any questions on the data contained herein should be addressed directly to
the Corporate Information Officer of the disclosing party.
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Cosco Capital, Inc.
COSCO

PSE Disclosure Form 17-5 - Information Statement for Annual or
Special Stockholders' Meeting
References: SRC Rule 20 and
Section 17.10 of the Revised Disclosure Rules

Date of Stockholders’ Aug 18, 2020

Meeting

Type (Annual or

Special) Annual

Time 10:00am
Venue via live stream
Record Date Aug 8, 2020

Inclusive Dates of Closing of Stock Transfer Books
Start Date Aug 8, 2020
End date Aug 18, 2020

Other Relevant Information

Please see attached Preliminary Information Statement of Cosco Capital, Inc.

Filed on behalf by:
Name Candy Dacanay-Datuon
Designation Assistant Corporate Secretary / Compliance Officer
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July 15, 2020

Securities and Exchange Commission
G/F Secretariat Bldg., PICC Complex
Roxas Blvd., Pasay City 1307

Attention: Mr. Vicente Graciano P. Felizmenio, Jr.
Director, Markets and Securities Regulation Department

Ms. Rachel Esther J. Gumtang-Remalante
Head, Corporate Governance and Finance Department

Philippine Stock Exchange

9t Floor, PSE Tower

28t Street corner 5t Avenue,
Bonifacio Global City, Taguig City

Attention: Ms. Janet A. Encarnacion
Head, Disclosure Department

Gentlemen:

For submission is the Preliminary Information Statement (SEC 20-1S) of Cosco Capital, Inc. for
its 2020 Annual Stockholders’ Meeting to be held on August 18, 2020.

Thank you,

Candy H. Dacanay —
Assistant Corporate
and Compliance Officer
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-I1S
INFORMATION STATEMENT PURSUANT TO SECTION 20

OF THE SECURITIES REGULATION CODE

Check the appropriate box:
[x] Preliminary Information Statement
[ ] Definitive Information Statement

Name of Registrant as specified in its charter: COSCO CAPITAL, INC.

No. 900 Romualdez St., Paco, Manila
Province, country or other jurisdiction of incorporation or organization

SEC Identification Number: 147669
BIR Tax Identification Code: 000-432-378

No. 900 Romualdez St., Paco, Manila 1007
Address of principal office Postal Code

Registrant’s telephone number, including area code: 02-8523-3055

Via live — stream on the company website
Date, time and place of the meeting of security holders

Approximate date on which the Information Statement is first to be sent or given to
security holders: July 18, 2020

In case of Proxy Solicitations: We are not asking for Proxy Solicitations.

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

Title of Each Class Number of Shares of Common Stock
Outstanding or Amount of Debt Outstanding
Common Share 7,198,253,664

Are any or all of registrant's securities listed in a Stock Exchange?
Yes [x] No[ ]

If yes, disclose the name of such Stock Exchange and the class of securities listed

therein: Philippine Stock Exchange, common share
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NOTICE OF ANNUAL STOCKHOLDERS’ MEETING

To All Our Stockholders:

Please be informed that the Annual Stockholders’ Meeting of COSCO CAPITAL,
INC. will be on August 18, 2020, 10:00 am, via live stream at www.coscocapital.com

AGENDA
1. Call to Order
2. Certification of Notice and Quorum
3. Approval of Minutes of the Previous Meeting and Ratification of Acts and

Resolutions of the Board of Directors and Management since the last
stockholders’ meeting

4. Annual Report and Approval of the 2019 Audited Financial Statements

5. Election of Directors including independent directors

6. Re-appointment of External Auditor and fixing its remuneration

7. Other Matters

8. Adjournment

Only stockholders on record as of August 8, 2020 are entitled to notice and vote in
the meeting.

Considering the COVID 19 pandemic, the stockholders may only participate in the
meeting by remote communication, in absentia or by appointing the Chairman of the
meeting as their proxy. The requirements and procedures in participating in absentia
or by remote communication will be available in the Information Statement. The

Information Statement will be accessible on the company website
www.coscocapital.com starting July 18, 2020.

The stockholders who are attending by proxies should e-mail their duly accomplished
proxies to corporate.governance@coscocapital.com on or before August 14, 2020.
The company’s stock transfer agent will validate the votes on August 17, 2020, 1:00
pm, at the office of the Assistant Corporate Secretary, Tabacalera Building, No. 900
Romualdez St., Paco, Manila, 1007.

Manila, July 15, 2020.

Can )
Assistant C
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EXPLANATION OF AGENDA ITEMS

1. Call to Order
The Chairman of the meeting, Mr. Lucio L. Co, will welcome the stockholders and
formally open the meeting at 10:00 am.

2. Certification of Notice and Quorum
The Corporate Secretary, Atty. Jose S. Santos, Jr., will certify that notices to
stockholders were duly sent, and there is a quorum to transact business.

3. Approval of Minutes of the Previous Meeting and Ratification of Acts and
Resolutions of the Board of Directors and Management since the last stockholders’
meeting

The Minutes of the June 20, 2019 annual meeting are available on the company
website.

A resolution presenting the said Minutes and the ratification of the acts and
resolutions of the Board of Directors and Management since the last stockholders’
meeting will be presented to the stockholders.

4. Annual Report and Approval of the 2019 Consolidated Audited Financial
Statements
A video presentation will be shown to the stockholders as an Annual Report.

Mr. Teodoro A. Polinga, Group Finance Controller, will deliver the 2019 Consolidated
Audited Financial Statements to the stockholders.

A resolution ratifying the Annual Report and the 2019 Consolidated Audited Financial
Statements will be presented to the stockholders.

5. Election of Directors including independent directors
The Chairman of the meeting will announce the names of the nominees for the
election of directors and will open the floor for stockholders’ voting.

The profile of the nominees will be provided in the Information Statement.

6. Re-appointment of External Auditor and fixing its remuneration

A resolution for the re-appointment of R.G. Manabat & Company (KPMG) and its
proposed remuneration as External Auditor of the company for the ensuing year will
be presented to the stockholders.

7. Other Matters
The Chairman will open the floor for any question from the stockholders.

COSCO CAPITAL PRELIMINARY INFORMATION STATEMENT 2020
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PART 1: INFORMATION REQUIRED IN INFORMATION STATEMENT

A. GENERAL INFORMATION

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

(a) August 18, 2020, 10:00 AM, via live stream on the company website
Principal Office: No. 900 Romualdez St., Paco, Manila 1007

(b) The Information Statement will be available on the company’s website
www.coscocapital.com beginning on July 18, 2020.

We are not asking for a proxy and you are requested not to send us a proxy.
Item 2. Dissenters' Right of Appraisal

Section 80 Title X of the Revised Corporation Code provides that any stockholder of
a corporation shall have the right to dissent and demand payment of the fair value of
the shares in the following instances:

(a) In case an amendment to the articles of incorporation has the effect of
changing or restricting the rights of any stockholder or class of shares, or of
authorizing preferences in any respect superior to those outstanding shares
of any class, or of extending or shortening term of corporate existence;

(b) In case of sale, lease, exchange, transfer, mortgage, pledge or other
disposition of all or substantially all of the corporate property and assets as
provided in the Revised Corporation Code;

(c) In case of merger or consolidation; and

(d) In case of investment of corporate funds for any purpose other than the
primary purpose of the corporation.

There are no matters or actions to be taken up at the meeting that may give rise to a
possible exercise by stockholders of their appraisal rights.

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

(a) No director, officer, nominee or any associate of the foregoing person
has substantial interest, direct or indirect, by security holdings or
otherwise, in any matter to be acted upon, other than election or
appointment to office.

(b) No director, officer, nominee or any associate of the foregoing person
has informed the company in writing that he intends to oppose any
action to be taken by the company at the meeting and indicate the
action which he intends to oppose.

COSCO CAPITAL PRELIMINARY INFORMATION STATEMENT 2020
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B. CONTROL AND COMPENSATION INFORMATION

Item 4.Voting Securities and Principal Holders Thereof

(a) Number of outstanding shares as of June 30, 2020: 7,198,253,664

common shares

Number of votes entitled: one (1) vote per share

(b) All stockholders on record as of August 8, 2020 shall be entitled to vote in

the meeting.

(c) Section 23 of the Revised Corporation Code states that stockholders

entitled to vote shall have he right to vote the number of shares of stock
standing in their own names in the stock books of the corporation as of
record date. The said stockholder may: (a) vote such number of shares
for as many as there are directors to be elected; (b) cumulate said shares
and give one (1) candidate as many votes as the number of directors to
be elected multiplied by number of shares owned; or (c) distribute them
on the same principle among as many candidates as may be seen fit.
Provided, that the total number of votes cast shall not exceed the number
of shares owned by the stockholders as shown in the books of the
corporation multiplied by the whole number directors to be elected.

On July 9, 2020 special board meeting of the company, the board allows
the stockholders to attend and vote in absentia, details of which are
provided in the notice of the meeting.

(d) Security Ownership of Certain Beneficial Owners and Management

1. Security ownership of more than 5% of the stock of the company as of

June 30, 2020:

Title of Name, address of | Relationship Name of Citizenship Number of Percent
Class record owner with the Beneficial shares held
Company Owner and
Relationship
with Record
Owner
Common Lucio L. Co, No. 2 | Chairman Direct Filipino 2,380,741,492 | 33.07%
Pili Avenue, South
Forbes Park,
Makati City
Common Susan P. Co, No. Vice- Direct Filipino 1,780,182,230 | 24.73%
2, Pili Avenue, Chairman
South Forbes
Park, Makati City
Common PCD Nominee Various Indirect Non-Filipino | 1,073,317,392 | 14.49%
Corp. —Non accounts
Filipino

COSCO CAPITAL PRELIMINARY INFORMATION STATEMENT 2020
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Common

PCD Nominee — Various
Filipino Accounts

Indirect

Filipino

602,862,600

8.36%

2. Security Ownership of Directors and Executive Officers of the company as
of June 30, 2020:
Title of Name of Beneficial Owner Nature of | Citizenship | Number of Percent of
Class beneficial shares Outstanding
ownership Voting
Shares
Common Lucio L. Co Direct Filipino 2,380,741,492 | 33.07%
Common Susan P. Co Direct Filipino 1,780,182,230 | 24.73%
Common Leonardo B. Dayao Direct Filipino 750,982 0.01%
Common Levi B. Labra Direct Filipino 100 0.00%
Common Roberto Juanchito T. Dispo Direct Filipino 100 0.00%
Common Robert Y. Cokeng Direct Filipino 8,155,000 0.11%
Common Oscar S. Reyes Direct Filipino 54,265 0.00%
Common Bienvenido E. Laguesma Direct Filipino 100 0.00%

3. Mr. and Mrs. Lucio and Susan Co do not have any voting trust agreement for their
ownership of more than 5% of the stock of the company.

4. There has been no change in control of the company in the last fiscal period.

5. Foreign ownership level as of June 30, 2020: 1,073,317,392 common shares or

14.49% of the outstanding capital stock.

Item 5.Directors and Executive Officers

(A) Presented below are the business profile of the company’s Directors, Executive
Officers and Key Officers.

(1) Directors

The board of directors of the company is composed of nine members, seven males,
one female, and one board consultant. No director of the company concurrently
serves as a director in five or more listed companies. The following directors are the
nominees for directorship in the ensuing 2020 to 2021. The business experience of
the directors are as follows:

LUCIO L. CO, Filipino, 65 years old, Chairman of the Board of Directors since 2012.

Mr. Co is also the Chairman and President of the following companies: Bellagio
Holdings, Inc., Canaria Holdings Corporation, Ellimac Prime Holdings, Inc., Invescap
Incorporated, Puregold Duty Free, Inc., and Puregold Properties, Inc.

He is the Chairman of the Alcorn Petroleum and Minerals Corporation, Entenso
Equities, Inc., NE Shopping Centers Corporation, P.G. Holdings, Inc., Pajusco

COSCO CAPITAL PRELIMINARY INFORMATION STATEMENT 2020
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Holdings Corporation, Puregold Duty Free (Subic), Inc., Puregold Finance, Inc.,
Puregold Realty Leasing & Management, Inc., San Jose City | Power Corp., Union
Energy Corporation, and Union Equities, Inc.

He is one of the Directors of these companies: Catuiran Hydropower Corporation,
Cleangreen Energy Corporation, Forbes Corporation, Grass Gold Renewable Energy
(G2REC) Corporation, Karayan Hydropower Corporation, Kareila Management
Corporation, LCCK & Sons Realty Corporation, Luis Co Chi Kiat Foundation, Inc.,
Meritus Prime Distributions, Inc., Montosco, Inc., League One Finance and Leasing
Corporation, Pamana Water Corporation, Tower 6789 Corporation and VS Gripal
Power Corporation.

Mr. Co is holding the following positions in other Philippine listed companies: Director
of Philippine Bank of Communications, Chairman of Puregold Price Club, Inc. and
Chairman & President of Da Vinci Capital Holdings, Inc.

He is a member of the Board of Trustees of Adamson University and Luis Co Chi Kiat
Foundation, Inc.

Mr. Co has been an entrepreneur for the past 40 years.
SUSAN P. CO, Filipino, 62 years old, Vice-Chairman of the Board since 2013.

Mrs. Co concurrently holds the following positions in other companies: Chairman and
President of Cosco Price, Inc., Chairman of Tower 6789 Corporation and Director of
Bellagio Holdings, Inc., Blue Ocean Holdings, Inc., Canaria Holdings Corporation,
Ellimac Prime Holdings, Inc., Kareila Management Corporation, KMC Realty Corp.,
Meritus Prime Distributions, Inc., Montosco, Inc., NE Shopping Centers Corporation,
P.G. Holdings, Inc., Patagonia Holdings Corp., PPCI Subic, Inc., Premier Wine and
Spirits, Inc., Puregold Duty Free (Subic), Inc., Puregold Duty Free, Inc., Puregold
Properties, Inc., Puregold Finance, Inc., Puregold Realty Leasing & Management,
Inc., San Jose City | Power Corp., S&R Pizza (Harbor Point), Inc., S&R Pizza, Inc.,
Union Energy Corporation and Union Equities, Inc.

Mrs. Co is holding the following positions in other Philippine listed companies: Vice-
Chairman of Puregold Price Club, Inc. and Director of Philippine Bank of
Communications.

Mrs. Co received a Bachelor of Science degree in Commerce from the University of
Santo Tomas.

LEONARDO B. DAYAO, Filipino, 76 years old, President of the company since
2010.

Mr. Dayao was the President of Puregold from 2005 to 2014. He was first elected on
the board in 1998. He is also the Chairman and President of Fertuna Holdings Corp.;
Chairman of Catuiran Hydropower Corporation, Grass Gold Renewable Energy
(G2REC) Corporation, Kareila Management Corporation, League One Finance and

COSCO CAPITAL PRELIMINARY INFORMATION STATEMENT 2020
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Leasing Corporation, Pamana Water Corporation, PSMT Philippines, Inc., S&R
Pizza, (Harbor Point) Inc., S&R Pizza, Inc.; Vice-Chairman of Ayagold Retailers, Inc.;
President of NE Pacific Shopping Centers Corporation, Puregold Duty Free (Subic),
Inc., Puregold Finance, Inc., San Jose City | Power Corp., Union Energy Corporation;
Vice-President of Alerce Holdings Corp., Bellagio Holdings, Inc., KMC Realty
Corporation, Puregold Duty Free, Inc., Puregold Properties, Inc. and Union Equities,
Inc.; and Director of Canaria Holdings Corporation, Entenso Equities Incorporated,
Karayan Hydropower Corporation and Puregold Realty Leasing & Management, Inc.

Mr. Dayao is holding the following positions in other Philippine listed companies:
Executive Director of Puregold Price Club, Inc. and Vice-Chairman of Philippine Bank
of Communications.

He received a Bachelor of Science Degree in Commerce from the Far Eastern
University. He is a Certified Public Accountant. He completed the Basic Management
Program at the Asian Institute of Management and earned units in MBA from the
University of the Philippines-Cebu.

LEVI LABRA, Filipino, 62 years old, Director since 2017.

Mr. Labra also serves as Director of Hope Philippines, Inc. He is holding the following
positions in other Philippine listed companies: Board Consultant of Puregold Price
Club, Inc. and Director of Philippine Bank of Communications.

Before joining the company, Mr. Labra worked in Procter & Gamble for 35 years. He
was the Sales Head and a member of the management committee for 20 years. He
was Regional Sales Manager for three years building sales organization and systems
for India, Indonesia, Malaysia, Singapore, South Korea, and Thailand.

He graduated with honor, cum laude, from the University of San Carlos in 1978 of a
degree of Bachelor of Science, major in Business Administration.

ROBERTO JUANCHITO T. DISPO, Filipino, 56 years old, Director since 2017.

Mr. Dispo is currently the President/CEO of League One Finance and Leasing
Corporation, Chairman of Mercantile Insurance Corporation, Blacksburg Corporation,
Pontificio Collegio Filipino in Rome, and Vice Chairman of New San Jose Builders.

Mr. Dispo was the former Vice Chairman and President of Cirtek Philippines from
2016 to 2019 and CEO of Quintel USA/UK from 2017 to 2019. He became President
of First Metro Investment Corporation from 2011 to 2015, Senior Vice President and
Executive Vice President of First Metro Investment Corporation from 1998 to 2010.
He was a former Deputy Treasurer of the Philippines, National Treasury, Department
of Finance from 1990 to 1997. Mr. Dispo started his career as Financial Analyst in
the Department of Trade and Industry from 1988 to 1990 and Administrative Officer
in the Department of National Defense from 1987 to 1988.
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Mr. Dispo graduated with a degree of Bachelor of Science in Economics from the
San Sebastian College, Manila in 1984. He took Bachelor of Science major in
management from the Pamantasan ng Lungsod ng Maynila in 1990 and Masters in
Business Administration from the same school in 1991. He completed a Diploma
Program from the International Banking and Finance, Economic Institute, University
of Colorado in 1994 and Masters in Business Economics from the University of Asia
and the Pacific in 2014.

He is a member of the Money Market Association of the Philippines since 1998 and
FINEX since 2012.

Mr. Dispo was the CEO of the Year awardee in 2014 given by Asia CEO Awards and
became Finalist in CNBC Asia Best CEO in 2014.

ROBERT Y. COKENG, Filipino, 69 years old, Lead Independent Director since 2013
and Lead Independent Director since 2017.

Mr. Cokeng is the Chairman of the Audit Committee of the company.

Mr. Cokeng is currently the Chairman and President, F&J Prince Holdings
Corporation (PSE-Listed), Magellan Capital Holdings Corporation, Center Industrial
and Investment, Inc., and Consolidated Tobacco Industries of the Philippines. He is
also the Chairman of Pointwest Technologies Corp., Ipads Developers Corp.,
Chairman of the Executive Committee of BPO International.

Mr. Cokeng started as Senior Investment Officer and Philippine Country Officer in
International Finance Corp. (World Bank group), Washington, D.C. from 1976 to
1986 and Planning Associate in Mobil Oil Philippines from 1971 to 1972.

Mr. Cokeng is a member of Wack - Wack Golf & Country Club, Tagaytay Midlands
Golf & Country Club, Balesin Island Club, Management Association of the
Philippines, and an Advisory Board Member of Harvard Business School Club of the
Philippines.

Mr. Cokeng graduated with honors from the Ateneo University with a degree of
Bachelor of Arts in Economics Honors Program in 1971, magna cum laude. He took
a Masters in Business Administration program from Harvard University in 1976 and
completed it with high distinction.

OSCAR S. REYES, Filipino, 74 years old, Independent Director since 2013.

Mr. Reyes is currently the Chairman of Link Edge, Inc. from 2002 up to the present.
He was the former President & CEO of Manila Electric Company from 2012 to 2019,
Senior Executive Vice—President & Chief Operating Officer of Manila Electric
Company from 2010 to 2012. He was the Country Chairman of Shell Companies in
the Philippines from 1997 to 2001 and held various executive positions in Pilipinas
Shell Petroleum Corporation from 1971 to 2001.
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Mr. Reyes completed Commercial Management Study Program, Shell International,
United Kingdom in 1986, Program for Management Development at Harvard
Business School in 1976, and with academic units completed in MBA at the Ateneo
Graduate School of Business in 1971.

He is a member of the Management Association of the Philippines, FINEX, Asia
Society of the Philippines, and the Employers Confederation of the Philippines.

Mr. Reyes is a graduate of the Ateneo de Manila University with a degree of Bachelor
of Arts major in Economics in 1965 with a distinction of cum laude.

BIENVENIDO E. LAGUESMA, Filipino, 69 years old, Independent Director since
2017.

Mr. Laguesma is a Senior Partner at Laguesma Magsalin Consulta Law Offices,
Independent Director of Philippine Bank of Communications (PSE-Listed),

and Director of Rural Bank of Angeles, Cavite United Rural Bank, Asia United
Leasing & Finance Corp., and Asia United Fleet Management Services, Inc.

He served as Secretary of the Department of Labor and Employment from 1998 to
2001, Commissioner of Social Security System from 2011 to 2016. He also became
Presidential Assistant of the Office of the President of the Republic of the Philippines
from 1996 to 1998, Undersecretary of the Department of Labor and Employment
from 1990 to 1996, Administrator in the National Conciliation and Mediation Board
from 1987 to 1990, Regional Director of the Department of Labor and Employment
from 1982 to 1986, Assistant Regional Director from 1981-1982, and

Executive Labor Arbiter, National Labor Relations Commission from 1979 to 1981.
Mr. Laguesma started his public service as Labor Arbiter of the National Labor
Relations Commission in 1979 and Provincial Director of Bataan Provincial Labor
Office 1978 to 1979, and Mediator-Arbiter of the Bureau of Labor Relations from
1976 to 1978.

Atty. Laguesma completed his Career Executive Development Course from the
Development Academy of the Philippines from 1984 to 1985 and Public
Administration Course from the Royal Institute of Public Administration in London,
United Kingdom in 1985. Lyceum of the Philippines awarded Atty. Laguesma, with an
Outstanding Alumnus award in 1971, Doctor of Humanities, Honoris Causa, by the
Adamson University in 1999, and Doctor of Humanities, Honoris Causa, by the
Central Colleges of the Philippines in 2016.

He is a member of the Integrated Bar of the Philippines since 1976, the Philippine
Bar Association since 2004, and the Rotary Club of Manila since 2002.

Atty. Laguesma graduated from the Lyceum of the Philippines with a degree of
Bachelor of Arts major in Political Science in 1971 and Ateneo de Manila University
College of Laws with a degree of Bachelor of Laws in 1975.
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JAIME J. BAUTISTA, Filipino, 63 years old, Board Consultant since 2019.

Mr. Bautista is currently a member of the Board of Trustees of the University of the
East, UE Ramon Magsaysay Memorial Medical Center, International School of
Sustainable Tourism, Philippine Eagle Foundation Inc. and member of the Board of
Directors of Airspeed International Corp., Alphaland Corp., Gothong Southern
Shipping Lines, Inc., Sabre Travel Network Phils. Inc.

He used to be the President of the Philippine Airlines, Inc. (PAL) from 2014 to 2019
and from 2004 to 2012. He was the Executive Vice-President of PAL from 1999 to
2004 and Senior Vice President — Chief Finance Officer from 1994 to 1998.

Mr. Bautista is a graduate of Colegio de San Juan de Letran, Intramuros, Manila, with
a degree of Bachelor of Science in Commerce, Major in Accounting, 1977.

He completed a post-graduate course of Doctor of Philosophy in Humanities (Honoris
Causa) from the Central Luzon State University, Mufioz, Nueva Ecija in 2018, and a
Canada International Entrepreneurial Program from Capilano College, North
Vancouver, British Columbia in 1990.

(2) Executive Officers

Every after the annual stockholders' meeting, the board convenes for an
organizational meeting and appoint officers who will assume the positions of
President, Treasurer, Corporate Secretary, Compliance Officer, Lead Independent
Director, Internal Auditor, and the members of the committee. For the year 2019, the
organizational meeting took place on June 20, 2019. The board renewed the
appointment of the following officers:

TEODORO A. POLINGA, Filipino, 61 years old, Group Finance Comptroller since
2013.

Mr. Polinga was the Senior Accounting Manager of the company in 2013 and
became Comptroller in 2015.

He was the founding President and Director of MTM Ship Management (Philippines),
Inc., 2013 to 2014, and Executive Director and Chief Finance Officer of Alchem
Energy Limited from 2010 to 2012.

Mr. Polinga is a Sustaining Life Member of the Philippine Institute of Certified Public
Accountants (PICPA), Member/Past Director of the Rotary Club of Makati — Legazpi
and Director & Vice President of B.F. International Homeowners Association.

Mr. Polinga graduated with honors, magna cum laude, from the Holy Name
University (Formerly Divine Word College of Tagbilaran City) with a degree of
Bachelor of Science major in Accounting in 1978 and completed a Management
Development Program from the Asian Institute of Management in 1990.
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JOSE S. SANTOS, JR,, Filipino, 80 years old, Corporate Secretary since 2013.

Atty. Santos is a practicing lawyer. He is a graduate of Lyceum of the Philippines with
a degree of Bachelor of Laws in 1961. He became a member of the Philippine bar in
1961.

CANDY H. DACANAY-DATUON, Filipino, 41 years old, Assistant Corporate
Secretary and Compliance Officer since 2013.

Atty. Dacanay is a graduate of Colegio De San Juan de Letran with a degree of
Bachelor of Arts in Political Science, with a distinction of cum laude. She finished
Bachelor of Laws from the University of Santo Tomas in 2003 and admitted to the
Philippine Bar in 2004.

She started her career as Associate Counsel of Puregold Price Club, Inc. from 2004
to 2011. She became the company's Assistant Corporate Secretary and at the same
time Compliance Officer in 2012, and Data Privacy Officer in 2018.

Concurrently, she is the Assistant Corporate Secretary and Compliance Officer of
Puregold Price Club, Inc. (a listed company) and Corporate Secretary of Da Vinci
Capital Holdings, Inc. (a listed company), Kareila Management Corporation (S&R
warehouse) and Corporate Secretary and Compliance Officer of League One
Finance and Leasing Corporation.

Atty. Dacanay has recently completed the Harvard Business School Online
Certificate Program, "Sustainable Business Strategy".

EMERLINDA D. LLAMADO, Filipino, 58 years old, Internal Auditor since 2012.

Before joining the company, she worked as System Assistant and Audit Manager
from 1984 to 2012 with the Ever Gotesco group of companies. She graduated from
the Far Eastern University with a degree of Bachelor of Science in Accountancy in
1984. Ms. Llamado is a Certified Public Accountant.

(3) Key Officers in Subsidiaries

FERDINAND VINCENT P. CO, Filipino, 38 years old, President of Puregold Price
Club, Inc. since 2015.

He concurrently holds the following positions: (1) Chairman and President of Alerce
Holdings Corp., Blue Ocean Foods, Inc., Forbes Corporation, Invesco Company,
Inc., KMC Realty Corporation, League One, Inc., PPCI Subic Inc., Patagonia
Holdings Corp., Purepadala, Inc., and VFC Land Resources, Inc.; (2) President of
Ayagold Retailers, Inc., Entenso Equities, Inc., and Union Equities, Inc.; (3) Director
of Bellagio Holdings, Inc., Blue Ocean Holdings, Inc., Canaria Holdings Corporation,
Cosco Price, Inc., Ellimac Prime Holdings, Inc., Fertuna Holdings Corp., Meritus
Prime Distributions, Inc., P.G. Holdings, Inc., Premier Wine and Spirits, Inc., PSMT
Philippines, Inc., Puregold Duty Free (Subic), Inc., Puregold Finance, Inc., Puregold
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Properties, Inc., Puregold Realty Leasing & Management, Inc., San Jose City Power
Corp., Tower 6789 Corporation and Union Energy Corporation.

Mr. Vincent Co received a Bachelor of Science degree in Entrepreneurial
Management from the University of Asia and the Pacific in 2003.

ANTHONY 8Y, Filipino, 59 years old, S&R President since 2006.

Before joining the company, Mr. Sy worked as President of Visual Merchandising
Center from 1986 to 2006. He graduated from the Ateneo De Manila University with a
degree of Bachelor of Science in Management Engineering in 1982.

JOSEPH U. SY, Filipino, 57 years old, Operations Manager of Ayagold since 2017.

Mr. Sy is one of the pioneer employees of Puregold. He was the first store manager
in the first branch of the company in Mandaluyong City. Because of his long retail
experience, Mr. Sy manages the big stores of Puregold in Metro Manila, and he is
also heading the operation of 2 branches of Merkado, a joint venture project with
Ayala Land, Inc.

He graduated from the Philippine School of Business Administration major in
Accountancy in 1983. Mr. Sy is a Certified Public Accountant.

IRAIDA B. DE GUZMAN, Filipino, 60 years old, President of Office Warehouse since
2014.

Before joining Office Warehouse, Ms. De Guzman worked as Senior Vice-President
of Puregold from 1999 to 2014. She is a graduate of Polytechnic University of the
Philippines with a degree of Bachelor of Science in Commerce major in Economics.

GIRLIE M. SY, Filipino, 57 years old, President of Nation Realty, Inc. since 2013.

Ms. Sy started her career in Puregold Finance, Inc. as Finance and Administration
Manager in 1995 up to the present and Finance and Admin Manager for Bellagio
Holdings, Inc. in 2005 up to the present.

Ms. Sy is a graduate of Far Eastern University with a degree of Bachelor of Science
in Psychology in 1983.

JOAN C. JUSTO, Filipino, 45 years old, Leasing Manager of NE Pacific Shopping
Centers Corporation since 2014.

Ms. Justo has been with NE Pacific since 1997 under its previous and founding
owners. She is a graduate of Lyceum of the Philippines with a degree of Bachelor of
Science in Foreign Service in 1995.

CAMILLE CLARISSE P. CO, Filipino, 32 years old, Chairman and President of
Meritus Prime Distributions, Inc. since 2013.
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Ms. Camille Co is a Director of Alerce Holdings, Corp., Blue Ocean Holdings, Corp.,
CHMI Hotels and Residences, Inc., Fertuna Holdings, Corp., Invesco Company, Inc.,
KMC Realty Corporation, League One, Inc., Montosco, Inc., Nation Realty Inc., P.G.
Holdings, Inc., Patagonia Holdings, Corp., Pure Petroleum Corp., Premier Wine and
Spirits, Inc. Puregold Properties, Inc., S&R Pizza, Inc., SPC Resources, Inc., Union
Equities, Inc., VFC Land Resources, Inc.

Ms. Co is a graduate of Dela Salle University with a degree of Bachelor of Arts in
Psychology in 2009.

JANELLE O. UY, Filipino, 33 years old, Chairman and President of Montosco, Inc.
since 2013.

Prior to joining the company, Ms. Uy worked as a Key Account Manager in Unilever
Philippines from 2009 to 2013. She graduated from the Dela Salle University with a
degree in Applied Corporate Management in 2009.

ROBIN DERRICK C. CHUA, Filipino, 30 years old, Managing Director of Premier
Wine and Spirits, Inc. from 2018 up to the present.

Before joining the company, Mr. Chua worked in various consumer marketing and
sales roles in Unilever Philippines and overseas from 2012 to 2018. He is a graduate
of Ateneo de Manila University with a degree of Bachelor in Management and a
Minor in Entrepreneurship in 2012.

JOSE PAULINO L. SANTAMARINA, Filipino, 56 years old, President of Premier
Wines and Spirits, Inc. from 1996 up to the present. Mr. Santamarina is a graduate of
the Ateneo De Davao University with a degree of Bachelor of Science in
Accountancy.

(B) Significant Employees

There is no person in the company who is not an executive or key officer but who is
expected to make a significant contribution to the operation of the business. The
business of the company is not highly dependent on the services of certain key
personnel.

(C) Family Relationships

1. Mr. Lucio L. Co and Mrs. Susan P. Co are husband and wife.
2. Mr. Ferdinand Vincent P. Co and Ms. Pamela Justine P. Co are children of
Mr. and Mrs. Co.

(D) Involvement in Certain Legal Proceedings

As of December 31, 2019, and the past five years, the company has no director,
executive officer or principal officer who is involved in any of the following:
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(1) Bankruptcy case.
(2) Convicted by final judgment of any criminal proceeding, domestic or foreign.

(3) The subject of any order, judgment, or decree of any court of competent
jurisdiction permanently or temporarily enjoining, barring, suspending or otherwise
limiting his involvement in any type of business, securities, commodities, or banking
activities.

(4) Being found by a domestic or foreign court of competent jurisdiction (in a civil
action), the Commission or comparable foreign body or a domestic or foreign
exchange or other organized trading market or self-regulatory organization, to have
violated a securities or commaodities law or regulation, and the judgment has not
been reversed, suspended or vacated.

(E) No director has resigned or declined to stand for re-election to the board of
directors since the date of the last annual meeting of security holders because of a
disagreement with the company on any matter relating to the company's operations,
policies or practices.

(F) For discussion of related party transactions, please to the 2019 Consolidated
Audited Financial Statements hereto attached as Annex “D”.

Item 6. Compensation of Directors and Executive Officers

The company pays a fixed monthly compensation to its employees subject to
periodic performance review. The members of the board receive per diem
allowances of P50,000.00 per attendance in board meetings and P20,000 per
attendance in committee meetings.

The total annual compensation of the President and the four most highly compensated
officers amounted to P6,406,199.02 in 2018 and P7,200,000.00 in 2019 and their
projected total annual compensation for the year 2020 is P7,200,000.00, please see
table below:

(A) Summary Compensation Table

Name and Position Year Salary Bonus Other Annual
Compensation

Lucio L. Co, Chairman

Susan P. Co, Vice-Chairman
Leonardo B. Dayao, President
Teodoro A. Polinga, Comptroller
Andres S. Santos, Legal Counsel
Aggregate compensation of the 2017 P6,412,772.70 - -
President and the four most
highly compensated officers

2018 P6,406,199.02 - -
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2019 P7,200,000.00 - -
2020 P7,200,000.00 - -
projected
Aggregate compensation paid to | 2017 P2,512,772.70 - -
all other officers and managers
2018 P2,506,199.02 - -
2019 P3,960,000.00 - -
2020 P3,960,000.00 - -
projected

(B) Standard Arrangements

The company has no standard arrangements according to which the directors are
compensated, directly or indirectly, for any services provided as a director except for
per diem allowances.

(C) Other Arrangements

The company has no other arrangements according to which the directors are
compensated, directly or indirectly, for any services provided as a director except for
per diem allowances.

(D) Employment Contracts and Termination of Employment and Change-in-Control
Arrangements

All employees, including executive and principal officers, have employment contracts
with the company, which are consistent with the existing labor laws of the country.
The company has a retirement plan for its employees that is also in concordance with
current labor laws.

(E) Warrants and Options
None.
Item 7.Independent Public Accountants

(a) The company’s external auditor for 2019 is:

Mr. Dindo Marco M. Dioso

Handling Audit Partner

CPA License No. 0095177

SEC Accreditation No. 1387-AR-1 (Group A) valid until May 31, 2020.
R.G. Manabat & Co.

The KPMG Center, 9/F 6787 Ayala Avenue, Makati City Philippines
+63 (2) 885 7000

(b) Upon the favorable recommendation of the Audit Committee, the board is
recommending the same principal accountant for the year 2020.
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(c) Mr. Dindo Marco M. Dioso or his representatives are expected to be present at
the security holders' meeting; they will have the opportunity to make a statement, if
they desire to do so; and they are expected to be available to respond to appropriate
questions.

(d) The independent accountant who was previously engaged as the principal
accountant to audit the company's financial statements has not resigned nor was
there any indication that he declined to stand for re-election after the completion of
the current audit and neither was he dismissed by the company.

(e) There were no changes in or disagreements with independent accountants on
accounting and financial disclosure.

(f) The company paid the independent accountant the following fees:

2017 2018 2019
2,220,500 3,270,500 2,660,500

The company did not engage the services of R.G. Manabat (KPMG) for non-audit
services.

Item 8.Compensation Plans

No action is to be taken up with respect to any plan pursuant to which cash or non-
cash compensation may be paid or distributed during the meeting.
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C. ISSUANCE AND EXCHANGE OF SECURITIES

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

No action is to be taken up with respect to the authorization or issuance of any
securities otherwise than for exchange for outstanding securities of the company
during the meeting.

Item 10. Modification or Exchange of Securities

No action is to be taken up with respect to the modification of any class of securities
of the registrant, or the issuance or authorization for issuance of one class of
securities of the company in exchange for outstanding securities of another class.
Item 11. Financial and Other Information

Attached hereto are the Management Discussion and Analysis as Annex “C”, 2019
Consolidated Audited Financial Statements as Annex “D”, and First Quarter Financial
Report as Annex “E”.

Item 12. Mergers, Consolidations, Acquisitions and Similar Matter

No action is to be taken up during the meeting that will involve mergers,
consolidations, acquisitions or any similar transaction of the company.

Item 13. Acquisition or Disposition of Property

No action is to be taken with respect to the acquisition or disposition of any property
during the meeting.

Item 14. Restatement of Accounts

No action is to be taken up with respect to the restatement of any asset, capital, or
surplus account of the company during the meeting.
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D. OTHER MATTERS

Item 15. Action with Respect to Reports

(a) Minutes of the 2019 Annual Stockholders’ Meeting including the
President’s Report and the 2018 Consolidated Audited Financial
Statements.

(b) Annual Report including the 2019 Consolidated Audited Financial
Statements.

Item 16. Matters Not Required to be Submitted

No action is to be taken up with respect to any matter which is not required to be
submitted to a vote of security holders.

Item 17. Amendment of Charter, Bylaws or Other Documents
No action is to be taken up with respect to any amendment of charter or bylaws.
Item 18. Other Proposed Action

(a) Ratification of all the acts and resolutions of the board of directors and
management from the date of the previous stockholders’ meeting.

(b) Election of regular and independent directors.
(c) Re-appointment of external auditor and fixing its audit service fees.
Item 19. Voting Procedures

(a) The affirmative vote of at least majority of the shares present or represented in
the meeting shall be required to approve all actions submitted to the vote of
stockholders.

(b) The stockholders may cast their votes by sending proxies, or in absentia by any
means of remote communication. The stockholders entitled to vote shall have he
right to vote the number of shares of stock standing in their own names in the stock
books of the corporation as of record date.

For election of directors, a stockholder may: (a) vote such number of shares for as
many as there are directors to be elected; (b) cumulate said shares and give one (1)
candidate as many votes as the number of directors to be elected multiplied by
number of shares owned; or (c) distribute them on the same principle among as
many candidates as may be seen fit. Provided, that the total number of votes cast
shall not exceed the number of shares owned by the stockholders as shown in the
books of the corporation multiplied by the whole number directors to be elected.
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All votes of the stockholders must be submitted by email to
corporate.governance@coscocapital.com on or before August 14, 2020.

(c) The company will engage the services of its Stock Transfer Agent, RCBC
Transfer Agent, to count and validate the votes of the stockholders.
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SIGNATURE PAGE

After reasonable inquiry and to the best of my knowledge and belief, we hereby
certify that the information set forth in this report is true, complete and correct. This
report is signed in the City of Manila, Philippines on July 15, 2020.

COSCO CAPITAL, INC.

COSCO CAPITAL PRELIMINARY INFORMATION STATEMENT 2020
Page 21 of 21



Annex "A"

PROXY

Date:

The undersigned hereby appoints the Chairman of the meeting as a proxy to vote all the
shares of the undersigned at the 2020 Annual Stockholders’ Meeting of COSCO CAPITAL,
INC. set on August 18, 2020, 10:00 AM, via live stream at www.coscocapital.com.

The proxy shall vote subject to the instructions indicated below, and the proxy is authorized to
vote in his discretion on other business as may properly come at the meeting. Where no specific
authority is indicated below, the proxy shall vote for the approval of the corporate matters listed
below and in favor of the nominated directors named below.

Agenda ltems Yes No Abstain

1. Approval of Minutes of the Previous Meeting and Ratification of Acts
and Resolutions of the Board of Directors and Management since the
last stockholders’ meeting

2. Annual Report and Approval of the 2019 Audited Financial
Statements

3. Re-appointment of RG Manabat & Company as External Auditor for
the year 2020 and up to the total amount of P2.6 million as audit fee

4. Election of Directors Number of Votes

a. Lucio L. Co

b. Susan P. Co

c. Leonardo B. Dayao

d. Roberto Juanchito T. Dispo

e. Levi B. Labra

f. Jaime J. Bautista

g. Robert Y. Cokeng as Independent Director

h. Oscar S. Reyes as Independent Director

i. Bienvenido E. Laguesma as Independent Director

Complete Name of Stockholder and/or Representative

Please email a scanned copy of this Proxy at corporate.governance@coscocapital.com on or
before August 14, 2020. For corporate stockholders, attach a Secretary’s Certificate stating the
authority of the signatory named herein to appoint the Proxy and sign this Proxy Form.
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Annex "B"

Guidelines for Participating via Remote Communication and Voting in Absentia in
2020 Annual Stockholders’ Meeting of Cosco Capital, Inc.

The 2020 Annual Stockholders’ Meeting (ASM) of Cosco Capital, Inc. (the Company) is on
August 18, 2020 at 10:00 am and with a record date of August 8, 2020.

In consideration of the health and safety concerns of everyone brought by COVID 19
pandemic, the Board of Directors of the Company has approved and authorized our
stockholders to participate in the ASM via remote communication and to exercise their right
to vote in absentia.

Registration

The stockholder must notify the Assistant Corporate Secretary of his/her intention to
participate in the ASM via remote communication and exercise his/her right to vote in
absentia by no later than August 10, 2020, by emailing at
corporate.governance@coscocapital.com and by submitting there the following supporting
documents/information:

e Individual Stockholders
1. Copy of valid government ID of stockholder/proxy
2. Stock certificate number/s
3. If appointing a proxy, copy of proxy form duly signed by stockholder (need
not be notarized)
4. Email-address and contact number of stockholder or proxy
e  Multiple Stockholders or joint owners
1. Stock certificate number/s
2. Proof of authority of stockholder voting the shares signed by the other
registered stockholders, for shares registered in the name of multiple
stockholders (need not be notarized)
3. Copy of valid government IDs of all registered stockholders
4. Email-address and contact number of the authorized representative

e  Corporate Stockholders
1. Secretary’s Certification of Board resolution appointing and authorizing a
proxy to participate in the ASM
2. Valid government ID of the authorized representative
3. Stock certificate number/s
4. Email-address and contact number of the authorized representative

e  Stockholders with Shares under broker account
1. Certification from the broker as to the number of shares owned by the stockholder
2. Valid government ID of stockholder
3. If appointing a proxy, copy of proxy form duly signed by stockholder (need
not be notarized)
4. Email-address and contact number of stockholder or proxy

Online Voting

The stockholders who have sent us their intention to participate in the ASM shall be notified
via email of their log-in passwords for the voting portal. The stockholders can then cast their
votes following these simple steps:

1. Log-in to the voting portal by clicking the link on our company website.
2. Use the log-in passwords sent by email to the email address of the stockholder
provided to the Company to access the voting portal.
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3. Upon accessing the portal, the stockholder can vote on each agenda item.

4. Once the stockholder has finalized his/her vote, he can proceed to submit his
vote by clicking the “Submit” button.

ASM Livestream

The stockholders who have the log-in passwords can participate in the ASM to be
broadcasted live by the Company in our website. Further instructions on how to access the
live stream will also be posted at www.coscocapital.com

There will be video recordings of the ASM which a stockholder on record may avail upon
request.

Open Forum

There will be Open Forum during the meeting, where representatives of the Company may
answer as many questions as time will allow. However, a stockholder may send their
questions in advance by sending an email at corporate.governance@coscocapital.com on or
before August 17, 2020.

The Company’s Investor Relations Officer will answer questions received but not answered
during the ASM by email.

For any queries or concerns, please contact the office of the Assistant Corporate Secretary
at (632) 8523-3055 or via email at corporate.governance@coscocapital.com
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ANNEX "C"

Management's Discussion and Analysis of Operations

The following discussion and analysis of the Group's results of operations, financial condition and
certain trends, risks and uncertainties that may affect the Group's business should be read in
conjunction with the auditors' reports and the Group's 2019 audited consolidated financial statements
and notes attached herewith as Annex “B”.

Key Performance Indicators

The following financial ratios are considered by management as key performance indicators of the
Group’s operating results as well as its financial condition:

Return on investment (Net income/ Ave. stockholders’ equity) - measures the profitability of
stockholders’ investment

Profit margin (Net income/ Net revenue) - measures the net income produced for each peso
of sales

EBITDA to interest expense (EBITDA/ Interest expense) — measures the ability of the Group
to pay interest of its outstanding debts

Current ratio (Current asset/ Current liabilities) - measures the short-term debt-paying ability
of the Group

Asset turnover (Net revenue/ Average total assets) - measures how efficiently assets are used
to generate revenues

Asset to equity ratio (Assets/ Shareholders’ equity) - indicates the Group’s leverage used to
finance the firm

Debt to equity ratio (Liabilities/ Shareholders’ Equity) -measure of a Group's financial leverage

The table below shows the key performance indicators for the past three years:

Performance Indicators 2019 2018 2017

Return on investment 16.60% 10.47% 10.10%
Profit margin 9.27% 5.04% 5.13%
EBITDA to interest expense 8.65x 8.64x 8.71x

Current ratio 3.45:1 2471 1.88:1
Asset turnover 1.13:1 1.25:1 1.17:1
Asset to equity 1.54:1 1.64:1 1.67:1
Debt to equity ratio 0.54:1 0.64:1 0.67:1

These financial ratios were calculated based on the consolidated financial statements of Cosco
Capital, Inc. and its subsidiaries as described more appropriately in Note 1 to the audited financial
statements attached in Annex A hereof.
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Comparative Years 2019 and 2018

The table below shows the consolidated results of operations of the Group for the years ended
December 31, 2019 and 2018.

INCREASE

In Thousands FY2019 % FY2018 % DECREASE %
REVENUES 166,066,712 100.00% 168,210,357 100.00% (2,143,644) -1.27%
COST OF SALES/SERVICES 136,177,666 82.00% 139,809,619 83.12% (3,631,953) -2.60%
GROSS PROFIT 29,889,046 18.00% 28,400,738 16.88% 1,488,308 5.24%
OTHER OPERATING INCOME 3,262,853 1.96% 2,994,765 1.78% 268,088 8.95%
GROSS OPERATING INCOME 33,151,900 19.96% 31,395,503 18.66% 1,756,397 5.59%
OPERATING EXPENSES 19,147,089 11.53% 18,326,809 10.90% 820,280 4.48%
INCOME FROM OPERATIONS 14,004,811 8.43% 13,068,694 1.77% 936,117 7.16%
OTHER INCOME (CHARGES) - net 4,909,862 2.96% (1,301,028) -0.77% 6,210,890  477.38%
INCOME BEFORE INCOME TAX 18,914,673 11.39% 11,767,667 7.00% 7,147,007 60.73%
INCOME TAX EXPENSE 3,521,465 2.12% 3,285,862 1.95% 235,604 7.17%
NET INCOME FOR THE YEAR 15,393,208 9.27% 8,481,805 5.04% 6,911,403 81.49%
Equity Holders of the Parent
Company 11,597,381 6.98% 5,381,485 3.20% 6,215,896 115.51%
Non-controlling interests 3,795,827 2.29% 3,100,319 1.84% 695,508 22.43%

15,393,208 9.27% 8,481,805 5.04% 6,911,404 81.49%
EARNINGS PER SHARE (EPS) 1.65437 0.75975 117.75%
CORE EPS 0.83754 0.73362 14.16%

Growth in Revenues

Cosco Capital, Inc. and subsidiaries (the “Group”) posted a consolidated revenue of P166.06 Billion
during the year ended December 31, 2019 which reflects a decrease by P2.14 Billion or 1.27%
compared to last year’s revenue of P168.21 Billion.

The 2019 revenue figures do not anymore include the revenue contributions from Liquigaz in view of
the divestment of the group’s equity interests which was closed and completed on February 13, 2019.
Excluding Liquigaz’s revenue contribution in 2018 amounting to about P17.09 Billion, for like for like
comparability, consolidated revenues of all the business segments in 2019 would reflect a normalized
growth of 9.89% year on year over 2018 performance.

Growth in Net Income

During the same year, the Group realized a consolidated net income of P15.39 Billion which is higher
by P6.91 Billion representing a growth of 81.49% as compared to last year's net income of P8.48
Billion which was restated to reflect the retrospective effect of the adoption of new lease accounting
standard on Grocery Retail, Real Estate, Liquor Distribution and Specialty Retail segments’ net
income.

The 2019 net income includes a one-time gain realized from the sale of the group’s equity interest in
Liguigaz Philippines Corporation amounting to P6.07 Billion. Excluding this one-time gain on sale of
investment, core consolidated net income for the year ended December 31, 2019 amounted to P9.32
Billion at 5.61% net margin and for a growth of 14.79%.

As discussed more fully in Note 33 to the audited financial statements, the gain on sale previously
reported and presented in the quarterly reports in 2019 represents the gain on sale before the effect
of share in income recognized from date of acquisition to date of sale which were directly derecognized
from the retained earnings account.
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Net income attributable to equity holders of the parent company (PATMI) in 2019 amounted to about
P11.60 Billion which increased by about P6.21 Billion or 115.51% as compared to the 2018 PATMI
amounting to P5.38 Billion. Similarly, excluding the one-time gain from the sale of investment
abovementioned, core PATMI in 2019 would amount to P5.87 Billion which is 13.0% higher than the
2018 PATMI of P5.19 Billion.

Segment Revenue & Net Income Contributions

Grocery Retail Segment

During the year 2019, the Group’s grocery retail business segment registered a consolidated
revenue contribution amounting to P154.49 Billion or an increase of P13.35 Billion or about 9.46%
growth as compared to the segment’s revenue contribution of P141.14 Billion of last year brought
about by its continued aggressive stores expansion program and management’s combined efforts
to boost revenue.

Consolidated net income contribution in 2019 amounted to P6.77 Billion which increased by
P573.29 Million or 9.25% as compared to the net income contribution of P6.20 Billion in 2018.
This includes the one-time gain amounting to around P363 Million realized from the sale of shares
in PG Lawson. Excluding this non-recurring item, core consolidated net income amounted to
P6.75 Billion which registered a growth of 16.0% year on year from the previous year.

Real Estate Segment

The commercial real estate business segment contributed P1.49 Billion to the Group’s
consolidated revenue in 2019 representing a growth of about P118.54 Million or 8.59% of the
segment’s revenue contribution in 2018 amounting to P1.38 Billion. This was mainly attributable
to the additional leasable area from the new mall assets added to the portfolio during the first
guarter of 2018 and in 2019, sustained higher occupancy rates and higher income from its oil
storage tanks business unit operating within the Subic Bay Freeport.

Consolidated net income contribution in 2018 amounted to about P1.17 Billion which increased
by about P85.79 Million or 7.90% as compared to the net income contribution of P1.08 Billion in
2018, which was restated to reflect the retrospective effect of the adoption of the new lease accounting
standard under PFRS 16 effective January 1, 2019.

Liguor Distribution Segment

The liquor distribution business segment contributed about P7.63 Billion to the Group’s
consolidated revenue in 2019 representing an increase by about P1.11 Billion or 17.12% higher
as compared to the 2018 revenue contribution of P6.51 Billion mainly attributable to its continued
strong sales performance of its brandy category particularly the Alfonso brand and on the back of
its aggressive sales and marketing campaign during the period.

Consolidated net income contribution in 2019 amounted to about P1.21 Billion which increased
by P470.15 Million or 63.26% as compared to the net income contribution in 2018 amounting to
P743.18 Million, which was restated to reflect the retrospective effect of the adoption of the new lease
accounting standard under PFRS 16 effective January 1, 2019.

17A 2019
February 2001



Specialty Retail
In view of the group’s divestment in Liquigaz which was completed in February 2019 following the

approval of the transaction by the Philippine Competition Commission, the financial performance of
the Specialty Retail segment in 2019 covers only that of Office Warehouse.

Office Warehouse, Inc. contributed about P2.45 Billion to the Group’s consolidated revenue during the
fiscal year 2019 representing an increase by about P361.83 Million or 17.35% higher as compared to
the 2018 revenue contribution of P2.08 Billion mainly attributable to its strong same store sales growth
(SSSG) of 12.19% and its enhanced product offerings and aggressive sales and marketing campaign.
Net income contribution in 2019 amounted to about P97.03 Million which increased by P31.45 Million
or 48.0% as compared to 2018 amounting to P65.58 Million, which was restated to reflect the
retrospective effect of the adoption of the new lease accounting standard under PFRS 16 effective
January 1, 2019.

Segment Operating & Financial Highlights

Grocery Retail

Net Sales

For the year ended December 31, 2019, the Grocery Retail Segment posted a consolidated net sales
of P154,490 million for an increase of P13,351 million or a growth of 9.5% compared to P141,139
million in 2018. New organic stores put up in 2018 were fully operating in 2019 increasing consolidated
net sales in addition to robust like for like stores sales growth and revenue contributions from new
organic stores established during the year.

Like for like consolidated sales performance indicators of the group for the year ended December 31
are as follow:

PGOLD S&R
Net Sales 4.6% 8.3%
Net Ticket 8.5% 7.3%
Traffic -3.5% 0.9%

Gross Profit

For the year ended December 31, 2019, the Grocery Retail Segment realized an increase of 8.5% in
consolidated gross profit from P23,929 million in 2018 at 17.0% margin to P25,951 million at 16.8%
margin in 2019, driven by strong sales growth from new and old stores and sustained continuing
suppliers' support through additional trade discounts in the form of rebates and conditional discounts
granted during the period. The margin slightly declined during the current period accounting primarily
to lower supplier support in relation to product cost.
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Other Operating Income

Other operating income increased by P322 million or 10.9% from P2,941 million in 2018 to P3,263
million in 2019. This is attributable to increase in concess income, membership income and rent
income driven mainly by new stores opened during the year and full operation of new stores opened
in 2018.

Operating Expenses

Operating expenses increased by P1,191 million or 7.2% from P16,639 million in December 31, 2018
to P17,830 million in 2019. The incremental operating expenses were mainly attributable to
depreciation expense, taxes and licenses, repairs and maintenance, advertising and promotion, credit
card charges and manpower expenses principally related to the establishment and operation of new
organic stores.

Other Expense - net

Other expenses net of other income amounted to P1,804 million and P1,528 million in December 31,
2019 and 2018, respectively. Interest income increased in December 2019 due to higher placement
in short-term investment as compared to placements made in 2018. Interest expense comprised bulk
of the account as a result of adoption of the new accounting standard, PFRS 16 — Leases.

Net Income

For the year ended December 31, 2019, the Grocery Retail Segment earned a consolidated net
income of P6,773 million at 4.4% net margin and an increase of 9.2% from P6,200 million at 4.4% net
margin in 2018. Excluding the one-time gain on sale of investment in joint venture and share in equity
investments, core consolidated net income grew by 16.0% at 4.4% and 4.1% net margin in 2019 and
2018, respectively. This was principally driven by the continuous organic expansion of the Grocery
Retail Segment’s grocery retail outlets on the back of a sustained strong consumer demand. This has
been augmented by combined management strategies and programs to boost revenue contributions
from the base stores as well as new stores and constant management efforts to strategically control
operating expenses.

Commercial Real Estate

The Group’s Real Estate Segment posted P2.14 Billion in revenues for the year ended December 31,
2019 or a 5.71% increase from P2.03 Billion from 2018. This was mainly attributable to the additional
leasable area from its new mall assets added to its portfolio in early 2018 and 2019, higher
occupancy rates and higher income from its oil storage tanks business unit operating within the
Subic Bay Freeport.

Income from operations before depreciation increased by P69.43 Million or 4.5% from P1.53 Billion in
2018 to P1.60 Billion for the year ended December 31, 2019.

Net income for the year ended December 31, 2019 amounted to P1.22 Billion or a 12.8% increase
from last year’s P1.08 Billion brought about by additional rental revenue.
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Liquor Distribution

Revenues generated by the Liquor Distribution Segment increased to P10.72 Billion in 2019 or
22.52% growth from last year’s P8.74 Billion on the back of a robust sales performance in volume
(no. of cases) sold which grew by about 43%. The strong sales performance is still principally
driven by its brandy portfolio which accounts for more than 70% of sales augmented by the strong
performance of the other spirits sector.

Income from operations increased to P1.68 Billion in 2019 or 66.63% higher from last year’s P1.01
Billion.

Net income for the 2019 period increased by P474.09 Million from P738.36 Million in 2018 to
P1.21 Billion in 2019 or 64.20% growth.

Specialty Retail

Office Warehouse

As at December 31, 2019, the company had expanded its retail network to 89 stores from 46
stores at acquisition date sometime in May 2014. Net selling area also increased to 15,589 sq.m.
or a cumulative growth by 41.25% from the date of acquisition. Sales revenues increased to
P2.45 Billion in 2019 or 17.3% higher as compared to the 2018 revenue of P2.09 Billion mainly
attributable to its continuing stores network expansion program, enhanced product offerings as
well as aggressive sales and marketing campaign which also drove a strong SSSG of 12.19%
during the fiscal year 2019. Net income contribution in 2019 amounted to about P97.03 Million
which increased by P31.45 Million or 48% as compared to the net income contribution in 2018
amounting to P65.58 Million

Liquigaz

On October 19, 2018, Liquigaz parent company, Canaria Holdings Corporation (CHC) and
Fernwood Holdings, Inc. signed a Share Purchase Agreement whereby Canaria sells all its shares
in Liquigaz Philippines Corporation and Calor Phils. Holdings, Inc. to Fernwood Holdings, Inc. The
transaction was subsequently approved by the Philippine Competition Commission on January
17, 2019 paving the way for its closing and completion on February 13, 2019.

The sale of investment in Liquigaz resulted to a one-time gain of P6.07 Billion, net of capital gains
tax.

Revenues generated in 2018 amounted to P17.09 Billion and net income of P626.23 Million.
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Consolidated Statements of Financial Position

Shown below are the comparative consolidated financial position of the Group:

| ‘ 2018 INCREASE

(In Thousands) 2019 % (As Restated) % | (DECREASE) %
Current Assets
Cash and cash equivalents 24,402,014 15.80% 16,784,861 12.03% 7,617,153 45.38%
Receivables - net 16,637,892 10.77% 6,630,927 4.75% 10,006,966 150.91%
Financial asset at FVOCI 9,209 0.01% 7,026 0.01% 2,182 31.06%
Financial asset at FVPL 34,921 0.02% 36,503 0.03% (1,582) -4.33%
Inventories 24,722,271 16.01% 23,931,657 17.15% 790,614 3.30%
Due from related parties 192,068 0.12% 47,971 0.03% 144,096 300.38%
Prepayments and other current assets 2,000,502 1.30% 2,609,348 1.87% (608,846) -23.33%

67,998,876 44.03% 50,048,292 35.87% 17,950,584 35.87%
Assets of disposal group classified as held for sale - - 7,320,895 5.25% (7,320,895) -100.00%
Total current assets 67,998,876 44.03% 57,369,187 41.11% 10,629,689 18.53%
Noncurrent Assets
Property and equipment - net 27,927,953 18.08% 26,343,793 18.88% 1,584,160 6.01%
Right-of-use assets 21,700,103 14.05% 20,082,426 14.39% 1,617,676 8.06%
Investment properties - net 11,125,998 7.20% 10,836,618 7.77% 289,379 2.67%
Intangibles and goodwill - net 21,089,717 13.65% 21,095,502 15.12% (5,786) -0.03%
Investments 741,175 0.48% 603,175 0.43% 138,000 22.88%
Deferred oil and mineral exploration costs 0.00% 123,365 0.09% (123,365) -100.00%
Deferred tax assets-net 566,284 0.37% 96,263 0.07% 470,021 488.27%
Other non-current assets 3,299,789 2.14% 2,987,211 2.14% 312,578 10.46%
Total noncurrent assets 86,451,018 55.97% 82,168,354 58.89% 4,282,665 5.21%
Total Assets 154,449,894  100.00% 139,537,541 100.00% 14,912,354 10.69%
LIABILITIES
Current Liabilities
Accounts payable and accrued expenses 15,127,981 9.79% 13,016,166 9.33% 2,111,814 16.22%
Income tax payable 1,164,727 0.75% 930,909 0.67% 233,818 25.12%
Short-term loans payable 871,124 0.56% 4,866,300 3.49% (3,995,176) -82.10%
Current portion of long-term borrowing 43,685 0.03% 49,999 0.04% (6,314) -12.63%
Lease liabilities due within one year 567,682 0.37% 725,846 0.52% (158,164) -21.79%
Due to related parties 1,343,460 0.87% 1,365,863 0.98% (22,403) -1.64%
Other current liabilities 596,992 0.39% 434,901 0.31% 162,091 37.27%
19,715,651 12.77% 21,389,984 15.33% (1,674,333) -7.83%

Liabilities of disposal group classified as held for sale - - 1,834,651 1.31% (1,834,651) -100.00%
Total current liabilities 19,715,651 12.77% 23,224,635 16.64% (3,508,984) -15.11%
Noncurrent Liabilities
Retirement benefit liability 955,818 0.62% 508,533 0.36% 447,285 87.96%
Lease liabilities 26,101,259 16.90% 23,496,626 16.84% 2,604,632 11.09%
Deferred tax liabilities 128,586 0.08% 177,626 0.13% (49,040) -27.61%
Long term loans payable - net of debt issue cost 5,094,577 3.30% 6,572,209 4.71% (1,477,632) -22.48%
Other non-current liabilities 393,219 0.25% 433,342 0.31% (40,123) -9.26%
Total noncurrent liabilities 32,673,459 21.15% 31,188,337 22.35% 1,485,123 4.76%
Total Liabilities 52,389,110 33.92% 54,412,971 39.00% (2,023,861) -3.72%
EQUITY
Capital stock 7,405,264 4.79% 7,405,264 5.31% - -
Additional paid-in capital 9,634,644 6.24% 9,634,644 6.90% - -
Retirement benefits reserve 5,412 0.00% 113,822 0.08% (108,410) -95.25%
Other reserve 5,602 0.00% 3,420 0.00% 2,182 63.78%
Treasury shares (1,403,974) -0.91% (1,197,727) -0.86% (206,247) 17.22%
Retained earnings 54,167,212 35.07% 42,775,502 30.66% 11,391,710 26.63%
Total Equity Attributable to Equity Holders of Parent
Company 69,814,160 45.20% 58,734,925 42.09% 11,079,235 18.86%
Non-controlling interest 32,246,624 20.88% 26,389,644 18.91% 5,856,980 22.19%
Total Equity 102,060,784 66.08% 85,124,569 61.00% 16,936,215 19.90%
Total Liabilities and Equity 154,449,894  100.00% 139,537,541 100.00% 14,912,353 10.69%
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Current Assets

Cash and cash equivalents amounted to P24.40 Billion as at December 31, 2019 with an increase
of P7.62 Billion or 45.38% from December 31, 2018 balance. The increase was due basically to the
net effect of the net operating cash flows, collection of receivables and settlement of trade and non-
trade payables principally from the Grocery Retail Segment and Parent Company, payment of 2019
cash dividends, settlement of loans and payments for capital expenditures during the year.

Receivables increased by 150.91% from December 31, 2018 balance of P6.63 Billion to this year’s
balance of P16.64 Billion due mainly to the net effect of collections made and the loans granted to
companies under common control.

Assets of disposal group classified as held for sale pertain to current and noncurrent assets of
Liquigaz Philippine Corporation (LPC) which were reclassified as at December 31, 2018 in view of the
sale of the group’s equity interest in LPC) through a Share Purchase Agreement signed on October
19, 2018 between Canaria Holdings Corporation (CHC) and Fernwood Holdings, Inc. which was
subsequently approved by the Philippine Competition Commission on January 17, 2019. The sale
transaction was closed and completed on February 13, 2019, thus paving the way for the
derecognition of these assets in the consolidated statements of financial position.

Financial assets at fair value through comprehensive income (FVOC) increased by 31.06% from
December 31, 2018 balance of P7.02 Million to this year’s balance of P9.21 Million due mainly to the
effect of changes in stock prices.

Financial assets at fair value through profit or loss (FVPL) decreased by 4.33% from December
31, 2018 balance of P36.50 Million to this year’'s balance of P34.92 Million due mainly to the effect of
changes in stock market prices.

Inventories increased by 3.30% from 2018 balance of P23.93 Billion to this year’s balance of P24.72
Billion due additional stocking requirement of existing and new operating stores, as well as the
additional stocking requirements of the Liquor Distribution segment. Bulk of the inventory account
pertains to the merchandise inventory stocks of the Grocery Retail Segment amounting to P19.53
Billion.

Prepaid expenses and other current assets decreased by P608.85 Million or 23.33% at the end of
December 2019, mainly due to amortization of prepayments made for advertising, taxes and licenses,
availment of new policies for insurance of new stores and application of input VAT by Grocery Retail,
Real Estate and Liquor Distributions segments.

Due from related parties increased by P144.09 Million at the end of December 2019, due primarily
to additional advances made.

Non-current Assets

As at December 31, 2019 and 2018, total non-current assets amounted to P86.41 Billion or 55.96%
of total assets, and P82.17 Billion or 58.89% of total assets, respectively, for an increase of P4.24
Billion or 5.17%.

Property and equipment-net pertains to the buildings and equipment owned mostly by the Grocery
Retail segment. Book values of property and equipment increased by P1.58 Billion from P26.34 Billion
in December 2018 to P27.93 Billion in December 2019 due principally to capital expenditures
pertaining to new stores established by the Grocery Retail Segment.
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Right-of-use assets (ROU) represents the values recognized from long-term lease contracts covering
land and buildings utilized by Grocery Retail, Real Estate, Liquor Distributions and Specialty Retall
segments pursuant to the retrospective adoption of the new lease accounting standards under PFRS
16 which became effective January 1, 2019. . Book values of ROU increased by P1.62 Billion from
P20.08 Billion in December 2018 to P21.70 Billion in December 2019 due principally to additional ROU
assets recognized from new lease contracts entered into pertaining to new organic stores established
in the current period net of depreciation recognized during the same year.

Investment properties-net pertains to the land, buildings and equipment owned by the Real Estate
segment. Book values of investment properties increased by P289.38 Million from P10.84 Billion in
December 2018 to P11.12 Billion in December 2019.

Investments increased by P138 Million from P603.17 Million in December 2018 to P741.17 Million in
December 2019 representing the additional equity investments by the Liquor Distribution segment in
Pernod Philippines.

Intangibles and goodwill-net decreased by P5.78 Million from P21.09 Billion in December 2018 to
P21.09 Billion in December 2019 primarily due to the periodic amortizations of computer software cost
recognized during the year.

Deferred tax assets increased by P432.59 Million or 448.35% from P96.26 Million in December 2018
to P527.86 Million in December 2019 resulting mainly from the additional recognition of deferred tax
assets by the Grocery Retail segment from ROU assets recognized.

Other non-current assets increased by P312.58 Million from P2.99 Billion in December 2018 to
P3.30 Billion in December 2019. About 73% of these assets are attributable to the Grocery Retail
Segment and the increase was primarily due to additional security deposits, advance payment to
contractors and advance rentals in relation to new leases acquired for new stores development
pipeline as well as the accrued rental income pertaining to future periods in accordance with the
lease accounting standards under PAS 17.

Current Liabilities

As at December 31, 2019 and 2018, total current liabilities amounted to P19.71 Billion and P23.22
Billion respectively, for a decrease of P3.51 Billion or 15.11%.

About 75% of accounts payable and accrued expenses pertains to the trade payable to suppliers
by the Grocery Retail Segment and the balance mostly to the contractors and suppliers of the Real
Estate, Liquor Distribution and Specialty Retail segments. The increase by P2.11 Billion or 16.22%
was primarily due to increase of trade and non-trade liabilities and declaration of dividends by the
Grocery Retail segment and Parent Company in 2019.

Significant portion of the income tax payable pertains to that of the Grocery Retail segment. The
increase by P233.82 Million from P930.31 Million as at December 2018 to P1.16 Billion as at
December 31, 2019 is mainly due to additional income taxes incurred relative to the increase in net
taxable income during the year 2019 in relation to the same period in 2018.

Liabilities of disposal group classified as held for sale pertain to current and noncurrent liabilities
under LPC which were reclassified as at December 31, 2018 in view of the sale of the group’s equity
interest in LPC through a Share Purchase Agreement signed on October 19, 2018 between Canaria
Holdings Corporation (CHC) and Fernwood Holdings, Inc. which was subsequently approved by the
Philippine Competition Commission on January 17, 2019. The sale transaction was closed and
completed on February 13, 2019, thus paving the way for their derecognition from the consolidated
statements of financial position.
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Short-term loans payable account decreased by P3.99 Billion mainly due to settlements made by
the Grocery Retail, Real Estate and Liquor Distribution segments.

Current portion of long-term borrowing decreased by P6.1 Million mainly due to amortization of
debt issue cost.

Lease liabilities due within one year account increased by P82.35 Million from P643.49 Million in
December 2018 to P725.85 Million in December 2019 due principally to the net effect of additional
leases, interest expense amortization recognized and lease payments made during the current period
pertaining current portions.

Due to related parties decreased by P22.40 Million mainly due to the settlements made.

Other current liabilities decreased by 37.27% from P434.90 Million as at December 31, 2018 to
P597.0 Million as at December 31, 2019 relatively due to deposits from tenants and sale of gift
certificates during the year by the Grocery Retail segment.

Noncurrent Liabilities

As at December 31, 2019 and December 31, 2018, total non-current liabilities amounted to P32.67
Billion and P31.19 Billion, respectively, for an increase of P1.48 Billion or 4.76%.

Long-term loans payable-net of current portion decreased by P1.48 Billion mainly due to the
settlements by the Grocery Retail segment of its long term bank loans.

Lease liabilities represents the values recognized from long-term lease contracts covering land and
buildings utilized by Grocery Retail, Liquor Distributions, Real Estate and Specialty Retail segments
pursuant to the retrospective adoption of the new lease accounting standards under PFRS 16 which
became effective January 1, 2019. . The account increased by P2.60 Billion from P23.50 Billion in
December 2018 to P26.10 Billion in December 2019 due principally to the net effect of additional
leases, interest expense amortization recognized and lease payments made during the current year.

Retirement benefit liability increased by P447.28 Million mainly due to the net effect of recognition
of additional benefit cost during 2019 and the effect of additional remeasurements arising from the
effect of changes in financial assumptions and experience adjustments.

Other non-current liabilities decreased by P40.12 Million or 9.26% from P433.34 Million in
December 2018 to P393.22 Million as at December 31, 2019 due to application of customer deposits
and advance rentals by the Real Estate segment.

Equity

As at December 31, 2019 and December 31, 2018, total equity amounted to P102.02 Billion and
P85.12 Billion, respectively, for an increase of P16.90 Billion or 19.85%.

Retirement benefits reserve pertain to adjustments made in compliance with the accounting
standard covering employee benefits. As at December 2019, the account decreased by P108.41
Million due to unrealized loss on re-measurement of defined benefit liability as a result of changes in
financial assumptions and experience adjustments.

Treasury shares increased by P206.25 million from P1.20 Billion in December 2018 to P1.40 Billion
as at December 31, 2019 due to additional buyback by the Parent Company during the year in relation
to its existing buyback program.

17A 2019
February 2001
10



Retained earnings increased by P11.39 Billion or 26.63% from P42.77 Billion in December 2018 to
P54.17 Billion as at December 31, 2019 due to profit realized by the Group, net of cash dividend
declaration and the effect of adoption of PFRS 16, Leases.

Non-controlling interest increased by P5.85 Billion or 22.19% from P26.39 Billion in December 2018
to P32.25 Billion as at December 31, 2019 mainly due to share in the consolidated profit and the effect
of top-up placement by the Grocery Retail segment.

Sources and Uses of Cash

A brief summary of cash flow movements is shown below:

For the years ended December 31

(In thousands) 2019 2018
Net cash flows from operating activities P17,139,067 P12,184,405
Net cash flows used in investing activities (4,544,140) (5,259,386)
Net cash flows used in financing activities (5,006,579) (5,517,456)
Net increase in cash and cash equivalents P7,617,153 P1,431,763

Net cash generated from operating activities during the current year is basically attributable to the
cash generated from operations and effect of the net settlement of trade payable accounts by the
Grocery Retail and Liquor Distribution Segment during the year, purchase of inventories for new stores
stocking requirements and other related current operating items to support the segment’s expansion.

On the other hand, net cash from and used in investing activities mainly pertains to the funds used for
additional capital expenditures by the Grocery Retail segment’'s new stores expansion and additional
assets acquisition and capital expenditures by the Real Estate segment and Specialty Retail segment
and the proceeds from divestment of Liquigaz.

Net cash used in financing activities principally resulted from the net settlements of bank loans by the
Grocery Retail, Liquor Distribution, Real Estate and Parent Company during the year, repayment of
principal and interest by the group relating to lease liability, payment of 2019 cash dividends declared
and shares buyback program by the Grocery Retail segment and Parent Company.

Management believes that the current levels of internally generated funds from its operating activities
and its present cash position enables the Group to meet its immediate future liquidity requirements
under its current work program commitments as well as other strategic investment opportunities. With
its strong current financial position, this can be augmented through availments from existing untapped
banking and credit facilities as and when required.

17A 2019
February 2001
11



Comparative Years 2018 and 2017

The table below shows the consolidated results of operations of the Group for the years ended
December 31, 2018 and 2017.

INCREASE
(In Thousands) 2018 % 2017 % (DECREASE) %
REVENUES 168,210,357 100.00% 145,638,800 100.00% 22,571,556 15.50%
COST OF SALES/SERVICES 139,809,619 83.12% 120,260,991 82.57% 19,548,628 16.26%
GROSS PROFIT 28,400,738 16.88% 25,377,809 17.43% 3,022,929 11.91%
OTHER OPERATING INCOME 2,994,765 1.78% 2,760,841 1.90% 233,924 8.47%
GROSS OPERATING INCOME 31,395,503 18.66% 28,138,650 19.32% 3,256,853 11.57%
OPERATING EXPENSES 18,326,809 10.90% 15,854,229 10.89% 2,472,580 15.60%
INCOME FROM OPERATIONS 13,068,694 7.77% 12,284,421 8.43% 784,273 6.38%
OTHER INCOME (CHARGES)
- net (1,301,028) -0.77% (1,638,282) -1.12% 337,254 20.59%
INCOME BEFORE INCOME
TAX 11,767,667 7.00% 10,646,139 7.31% 1,121,527 10.53%
INCOME TAX EXPENSE 3,285,862 1.95% 3,175,439 2.18% 110,423 3.48%
NET INCOME FOR THE YEAR 8,481,805 5.04% 7,470,701 5.13% 1,011,104 13.53%
Net Income Attributable to:
Equity holders of the Parent
Company 5,381,485 3.20% 4,731,617 3.25% 649,869 13.73%
Non-controlling interests 3,100,319 1.84% 2,739,084 1.88% 361,235 13.19%
8,481,805 5.04% 7,470,701 5.13% 1,011,104 13.53%
EPS 0.75975 0.66364 14.48%

Growth in Revenues

Cosco Capital, Inc. and subsidiaries (the “Group”) posted a consolidated revenue of P168.21 Billion
for the year ended December 31, 2018 which reflects an increase by P22.57 Billion or representing a
growth of 15.50% compared to last year’s revenue of P145.64 Billion.

The growth in consolidated revenues in 2018 was largely driven by a combination of the Group’s
sustained organic growth from its grocery retail segment; sustained revenue growth from the LPG
business unit driven by the gradual recovery of global petroleum and gas prices and on the back
of a very strong growth in sales volume; increase revenue contributions from the real estate
segment with its consistent high capacity utilization of its rental assets portfolio coupled by
additional leasable spaces from new commercial assets; and the robust sales performance and
growth in revenue contributions from the liquor and wine distribution business segment.

Growth in Net Income

During the same period, the Group realized a consolidated net income of P8.48 Billion which is higher
by P1.01 Billion representing a 13.53% increase as compared to last year’s consolidated net income
of P7.47 Billion which were restated to reflect the retrospective effect of the adoption of new lease
accounting standard on Grocery Retail, Real Estate, Liquor Distribution and Specialty Retail segments’
net income.. Net income attributable to equity holders of the parent company (PATMI) amounted to
P5.38 Billion in 2018 which increased by about P649.87 Million or 13.73% as compared to the 2017
PATMI amounting to P4.73 Billion.
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Segment Revenue & Net Income Contributions

Grocery Retail Segment

During the year 2018, the Group’s grocery retail business segment registered a consolidated
revenue contribution amounting to P141.14 Billion or an increase of P16.43 Billion or about
13.18% growth as compared to the segment’s revenue contribution of P124.70 Billion of last year
brought about by its continued aggressive stores expansion program and management’s
combined efforts to boost revenue.

Consolidated net income contribution in 2018 amounted to P6.2 Billion which increased by
P705.38 Million or 12.84% as compared to the net income contribution of P5.49 Billion in 2017,
which were restated to reflect the retrospective effect of the adoption of new lease accounting
standard. This includes the one-time gain amounting to around P363 Million realized from the sale
of shares in PG Lawson. Excluding this non-recurring item, core consolidated net income
amounted to P5.84 Billion which still registered a growth of 3.2% year on year from the previous
year.

Real Estate Segment

The commercial real estate business segment contributed P1.38 Billion to the Group’s
consolidated revenue in 2018 representing a growth of about P88.69 Million or 6.87% of the
segment’s revenue contribution in 2017 amounting to P1.29 Billion. This was mainly attributable
to the additional leasable space from four (4) new mall assets added to its portfolio, where three
assets were opened during the first quarter of 2018 and one in December 2017, higher occupancy
rates and higher income from its oil storage tanks business unit operating within the Subic Bay
Freeport.

Consolidated net income contribution in 2018 amounted to about P1.08 Billion which increased
by about P138.37 Million or 14.60% as compared to the net income contribution of P947.59 Million
in 2017, which were restated to reflect the retrospective effect of the adoption of new lease accounting
standard.

Liguor Distribution Segment

The liquor distribution business segment contributed about P6.51 Billion to the Group’s
consolidated revenue in 2018 representing an increase by about P1.82 Billion or 38.77% higher
as compared to the 2017 revenue contribution of P4.69 Billion mainly attributable to its strong
sales performance of its brandy category particularly the Alfonso brand and on the back of its
aggressive sales and marketing campaign during the year.

Consolidated net income contribution in 2018 amounted to about P743.18 Million which increased
by P44.63 Million or 6.39% as compared to the net income contribution in 2017 amounting to
P698.58 Million, which was restated to reflect the retrospective effect of the adoption of new lease
accounting standard.
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Specialty Retalil

The LPG business unit contributed about P17.09 Billion to the Group’s consolidated revenue in
2018 representing an increase by about P3.96 Billion or 30.18% higher as compared to the 2017
revenue contribution of P13.13 Billion mainly attributable to the effects of the continued
improvements and recovery of global petroleum and gas prices in 2018 and on the back of a 9.8%
growth in volume sold.

As a result, net income contribution in 2018 amounted to P626.23 Million which increased by
P157.03 Million or 33.47% as compared to that of 2017 amounting to P469.20 Million.

On the other hand, our office supplies and technology retail business unit contributed about P2.09
Billion to the Group’s consolidated revenue in 2018 representing an increase by about P265.44
Million or 14.58% higher as compared to the 2017 revenue contribution of P1.82 Billion mainly
attributable to its strong same store sales growth (SSSG) of 9.09% and its continuing stores
network expansion program, enhanced product offerings and aggressive sales and marketing
campaign. Net income contribution in 2018 amounted to about P65.53 Million which increased by
P5.53 Million or 11.07% as compared to the net income contribution in 2017 amounting to P58.99
Million, which were restated to reflect the retrospective effect of the adoption of new lease accounting
standard.

Segment Operating & Financial Highlights

Net Sales

For the year ended December 31, 2018, the Grocery Retail segment posted a consolidated net sales
of P141,139 million for an increase of P16,436 million or a growth of 13.2% compared to P124,703
million in 2017. New organic stores put up in 2017 were fully operating in 2018 increasing consolidated
net sales in addition to robust like for like stores sales growth and revenue contributions from new
organic stores established during the year.

Like for like consolidated sales performance indicators of the group for the year ended December 31
are as follow:

PGOLD S&R
Net Sales 5.7% 8.4%
Net Ticket 8.0% 8.1%
Traffic -2.1% 0.2%

Gross Profit

For the year ended December 31, 2018, the Grocery Retail segment realized an increase of 10.3% in
consolidated gross profit from P21,688 million in 2017 at 17.4% margin to P23,929 million at 17.0%
margin in 2018, driven by strong sales growth from new and old stores and sustained continuing
suppliers' support through additional trade discounts in the form of rebates and conditional discounts
granted during the period.
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Other Operating Income

Other operating income increased by P249 million or 9.2% from P2,692 million in 2017 to P2,941
million in 2018. This is attributable to increases in concess income and membership income driven
mainly by full operation of 2017 new stores and contribution from new stores opened in 2018. In 2017,
S&R tied up with Unioil and offered a P3.00 discount on gasoline and P2.00 off on diesel per liter, to
all members using their issued membership cards with magnetic stripes. In March 14 to 18 and
September 26 to 30, 2018, S&R held its 5-day sale Members’ Treat.

Operating Expenses

Operating expenses increased by P2,028 million or 13.9% from P14,611 million in the year ended
December 31, 2017 to P16,639 million in 2018. The incremental operating expenses were mainly
attributable to manpower costs, utilities, depreciation expense and taxes, principally related to the
establishment and operation of new organic stores.

Other Expense - net

Other expenses net of other income amounted to P1,528 million for year ended December 31, 2018
due to recognition of a one-time gain on sale of investment in joint venture amounting to P363 million.
Interest income increased in the year ended December 2018 due to higher placement in short-term
investment as compared in 2017.

Net Income

For the year ended December 31, 2018, the Grocery Retail segment earned a consolidated netincome
of P6,200 million at 4.4% net margin and an increase of 12.8% from P5,494 million at 4.4% net margin
in 2017. Excluding the one-time gain on sale of investment in joint venture and share in equity
investments, core consolidated net income for the year ended December 31, 2018 amounted to
P5,820 million at 4.1% net margin and an increase of 3.2%. This was principally driven by the
continuous organic expansion of the Grocery Retail segment’s grocery retail outlets on the back of a
sustained strong consumer demand. This has been augmented by combined management strategies
and programs to boost revenue contributions from both the base stores as well as new stores
established in 2018.

Commercial Real Estate

The Group’s Real Estate Segment posted P2.03 Billion in revenues for the year ended December 31,
2018 or a 8.38% increase from P1.87 Billion from 2017. This was mainly attributable to the additional
leasable space from its four new mall assets, where three assets opened during the first quarter
of 2018 and one in December 2017, higher occupancy rates and higher income from its oil storage
tanks business unit operating within the Subic Bay Freeport.

Income from operations before depreciation increased by P82.53 Million or 9.7% from P1.45 Billion in
2017 to P1.53 Billion for the year ended December 31, 2018.

Net income for the year ended December 31, 2018 amounted to P1.08 Billion or a 6.2% increase from
last year’'s P922.09 Million brought about by additional rental revenue.

Liguor Distribution

Revenues generated by the Liquor Distribution Segment increased to P8.75 Billion in 2018 or
31.28% growth from last year’s P6.66 Billion on the back of a robust sales performance in volume
(no. of cases) sold which grew by about 32%. The growth in revenue is still principally driven by
its brandy portfolio which accounts for about 67% of sales augmented by the increase in sales of
the other spirits sector. Wines and specialty beverages also experienced dramatic growths in the
current period and contributed to the segment’s overall sales growth.
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Income from operations increased to P1.0 Billion in 2018 or 12.43% higher from last year’s
P896.28 Million.

Net income for the 2018 period increased by P107.13 Million from P631.23.46 Million in 2017 to
P738.37 Million in 2017 or 16.97% growth.

Specialty Retail

Office Warehouse

As at December 31, 2018, the company had expanded its retail network to 88 stores from 46
stores at acquisition date. Net selling area also increased to 16,738 sqg.m. or a growth by 4.97%
in 2018 as compared to 2017.

Sales revenue increased to P2.09 Billion in 2018 or 14.49% higher as compared to the 2017
revenue of P1.82 Billion mainly attributable to its continuing organic stores network expansion
program, enhanced product offerings as well as aggressive sales and marketing campaign which
also drove a strong SSSG of 9.09% in 2018.

Net income in 2018 amounted to about P65.58 Million which increased by P10.01 Million or 18.0%
as compared to the net income in 2017 amounting to P55.57 Million.

Liquigaz

The company started the commercial operation of its storage facility expansion project in Sariaya,
Quezon (Southern Luzon) during the first quarter in 2018. When completed and fully operational,
this new facility, which will increase the company’s existing capacity to 25,000 MT, will not only
strategically serve the Southern Luzon market but also serve as a platform for its planned
geographic expansion into the Visayas and Mindanao markets.

Revenues generated in 2018 amounted to P17.09 Billion or 30.18% higher as compared to the
2017 revenues of P13.13 Billion mainly attributable to both the continued improvements in global
petroleum and gas prices and a 9.80% growth in sales volume in 2018. As a result, net income in
2018 amounted to P626.23 Million which increased by P157.03 Million or 33.47% as compared to that
of 2017 amounting to P469.20 Million.

On October 19, 2018, Liquigaz parent company, Canaria Holdings Corporation (CHC) and
Fernwood Holdings, Inc. signed a Share Purchase Agreement whereby Canaria sells all its shares
in Liquigaz Philippines Corporation and Calor Phils. Holdings, Inc. to Fernwood Holdings, Inc. The
transaction was subsequently approved by the Philippine Competition Commission on January
17, 2019 paving the way for its closing and completion on February 13, 2019. The divestment
transaction and other relevant information will be reflected in the group’s financial reports for the
first quarter of 2019.
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Consolidated Statements of Financial Position

Shown below are the comparative consolidated financial position of the Group:

INCREASE

(In Thousands) 2018 % 2017 %  (DECREASE) %
ASSETS
Current Assets
Cash and cash equivalents 16,784,861 12.00% 15,353,098 11.90% 1,431,763 9.33%
Receivables - net 6,630,927 4.74% 7,902,970 6.12% (1,272,044) -16.10%
Financial asset at FVOC 7,026 0.01% 8,618 0.01% (1,592) -18.47%
Financial asset at FVPL 36,503 0.03% 46,888 0.04% (10,385) -22.15%
Inventories 23,931,657 17.12% 21,194,691 16.43% 2,736,966 12.91%
Due from related parties 47,971 0.03% 74,354 0.06% (26,382) -35.48%
Prepayments and other current assets 2,609,349 1.87% 2,159,188 1.67% 450,162 20.85%

50,048,293 35.80% 46,739,806 36.22% 3,308,488 7.08%
Assets-held-for sale 7,320,895 5.24% - 0.00% 7,320,895 100.00%
Total current assets 57,369,188 41.03% 46,739,806 36.22% 10,629,382 22.74%
Noncurrent Assets
Property and equipment - net 26,343,793 18.84% 26,622,703 20.63% (278,910) -1.05%
Right-of-use assets 20,082,426 14.36% 18,164,367 14.08% 1,918,059 10.56%
Investment properties - net 10,836,618 7.75% 10,753,607 8.33% 83,011 0.77%
Intangible assets 21,095,502 15.09% 22,776,064 17.65% (1,680,562) -7.38%
Investments 603,175 0.43% 933,797 0.72% (330,622) -35.41%
Deferred oil and mineral exploration costs 123,365 0.09% 122,948 0.10% 417 0.34%
Deferred tax assets-net 377,910 0.27% 278,008 0.22% 99,902 35.94%
Other non-current assets 2,987,211 2.14% 2,638,683 2.05% 348,528 13.21%
Total noncurrent assets 82,450,001 58.97% 82,290,178 63.78% 159,823 0.19%
Total Assets 139,819,189 100.00% 129,029,984 100.00% 10,789,206 8.36%
LIABILITIES
Current Liabilities
Accounts payable and accrued expenses 13,016,166 9.31% 13,788,692 10.69% (772,526) -5.60%
Income tax payable 930,909 0.67% 1,032,749 0.80% (101,840) -9.86%
Short-term loans payable 4,866,300 3.48% 5,562,500 4.31% (696,200) -12.52%
Current portion of long-term borrowing 49,999 0.04% 2,443,402 1.89% (2,393,404) -97.95%
Lease liabilities due within one year 725,846 0.52% 643,493 0.50% 82,353 12.80%
Due to relate parties 1,365,863 0.98% 849,772 0.66% 516,091 60.73%
Other current liabilities 434,901 0.31% 509,498 0.39% (74,597) -14.64%

21,389,984 15.30% 24,830,106 19.24% 3,440,122) -13.85%
Liabilities-held-for sale 1,834,651 1.31% 0.00% 1,834,651 100.00%
Total current liabilities 23,224,634 16.61% 24,830,106 19.24% (1,605,472) -6.47%
Noncurrent Liabilities
Retirement benefit liability 508,533 0.36% 592,387 0.46% (83,854) -14.16%
Lease liabilities 23,496,626 16.81% 20,906,226 16.20% 2,590,400 12.39%
Deferred tax liabilities 548,200 0.39% 515,657 0.40% 32,543 6.31%
Long term loans payable - net of debt issue cost 6,572,209 4.70% 4,782,209 3.71% 1,790,000 37.43%
Other non-current liabilities 433,342 0.31% 421,929 0.33% 11,412 2.70%
Total noncurrent liabilities 31,558,911 22.57% 27,218,409 21.09% 4,340,502 15.95%
Total Liabilities 54,783,545 39.18% 52,048,515 40.34% 2,735,030 5.25%
EQUITY
Capital stock 7,405,264 5.30% 7,405,264 5.74% 0.00%
Additional paid-in capital 9,634,644 6.89% 9,634,644 7.47% 0.00%
Retirement benefits reserve 114,048 0.08% 28,591 0.02% 85,457 298.90%
Other reserve 3,420 0.00% 5,013 0.00% (1,592) -31.76%
Treasury shares (1,197,727) -0.86% (628,203) -0.49% (569,524) 90.66%
Retained earnings 42,216,430 30.19% 36,853,901 28.56% 5,362,529 14.55%
Total Equity Attributable to Equity Holders of Parent
Company 58,176,080 41.61% 53,299,210 41.31% 4,876,871 9.15%
Non-controlling interest 26,859,564 19.21% 23,682,259 18.35% 3,177,305 13.42%
Total Equity 85,035,645 60.82% 76,981,469 59.66% 8,054,176 10.46%
Total Liabilities and Equity 139,819,189 100.00% 129,029,984 100.00% 10,789,206 8.36%
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Current Assets

Cash and cash equivalents amounted to P16.78 Billion as at December 31, 2018 with an increase
of P1.43 Billion or 9.33% from December 31, 2017 balance. The increase was due basically to the
net effect of the net operating cash flows, collection of receivables and settlement of trade and non-
trade payables principally from the Grocery Retail Segment and Parent Company, payment of 2017
cash dividends, settlement of loans and payments for capital expenditures during the period.

Receivables decreased by 16.10% from December 31, 2017 balance of P7.90 Billion to this year’s
balance of P6.63 Billion due mainly to the collections made and reclassification to assets held-for-sale.

Assets held-for-sale pertain to current and noncurrent assets of Liquigaz Philippine Corporation
(LPC) which were reclassified in view of the sale of the group’s equity interestin LPC) through a Share
Purchase Agreement signed on October 19, 2018 between Canaria Holdings Corporation (CHC) and
Fernwood Holdings, Inc. which was subsequently approved by the Philippine Competition
Commission on January 17, 2019.

Financial assets at fair value through comprehensive income (FVOC) decreased by 11.31% from
December 31, 2017 balance of P8.62 Million to this year’s balance of P7.64 Million due mainly to the
effect of changes in stock prices.

Financial assets at fair value through profit or loss (FVPL) decreased by 22.15% from December
31, 2017 balance of P46.89 Million to this year’s balance of P36.50 Million due mainly to the effect of
changes in stock market prices.

Inventories increased by 12.91% from 2017 balance of P21.19 Billion to this year’s balance of P23.93
Billion due additional stocking requirement of existing and new operating stores, as well as the
additional stocking requirements of the Liquor Distribution segment. Bulk of the inventory account
pertains to the merchandise inventory stocks of the Grocery Retail Segment amounting to P19.73
Billion.

Prepaid expenses and other current assets increased by P450.16 Million or 20.85% at the end of
December 2018, mainly due to prepayments made for advertising, prepayments for taxes and
licenses, availment of new policies for insurance of new stores and advance payment of rent for soon
to open stores by Grocery Retail and Liquor Distribution segments.

Due from related parties decreased by P26.38 Million at the end of December 2018, due primarily
to settlements made.

Non-current Assets

As at December 31, 2018 and 2017, total non-current assets amounted to P82.45 Billion or 58.97%
of total assets, and P82.29 Billion or 63.78% of total assets, respectively, for a increase of P159.82
Million or 0.19%.

Property and equipment-net pertains to the buildings and equipment mostly owned by the Grocery
Retail segment. Book values of property and equipment decreased by P278.71 Million from P26.62
Billion in December 2017 to P26.34 Billion in December 2018 due principally to capital expenditures
pertaining to new stores established by the Grocery Retail Segment and the effect of reclassifying the
fixed assets owned by LPC to assets held-for-sale.
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Right-of-use assets (ROU) represents the values recognized from long-term lease contracts covering
land and buildings utilized by Grocery Retail, Real Estate, Liquor Distributions and Specialty Retall
segments pursuant to the retrospective adoption of the new lease accounting standards under PFRS
16 which became effective January 1, 2019. . Book values of ROU increased by P1.92 Billion from
P18.6 Billion in December 2017 to P20.08 Billion in December 2018 due principally to additional ROU
assets recognized from new lease contracts entered into pertaining to new organic stores established
in the current period net of depreciation recognized during the same year.

Investment properties-net pertains to the land, buildings and equipment owned by the Real Estate
segment. Book values of investment properties increased by P83.01 Million from P10.75 Billion in
December 2017 to P10.84 Billion in December 2018.

Investments decreased by P322.74 Million from P933.80 Million in December 2017 to P611.05 Million
in December 2018 primarily due to the sale of investment in PG Lawson joint venture net of additional
investments in Ayagold Retailers by the Grocery Retail segment and reclassification to assets held-
for-sale by LPC.

Intangibles and goodwill-net decreased by P1.63 Billion from P22.77 Billion in December 2017 to
P21.14 Billion in December 2018 primarily due to the reclassification of goodwill pertaining to LPC to
assets held-for-sale.

Deferred tax assets increased by P99.90 Million or 35.94% from P278.01 Million in December 2017
to P377.91 Million in December 2018 resulting mainly from the recognition of deferred tax assets from
the adoption of new lease accounting for leases.

Other non-current assets increased by P348.53 Million from P2.64 Billion in December 2017 to
P2.99 Billion in December 2018. About 78% of these assets are attributable to the Grocery Retail
Segment and the increase was primarily due to additional security deposits, advance payment to
contractors and advance rentals in relation to new leases acquired for new stores development
pipeline as well as the accrued rental income pertaining to future periods in accordance with the
lease accounting standards under PAS 17.

Current Liabilities

As at December 31, 2018 and 2017, total current liabilities amounted to P23.22 Billion and P24.83
Billion respectively, for a decrease of P1.60 Billion or 6.47%.

About 86% of accounts payable and accrued expenses pertains to the trade payable to suppliers
by the Grocery Retail Segment and the balance mostly to the contractors and suppliers of the Real
Estate, Liquor Distribution and Specialty Retail segments. The decrease by P772.53 Million or 5.60%
was primarily due to net settlement of trade and non-trade liabilities and payment of dividends by the
Grocery Retail, Real Estate, Specialty and Parent Company in 2017.

Lease liabilities due within one year account increased by P82.35 Million from P643.49 Million in
December 2017 to P725.85 Million in December 2018 due principally to the net effect of additional
leases, interest expense amortization recognized and lease payments made during the current period
pertaining current portions.

Significant portion of the income tax payable pertains to that of the Grocery Retail segment. The
decrease by P101.84 Million from P1.03 Billion as at December 2017 to P930.91 Million as at
December 31, 2018 is mainly due to settlement of income tax pertaining to 2017 and the
reclassification by LPC to liabilities directly related to assets held-for-sale.
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Liabilities directly related to assets held-for-sale pertain to current and noncurrent liabilities under
LPC which were reclassified in view of the sale of the group’s equity interest in LPC through aShare
Purchase Agreement signed on October 19, 2018 between Canaria Holdings Corporation (CHC) and
Fernwood Holdings, Inc. which was subsequently approved by the Philippine Competition Commission
on January 17, 2019.

Short-term loans payable account decreased by P696.20 Million mainly due to settlements made by
the Grocery Retail, Real Estate, Specialty Retail and Liquor Distribution segments.

Current portion of long-term borrowing decreased by P2.39 Billion mainly due to settlements made
by the Grocery Retail segment and Parent Company and the effect of reclassification to long term
loans resulting from refinancing.

Due to related parties increased by P516.09 Million mainly due to the additional advances.

Other current liabilities decreased by 14.64% from P509.50 Million as at December 31, 2017 to
P434.90 Million as at December 31, 2018 relatively due to redemption of gift checks and perks points
benefits by the Grocery Retail segment.

Noncurrent Liabilities

As at December 31, 2018 and December 31, 2017, total non-current liabilities amounted to P31.56
Billion and P27.22 Billion, respectively, for an increase of P4.34 Billion or 15.95%.

Long-term loans payable-net of current portion increased by P1.79 Billion mainly due to the
Grocery Retail segment’s refinancing of maturing long term loans.

Lease liabilitiesrepresents the values recognized from long-term lease contracts covering land and
buildings utilized by Grocery Retail and Specialty Retail segments pursuant to the retrospective
adoption of the new lease accounting standards under PFRS 16 which became effective January 1,
2019.. The account increased by P2.59 Billion from P20.91 Billion in December 2018 to P23.50 Billion
in December 2019 due principally to the net effect of additional leases, interest expense amortization
recognized and lease payments made during the current year.

Retirement benefit liability decreased by P83.85 Million mainly due to the net effect of recognition
of additional benefit cost during 2018 and the reclassification to liabilities directly related to assets
held-for-sale.

Other non-current liabilities increased by P11.41 million or 2.7% from P421.93 Million in December
2017 to P433.34 Million as at December 31, 2018 due to recognition of advance rental and deposits.

Equity

As at December 31, 2018 and December 31, 2017, total equity amounted to P85.03 Billion and P76.98
Billion, respectively, for an increase of P8.05 Billion or 10.46%.

Retirement benefits reseve pertain to adjustments made in compliance with the accounting standard
covering employee benefits. As at December 2018, the account increased by P85.46 million due to
unrealized gain on re-measurement of defined benefit liability.

Treasury shares increased by P569.52 million from P628.20 Million in December 2017 to P1.20
Billion as at December 31, 2018 due to additional buyback by the Parent Company during the year in
relation to the buyback program.

Retained earnings increased by P5.36 Billion or 14.55% from P36.85 Billion in December 2017 to
P42.22 Billion as at December 31, 2018 due to profit realized by the Group.
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Non-controlling interest increased by P3.18 Billion or 13.42% from P23.68 Billion in December 2017
to P26.86 Billion as at December 31, 2018 mainly due to share in the consolidated profit.

Sources and Uses of Cash

A brief summary of cash flow movements is shown below:

For the years ended December 31

(In thousands) 2018 2017
Net cash flows from (used in) operating activities P10,926,204 P8,774,641
Net cash flows used in investing activities (5,853,974) (4,503,325)
Net cash flows used in financing activities (3,640,464) (1,505,747)
Net increase in cash and cash equivalents P1,431,763 P2,718,634

Net cash generated from operating activities during the current year is basically attributable to the
cash generated from operations and effect of the net settlement of trade payable accounts by the
Grocery Retail and Liquor Distribution Segment during the year, purchase of inventories for new stores
stocking requirements and other related current operating items to support the segment’s expansion.

On the other hand, net cash used in investing activities mainly pertains to the funds used for additional
capital expenditures by the Grocery Retail segment’s new stores expansion and additional assets
acquisition and capital expenditures and short term investments by the Real Estate segment and
Specialty Retail segment.

Net cash used in financing activities principally resulted from the net settlements of bank loans by the
Grocery Retail, Specialty Retail segments and Parent Company during the year, repayment by the
group of principal and interest relating to lease liability, payment of 2018 cash dividends declared and
shares buyback program by the Grocery Retail segment and Parent Company.

Management believes that the current levels of internally generated funds from its operating activities
and its present cash position enables the Group to meet its immediate future liquidity requirements
under its current work program commitments as well as other strategic investment opportunities. With
its strong current financial position, this can be augmented through availments from existing untapped
banking and credit facilities as and when required.
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Comparative Years 2017 and 2016

The table below shows the consolidated results of operations of the Group for the years ended
December 31, 2017 and 2016.

INCREASE
(In Thousands) 2017 % 2,016 % (DECREASE) %
REVENUES 145,638,800 100.00% 128,861,520 100.00% 16,777,280 13.02%
COST OF SALES/SERVICES 120,260,991 82.57% 106,108,685 82.34% 14,152,307 13.34%
GROSS PROFIT 25,377,809 17.43% 22,752,836 17.66% 2,624,974 11.54%
OTHER OPERATING INCOME 2,760,841 1.90% 2,524,484 1.96% 236,357 9.36%
GROSS OPERATING INCOME 28,138,650 19.32% 25,277,320 19.62% 2,861,330 11.32%
OPERATING EXPENSES 15,854,229 10.89% 14,007,353 10.87% 1,846,876 13.19%
INCOME FROM OPERATIONS 12,284,421 8.43% 11,269,967 8.75% 1,014,455 9.00%
OTHER INCOME (CHARGES) - net (1,638,282) -1.12% (991,189) -0.77% (647,092) 65.28
INCOME BEFORE INCOME TAX 10,646,139 7.31% 10,278,777 7.98% 367,362 3.57%
INCOME TAX EXPENSE 3,175,439 2.18% 3,101,734 2.41% 73,705 2.38%
NET INCOME FOR THE YEAR 7,470,701 5.13% 7,177,043 5.57% 293,658 4.09%
Net Income Attributable to:
Equity holders of the Parent
Company 4,731,617 3.25% 4,605,339 3.57% 126,278 2.74%
Non-controlling interests 2,739,084 1.88% 2,571,704 2.00% 167,380 6.51%
7,470,701 5.13% 7,177,043 5.57% 293,658 4.09%

Growth in Revenues

Cosco Capital, Inc. and subsidiaries (the “Group”) posted a consolidated revenue of P145.64 Billion
for the year ended December 31, 2017 which reflects an increase by P16.78 Billion or representing a
growth of 13.16% compared to last year’s revenue of P128.86 Billion.

The growth in consolidated revenues in 2017 was largely driven by a combination of the Group’s
sustained organic growth from its grocery retail segment; exceptional revenue growth from the LPG
business unit driven by the gradual recovery of global petroleum and gas prices and on the back of a
very strong growth in sales volume; revenue contributions from the real estate segment with its
consistent high capacity utilization of its rental assets portfolio; and sustained growth in revenue
contributions from the liquor and wine distribution business segment;

Growth in Net Income

During the same period, the Group realized a consolidated net income of P7.47 Billion which is higher
by P293.66 Million representing a 4.09% increase as compared to last year’s consolidated net income
of P7.18 Billion. Net income attributable to equity holders of the parent company (PATMI) amounted
to P4.73 Billion in 2017 which increased by about P126.28 Million or 2.74% as compared to the 2016
PATMI amounting to P4.49 Billion.
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Segment Revenue & Net Income Contributions

Grocery Retail Segment

During the year 2017, the Group’s grocery retail business segment registered a consolidated revenue
contribution amounting to P124.49 Billion or an increase of P11.90 Billion or 10.6% growth as
compared to the segment’s revenue contribution of P112.59 Billion in 2016 brought about by its
continued aggressive stores expansion program both organic and strategic acquisitions.

Consolidated net income contribution in 2017 amounted to P5.49 Billion which increased by P301.75
Million or 5.81% as compared to the net income contribution of P5.19 Billion in 2016.

Real Estate Segment

The commercial real estate business segment contributed P1.29 Billion to the Group’s consolidated
revenue in 2017 representing a decrease of about P177.41 Million or 12.08% as compared to last year
amounting to P1.47 Billion principally brought about by the complete temporary closure of one of its
recently acquired mall assets to give way for a major renovation and refurbishments and the net
downward revenue effect resulting from effective shortening of lease contract term involving an
outgoing and a new locator on its petroleum storage tanks facility in Subic Bay in accordance with the
requirements of current lease accounting standards.

Net income contribution in 2017 amounted to about P947.59 Billion which correspondingly decreased
by about P103.48 Million or 9.84% as compared to the net income contribution of P1.51 Billion in 2016.

Liguor Distribution Segment

Similarly, the liquor distribution business segment contributed about P4.69 Billion to the Group’s
consolidated revenue during the same period in 2017 representing an increase by about P350.17
Million or 8.06% higher as compared to the 2016 revenue contribution of P4.34 Billion on the back of
its growth in volume of cases sold during the year mainly attributable to its aggressive sales and
marketing campaign.

Net income contribution in 2017 amounted to about P698.55 Million which decreased by P53.03 Million
or 7.06% as compared to the net income contribution in 2016 amounting to P751.58 Million on account
of incremental marketing and promotion costs and expenses.
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Specialty Retalil

Liquigaz Philippines Corporation contributed about P13.3 Billion to the Group’s consolidated revenue
during the same period in 2017 representing an increase by about P4.20 Billion or 47.07% higher as
compared to the 2016 revenue contribution of P8.92 Billion mainly attributable to the effects of the
improvements and recovery of global petroleum and gas prices in 2017 and on the back of an
exceptional growth in volume sold. Net income contribution in 2017 amounted to P469.20 Million or a
substantial increase by P196.01 Million or 71.75% as compared to the net income contribution in 2016
amounting to P273.18 Million.

On the other hand, Office Warehouse, Inc. contributed about P1.82 Billion to the Group’s consolidated
revenue during the year 2017 representing an increase by about P289.17 Million or 18.88% higher as
compared to the 2016 revenue contribution of P1.53 Million mainly attributable to its strong same store
sales growth of 5.88% and its continuing stores network expansion program, enhanced product
offerings and aggressive sales and marketing campaign. Net income contribution in 2017 amounted
to about P55.57 Million which decreased by P4.28 Million or 7.16% as compared to the net income
contribution in 2016 amounting to P59.86 Million, mainly due to additional expense recognized as a
result of adopting the new lease accounting.

Segment Operating & Financial Highlights

Grocery Retail

Net Sales

For the year ended December 31, 2017, the Grocery Retail segment posted a consolidated net sales
of P124,491 million for an increase of P11,902 million or a growth of 10.6% compared to P112,589
million in the same period of 2016. New stores put up in 2016 were fully operating in 2017 increasing
consolidated net sales in addition to robust like for like stores sales growth and revenue contributions
from new organic stores/outlets put up as well as acquisitions made during the same period. Like for
like consolidated sales performance indicators of the group for the year ended December 31 are as
follow:

PGOLD S&R
Net Sales 4.4% 6.5%
Net Ticket 3.9% 5.3%
Traffic 0.5% 1.2%

Gross Profit

For the year ended December 31, 2017, the Grocery Retail segment realized an increase of 11.4% in
consolidated gross profit from P18,538 million in 2016 to P20,655 million in 2017 of the same period,
driven by strong sales growth from new and old stores and consistent and continuing suppliers' support
through additional trade discounts in the form of rebates and conditional discounts granted during the
period. Consolidated gross profit margin remain stable at 16.6% and 16.5% for the years ended
December 31, 2017 and 2016, respectively.

Other Operating Income

Other operating income increased by P247 million or 7.6% from P3,266 million in the year ended
December 31, 2016 to P3,513 million in 2017 of the same period. This is attributable to increase in
display allowance, rent income, membership income and other supplier supports driven mainly by new
stores offering new spaces for product displays and booths for third party retailers and other
promotions to increase customer and supplier’s supports.
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Operating Expenses

Operating expenses increased by P1,808 million or 13.2% from P13,707 million in the year ended
December 31, 2016 to P15,516 million in 2017 of the same period. The increase was mainly
attributable to the Grocery Retail segment’s operating costs and expenses in establishing new organic
stores and warehouses clubs including the operation of the QSR food service outlets such as
manpower costs, as well as rent expenses relative to new lease contracts, supplies expense and
business permits and taxes, all related to full year operation of acquired stores and operation of new
organic stores.

Other Expense - net

Other expenses net of other income amounted to P268 million and P101 million for the years ended
December 31, 2017 and 2016, respectively. The increase was due to interest expenses from additional
bank loans availed during the period and recognition of share in net loss of joint venture operations.

Net Income

For the year ended December 31, 2017, the Grocery Retail segment earned a consolidated netincome
of P5,840 million at 4.7% net margin and an increase of 5.7% from P5,526 million at 4.9% net margin
in 2016 of the same period. This was principally driven by the continuous expansion of the Grocery
Retail segment both organic as well as strategic acquisitions and investments and combined
management strategies and programs to boost revenue contributions from both the base stores as
well as new stores complemented by sustained operating efficiencies and strategic costs controls on
operating expenses at its current level.

Commercial Real Estate

The Group’s Real Estate Segment posted P1.87 Billion in revenues for the year ended December 31,
2017 but registered a slight decrease of about 6.35% from P2.00 Billion revenues in 2016. The net
decrease is mainly attributable to the temporary complete closure of one of its recently acquired mall
assets which is undergoing reconstruction and refurbishments and the net downward revenue effect
resulting from effective shortening of lease contract term involving an outgoing and a new locator on
its petroleum storage tanks facility in Subic Bay in accordance with the requirements of current lease
accounting standards.

Income from operations before depreciation decreased by P69.26 Million from P1.39 Billion of the year
ended December 31, 2016.

Net income for the period amounted to P922.09 Million or 9.66% lower compared to last year's P1.02
Billion.

In December 2017, the group opened its latest community mall asset called Arvo Mall located in
Marikina, Rizal which is its third joint development project with Ayala Land with Puregold as its anchor
tenant. Also during the year, the group continued its ongoing development and construction pipeline
of four (4) other community mall development assets located in Cavite, Muntinlupa, Subic and Las
Pinas involving an additional GLA of 5,368 square meters which could be operational within the first
half of 2018.

The group also acquired four (4) additional land assets located in Subic, Zambales; Antipolo, Rizal;
Laoag, llocos Norte, and Maria Aurora, Aurora involving a total land area of 9,834 sq.m., thereby
expanding its landbank portfolio to a total of nine (9) assets with a gross land area of 146,148.70 sg.m.
It was also awarded as a winning bidder for a property located in Bayawan, Negros Oriental with an
area of 12,052 sq. m. also for future development.
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Liquor Distribution

Revenue from the Liquor Distribution Segment increased to P6.66 Billion in 2017 or 12.86% growth
from last year’s P5.90 Billion on the back of a sustained 19% growth in volume of cases sold during
the year. Sales mix was still principally driven by its brandy portfolio which accounts for more than
60% of sales augmented by the increase in sales of the spirits sector. Wines and specialty beverages
also experienced dramatic growths in the current period and contributed to the segment’s overall sales
growth.

Income from operations decreased to P823.82 Million in 2017 or 11.36% lower from last year’s
P929.40 Million due to incremental marketing and promotion expenses incurred to promote sales given
its competitive environment.

Net income for the 2017 increased by P46.46 Million or 7.95% from P584.20 million in 2016 to P630.67
Million in 2017.

Specialty Retail

Office Warehouse

Office Warehouse operates a chain of specialty retail outlets engaged in selling school and office
supplies, technology products, home/office furniture and equipment and related products. Since its
acquisition in May 2014, the company embarked and successfully implemented a strategic organic
expansion program through the establishment of additional new organic store outlets within its target
market principally in Metro Manila coupled with a diversification of its product offerings. This expansion
program has been funded from internally generated funds from its operating profits and cash flows.

As at December 31, 2017, the company had expanded its retail network to 82 stores from 47 stores
at acquisition date. Net selling area also increased to 15,945 sq.m. or a growth by 13.78% in 2017 as
compared to 2016.

Sales revenues increased to P1.82 Billion in 2017 or 18.92% higher as compared to the 2016 revenue
contribution of P1.53 Million mainly attributable to its continuing stores network expansion program,
enhanced product offerings as well as aggressive sales and marketing campaign which also drove a
strong SSSG of 5.88% in 2017.

Net income contribution in 2017 amounted to about 55.57 Million which decreased by P4.28 Million or
7.16% as compared to the net income contribution in 2016 amounting to P59.86 Million due to
additional expense recognized as a result of adoption of new lease accounting.

Liquigaz

The company substantially completed its storage capacity facility expansion project in Sariyaya,
Quezon (Southern Luzon) which involved the rehabilitation of an existing 5,100 MT capacity
storage tanks for Phase 1 and development and the construction of a jetty and additional 12,000
MT storage tanks for Phase 2 development. When completed and fully operational, this facility
will not only strategically serve the Souther Luzon market but also serve as a platform for its
geographic expansion into the Visayas and Mindanao markets.

Revenues generated in 2017 amounted to P13.13 Billion or 47.07% higher as compared to the
2016 revenues of P8.93 Billion mainly attributable to the combined effects of the improvement in
volume sold and of continued recovery of global petroleum and gas prices in 2017. Net income
in 2017 amounted to P469.20 Million which increased by P196.01 Million or 71.75% as compared
to that of 2016 amounting to P273.18 Million.
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Consolidated Statements of Financial Position

Shown below are the comparative consolidated financial position of the Group:

INCREASE
(In Thousands) 2017 % 2016 % (DECREASE) %
ASSETS
Current Assets
Cash and cash equivalents 15,353,098 11.92% 12,634,464  10.59% 2,718,634 21.52%
Receivables - net 7,902,970 6.14% 6,791,716 5.69% 1,111,254 16.36%
Available-for-sale financial assets 8,618 0.01% 8,199 0.01% 419 5.11%
Short-term investments 0.00% 909,928 0.76% (909,928) -100.00%
Investment in trading securities 46,888 0.04% 35,109 0.03% 11,779 33.55%
Inventories 21,194,691 16.46% 19,792,366 16.59% 1,402,324 7.09%
Due from related parties 74,354 0.06% 185,136 0.16% (110,782) -59.84%
Prepayments and other current assets 2,159,188 1.68% 1,373,873 1.15% 785,315 57.16%
46,739,806 36.30% 41,730,792 34.97% 5,009,014 12.00%
Noncurrent Assets
Property and equipment - net 26,622,703 20.68% 24,090,074 20.19% 2,532,629 10.51%
Investment properties - net 10,753,607 8.35% 10,010,807 8.39% 742,800 7.42%
Right-f-use assets 18,164,367 14.11% 17,411,104 14.59% 753,263 4.33%
Intangible assets 22,776,064 17.69% 22,598,516 18.94% 177,548 0.79%
Investments 933,797 0.73% 926,669 0.78% 7,128 0.77%
Deferred oil and mineral exploration costs 122,948 0.10% 121,382 0.10% 1,566 1.29%
Deferred tax assets-net 7,577 0.01% 152,147 0.13% (144,570) -95.02%
Other non-current assets 2,638,683 2.05% 2,289,113 1.92% 349,570 15.27%
82,019,747 63.70% 77,599,814 65.03% 4,419,934 5.70%
100.00
TOTAL ASSETS 128,759,553 100.00% 119,330,605 % 9,428,948 7.90%
LIABILITIES AND EQUITY
LIABILITIES
Current Liabilities
Accounts payable and accrued expenses 13,788,692 10.71% 11,772,673 9.87% 2,016,020 17.12%
Income tax payable 1,032,749 0.80% 1,102,118 0.92% (69,369) -6.29%
Short-term loans payable 5,562,500 4.32% 5,362,500 4.49% 200,000 3.73%
Lease liabilities due within one year 643,493 0.50% 858,806 0.72% (215,313) -25.07%
Current portion of long-term borrowing 2,443,402 1.90% 164,434 0.14% 2,278,969 -
Due to relate parties 849,772 0.66% 690,335 0.58% 159,437 100.00%
Other current liabilities 509,498 0.40% 542,543 0.45% (33,045) -6.09%
24,830,106 19.28% 20,493,408 17.17% 4,336,698 21.16%
Noncurrent Liabilities
Retirement benefit cost 592,387 0.46% 513,453 0.43% 78,934 15.37%
Deferred tax liabilities 181,128 0.14% 167,749 0.14% 13,379 7.98%
Long term loans payable - net of debt issue cost 4,782,209 3.71% 7,223,505 6.05% (2,441,296) -33.80%
Lease liabilities 20,906,226 16.24% 19,501,249 16.34% 1,404,978 7.20%
Deposits for future stock subscription 0.00% 150,313 0.13% (150,313) -100.00%
Other non-current liabilities 421,929 0.33% 362,454 0.30% 59,476 16.41%
26,883,880 20.88% 27,918,722 23.40% (1,034,842) -3.71%
TOTAL LIABILITIES 51,713,986 40.16% 48,412,130 40.57% 3,301,856 6.82%
EQUITY
Capital stock 7,405,264 5.75% 7,405,264 6.21% 0.00%
Additional paid-in capital 9,634,644 7.48% 9,634,644 8.07% 0.00%
Retirement benefits reserve 28,591 0.02% 692 0.00% 27,899 -
Other reserve 5,013 0.00% 4,593 0.00% 419 9.12%
Treasury shares (628,203) -0.49% (523,865) -0.44% (104,338) 19.92%
Retained earnings 36,918,000 28.67% 33,102,392 27.74% 3,815,608 11.53%
Total Equity Attributable to Equity Holders of Parent
Company 53,363,308 41.44% 49,623,720 41.59% 3,739,588 7.54%
Non-controlling interest 23,682,259 18.39% 21,294,755 17.85% 2,387,504 11.21%
TOTAL EQUITY 77,045,567 59.84% 70,918,475 59.43% 6,127,092 8.64%
100.00
TOTAL LIABILITIES AND EQUITY 128,759,553 100.00% 119,330,605 % 9,428,948 7.90%

17A 2019
February 2001

27



Current Assets

Cash and cash equivalents amounted to P15.35 Billion as at December 31, 2017 with an increase
of P2.72 Billion or 21.52% from December 31, 2016 balance. The increase was due basically to the
net effect of cash generated from operations and the settlement of trade and non-trade payables
principally from the Grocery Retail Segment, payment of 2016 cash dividends, settlement of loans and
payments for capital expenditures during the period.

Short-term investments decreased by P909.93 Million from December 31, 2016 balance due mainly
to the transfer to cash and cash equivalents made by the Real Estate segment.

Receivables increased by 16.36% from December 31, 2016 balance of P6.79 Billion to this year’s
balance of P7.90 Billion due mainly to the increase in sales in 2017.

Available-for-sale financial assets increased by 5.11% from December 31, 2016 balance of P8.20
Million to this period’s balance of P8.62 Million due mainly to the effect of changes in stock prices.

Investment in trading securities increased by 33.55% from December 31, 2015 balance of P35.11
Million to this period’s balance of P46.89 Million due mainly to the effect of changes in stock market
prices.

Inventories increased by 7.09% from 2016 balance of P19.79 Billion to this year’s balance of P21.19
Billion due to the grocery retail segment’s expansion and additional stocking requirement of the new
organic stores established during the year as well as the additional stocking requirements of the
segment preparatory to the 4" quarter incremental sales volume. Bulk of the inventory account
pertains to the merchandise inventory stocks of the grocery retail segment amounting to P17.69 Billion.

Prepayments and other current assets increased by P785.31 Million at the end of December 2017,
due to purchase of supplies for store and office use, input VAT on purchase of inventory and payment
of various expenses, availment of new policies for insurance of new stores and advance payment of
rent for soon to open stores by the Grocery Retail Segment.

Due from related parties decreased by P110.78 Million at the end of December 2017, due primarily
to settlements made by the Real Estate segment.

Non-current Assets

As at December 31, 2017 and 2016, total non-current assets amounted to P82.01 Billion or 63.70%
of total assets, and P77.60 Billion or 65.03% of total assets, respectively, for an increase of P4.42
Billion or 5.70%.

Property and equipment-net pertains to the buildings and equipment mostly owned by the Grocery
Retail segment. Book values of property and equipment increased by P2.53 Billion from P24.09 Billion
in December 2016 to P26.62 Billion in December 2017 due principally to capital expenditures
pertaining to new stores established by the Grocery Retail Segment and capital expenditures from
Specialty Retail segment.

Right-of-use assets (ROU) represents the values recognized from long-term lease contracts covering
land and buildings utilized by Grocery Retail, Real Estate, Liquor Distributions and Specialty Retail
segments pursuant to the retrospective adoption of the new lease accounting standards under PFRS
16 which became effective January 1, 2019. . Book values of ROU increased by P753.26 Million from
P17.41 Billion in December 2016 to P18.16 Billion in December 2017 due principally to additional ROU
assets recognized from new lease contracts entered into pertaining to new organic stores established
in the current period net of depreciation recognized during the same year.
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Investment properties-net pertains to the land, buildings and equipment owned by the Real Estate
segment. Book values of investment properties increased by P742.80 Million or 7.42% from P10.01
Billion in December 2016 to P10.75 Billion in December 2017.

Investments increased by P7.13 Million from P926.67 Million in December 2016 to P933.80 Million in
December 2017 resulting from the share in results of operations of joint venture and associates by the
Grocery Retailing Segment, Specialty Retail Segment and Holding, Oil and Gas segment.

Deferred tax assets decreased by P144.57 Million from P152.15 Million in December 2016 to P7.57
Million in December 2017 resulting mainly from the reversal deferred tax assets.

Other non-current assets increased by P349.57 Million from P2.29 Billion in December 2016 to
P2.64 Billion in December 2017. About 61% of these assets are attributable to the Grocery Retail
Segment and the increase was primarily due to additional security deposits and advance rentals in
relation to new leases acquired for new stores development as well as the accrued rental income
pertaining to future periods in accordance with the lease accounting standards under PAS 17.

Current Liabilities

As at December 31, 2017 and 2016, total current liabilities amounted to P24.18 Billion and P19.64
Billion respectively, for an increase of P4.55 billion or 23.17%.

About 75% of accounts payable and accrued expenses pertains to the trade payable to suppliers
by the Grocery Retail Segment and the balance mostly to the contractors and suppliers of the Real
Estate, Liquor Distribution and Specialty Retail segments. The increase by P2.01 Billion or 17.11%
was primarily due to increase in trade and non-trade liabilities and dividends payable by the Grocery
Retail and Parent Company as at December 31, 2017.

Significant portion of the income tax payable pertains to that of the Grocery Retail segment. The
decrease by P69.67 Million from P1.10 Billion as at December 2016 to P1.03 Billion as at December
2017 is mainly due to savings by the Liquor Distribution and Real Estate segments during the year
2017 in relation to the same period in 2016.

Lease liabilities due within one year account decreased by P215.31 Million from P858.81 Million in
December 2016 to P643.49 Million in December 2017 due principally to the net effect of additional
leases, interest expense amortization recognized and lease payments made during the current period
pertaining current portions.

Short-term loans payable account decreased by P200 Million mainly due to net effect of additional
loans availed during 2017 principally by the Specialty Retail and and Liquor Distribution segments to
augment working capital requirements and repayment by the Grocery Retail segment.

Current portion of long term borrowing increased by P2.28 Billion due to reclassification made by
the Grocery Retail Segment long term loans payable.

Due to related parties increased by P159.44 Million mainly due to the additional advances made by
the Real Estate segment during 2017.

Other current liabilities decreased by 6.09% from P542.54 Million as at December 31, 2016 to
P509.50 Million as at December 31, 2017.
Noncurrent Liabilities

As at December 31, 2017 and 20186, total non-current liabilities amounted to P26.88 Billion and P21.92
Billion, respectively, for a decrease of P1.03 Billion or 3.71%.
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Retirement benefit cost increased by P78.93 Million or 15.37% mainly due to the additional
retirement benefits recognized by Grocery Retail, Real Estate, Liquor Distribution and Specialty Retail
segments.

Lease liabilities represents the values recognized from long-term lease contracts covering land and
buildings utilized by Grocery Retail and Specialty Retail segments pursuant to the retrospective
adoption of the new lease accounting standards under PFRS 16 which became effective January 1,
2019.. The account increased by P1.40 Billion from P19.50 Billion in December 2016 to P20.91 Billion
in December 2017 due principally to the net effect of additional leases, interest expense amortization
recognized and lease payments made during the current year.

The movement of Long term loans payable - net of debt issue cost amounting to P2.44 Billion
pertains to the reclassification of long term loans to short term loans by the Grocery Retail segment.

Other non-current liabilities increased by P59.47 million or 16.41% from P362.45 Million in
December 2016 to P421.93 Million in December 2017 due to recognition of advance rental and
deposits.

Deposits for future stock subscription decreased by P150.31 million due to conversion to equity
by the Specialty Retail segment.

Equity

As at December 31, 2017 and December 31, 2016, total equity amounted to P77.04 Billion and P70.92
Billion, respectively, for an increase of P6.13 Billion or 8.64%.

Retirement benefits reserve pertain to adjustments made in compliance with the accounting
standard covering employee benefits. As at December 2017, the account increased by P27.90 million
due to unrealized gain on re-measurement of defined benefit liability.

Treasury shares increased by P104.34 million from P523.86 Million in December 2016 to P628.20
Million as at December 31, 2017 due to additional buyback by the Parent Company during the year in
relation to its existing buyback program.

Retained earnings increased by P3.82 Billion or 11.53% from P33.10 Billion in December 2016 to
P36.92 Billion as at December 31, 2019 due to profit realized by the Group, net of cash dividend
declaration.

Non-controlling interest increased by P2.38 Billion or 11.21% from P21.29 Billion in December 2016
to P23.68 Billion as at December 31, 2017 mainly due to share in the consolidated profit.
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Sources and Uses of Cash

A brief summary of cash flow movements is shown below:

For the years ended December 31

2017 2016
Net cash flows from (used in) operating activities P8,727,706 P6,077,795
Net cash flows from (used in) investing activities (4,503,325) (5,539,307)
Net cash flows from financing activities (1,505,747) (2,445,489)
Net increase in cash and cash equivalents P2,718,634 (1,907,001)

Net cash generated from operating activities during the current year is basically attributable to the
cash generated from operations and effect of the net settlement of trade payable accounts by the
Grocery Retail and Liquor Distribution Segment during the year, purchase of inventories for new stores
stocking requirements and other related current operating items to support the segment’s expansion.

On the other hand, net cash used in investing activities mainly pertains to the funds used for additional
capital expenditures by the Grocery Retail segment’s new stores expansion and additional assets
acquisition and capital expenditures and short term investments by the Real Estate segment and
Specialty Retail segment.

Net cash used in financing activities principally resulted from the net settlements of bank loans by the
Grocery Retail, Specialty Retail segments and Parent Company during the year, repayment by the
group of principal and interest relating to lease liability, payment of 2016 cash dividends declared and
shares buyback program by the Grocery Retail segment and Parent Company.

Management believes that the current levels of internally generated funds from its operating activities
and its present cash position enables the Group to meet its immediate future liquidity requirements
under its current work program commitments as well as other strategic investment opportunities. With
its strong current financial position, this can be augmented through availments from existing untapped
banking and credit facilities as and when required.
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Material Events and Uncertainties

Below is the discussion and analysis of material events and uncertainties known to management that
would address the past and would have an impact on future operations:

(i)

(ii)

(iii)

(iv)

v)

(vi)

(vii)

(viii)

(ix)
)

17A 2019

Seasonal aspects that had a material effect on the financial condition or results of the
Group’s operations includes retail and liquor business which sales tend to peak during the
gift-giving Christmas season;

There are no changes in estimates of amounts reported in prior interim periods of the current

financial year or changes in estimates of amounts reported in prior financial years;

There are no material events subsequent to the end of the interim period that have not been

reflected in the financial statements for the interim period;

There are no contingent liabilities or assets since the last statement of financial position

period;
Sources of liquidity — Funding will be sourced from internally generated cash flow, cash
recently received from the sale of shares to the equity market and from debt market;

There are no events that will trigger direct or contingent financial obligation that is material
to the Group, including any default or acceleration of an obligation;

There are no material commitments for capital expenditures other than those performed in
the ordinary course of trade or business;

There are no known trends, events or uncertainties that have had or that are reasonably
expected to have a material impact on the revenues or income from continuing operations;

There are no significant elements of income not arising from continuing operations;

Due to the Group’s sound financial condition, there are no foreseeable trends or events that
may have material impact on its short-term or long-term liquidity.
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Annex "E"

SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-Q
2020 1st Quarter Report

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES REGULATION
CODE AND SRC RULE 17(2)(b) THEREUNDER

-

For the quarterly period ended: March 31, 2020

2. Commission identification number: 147669

3. BIR Tax Identification No.: 000-432-378

4. Exact name of registrant as specified in its charter:

COSCO CAPITAL, INC.
(Formerly Alcorn Gold Resources Corporation)

5. Province, country or other jurisdiction of incorporation or organization:

Republic of the Philippines

. Industry Classification Code: [ | (SEC Use Only)

»

~

. Address of registrant's principal office:

2ndFloorTabacaleraBldg 2, 900 D. Romualdez Sr. St.,
Paco, Manila Postal Code: 1007

®

Registrant's telephone number, including area code:

(632) 524-9236 or 38

9. Former name, former address and former fiscal year, if changed since last report:

ALCORN GOLD RESOURCES, CORPORATION

10. Securities registered pursuant to Sections 4 and 8 of the RSA

Title of Class Number of Shares of Common Stock
Outstanding with P1.00 par value (Listed &
Not Listed)
Common 7,405,263,564




Cosco Capital, Inc. and Subsidiaries
SEC Form 17-Q (10Y20)

11. Are any or all of the securities listed on the Philippine Stock Exchange?
Yes [/] No [ ]

The 7,405,263,564 common shares of stock of the company are listed in Philippine Stock Exchange
(PSE).

12. Indicate by check mark whether the registrant:

(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17 thereunder
or Sections 11 of the RSA and RSA Rule 11(a)-1, and Sections 26 and 141 of the Corporation Code
of the Philippines, during the preceding 12 months (or for such shorter period the registrant was
required to file such reports)

Yes[/] No [ ]

(b) has been subject to such filing requirements for the past 90 days.

Yes [/] No [ ]

FINANCIAL INFORMATION
Item 1. Financial Statements

1. Please see attached SECTION A.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of
Operations

The following discussion and analysis should be read in conjunction with the accompanying
interim financial statements and notes thereto which form part of this Quarterly Report. The
interim financial statements and notes thereto have been prepared in accordance with the
Philippine Financial Reporting Standards particularly PAS 34, Interim Financial Statements.

KEY PERFORMANCE INDICATORS

The following financial ratios are considered by management as key performance indicators
of the Group’s financial performance operating results as well as its financial condition:

Return on investment (Net income/ Ave. stockholders’ equity) - measures the profitability of
stockholders’ investment.

Profit margin (Net income/ Net revenue) - measures the net income produced for each peso
of sales.

EBITDA to interest expense (EBITDA/ Interest expense) — measures the ability of the Group
to cover interest payments on its outstanding debts.

Current ratio (Current asset/ Current liabilities) - measures the short-term debt-paying ability
of the Group.

Asset turnover (Net revenue/ Average total assets) - measures how efficiently assets are
used to generate revenues.

Asset to equity ratio (Assets/ Shareholders’ equity) - indicates the Group’s leverage used to
finance the firm.

Debt to equity ratio (Liabilities/ Shareholders’ Equity) -measure of a Group's financial
leverage.

The table below shows the key performance indicators for the past three interim periods:

Performance Indicators Q12020 Q12019
e —
ROI 2.25% 8.80%
Profit margin 5.38% 21.88%
EBITDA to interest expense 9.04x 7.69x
Current ratio 3.89:1 3.93:1
Asset turnover 0.28:1 0.27x
Asset to equity 1.47:1 1.44:1
Debt to equity ratio 0.47:1 0.44:1

These financial ratios were calculated based on the consolidated financial statements of Cosco
Capital, Inc. and its subsidiaries as described more appropriately in Note 1 to the unaudited interim
financial statements attached in Section A hereof.
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RESULTS OF OPERATION

The table below shows the consolidated results of operations of the Group for the periods ended
March 31, 2020 and 2019.

| | | | INCREASE
(In Thousands) Q12020 % Q12019 % (DECREASE) A
REVENUES 43,085,267 100.00% 37,428,428  100.00% 5,656,839 15.11%
COST OF SALES/SERVICES 35,344,924 82.03% 30,432,189 81.31% 4,912,735 16.14%
GROSS PROFIT 7,740,343  17.97% 6,996,240 18.69% 744,103  10.64%
OTHER OPERATING INCOME 827,222 1.92% 734,552 1.96% 92,669  12.62%
GROSS OPERATING INCOME 8,567,565 19.89% 7,730,792  20.65% 836,773  10.82%
OPERATING EXPENSES 5,020,400 11.65% 4,437,660 11.86% 582,740  13.13%
INCOME FROM OPERATIONS 3,547,165 8.23% 3,293,132 8.80% 254,033 7.71%
OTHER INCOME (CHARGES) - net (342,893)  -0.80% 5,681,371 15.18% (6,024,264) 106.04%
INCOME BEFORE INCOME TAX 3,204,272 7.44% 8,974,503  23.98% (5,770,231)  -64.30%
INCOME TAX EXPENSE 885,153 2.05% 784,967 2.10% 100,186  12.76%
NET INCOME FOR THE PERIOD 2,319,119 5.38% 8,189,536  21.88% (5,870,416) -71.68%
CORE NET INCOME 2,319,119 5.38% 2,056,094 5.49% 263,025 12.79%
CORE NET PATMI 1,413,976 3.28% 1,316,364 3.52% 97,612 7.42%
PATMI 1,413,976 3.28% 6,836,461 22.79% (5,422,485 -79.32%
Non-controlling interests 905,143 2.10% 1,353,074 4.12% (447,931)  -33.10%
2,319,119 5.38% 8,189,536  26.91% (5,870,416) -71.68%
EARNINGS PER SHARE (EPS) 0.20285 0.97435 -79.18%
CORE EPS 0.20285 0.18761 8.12%

Growth in Revenues

Cosco Capital, Inc. and subsidiaries (the “Group”) posted a consolidated revenue of P43.08 Billion
for the quarter ended March 31, 2020 which reflects an increase by P5.65 Billion or representing a
growth of 15.11% compared to last year’s revenue of P37.43 Billion.

The revenues of the group’s business segments during the first quarter have been affected by the
business and social disruptions resulting from the Philippine Government imposed closure of the
commercial malls as well as other non-essential business establishments and related community
quarantine and lockdown impositions effective on March 16, 2020 in response to the global Covid-
19 pandemic. The extent of the initial business impacts are more fully described in the specific
segment operating and financial highlights section.

Growth in Net Income

During the same period, the Group realized a consolidated net income of P2.32 Billion which is
lower by P5.87 Billion representing a decline of 71.68% as compared to last year’s net income
of P8.19 Billion which was restated to reflect the retrospective effect of the adoption of new
lease accounting standard on Grocery Retail and Specialty Retail segments’ net income.

The 2019 net income includes a one-time gain realized from the sale of the group’s equity
interest in Liquigaz Philippines Corporation amounting to P6.13 BB. Excluding this one-time
gain on sale of investment, core consolidated net income for the period ended March 31, 2020
amounted to P2.32 Billion at 5.37% net margin and for a growth of 12.79%.

Net income attributable to equity holders of the parent company (PATMI) in 2020 amounted to
about P2.32 Billion which decreased by about P5.42 Billion or 79.32% as compared to the 2019
PATMI amounting to P86.84 Billion. Similarly, excluding the one-time gain from the sale of
investment abovementioned, core PATMI in 2020 would amount to P1.41 Billion which is 7.42%
higher than the 2019 PATMI.
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Grocery Retail Segment

During the first three-months of 2020, the Group’s grocery retail business segment registered a
consolidated revenue contribution amounting to P40.95 Billion or an increase of P6.06 Billion or
about 17.38% growth as compared to the segment’s revenue contribution of P34.89 Billion for the
same period of last year brought about by its continued aggressive stores expansion program and
management’s combined efforts to boost revenue.

While the segment experienced some uptick in sales during the quarter due to the initial
precautionary consumer buying in preparation for the government imposed community quarantine,
revenues from some stand-alone QSR outlets of S&R located at community malls and CBDs which
were ordered closed experienced some declines.

Consolidated net income contribution in 2020 amounted to P1.76 Billion which increased by
P253.737 Million or 16.81% as compared to the net income contribution of P1.51 Billion in the same
period in 2019.

Real Estate Segment

The commercial real estate business segment contributed P367.47 Million to the Group’s
consolidated revenue in 2020 representing a decline of 1.2% from the segment's revenue
contribution during the same period last year amounting to P376.48 Million. This was mainly
attributable to the government imposed temporary closures of all malls and commercial assets and
the management’s waiver of rentals and related fees and charges due to the enhanced community
quarantine lockdown.

Consolidated net income contribution in 2020 amounted to about P294.97 Million which decreased
by about P18.46 Million or 5.89% as compared to the net income contribution of P313.43 Million in
2019.

Liquor Distribution Segment

The liquor distribution business segment contributed about P1.23 Billion to the Group’s consolidated
revenue during the same period in 2020 representing a decrease by about P313.95 Million or
20.34% higher as compared to the 2019 revenue contribution of P1.54 Billion. The decline is mainly
attributable to the liquor ban imposed nationwide during the enhanced community quarantine
lockdown that stated on March 16, 2020.

Consolidated net income contribution in 2020 amounted to about P232.58 Million which increased
by P1.53 Million or 0.66% which is the same level to the net income contribution in 2019 amounting
to P231.05 Million.

Specialty Retail Segment

Office Warehouse, Inc. contributed about P535.48 Million to the Group’s consolidated revenue
during the first quarter of 2020 representing a decrease by about P84.43 Million or 13.62% lower as
compared to the 2019 revenue contribution of P619.91 Million.

The decline was mainly attributable to the government imposed lockdown and community
quarantine starting on March 16, 202022 and the temporary closure of the company’s store outlets
having been classified as non-essential business.Net income contribution in 2020 amounted to
about P19.13 Million which decreased by P10.04 Million or 34.43% as compared to the net income
contribution in 2019 amounting to P29.17 Million, which was restated to reflect the retrospective
effect of the adoption of adapting the new lease accounting standard under PFRS 16 effective
January 1, 2019.
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Segment Operating & Financial Highlights

Grocery Retail
Net Sales

For the period ended March 31, 2020, the Grocery Retail segment posted a consolidated net sales
of P40,953 million for an increase of P6,064 million or a growth of 17.4% compared to P34,889
million in the same period of 2019. The full operation of new organic stores put up in 2019 boost the
increase in consolidated net sales in addition to robust like for like stores sales growth and revenue
contributions from new organic stores established during the first quarter of 2020.

Like for like sales performance indicators for the period ended March 31 are as follow:

PGOLD S&R
2020 2019 2020 2019
Net Sales 14.4% 7.1% 5.1% 9.4%
Net Ticket 24.3% 9.1% 9.0% 8.0%
Traffic 7.9% -1.8% -3.6% 1.3%

Gross Profit

For the period ended March 31, 2020, the Grocery Retail segment realized an increase of 13.3% in
consolidated gross profit from P6,122 million in 2019 at 17.5% margin to P6,935 million at 16.9%
margin in the same period of 2020, driven by strong sales growth from new and old stores and
sustained continuing suppliers' support through additional trade discounts in the form of rebates and
conditional discounts granted during the period.

Other Operating Income

Other operating income increased by P94 million or 12.8% from P729 million in the three months of
2019 to P823 million in the same period of 2020. This is attributable to increase in concess income
and membership income driven mainly by new stores opened during the year and full operation of
new stores opened in 2019.

Gross Operating Income

Gross operating income for the first quarter of 2020 amounted to P7,757 million at a gross operating
margin of 18.9% which grew by 13.2% from P6,851 million at 19.6% margin in the same period of
2019.

Operating Expenses

Operating expenses increased by P511 million or 11.9% from P4,280 million in the three-month
period ended March 31, 2019 to P4,791 million in the same period of 2020. The incremental
operating expenses were mainly attributable to depreciation expense as a result of adoption of the
new accounting standard, PFRS 16 — Leases, taxes and licenses and ultilities principally related to
the establishment and operation of new organic stores.

Other Expense - net

Other expenses net of other income amounted to P476 million and P433 million for the three-month
periods ended March 31, 2020 and 2019, respectively. Interest income increased in March 2020
due to higher placement in short-term investment as compared to the same period of 2019. Interest
expense increased as well due to accretion of interest, pertaining to PFRS 16 — Leases, for both old
and new stores.

Net Income

For the period ended March 31, 2020, the Grocery Retail segment earned a consolidated net
income of P1,763 million at 4.3% net margin and an increase of 16.8% from P1,510 million at 4.3%
net margin in the same period of 2019. This was principally driven by the continuous organic
expansion of the Grocery Retail segment’s grocery retail outlets on the back of a sustained strong
consumer demand. This has been augmented by combined management strategies and programs
to boost revenue contributions from both the base stores as well as new stores.
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Commercial Real Estate

The Group’s Real Estate Segment posted P535.13 Million in revenues in the three-month
period ended March 31, 2020 or a 1.2% decrease from P541.61 Million in the same period of
2018. This was mainly attributable to the temporary closures of all mall and commercial assets
due to the enhanced community quarantine lockdown imposed by the national government and
the management’s response to waive the rentals and other charges for all affected mall tenants
during the second half of March 2020.

Income from operations before depreciation increased by P31.15 Million from P384.91 Million in
2018 to P416.06 Million for the three-month period ended March 31, 2019.

Net income for the period amounted to P294.97 Million or a 5.89% decrease from last year’s
P313.43 Million brought about by decline in rental revenue.

Liquor Distribution

Revenues generated by the Liquor Distribution Segment decreased to P1.85 Billion in 2020 or
13.01% decline from last year’s P2.12 Billion in spite of achieving a 36% growth in volume (no.
of cases) of sales.

The decline in revenue directly resulted from the government imposed nationwide liquor ban
starting March 16, 2020 as part of the government’s community quarantine and lockdown in
response to the Covid-19 pandemic.

The strong sales performance is still principally driven by its brandy portfolio which continued to
account for more than 60% of sales mix augmented by the strong performance of the other
spirits as well as wines and specialty beverages categories.

Income from operations, however, decreased to P319.86 Million in 2019 or 2.4% decline from
last year’s P327.73 Million

Net income for the 2020 period slightly increased by P2.90 Million from P229.70 Million in 2019
to P232.59 Million in 2020.

Specialty Retail

Office Warehouse

As at March 31, 2020, the company had expanded its retail network to 88 stores from 46 stores
at acquisition date, with a net selling area of 15,489 sqm..

Sales revenues decreased to P535.48 Million in 2020 or 13.65% decline as compared to the
2019 revenue contribution of P621.00 Million mainly attributable to the temporary closure of all
the company’s store outlets due to the lockdown and community quarantine imposed by the
government which started on March 16, 2020 that lasted until June 1, 2020. The lockdown
resulted to a negative SSSG of 15.33% during the first quarter of 2020.

Net income contribution in 2019 amounted to about P19.13 Million which decreased by P10.04
Million or 34.43% decline as compared to the net income contribution in 2019 amounting to
P29.17 Million
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FINANCIAL CONDITION

Consolidated Statements of Financial Position

Shown below is the consolidated financial position of the Group as at March 31, 2020 and

December 31, 2019:

(In Thousands)
ASSETS

2019 |

INCREASE

%2 | (DECREASE)

Cash and cash equivalents 20,557,987 13.41% 24,402,014 15.80% (3,844,027) -15.75%
Receivables - net 15,351,312 10.01% 16,637,892 10.77% (1,286,580) -1.73%
Financial asset at FVOCI 9,209 0.01% 9,209 0.01% - -
Financial asset at FVPL 25,418 0.02% 34,921 0.02% (9,502) -27.21%
Inventories 24,787,646 16.17% 24,722,271 16.01% 65,375 0.26%
Due from related parties 232,051 0.15% 192,068 0.12% 39,983 20.82%
Prepayments and other current assets 2,607,523 1.70% 2,000,503 1.30% 607,020 30.34%
Total current assets 63,571,145 41.46% 67,998,877 44.03% (4,427,732) -6.51%
Noncurrent Assets

Property and equipment - net 28,165,789 18.37% 27,927,953 18.08% 237,835 0.85%
Right-of-use assets 21,428,722 13.98% 21,700,103 14.05% (271,380) -1.25%
Investment properties - net 11,104,546 7.24% 11,125,998 7.20% (21,452) -0.19%
Intangibles and goodwill - net 21,083,712 13.75% 21,089,717 13.65% (6,005) -0.03%
Investments 736,985 0.48% 741,175 0.48% (4,190) -0.57%
Deferred tax assets-net 599,516 0.39% 566,284 0.37% 33,232 5.87%
Other non-current assets 6,624,231 4.32% 3,299,789 2.14% 3,324,442 100.75%
Total noncurrent assets 89,743,501 58.54% 86,451,018 55.97% 3,292,483 3.81%
Total Assets 153,314,646 100.00% 154,449,895 100.00% (1,135,249) -0.74%
LIABILITIES AND EQUITY

Current Liabilities

Accounts payable and accrued expenses 11,768,093 7.68% 15,127,981 9.79% (3,359,888) -22.21%
Income tax payable 2,075,409 1.35% 1,164,727 0.75% 910,682 78.19%
Short-term loans payable 498,225 0.32% 871,124 0.56% (372,900) -42.81%
Current portion of long-term borrowing 43,712 0.03% 43,685 0.03% 27 0.06%
Lease liability 474,080 0.31% 567,682 0.37% (93,602) -16.49%
Due to related parties 876,326 0.57% 1,343,460 0.87% (467,133) -34.77%
Other current liabilities 599,077 0.39% 596,992 0.39% 2,085 0.35%
Total current liabilities 16,334,921 10.65% 19,715,651 12.77% (3,380,729) -17.15%
Noncurrent Liabilities

Retirement benefit liability 951,437 0.62% 955,818 0.62% (4,381) -0.46%
Lease liability-net of current portion 26,113,237 17.03% 26,101,259 16.90% 11,978 0.05%
Deferred tax liabilities 135,056 0.09% 128,586 0.08% 6,470 5.03%
Long term loans payable - net of debt issue

cost 5,094,577 3.32% 5,094,577 3.30% - -
Other non-current liabilities 530,550 0.35% 393,219 0.25% 137,331 34.92%
Total noncurrent liabilities 32,824,857 21.41% 32,673,459 21.15% 151,398 0.46%
Total Liabilities 49,159,779 32.06% 52,389,110 33.92% (3,229,331) -6.16%
EQUITY

Additional paid-in capital 9,634,644 6.28% 9,634,644 6.24% - -
Remeasurement of retirement liability - net of

tax 5,412 0.00% 5,412 0.00% - -
Reserve for fluctuations in value of financial

assets at FVOC 5,603 0.00% 5,603 0.00% - -
Treasury shares (1,629,011) -1.06%  (1,403,974) -0.91% (225,037) 16.03%
Retained earnings 55,581,188 36.25% 54,167,213 35.07% 1,413,976 2.61%
Total Equity Attributable to Equity Holders

of Parent Company 71,003,100 46.31% 69,814,161 45.20% 1,188,939 1.70%
Non-controlling interest 33,151,767 21.62% 32,246,624 20.88% 905,143 2.81%
Total Equity 104,154,868 67.94% 102,060,785 66.08% 2,094,082 2.05%
Total Liabilities and Equity 153,314,646 100.00% 154,449,895 100.00% (1,135,249) -0.74%
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Current Assets

Cash and cash equivalents amounted to P20.56 Billion as at March 31, 2020 with a decrease of
P3.84 Billion or 15.75% from December 31, 2019 balance. The decrease was due basically to the
net effect of the net operating cash flows, collection of receivables and settlement of trade and non-
trade payables principally from the Grocery Retail Segment and Parent Company, payment of 2019
cash dividends, settlement of loans and payments for capital expenditures during the period.

Receivables decreased by 7.73% from December 31, 2019 balance of P16.64 Billion to this year’s
balance of P15.35 Billion due mainly to the collections made.

Financial assets at fair value through profit or loss (FVPL) decreased by 27.21% from
December 31, 2019 balance of P34.92 Million to this period’s balance of P25.42 Million due mainly
to the effect of changes in stock market prices.

Inventories increased by 0.26% from 2019 balance of P24.72 Billion to this period’s balance of
P24.79 Billion due additional stocking requirement of existing and new operating stores, as well as
the additional stocking requirements of the Liquor Distribution segment. Bulk of the inventory
account pertains to the merchandise inventory stocks of the Grocery Retail Segment amounting to
P19.33 Billion.

Prepaid expenses and other current assets increased by P607.02 Million or 30.34% at the end of
March 2020, mainly due to additional of prepayments made for advertising, taxes and licenses,
availment of new policies for insurance of new stores and application of input VAT by Grocery
Retail, Real Estate and Liquor Distributions segments.

Due from related parties increased by P39.98 Million at the end of March 2020, due primarily to
additional advances made.

Non-current Assets

As at March 31, 2020 and December 31, 2019, total non-current assets amounted to P89.74 Billion
or 58.54% of total assets, and P86.45 Billion or 55.97% of total assets, respectively, for an increase
of P3.29 Billion or 3.81%.

Property and equipment-net pertains to the buildings and equipment mostly owned by the Grocery
Retail segment. Book values of property and equipment increased by P237.83 Million from P27.93
Billion in December 2019 to P28.16 Billion in March 2020 due principally to capital expenditures
pertaining to new stores established by the Grocery Retail Segment.

Right-of-use assets (ROU) represents the values recognized from long-term lease contracts
covering land and buildings utilized by Grocery Retail, Real Estate, Liquor Distributions and
Specialty Retail segments pursuant to the retrospective adoption of the new lease accounting
standards under PFRS 16 which became effective January 1, 2019. . Book values of ROU
decreased by P271.38 Million from P21.70 Billion in December 2019 to P21.43 Billion in December
2020 due principally to additional ROU assets recognized from new lease contracts entered into
pertaining to new organic stores established in the current period net of depreciation recognized
during the same period.

Investment properties-net pertains to the land, buildings and equipment owned by the Real Estate
segment. Book values of investment properties decreased by P21.45 Million from P11.12 Billion in
December 2019 to P11.10 Billion in March 2020.

Investments decreased by P4.19Million from P736.98 Million in December 2019 to P741.17 Million
in March 2020.

Intangibles and goodwill-net decreased by P6.0 Million from P21.09 Billion in December 2019 to
P21.08 Billion in March 2020 primarily due to the amortizations.

Deferred tax assets increased by P33.23 Million or 5.87% from P5666.28 Million in December
2019 to P599.52 Million in March 2020 resulting mainly from the additional recognition of deferred
tax assets by the Grocery Retail segment from ROU assets recognized.
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Other non-current assets increased by P3.32 Billion from P3.30 Billion in December 2019 to P6.62
Billion in March 2020. About 34% of these assets are attributable to the Grocery Retail Segment
and the increase was primarily due to additional security deposits, advance payment to contractors
and advance rentals in relation to new leases acquired for new stores development pipeline as well
as the accrued rental income pertaining to future periods in accordance with the lease
accounting standards under PAS 17.

Current Liabilities

As at March 31, 2020 and December 31, 2019, total current liabilities amounted to P16.33 Billion
and P19.71 Billion respectively, for a decrease of P3.38 Billion or 17.15%.

About 75% of accounts payable and accrued expenses pertains to the trade payable to suppliers
by the Grocery Retail Segment and the balance mostly to the contractors and suppliers of the Real
Estate, Liquor Distribution and Specialty Retail segments. The decrease by P3.36 Billion or 22.21%
was primarily due to the settlements of trade and non-trade liabilities and declaration of dividends by
the Grocery Retail segment and Parent Company in 2019.

Significant portion of the income tax payable pertains to that of the Grocery Retail segment. The
increase by P910.68 Million from P1.16 Billion as at December 2019 to P2.07 Billion as at March 31,
2020 is mainly due to additional income taxes incurred relative to the increase in net taxable income
during the first quarter in 2020 in relation to the same period in 2019.

Short-term loans payable account decreased by P372.90 Million mainly due to settlements made
by the Grocery Retail, Real Estate and Liquor Distribution segments.

Current portion of long-term borrowing increased by P0.27 Million mainly due to amortization of
debt issue cost.

Lease liability account decreased by P93.60 Million from P567.68 Million in December 2019 to
P474.08 Million in March 2020 due principally to the net effect of additional leases, interest expense
amortization recognized and lease payments made during the current period pertaining current
portions.

Due to related parties decreased by P467.13 Million mainly due to the settlements made.

Other current liabilities decreased by 37.27% from P434.90 Million as at December 31, 2018 to
P597.0 Million as at December 31, 2019 relatively due to deposits from tenants and sale of gift
certificates during the year by the Grocery Retail segment.

Noncurrent Liabilities

As at March 31, 2020 and December 31, 2019, total non-current liabilities amounted to P32.82
Billion and P32.67 Billion, respectively, for an increase of P151.40 Billion or 0.46%.

Long-term loans payable-net of current portion amounted to P5.09 Billion as at March 31, 2020.

Lease liability-net of current portion represents the values recognized from long-term lease
contracts covering land and buildings utilized by Grocery Retail, Real Estate, Liquor Distributions
and Specialty Retail segments pursuant to the retrospective adoption of the new lease accounting
standards under PFRS 16 which became effective January 1, 2019. . The account increased by
P11.98 Million from P26.10 Billion in December 2019 to P26.11 Billion in March 2020 due principally
to the net effect of additional leases, interest expense amortization recognized and lease payments
made during the current year.

Other non-current liabilities increased by P137.33 Million or 34.92% from P393.22 Million in
December 2019 to P530.55 Million as at March 31, 2020 due to application of customer deposits
and advance rentals by the Real Estate segment.
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Equity
As at March 31, 2020 and December 31, 2019, total equity amounted to P104.15 Billion and
P102.06 Billion, respectively, for an increase of P2.09 Billion or 2.05%.

Treasury shares increased by P225.04 million from P1.40 Billion in December 2019 to P1.63 Billion
as at March 31, 2020 due to additional buyback by the Parent Company during the year in relation
to the buyback program.

Retained earnings increased by P1.41 Billion or 2.61% from P54.17 Billion in December 2019 to
P54.12 Billion as at March 2020 due to profit realized by the Group.

Non-controlling interest increased by P905.14 Million or 2.81% from P32.25 Billion in December
2019 to P33.15 Billion as at March 31, 2020 mainly due to share in the consolidated profit.

SOURCES AND USES OF CASH

A brief comparative summary of cash flow movements during the three-month period is shown
below:

For the Three-month period ended

(In Thousands) March 31

2020 2019
Net cash from (used in) operating activities P 2,419,785 P 749,539
Net cash from (used) investing activities (4,018,926) 8,407,229
Net cash used in financing activities (2,456,734) (1,765,846)
Net Increase (decrease) in cash and cash
equivalents P (4,053,855) P 7,396,612

Net cash from operating activities during the current period are basically attributable to the net
effect of the net settlement of trade and non-trade payable accounts by the Grocery Retail,
Liquor Distributions, Real Estate and Specialty Retail segments.

On the other hand, net cash from investing activities mainly pertains to the funds used for additional
capital expenditures by the Grocery Retail segment’'s new stores expansion and additional capital
expenditures by the Real Estate segment and the proceeds from the sale of investment.

Net cash used in financing activities principally resulted from the net effect of proceeds from top-up
placements and settlements of bank loans by the Grocery Retail, Specialty Retail and Liquor
Distribution segments during the period, payment of 2019 cash dividends declared by the Grocery
Retail segment and Parent Company.

Management believes that the current levels of internally generated funds and its present cash
position enables the Group to meet its immediate future liquidity requirements under its current work
program commitments as well as other strategic investment opportunities. This can be augmented
through availments from existing untapped banking and credit facilities as and when required.
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VI. MATERIAL EVENTS AND UNCERTAINTIES

There are no changes in estimates of amounts reported in prior interim periods of the
current financial year or changes in estimates of amounts reported in prior financial years;

There are no material events subsequent to the end of the interim period that have not
been reflected in the financial statements for the interim period;

There are no contingent liabilities or assets since the last statement of financial position
period;

Sources of liquidity — Fundings for the current year will be sourced principally from
internally generated cash flows to be augmented by short-term borrowings as may be
required.

There are no events that will trigger direct or contingent financial obligation that is
material to the Group, including any default or acceleration of an obligation;

There are no material commitments for capital expenditures other than those performed
in the ordinary course of trade or business;

There are no known trends, events or uncertainties that have had or that are reasonably
expected to have a material impact on the revenues or income from continuing
operations;

There are no significant elements of income not arising from continuing operations;

Due to the Group’s sound financial condition, there are no foreseeable trends or events
that may have material impact on its short-term or long-term liquidity.
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CERTIFICATION OF INDEPENDENT DIRECTOR

I. ROBERT Y. COKENG, Filipino, of legal age and with office at: 5" Floor,
Citibank Center, 8741 Paseo de Roxas, Makati City, after having been duly sworn to in
accordance with law do hereby declare that:

1. 1 am a nominee for independent director of Cosco Capital, Inc. and have been its
independent director since August 30, 2013.

2. 1 am affiliated with the following companies or organizations (including
Government-Owned and Controlled Corporations):

COMPANY/ POSITION/ PERIOD OF
ORGANIZATION RELATIONSHIP SERVICE
F&J Prince Holdings Corp. Chairman-President More than 20
(PSE Listed Co.) ears
Magellan Capital Holdings Chairman/President
Corp.
Magellan Utilities Dev. Corp. Chairman/President
Pinamucan Industrial Estate Chairman
Inc.
Consolidated Tobacco Ind. of Chairman/President
the Phils.
Center Industrial and Chairman/President
Investment Inc.
Malabrigo Corp. Chairman/President
Pinamucan Power Corp. Chairman/President
Essential Holdings Ltd. Managing Director
Pointwest Technologies Corp. Chairman More than 10
ears
Pointwest Innovation Corp. Chairman
Business Process Outsourcing Chairman/Exec.
Int’l. Comm. Director
IPADS Developers Inc. Chairman 5 years

3. 1 possess all the qualifications and none of the disqualifications to serve as an
Independent Director of Cosco Capital Inc. as provided for in Section 38 of the
Securities Regulation Code, its Implementing Rules and Regulations and other
SEC issuances.

4. | am not related to any of the director/officer/substantial shareholder of Cosco
Capital Inc.

5. To the best of my knowledge, [ am not the subject of any pending criminal or
administrative investigation or proceeding.



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

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

8. 1 shall inform the Corporate Secretary of Cosco Capital, Inc. of any changes in the
above-mentioned information within five days from its occurrence.

Done, this |* day of July 2020 at Makati City.

Certification of Independent Director:

L F

ROBERT Y. COKENG
Nominee for Independent Director
Cosco Capital, Inc.

L 01 M0

SUBSCRIBED AND SWORN to before me this day of July 2020 in Manila,
Philippines, affiant personally appeared before me and exhibited to me competent proof of
his identity.

Doc. No. 14
Page No. ‘{0 ‘

Book No. XUl
Sones 012020 EMMARHE  ADURAL-CAPISTRANO
€rics ol LUV, Notary Public for the City of Manila
Commission No. 2019-100 until December 31, 2020
Roll No. 55724
IBP Lifetime Member No. 07476
PTR No. 9123815/ 01-03-2020 / Mia
MCLE No. VI-0022489 1 04-16-19
No. 900 Romualdez St., Paco, Manila .-



CERTIFICATION OF INDEPENDENT DIRECTOR

I, OSCAR S. REYES, Filipino, of legal age and with office at Unit 2504, 139
Corporate Center, Valero St., Salcedo Village, Makati City, after having been duly
sworn to in accordance with law do hereby declare that:

1. I am a nominee for independent director of Cosco Capital, Inc. and have
been its independent director since 2009.

2. I am affiliated with the following companies or organizations (including

Government-Owned and Controlled Corporations):

COMPANY/ORGANIZATION POSITION/RELATIONSHIP

Bank of the Philippine Islands
Basic Energy Corporation
PLDT, Inc.

Manila Water Com an Inc.

Pepsi Cola Products Philippines,

Inc.
PXP Ener Co oration

DMWenceslao & Associates Inc.

PLDT Communications &
Ener Ventures, Inc.
Link Ed e Inc.

Gre a Asset Mana ement
Sun Life Financial Plans Inc.
Sun Life Prosperity Dollar
Advanta e Fund, Inc.
Sun Life Prosperity Dollar
Abundance Fund, Inc.
Sun Life Prosperity GS Fund,
Inc.

Sun Life of Canada Prosperity
Bond Fund, Inc.

Sun Life Prosperity Money
Market Fund, Inc.

Sun Life Prosperity Dynamic
Fund Inc.

Sun Life Prosperity Achiever
Fund 2028 Inc.

Sun Life Prosperity Achiever
Fund 2038 Inc.

Sun Life Prosperity Achiever
Fund 2048 Inc.

Director

Member, Adviso Council

Independent Director

Member, Adviso Board

Director

Member, Adviso Board

Inde ndent Director
Chairman

Director
Inde endent Director
Director

Non-Executive Chairman

Inde endent Director
Inde endent Director
Independent Director
Independent Director
Independent Director
Independent Director
Independent Director
Independent Director
Independent Director

Independent Director

Independent Director

PERIOD OF
SERVICE
2003 - 2016
2016 — resent
2007 - 2019
2019 — resent
2001 -2010

2010 — resent
2005 — resent
2007 — present

2017 — resent
2019
2013 — present

2002 — resent
2011 — resent
2006 — resent

2004 — present
2002 — present
2011 — present
2011 — present
2011 — present
2018 — present
2018 — present
2018 — present

2018 — present



Sun Life Prosperity World Equity Independent Director 2018 — present

Fund
Sun Life of Canada Prosp. Independent Director 2018 — present
Balance Fund
Sun Life of Canada Prosperity Independent Director 2018 — present
E ui Fund
Petrolift Inc. Inde ndent Director 2007 — resent
Eramen Minerals Inc. Inde ndent Director 2004 — resent
Pioneer Insurance & Surety Member, Advisory Board October 2019
Co oration
Pioneer Life Inc. Member, Adviso Board October 2019
Pioneer Intercontinental Member, Advisory Board October 2019
Insurance Co
Phil. Dealing System Holdings Independent Director April 2019
Co
Phil. Dealing Exchange Independent Director April 2019
Co oration
Phil. Depository & Trust Independent Director April 2019
Co ration
Phil. Securities Settlement Independent Director April 2019
Co oration
Team Ener Co oration Inde ndent Director June 2019

3.

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

I am not related to any of the director/officer/substantial shareholder of
Cosco Capital, Inc.

To the best of my knowledge, I am not the subject of any pending criminal
or administrative investigation or proceeding.

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

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

I shall inform the Corporate Secretary of Cosco Capital, Inc. of any changes
in the abovementioned information within five days from its occurrence.

Done, this Qd‘Zy?OWuly 2020 at MANIL. “



Certification of Independent Director:

OS -REYES
Nominee for Independent Director
Cosco Capital, Inc.

SUBSCRIBED AND SWORN to before me this Qay @%%ly 2020 in
Manila, Philippines, affiant personally appeared before me%ﬁ exhibited to me his
Philippine Passport No. P5302920A valid until December 10, 2022.

Doc. No. M6 '

Page No. U

Book No. Xuil\ EMMA RHEA D RAL'CAPISTRANO

Series of 2020. Commis':?c::% Puz%l;‘c o dhe City of Hanl
e

IBP Lifefime Member No. 074
PTR No. 9123815/ 01.03.2020 /zwffta
MCLE No. V100224891 04.16.19

. 900 Romualdez $t, Paco, Manila



CERTIFICATION OF INDEPENDENT DIRECTOR

I, BIENVENIDO E. LAGUESMA, Filipino, of legal age and with office at:
706 Prestige Tower, F. Ortigas, Jr. Road, Ortigas Center, Pasig City, after having
been duly sworn to in accordance with law do hereby declare that:

1.

I am a nominee for independent director of Cosco Capital, Inc. and have
been its independent director since 2017.

2. I am affiliated with the following companies or organizations:

COMPANY/ORGANIZATION POSITION/ PERIOD OF
RELATIONSHIP SERVICE
Laguesma Magsalin & Consulta  Partner 2001 to present
Law Offices
Maritime Academy of Asia and Member, Board of  April 2019 to
the Pacific MAAP Directors resent
Cavite United Rural Bank Director July 2019 to
Cor oration resent
Asia United Fleet Management Director July 2019 to
Services, Inc. resent
Asia United Leasing and Finance  Director July 2019 to
Cor oration resent
Rural Bank of Angeles, Inc. Director July 2019 to
resent

Philippine Bank of Independent November 2019
Communications Director to resent

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

4. I am not related to any of the director/officer/substantial shareholder of
Cosco Capital Inc.

5. To the best of my knowledge, I am not the subject of any pending criminal
or administrative investigation or proceeding.

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

7. 1 shall inform the Corporate Secretary of Cosco Capital, Inc. of any

changes in the abovementioned information within five days from its
occurrence.

: ALY ur mameg
Done, this day of July 2020 at .



Certification of Independent Director:

¢

BIENVENIDO L UESMA
Nominee for Independent Director
Cosco Capital, Inc.

Q.
SUBSCRIBED AND SWORN to before me this 3\) day of July 2020 in
Manila, Philippines, affiant personally appeared before me and exhibited to me his
Social Security System No. 335139112.

Doc. No. Y& EMMA RHEA RAL-CAPISTRANO
Page No. Comi Notary Public for the City of Manila

Book No. vit) ommission No. 2310?'-:'000 g;\t;; ?ecember 31,2020
Scries of 2020. IBP Lifetime Member No. 07476

PTR No. 9123815/ 01-03-2020 / Mia
MCLE No. VI-0022489 / 04-16-19
No. 900 Romualdez St., Paco, Manila
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