Cosco Capital, Inc.
Mo, 900 Romualdez 5L, Paco, Manila

14 August 2013

Securities and Exchange Commission
SEC Building, Greenhills, Mandaluyang City
Metro Manila

Attention; Justina F. Callangan
Director, Corporation Finance Department

Joy Cabasis
Examiner, Corporation Finance Department

Philippine Stock Exchange
Ayala Tower, Ayala Avenue, Makati City
Metro Manila

Attention: Janet Encarnacion
Head, Disclpsure Department

RE: 2nd Quarter Financial Performance of COSCO CAPITAL, INC.

GENTLEMEN:

In a meeting held today, Cosco Capital, Inc. has approved its 2nd Quarter
Financial Siatement (SEC FORM 17-0Q)) for the year 2013,

Attached hereof is the copy of the said SEC Form 17-Q.

Thank you.

Very truly yours,




SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C
2013 2nd Quarter Report

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

1. For the quarterly period anded x June 30, 2013
2. Commission identification number: 147669
3. BIR Tax ldentification No. ; 000-432-378

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

COSCO CAPITAL, INC.
{Farmerly Alcorn Gold Resources Corporation)

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

Republic of the Philippines

6. Industry Classification Cuda::I ISEC Use Only)

7. Address of registrant's principal office:

2™ FloorTabacalera Bldg 2, 900 D. Romualdez Sr. St.,
Paco, Manila Postal Code: 1007

B. Registrant's telephone number, including area coda:

(632) 524-9236 or 38

8, 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 Mumber of Shares of Common Stock
Outstanding with P1.00 par value {Listed
& Mot Listed)
Common | 7,405,263 564
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11. Are any or all of the securities listed on the Philippine Stock Exchange?
Yes [/] No [ ]

The 5,687,406,421 common shares of stock af 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 reguirements for the past 90 days.

Yes /1 Na [ |

PART I--FINANCIAL INFORMATION
Item 1. Financial Statements

Financial Statements and, if applicable, Pro-Forma Financial Statements meeting the
requirements of SRC Rule 68 and 68.1, Form and Content of Financial Statements, shall be
furnished as specified therein.

1. Please see attached SECTION A for the interim consolidated financial
statements

2. Please see attached SECTION B for supplemental information preseting the pro-
forma interim stataments of financial position, income statements and segment

reporting

ltem 2. Management's Discussion and Analysis of Financial Condition and Results of
Operations

The following should be read in conjunction with the accompanying interim financial
statements and notes thereto which form part of this Report. The interim financial
statements and notes thereto have been prepared in accordance with the Philippine
Accounting Standard (PAS} 34 from International Financial Reporting Interpretations
Committee (IFRIC), issued by the Financial Reporting Standards Council {FRSC).
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Tap 5 Key Performance Indicators

The management considers the following as key performance indicators of the Company:

«  Return on lnvestment (RO (Net Income | Ave. Stockholders’ Equity), measures the
profitability of stockholders’ investment.

» Profit Margin (Net Income / Net Revenue), measures the net income produced for
each pesa of sales.

« Current Ratio (Current Asset / Current Liabilities), measures the short-term debt-
paying ability of the Company.

= Asset Turnover (Net Revenue | Ave. Total Assets), measures how efficiently assets
are used to generate revenues.

» Debt to Equity Ratio (Liabilities / Shareholders Equity), measure of a company's
financial leverage

The following table shows the Top 5 key perfarmance indicators for the past threa interim
periods:

Performance Indicators 2013 2012 2011
RO 6.671% 0.15% -0.004%
| Profit margin 5.03% 56.67% n/a
Current ratio 2:1 679:1 2341
Asset turnover 2% 0.003x n/a |
Dabt/equity ratio 14.81% 0% 0%
Debt free Debt free

I. RESULTS OF OPERATION

On April 12, 2013, Lugio L. Co Group and Alcorn Gold Resources Corporation {now Cosco
Capital Corp.) executed a Deed of Assignment in Payment for the Subscription wherein the
Lucio L. Co Group shall subscribe to the umissued unauthorized capital stock of the
Company from the increase of its authorized capital stock at a subscription price of R1b per
share for a total of 4,987,406,421 new shares at an aggregate subscription price of
B74,811,096,315 worth of shares in Puregold Price Club, Inc. and Subsidiaries, Ellimac
Prime Holdings, Inc. and Subsidiaries, Go Fay & Co., Incorporada, SVF Corporation, Nation
Realty, Inc., 118 Holdings, Ing, and Subsidiary, Patagoria Holdings Corp., Fertuna Holdings
Corp., Premier Wine and Spirits, Inc., Montosco Inc., Meritus Prime Distributions, Inc., and
Pure Petroleum Corp. (collectively, the “Acquirees”), and the corresponding payment
thereof by way of assignment of the shares owned by Lucio L. Co Group in the Acquirees,
under the terms and conditions to be determined by the Corporation’s BOD.

The aforementiored document had a closing condition that the issuance of the new shares
of 4 987,406,421 shall be made immediately upon the occurrence of all of the following
conditions, without need of any further consent ar action;

(a) Approval by the Securities and Exchange Commission of the Amendments;

(b Approval of the Philippine Stock Exchange ("PSE") of the listing of the SWAP
Shares; and

lel Arrival of the Listing Date of the Swap Shares, such date to be agreed upon with
the PSE.
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For purpose of this Deed, Listing Date of the Swap Shares shall mean the day that the
Swap Share are listed in, and can commence trading at the PSE.

As the above transaction is effective as of May 31, 2013 or the date of the listing as
provided in the Subscription Agreement dated April 12, 2013, the company as a
conglomerate with a consolidation of the resuits of operations from 12 companies took
effect only on June 1, 2013. As such the table below and the review of operations shows
Cosco as a mining company in January to May 2013 and as a conglomerate in June 201 3.

On the same date, 1,142,867,143 shares were subscribed and issued to Lucio Co group
for P10.50 per share for total consideration of P12,000,000,001 which shares were sold to
new invastors in a primary placement offer.

Comparison of results of operations between June 30, 2013 vs. June 30, 20 12

Table 1: Consolidated Income Statements

Does not include information for subsidiaries acquired in May 2013

% of

{in mmillions) 2013 2012  Fluctustion  fluctuation
REVENUES 6.267 3 6,264  249965%
COST OF SALES (excluding dopraciation and
amortization) 4.981 1 4,980 E84312%
GROSS PROFIT (before depreciation and smortization) 1,276 2 1.274 F1798%
OTHER OPERATING INCOME 200 200

1476 2 1,474 BI0BEE%
OPERATING EXPENSES (exciuding depreciation and
arartization) 683 8 6874 T377%
INCOME FROM OPERATIONS (before depreciation and
amortization) 792 -7 800 -10863%
OTHER INCOME {CHARGES) - net 26 9 16 183%
INCOME BEFORE DEPRECIATION AND
AMORTIZATION AND INCOME TAX 817 1 816 57541%
DEPRECIATION EXPENSE a3 a3
INCOME BEFORE INCOME TAX 724 1 723 50873%
INCOME TAX EXPENSE 236 236
MNET INCOME FOR THE YEAR 488 1 487 34339%

Cosco Capital, Inc. {the “Group”) realized revenue of P8 billion for the six-month period
ended June 30, 2013. This was higher compared to last year's revenue of R3 million. In
the same period, the Group posted a net income of P488 million which was higher
compared 1o last year's figure. This out-of-range fluctuation is because the company’s
results of operations included revenues from 12 companies only in the month of June 2013.

For comparability and analysis purposes, we have also presented pro-forma financial

statemaents as included in Section B. Below is the management discussion and analysis of
the rasults of operations for the pro-forma financial statemants.
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Table 2 — Pro-forma Income Statement

For the six months For the three months

= ended Jure 30 ended June 30
Fluctuation % of

{frn milligns) 2013 2012 2013 #0112 [six months)  fluctustion
REVEMNUES 35,074 24,402 17,9711 13,064 10,873 44%
COST OF SALES (excluding depreciation
and amortization) 28,468 20,537 14587 10.871 7832 38%
GROSS PROFIT (before depreciation and
amortization) 6,605 3.866 3324 2,083 2,740 715
OTHER OPEHATING INCOME 1,004 652 512 363 352 B %%

7,609 4,537 3.836 2,446 3,083 53%

OPERATING EXPENSES (exciuaing
depreciation and amortization| 3948 2660 2,029 1,411 1,288 48%
INCOME FROM OPERATIONS (before
depreciation and amortization) 3,661 1,866 1,807 1,038 1,805 97 %
OTHER INCOME [CHARGES) - net 106 116 2 B 221 193%
INCOME BEFORE DEPRECIATION AND
AMORTIZATION AND INCOME TAX 3,767 1,741 1.804 883 2,026 116%
DEPAECIATION EXPENSE 530 386 273 203 143 37 %
INCOME BEFORE INCOME TAX 3,237 1,365 1,532 773 1,883 1359%
INCOME TAX EXPENSE 870 435 427 239 435 100%
MET INCOME FOR THE PERIOD 2,367 2920 1,104 540 1,448 167 %

On a pro-forma basis wherein the figures presented has been prepared to give effect as if
the share-swapping transaction described above had been completed on January 1,2012.
The Group posted a revenue of P35 billion in the six-month period ended June 30, 2013.
This is a 44% ircrease from last year's B24 billion of the same period displaying strong
revenue growth in the business segments. Increase in revenue for the retaill business was
about B9.74 billion: real estate, PO.556 billion, liguor, RO.44 billion and oil sterage, PO.10
billion. The increase was generally attributable to newly opened stores and acquisitions for
retail business, sales volume growth for liquor business and newly completed properties far
lease for real estate business.

Income from operations before depreciation and amortization increased to R4 billion from
last year's B2 billion which represents a 97% growth. Consolidated net income after
deducting minority Interest for six-month period ended in 2013 amounted to 1.5 billion
representing approximately 263% increase from last year's consolidated net income net of
share of minority interest of PO.41 billion. Retail business accounts for 60% of the net
income: real estate, 21%; liquor distribution, 12% and oil storage and mining, 7%. The
growth in net income was contributed by all business segments which factars are further
discussed in their respective discussion and analysis portion hereunder. Further, the finance
income of P15 million from the money market placement received from the additional
subscription as a result of the primary offering in June 2013 also contributed to the net
income.
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RETAIL

For the six-month period ended June 30, 2013, the Retail Business posted net income of
P1.78 billion from P1.03 billion of the same period in 2012 for an increase of 72%. This
was contributed by the significant increase in sales as a result of additional operating stores
this year; improved gross profit due to higher level of suppliers support and overall
management effort.

Net Sales

For the six-month period ended June 30, 2013, the Retail Business posted total net sales of
P33 billion representing an increase of P9.7 billion compared to B23.3 in 2012 of the same
period. Contributing to this increase were the sales from new stores of 2012 fully
operating in 2013, and from the acquired stores last year namaly S&R and Company E.

Gross Profit

The Retail Business posted an increase of 57% in gross profit for the six-month period
ended June 30 from P3.7 billion in 2012 to P5.8 billion in 2013 largely driven by strong
sales growth and higher level of suppliers’ support by way of rebates and conditional
discounts grated during the period .

Other Operating Income

Other operating income increased by P352 million or 54% from PE52 million in 2012 to 1
billion in 2013. This includes increase in concessionaire income, commissions due from
renting of product locations in store aisles to suppliers and renting of booths to third party
ratailers, as weil as increase In display allowances of the new stores and newly acquired
subsidiaries including membership income from consolidation of S&R.

Operating Expenses

Operating expenses increased by P1 billion or 52.3% from P2.9 billion in 2012 to R4.4
billion in 2013. Majority of the increase was due 1o manpower cost, rent expenses relative
to new lease contracts, utilities expense, depreciation expense and taxes, all related to
opening of new stores.

Other Income - net

Other income — net increased by R221 million or 192% from R115 million charges in 2012
to B106 million income in 2013. This was due to the decrease in loans payable and income
fram money market placemeants.

REAL ESTATE

Real estate business posted P874 million revenue in the six-month period ended June 30,
2013 or a 172% increase from R321 million in the previous year. The increase was
attributable to the newly constructed buildings that started operations in the last guartar of
2012 including those located in  San Juan, Batangas, Anabu, Cavite; Subic, and building 2
in Divisoria 299,

Income from operations before depreciation and amortization also increased to Ph45 million
or a431% from last year's P103 million. This was basically due to the significant increase
in revenue while increase in operating expenses is slight as these are mostly fixed in nature.
The completion in 2012 of the projects under construction in the previous years contributed
a lot since their revenues can already cover their corresponding expenses. Finance cost
decreased from 151 million to P58 million as a result of a lower bank borrowings in this
period compared to last year's same period. Bank borrowings were partly paid off in
significant amount last December,
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With the above, nel income for the period resulted to P316 million or a 326% increase from
last year's losses of B140 million,

LIQUOR DISTRIBUTION

Revenue of the Liquor Business increased to P1.4 billion or a 45% growth from last year's
PO6E6 million for the six-month period ended June 30, 2013. Sales volume increased
significantly as contributed by many factors, principal of which is the positive impact of the
new tax regime implemented at the start of the year. The low excise tax also enabled the
Group to trade promotions and volume discounts to wholesalers which increased their
purchases. Income from operations before depreciation and amortization jumped to £259
million or a 363% increase from last year's P56 million. Improvement of the gross profit
rate had contributed also to this as a result of lower excise tax law being implemented.

OIL STORAGE

Revenue for the first semester of 2013 amounted to P102 million while income from
operations before depreciation and amortization was P94 million. The business commenced
operations only in November, 2012, hence there was no revenue and income for the first
quarter of 2012,

Revenue decreased by 58% in the first semester of 2013 from last year's P2 million to this
year's RB1 million of the same period due mainly to the decrease in the share in revenus
received from SC-14 B1 (Nerth Matinlog). Loss from operations before depreciation and
amortization amounted to P15 million which was offset by the finance income of P30
million earned from money market placements. With the above, net income amounted to
B26 million or a 963% increase from last year's P2 million of the same period.
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Il. FINANCIAL CONDITION

The table balow shows the linancial condition of

31, 2013 and as o conglomerate starting June 1, 2013,

Table 3: Consolidated Statements of Financial Position

Cosco as a mining company until May

June 30, Decernber % of
firy enilliors) 2013 31, 2012  Mavement  movemant
ASSETS
Currenmt Assels
Cash and cash aguivalents 15.926 939 14,927 1495 %
Receivables - net 2,165 19 2138 11473%
Inventonhes B.B46 B.646
Prepad expenses and other current assets 1.619 2 1,617 72724%
28.345 1,020
NONCURRENT ASSETS
Noncurrant Asseta
Property and equipment - net 12,467 160 12.307 TET4%
Available-tor-sala financial assets 66 41 14 34%
Investmant properties 11.617 11,517
Intangible assats 17,801 17.801
Datorred oll and minaral exploration costs 151 160 1 0%
Daferred tax assets - nel 21 & 16 318%
Deposit for Tuture stock subscription aco 300
Others 1,292 3 1,280 48508%
43,606 358
TOTAL ASSETS 71,951 1,378
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LIABILITIES AND EQUITY

LIABILITIES

CURRENT LIABILITIES
Accounts payable, sccrusd sxpenses and other

3 ‘8,428 330698%

liabilities B.576
Income tax payable 3486 -346  -77968%
Loans payable and current portion of long term
debts 4,805 -4,808
13,727 3
NONCURRENT LIABILITIES
Retiremant banolits lability 1856 185
Deferred tax hatulitios 939 899
Long 1erm debts - net of current portion 2,964 -2.964
Others 1.687 -1,887
5.834
Total Liabilities 19.562 3

EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT COMPANY

Equity
Capital stock 7.405 1.276 -6,130 -4B1%
Additional Paid in capital - net 10.004 10,004
Troasury stock -3,913 ama3
Cumulative unrealized gain an AFS financial
asgels 3 3 -2%
Merger resarve 24,136 -24,135
Aetained sarmings. 409 o8 311 317%
Total Equity Attributable to Equity Holders of Parent
Company 38.044 1.376
MNon-contralling interest 14,345 -14,345
52,389 1,376
TOTAL LIABILITIES AND EQUITY 71,851 1,379

Financial position of the Group as at June 30, 2013, as presented above, IS basically the
same with that which was prepared on a pro-forma basis except for the stockholders’
equity as the share-swapping transaction transpired only in June. The stockholders’ equity
had increased significantly for the 2nd quarter of 2013. Components and movement of
stockholders’ equity is presented in the statements of changes in equity as attached in

Section A,

For companson and analysis purposes, a pro-forma statement ol financial position is also

presented:
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Table 4: Pro-forma Statements of Financial Position

June 30, Decambear % ot

{in milfiorng) 2013 31, 2012 Movement  movement

ASSETS

Current Assets
Cash and cash eguivalents 15,926 10,701 5,224 49%
Receivables - net 2,155 2,482 -327 ~13%
Inventories 8.646 7.135 1.510 21%
Prepmd expenses and other current
assels 1.619 1.428 181 13%

28,345 21,747

NONCURRENT ASSETS

Noncurreni Assels
Property and eguipment - net 12,467 10,627 1,940 18%
Investment properties 11.517 11,750 -233 -2%
Intangible assets 17.801 17,432 369 2%
Available-for-sale financial assets B85 51 4 B%

Deferred ol and mineral exploration
Costs 151 160 1 0%
Dofarred tax assaets - nat 21 40 -18 -47%
Deposit far tuture stock subseription 300 300
Others 1.292 1,184 108 9%

43,6086 41,135
TOTAL ASSETS 71,951 62,881
LIABILITIES AND EQUITY
LIABILITIES
CURRENT LIABILITIES

Accounts payable, accrued expenses )

“and other liabilities B.576 11,474 2,808 25%
Income tax payable 346 500 164 31%
Loans payable and current portion of
long term debts 4,805 4,678 127 -3%

13,727 16,652

NONCURRENT LIABILITIES

Retirement benafits liability 185 164 -21 13%
Deferred 1ax labilities 999 1.059 81 6%
Long term debts - net of current portion 2.964 4,909 1,945 a40%
Others 1.687 1,308 -378 -29%

5.834 7.441

Total Liabilities 19,562 24.093
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EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT COMPANY

Equity
Capital stock 7.406 G262 -1,143 -18%
Additional Paid in capital 10,028 24 -10,004 -42347%
Treasury stock -633 -2886 348 -122%
Cumutative unrealized gain on AFS
financial assets 3 3 0%
Retained earmings 21,241 19,307 -1,933 -10%
Total Equity Attributable 1o Equity Holders
of Parent Company 38.044 25,311
Non-controlling interest 14,345 13,477 -868
52,389 38.788
TOTAL LIABILITIES AND EQUITY 71,951 62,881

Current Assets

Cash and cash equivalents amounted to P15.9 billion as of June 30, 201 3 with an increase
of P5.2 billion from December 31, 2012 or @ 49% increase due basically to the receipt of
the P12 billion worth of capital stocks subscribed and collected from various new investors
last June as the aftermath of the primary placement offering in May 2013. This was offset
by the significant decrease in cash of the retail business because of its prepayment of its
long-term corporate notes, settlement of trade liabilities, payment of 2012 cash dividends
and capital expenditure for new stores expansion and acquisition.

Receivables decreased by 13% from last year's balance of P2.5 billion to this pariod's
balance of P2.1 billion due significantly to the Retail Business’ decrease of P363 million
for the same period.

Inventories increased by 21% from 2012 balance of P7.1 billion to this period’s balance of
PB.6 billion due to the increasing size of the Retall and Liquor Business. Bulk of the
inventory pertains to the merchandise of the Retail Business which amounted to 7.7 billion
with an increase of P1.1 billion principally due to stocking requirements of existing and new
oparating stores.

Prepaid expenses and other current assets increased by P191 million or 13% at the end of
June 2013 which was contributed significantly by the Retail Business in connection with
their opening of new stores which caused them prepayments of rent, insurance, laxes,
parmits and licenses and Input taxes.

Noncurrent Assets

As at June 30, 2013 and December 31, 2012, total noncurrent assets amounted to P44
billion or 60% of total assets, and P41 billion or 65% of total assets, respectively, for an
increase PR3 billion or 7% as &t June 30, 2013:

Property and equipment pertains to the buildings and equipment owned by the Retail
Business. Book values of property and equipment increased by P1.9 billion or 18% from
P10.5 billion in December 2012 to P12.5 billion in June 2013. This was due principally to
additional capital expenditures incurred for the development and establishment of new
stores during the currant pariod.
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Investment properties pertains to the land, buildings and equipment owned by the Real
Estate Business. Book values of property and equipment decreased by P233 millien or 2%
from P11.8 bilion in December 2012 1o R11.5 billion in June 2013. This was due
principally to additional capital expenditures incurred for the development and establishment
of new stores during the current period.

Available-for sale-financial assets consisted of investments in trading securities P35 million
of which was contributed by the Retail Business and the balance from the Holding Company
itself. The total of the securities amounted to P55 million as of June 30 with an 8%
increase in value,

Other noncurrent assets increased by P108 million or 9% from P1.2 billion in December
7012 to P1.3 billien in June 2013. About 86% of these assets ware contributed by the
Retail Business and the increase was primarily due to increase in security deposits in
relation to new leases scquired for new stores development.

Current Liabilities

As at June 30. 2013 and December 31, 2012, total current liabilities amounted to P14
pillion and P17 billion respectively, for a decrease of B3 billion or 18% as at June 30,
2013.

About 85% of sccounts payable and accrued expenses pertains to the trade payable 1o
suppliers by the Retall Business and the balance mostly to the contractors and suppliers of
the Real Estate Business. The decrease by P3 billion or 26% was primarily due to net
settlement of trade liabilities and payment of cash dividend to stockholders by the Retail
Business.

Significant part of the income tax payable pertains to that of the Retail business. The
decrease of P154 million from PS00 million in December 2012 to P346 million in June 2013
was due to settlements made by the businesses as at June 30, 2013,

Noncurrent Liabilities

As at June 30, 2013 and December 31, 2012, total noncurrent liabilities amounted 1o B5.8
billion B7.4 billion, respectively, for a decrease of P1.6 billion or 22% as at June 30, 2013.

Retirement banefits liability pertains mostiy to the Retail Business which is about 96% of
this account and the rest to other businesses. The increase was due to recognition of
obligation incurred based on the latest independent actuarial report in accordance with PAS
19 — Employee Benefirs.

Long term debts pertain to the Retall Business new loans with banks to finance its
axpansion. Long-term debt pertaining to the Retall Business corporate noles as of
December 31, 2012 was fully settled as at June 30, 2013, New loans with the banks to
finance its expansion were obtained,

MNoncurrent accrued rent, which is the major compenent ol other noncurrent liabilities,
increased by P218 million or 19.4% from P1.1 billion in December 2012 ta P1.3 billion in
June 2013 due to recognition of rent expense for lease contracts entered into by the Parent
Company and its subsidiaries in compliance with PAS 17 - Leases.
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1l. Sources and Uses of Cash

The Company's primary source of liquidity is cash provided from investing activities (e.g.
interest income). Principal uses of cash are operating expenses and project developments.
The Company did not use any debt financing.

A brief summary of cash flow movements is shown below:

Activities 2013 2012
Cash flows used in operating activities (28,234.430) (7,970,384}
Cash flows from investing activities 1,938,649,271 17,848,017
Cash flows from financing activities 13,016.264,216 -
Effects of foreign exchange rate on cash and cash

gquivalants 208,676 1996,212)
NET INCREASE IN CASH AND CASH EQUIVALENTS 14,926,885,733 B,881,421

Net cash used in operations for the period is £28 million basically refers to operating
expenses for the period adjusted by changes in current asseis and current liabilities.

The bulk of the net cash flow provided by investing activities was generated from the cash
balance of subsidiaries consolidated with the Parent's cash and cash equivalents.

Cash and cash equivalents from investing activities were generated from tha receipt of the
P12 billion worth of capital stocks subscribed and collected from various new investors last
June as the aftermath of the primary placement offering in May 2013.

Management believes that the current levels of internally generated funds and additional

capital issuance are needed to meet the Groups's immediate future cash needs and current
waork program commitments,
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(2.) 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}

(i)

(iv)

vl

{wi)

{wail

{wiii)

{ix)

Due to the company's sound financial condition, there is no foresesable trend or
gvent that may have a material impact on its short-tarm or long-term liguidity.
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 if the need arises.

There are no events that will trigger direct or contingent financial obligation that
is material 10 the company, including any default or acceleration of an obligation;
There are no material off-batance sheet transactions, arrangements, obligations
lincluding contingent obligations), and other relationships of the company with
unconsolidated entities or other persons created during the year.

There is no materal commitment for capital expenditures other than those
performed in the ardinary 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 {rom
continuing oparations

There is no significant element of income not arising from continuing operations.

The causes for the material changes in the financial statements from 2012 to
2013 are explained in the management's discussion and analysis of operations.

There have been no seasonal aspects that had a materal effect on the financial
condition or results of the company’s operations except for the liguor business
which revenue comes in significant amount during gift-giving Christmas season.
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PART II--OTHER INFORMATION

Disclosure not made under SEC Form 17-C - None
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COSCO CAPITAL, INC. AND SUBSIDIARIES

(Formerly Alcorn Gold Resources Corporation)

INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

As at Jure 30, 2013 and December 31, 2012
{in Philippine Pesol

MNOTES 2013 2012*
ASSETS
Current Assets
Cash and cash equivalents = 15,925,691,132 998,705,359
Receivablas - nat 7 2,164,631,786 18,616,967
Inventories 9 8,645,693,327 -
Prepaid expenses and ather current assets 10 1,619,222,696 2,223,481
28,345,138,940 1,019,545 847
MONCURRENT ASSETS
Moncurrent Assets
Available-for-sale financial assets 8 54,859,107 41,002,675
Property and egquipment - net 11 12,467,178.174 160,378,421
Investment properties 12 11,817,478,001 =
Intangible assets 13 17.801.419,626 3
Deferred oil and mineral exploration costs 150,887.444 160,157,782
Deferrad tax assets - net 21,279,316 5,075,324
Deposit for future stock subseription 14 300,000,000 -
Others 1,292,466,192 2,658,958
43,605,667,861 359,273.170

TOTAL ASSETS

71,950,706.801

1,378,819.017




LIABILITIES AND EQUITY

LIABILITIES

CURRENT LIABILITIES
Accounts payable, accrued expenses and other

liabilities 16 B8.576,010,036 2,548,862
Income tax payahle 346,214,674 443,471
debts 16 4,805,031,450
13,727,256,061 2,992,333
NONCURRENT LIABILITIES
Retirement benafits liability 22 184,671,435
Deferred tax liabilities 998,675,438 -
Long term debts - net of current portion 16 2.963,700,000 -
Others 1.687.416,800 -
5.,834.463,673 -
Total Liabilities 19,661,719,733 2,892,333

EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT COMPANY

Equity
Capital stock 18
Additional Paid in capital - net 1B

Treasury stock
Cumulative unrealized gain on AFS financial assets
Retained earnings

7,405,263,564
10,004,257,991

(3,912,834,449)
2,623,692
24,544,245,639

1,275,000,000

2,623,692
98,202,992

Total Equity Attributable to Equity Holders of Parent
Company
Mon-controlling interest

38,043,586,437
14.345,390,631

1,375,826 684

52,388,987.068

1,375,826,684

TOTAL LIABILITIES AND EQUITY

71.950,706,801

1,378,819,017

{See Motes to Findncial Statemantsl

*Daes not inciude infarmation for subsidiaries acquired in May 2013 {see Note 1 10 the conso

lidated financial statements)



COSCO CAPITAL, INC. AND SUBSIDIARIES
(Formerly Alcorn Gold Resources Corporation)
INTERIM CONSOLIDATED INCOME STATEMENTS

For the Six Months Ended June 30, 2013 and 2012
{In Philippine Peso)

NOTES 2013 2012*
REVENUES 18 6,256,600,685 2,501,948
COST OF SALES (exciuding depreciation and amortization 20 4,980,896.219 727,763
GROSS PROFIT (before depreciation and amortization) 1,276,604.,466 1,774,185
OTHER OPERATING INCOME 21 199,950,145 +
1.475,554,611 1,774,185
OPERATING EXPENSES (exciuding depreciation and
amortization) 22 683,161,564 9,136,372
INCOME FROM OPERATIONS (before depreciation and
amortization) 792,393,046 (7,362,187}
OTHER INCOME - net 23 24,879,054 8,780,046
INCOME BEFORE DEPRECIATION AND
AMORTIZATION AND INCOME TAX 817,272,100 1,417,859
DEPRECIATION AND AMORTIZATION EXPENSE 26 83,131,417
INCOME BEFORE INCOME TAX 724,140,683 1,417,859
INCOME TAX EXPENSE 235.843.441 2
NET INCOME FOR THE PERIOD 488,297,242 1,417,858
MNet Income Attributable to:
Equity holders of the Parent Company 311,182,062 1,417,859
hon-controlling interests 177,115,180 -
488,297,242 1,417,859
Eam%ng_s per share (Annualized) 0.4820 0.000085
0.1377 0.000020

Earnings per share |Actual]

|Sew Mates 1o Financial Statements

*Daes nat mclude information for subsidisres azquired in May 2013 (ses Note 1 te the gongalidsted financial statemantsl



COSCO CAPITAL, INC. AND SUBSIDIARIES
(Formerly Alcorn Gold Resources Corporation)
INTERIM CONSOLIDATED INCOME STATEMENTS
For the Three Months Ended June 30, 2013 and 2012

{n Philippire Pasal

2013 2012*
REVENUES 6,255,904.444 -
COST OF SALES (excluding deoreciation and amortization) 4,980,471,089 276,341
GROSS PROFIT /before depreciation and amartization) 1,275,433,366 (276,941)
OTHER QPERATING INCOME 199,950,145 -
1,475,383,500 1276,941)
OPERATING EXPENSES lexcluding depreciation and
amartization) 700,362,733 5,006,213
INCOME FROM OPERATIONS (before depreciation and
amartization) 776,020,767 15,283,154}
OTHER INCOME - net 1,881,083 6,156,167
INCOME BEFORE DEPRECIATION AND AMORTIZATION
AND INCOME TAX 776,901,849 B73,013
DEPRECIATION EXPENSE 93,069,716 -
INCOME BEFORE INCOME TAX 683,832,133 873,013
INCOME TAX EXPENSE 235,843,441 -
NET INCOME FOR THE PERIOD MT,BEB.EEZ 873,013
MNet Income Attributable to:
Equity holders of the Parent Company 270,873,513 873,013
MNon-controlling interests 177,115,180 -
447,988,693 B73.,013

*Gies not nclude informatian for subsidiaries acquired in May 2013 {sea Mote 1 to the consalidated financial statements)
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COSCO CAPITAL, INC. AND SUBSIDIARIES

(Formerly Alcorn Gold Resources Corporation)

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Six Months Ended June 30, 2013 and 2012
1In Phifippine Paso)

MOTES 2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Profit bafore tax 724,140,683 873,013
Adjustments for:

Depreciation 26 93,069,716 321,142

Finance cost 18 15,222,704 769, 969)

Retirement banefit expense 24 3,400,695 -

Unrealized forsign exchange loss {gain) {206.676) 996,212

Finance income 23 (14,760,326} (8,010,077
Operating cash flows befora

changes in waorking capital 820,866,796 (6,588,679
Decreass (Increase) in operating assets:

Receivables {127.350,619) 334,132

Advances to related parties 661,247,329 -

Inventories 76,723,644 .

Prepayments and othar current assets 203,586,629 16.978)

Other non-current asseals 3,389,138 .
Decrease in operating liabilitiss:

fccounts payable, accrued expenses and other liabilitie {1,303.549,795) (1,351,700}

Advances from related parties (60,482,990) -

Trust receipts payable 16,293,430)

Deferred credits (87,427,609)

Other non-current ligbilities {70,010,990) =
Cash generated from (used inl operations 120,698,203 i7.614,2286)
Income taxes paid {148,932,633) (356,158]
Wet cash used in operating activities {28,234,430) (7,970,384}




CASH FLOWS FROM INVESTING ACTIVITIES
Cash procesds from business combinatian
Procesds on sale of financial assets

2,809,649,499 -
36,711,126 10,834,152

Finance Income recelved 14.760.326 (996,212)
Dividends raceived - 8,010,077
Payments far property and equipment {673.264.317) -
Payments for investment property {48,383 ,348) .
Payments for intangible assets 5,637 .
Paymaents for oil and mineral exploration {729,662) -
Paymems lor deposit for future stock subscription 14 {300,000,000) =
MNat cash rom Investing activities 1.938.649,271 17,848,017
CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issuance of capital stock 18  12,000.000.001

Finance costs paid (15,222.704)

Paymants for share issue cost 18 (862,844,867

Proceads from loan borowwings

1.884,331,786 -

MNet cash from financing activities

13.016.264,216

EFFECTS OF FOREIGN EXCHANGE RATE
CHANGES ON CASH AND CASH EQUIVALENTS

206.676 1996,212)

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTSAT BEGINNING
OF PERIOD

14,926,886,733 8,881,421

998,706,399 540,013,338

CASH AND CASH EQUIVALENTS AT END
(OF THE PERIOD
S

16,925,691,132 548,894,767
== = e

(S0 Noton 1o Finarcial Statameants)



COSCO CAPITAL, INC. AND SUBSIDIARIES

{Farmerly Alcorn Gold Resources Corporation)

INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

As at June 30, 2013 and December 31, 2012
{in Philippine Peso}

MOTES 2013 2012
ASSETS
Current Assets
Cash and cash equivalents B 15,925,691,132 598,705,389
Receivables - net 7 2,154,631,785 18,616,967
Inventories 2| 8.645,693,327 -
Prepaid expenses and other current agsats 10 1,619,222,696 2,223,481
28.345,138,940 1,019,545,847
NOMCURRENT ASSETS
Noncurrent Assals
Avyailable-for-sale financial assets a 54,859,107 41,002,676
Property and equipment - net 1 12,467,178,174 160,378,421
Investment properties 12 11.617.478.001 -
Intangible assats 13 17.801,419,626 -
Deferred oil and mineral exploration costs 160,887,444 150,157,792
Deferred tax assets - net 21,279,316 5,075,324
Deposit for future stock subscription 14 300,000,000 -
Others 1,292.466,192 2,658,958
43,605.,567.861 359,273,170

TOTAL ASSETS

71,950,706,801

1,378,819,017




COSCO CAPITAL, INC. AND SUBSIDIARIES
(Formerly Alcorn Gold Resources Corporation)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. CORPORATE INFORMATION

Coseco Capital, Inc. (formerly Alcorn Gold Resources Corporation) {the Parent Company)
was incorporated and registered with the Philippine Securities and Exchange
Commission (SEC) on January 19, 1388 with the primary purpose of engaging in
exploration, development and production of cil and gas and metallic and nonmetallic
reserves in partnership with other companies or in its individual capacity. The
Company's shares of stock are traded in the Philippine Stock Exchange (PSE) since
September 26, 1988, the same date the Company attained its status of being a public
company.

On October 8, 19399, the stockholders approved the amendment of the Parent
Company's primary purpose from an oil and mineral exploration and development
corporation inta a holding company so that it may pursue other businesses as
opportunity comes. The original primary purpose is now included as one of the
secondary purposes of the Company. The SEC approved the amendment on January
13, 2000, The Company, as a holding company, may engage in any businass that may
add to its shareholders’ worth, It is currently conducting studies in various industries
that have high potential return such as in minerals, agriculture and power generation
and distribution.

The Company's registered office, which is also its principal place of business, is at 2nd
Floor, Tabacalera Building #2, 200 D. Romualdez Sr. Street, Paco, Manila.

The Company’s current major shareholders consist of individual and corporate Filipine
investors,

2. BASIS OF PREPARATION AND PRESENTATION OF FINANCIAL STATEMENTS
2.01 Statement of Compliance

The consolidated financial statements have been prepared in conformity with PFRS and
are under the historical cost convention, except for available-for-sale (AFS) financial
assets which are measured at fair value.

2.02 Basis of Consolidation

These financial statements are the consolidated financial statements of Cosco Capital,
Inc. and all of its subsidiaries ("the Group”),

Subsidiaries are all entities over which the group has the power to govern the financial
and operating policies so as to obtain benefit from their activities. Subsidiaries are
included from the date on which contral is transferred until the date that the control
ceases,

The Parent Company assesses control in consolidating a subsidiary. The Parent has
contral over a subsidiary when it is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its
power over the investee,



The Parent Company and the acquired subsidiaries are either from the same group or
entities controlled by the same individual shareholder. The acquisition of the
subsidiaries is a result of a restructuring to insert a new parant at the top of tha group.
The Group applies the pooling of interest method in the consclidation of financial
statements under common control.  The application of this maethod is applied
prospectively from the transaction date or from the date control is obtained.

Under the pooling of interest method, the assets and liabilities of the subsidiaries are
recorded at book value not at fair value and no goodwill is recorded, The difference
between the acquisition cost (par value of the shares issued) against the net book
value of net assets acquired is presented as part of pre-acquisition retained.  Any
expensas of the combination, except share issue cost, are recognized immediately in
the consolidated statements of comprehensive income

Intra-group transactions, balances and unrealized gains and losses on transactions
between group companies are eliminated.

Non-controlling interests in subsidiaries are presented separately from the equity
attributable to equity owners of the parent company. MNon-controlling shareholders’
interest is initially measured at the non-controlling interests’ proportionate share of the
book value of the acquiree's net assets. Subsegquent to acquisition, the carrying
amount of non-controlling interests is the amount of those interests at initial
recognition plus the non-controlling interests’ share of subsequent changes in equity.
Total comprehensive income is attributed to non-contralling Interests even if this
results in the non-contralling interests having a deficit balance.

Acquisitions or disposals of non-controlling interests which do not affect the parent
company's control of the subsidiary are accounted for as transactions with equity
holders, Any difference between the amount paid or received and the change in non-
controlling interests is recognized directly in equity.

The following the subsidiaries of the Parent company:

Percentage of Dwnami:li;a

2013 2012

Puragold Price Club, Inc. 51%

Montoesco, Inc. 100%

Meritus Prime Distributions, Inc. 100% -
Premier Wine and Spirits, Inc. 100% .
Mation Realty, Inc. 100% -
SWF Corporation 100% 5
Go Fay & Co., Incorporada 100% -
118 Holdings 100% -
Patagonia Holdings Corp. 100% -
Ellimac Prime Holdings, Inc. 100% =
Fertuna Holdings Corp. 100% .
Pure Petroleum Corp. 100% -

Furagold Price Club, Inc.

Incorporated and registered with the SEC on September 8, 1998 to engage in business
of trading goods such as consumer products (canned goods, housewares, toiletries,
dry goods, food products, etc.) on @ wholesale and retail basis.




The consoclidated financial statements also include the following indirect subsidiaries
owned through Puregold Price Club, Inc.

Percentage of Ownership

Subsidiaries 2013 2012
Kareila Management Corporation 100% 100%
PPCI Subic; Inc. 100% 100%
Company E Corporation 100% =

Montosco, |nc.

Incorporated and registered with SEC on August 13, 2008 to engage in the business
of trading consumer goods on wholesale or retail basis.

Meritus Prime Distributions, Inc.

Incorporated and registered with SEC on February 17, 2010 to engage primarily in
buying, selling, importing, exporting, manufacturing, repackaging, preparing, bottling,
and distribution on wholesale of all kinds of wines, spirits, liquors, beers and other
alcoholic and non-aleoholic beverages and drinks,

Premier Wine and Spirits, Inc.

Incorporated and registered with SEC on July 19, 1996 with a primary purpose to
engage in the business of buying, selling, distribution and marketing on a wholesale
basis, any and all kinds of beverages, spirits and liguors and to deal in any materials,
articles or things required in connection with or incidental to the importation,
exportation, manufacturing, marketing or distribution ef such products,

Mation Realty, Inc.

Incorporated and registered with SEC on March 27, 1969 to acquire by purchase or
lease, or otherwise, land and interest therein, and to own, hold improve, develop, and
manage any real estate acquired and to erect or cause to be erect or cause 1o ba
arected on any lands owned, hold or occupied by the corporation, building or other
structures with their appurtenances, and to acguire, own, lease or otherwise possess,
rebuiid, enlarge or improve any buildings or structures now or hereafter erected on any
lands; and to mortgage, sell, lease or otherwise dispose of any lands and buildings or
other structures at any time owned or held by the corporation,

SWF Corporation

Incorporated and registered with SEC on June 8, 19B4 to purchase acquire, subdivide,
lease, or in any manner, hold, own, use, sell or in any manner turn to account or
dispose, of land and real estate of any class and description and thereon, or otherwise,
to erect, construct, build, lease, use, equip, operate, or in any manner turn to account
or dispose of buildings, of any kind or every kind, stores, storehouse, warehouses,
offices, agencies, factories, plants, machineries, tools, equipment of any kind, with its
appurtenances and appliances, to the fullest extent permitted by law.

Go Fay & Co., Incorporada

Incorporated and registered on July 3, 1930 with life extension for another B0 years
on July 3, 1980. Its principal activities are to sell, export, and import cigarettes and
later an, as real estate lessor,




118 Holdings

Incorporated and registered with SEC on November 11, 2008 to invest, purchase, sell ,
assign, transfer, mortgage, pledge, exchange or otherwise dispose real and personal
property or every kind and description, including shares of stocks, bonds, debentures,
notes, evidences of indebtedness, and other securities, contracts, or obligations of
corporations, associations, domestic or foraign, for whatever lawful purpose may have
been organized, and to pay therefore in whaole and in part in cash or by exchanging
tharefore stocks, bonds, or other corporation, and while the owner or holder of any
such real or personal property, stocks, blinds, debentures, notes, evidences of
indebtedness or other securities, contracts, obligations, 1o receive, collect and dispose
interest, dividends and income arising from such property and to possess and exercise
in respect theraof, all the nights, stocks so owned.

Patagonia Holdings Corp.

Incorporated and registered with SEC on March 12, 2008 to invest in, purchase,
subscribe for or otherwise acquire and own, hold, use, develop. sell. assign. pledge,
transfer, mortgage, exchange or otherwise dispose real and personal property of every
kind description, including shares of stocks, bonds, debentures, notes, evidences of
indebtedness, and other securities, contracts or obligations of any corporation, or any
other entities among othars,

Ellimac Prime Holdings, Inc.

Incorporated and registered with SEC on December 10, 2001. It is principally involved
in real estate leasing.

Fertuna Holdings Corp.

Incorporated and registered with SEC on August 24, 2009 to invest in purchase,
subscriba for or otherwise acquire and own, hold, use, develop, sell, assign, pledge,
transter, mortgage, exchange, or otherwise dispose real and personal property and
evary kind and description, including shares of stock, bonds, debentures, notes,
avidences of indebtedness, and other securities, contracts and obligation of any
corporation, or any other entities among others,

Pure Petroleum Corp.

Incorporated and registered with SEC on July 9, 2009 with primary purpose 1o engage
in the business of buying and selling of goods such as, but not limited to, to diesel,
used oil and other reiated product as may be permitted by law, in wholesale and retail
basis,

The financial staterments of the subsidiaries are prepared for the same reporting year as
the Parent Company, using consistent accounting policies.

Al intracompany balances, transactions, income and expenses resulting from
intracompany transactions are eliminated in full.

Subsidiaties are consolidated from the date of acquisition, being the date on which the
Company obtains control, and continue to be consolidated until the date that such
control ceases.

Non-controlling interests represent the portion of profit or loss and net assets not held
by the Company and are presented separately in the consolidated statements of
income and within stockholders’ equity in the consolidated balance sheets, separately
from equity attributable to equity holders of the parent.



2.03 Functional and Presentation Currency

ltems included in the financial statements of the Group are measured using Philippine
Peso (P), the currency of the primary economic environment in which the Group
operates (the “functional currency”). All values are rounded to the nearest peso,
except when otherwise indicated.

2.04 Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent with those of the previous financial
year, except for the following amended PFRS and PAS which the Company has
adopted during the year;

PFRS 7 (Amended), Financial Instruments: Disclosures - Offsetting Financial
Assets and Financial Liabilities

Tha amendment requires disclosing information that will enable users to evaluate
the effect or potential effect of netting arrangements on an entity's financial
position. The amendments are effective for annual periods beginning on or after
January 1, 2013 and interim periods within those annual periods. An entity shall
provide the disclosures required by those amendments retrospectively,

PFRS 10, Consolidated Financial Statements

The Standard establishes the principles for the presentation and preparation of
consolidated financial statements when an entity controls one or more other
antitias,

The Standard defines the principle of control and establishes control as the basis
for determining which entities are consolidated In the consolidated financial
statements. This PERS will supersede PAS 27, Consolidated Financial Statements
and Separate Financial Statements and SIC 12, Consolidation -Special Furpose
Entities.

PFRS 10 is effective for annual periods beginning on or after 1 January 2013, with
earlier application parmitted.

PFRS 12, Disclosure of Interests in Other Entities

The Standard applies to entities that have an interest in a subsidiary, a joimt
arrangement, and an associate or an unconsolidated structured entity. It benefits
the users by identifying the profit or loss and cash flows available to the reporting
entity and determining the value of current or future investment in the reporting
antity.

PFRS 12 is effective for annual pericds beginning on or after 1 January 2013, with
aarlier application permitted,



PFRS 13, Fair Value Measurement

The Standard explains how to measure fair value for financial reporting, It defines
fair value as the price that would be received to sell an asset or paid to transfer a
liakility in an orderly transaction between marketl participants at the measurement
date. It emphasizes that fair wvalue is market-based not an entity-specific
measurement; hence an entity's intention to hold an asset or to settle or otherwise
fulfil a liability is not relevant when measuring fair value. It was developed to
eliminate inconsistencies of fair value measurements dispersed in various existing
PFRSs. It clarifies the definition of fair value, provides a single framework for
measuring fair value and enhances fair value disclosures.

PFRS 13 is effective for annual periods beginning on or after 1 January 2013, with
earlier application permitted.

PAS 1 Presentation of ftems of Other Comprehensive Incarme

To impraove the presentation of items of OCI, amended PAS 1 require entities to
group items presanted in the OCI on the basis whether they would be rectassified
to (recycled to) profit or loss subseguently.

The amendments did not address which items should be presented in the OCl and
did not change the option to present OCI items either befare or net of tax.

Those amendments are effective for annual periods beginning on or after July 1,
2012. Earlier application is permitted,

FAS 19 (Amended) Employee Benefits

Significant changes to this standard include removal of corridor approach;
immediate recognition of past service costs; presentation ol remeasurements on
defined benefit plans in other comprehensive income; new recognition criteria on
termination benefits; and improved disclosure requiremants,

The amended standard comes into effect for accounting periods beginning on or
after January 1, 2013, Earlier application is permitted.

PAS 2B (Revised), lnvestment in Associates

The amendments 1o PAS 28 are result of the completion and issuance of a new
standard on joint arrangements, the PFRS 11 Joint Arrangements. As a result,
PAS 28 will now be titled as Investment in Associates and Joint Ventures
incorporating requirements for joint ventures.

The amended standard is applicable to annual pericds beginning on or after January
1, 2013, Earlier application is permitted.

Improvements to PFRS (20711) — Effective for annual periods beginning on or after
January 1, 2013, Earlier application is permitted.

PAS 1, Fresentation of Financial Statements - The improvements in this PFRS
clarifies that when an entity changes an &ccounting policy, or makes a
retrospective restatement or reclassifications it shall present:

al the opening statement of financial position should be presented as at the
beginning of the required comparative period; and

bl related notes are not required to accompany this opening statement of
financial position,



The objective of financial reperting was also updated to reflect the conceptual
framework,

PAS 16, Property. Plant and Equipment - It clarifiss that servicing equipment
should be classified as property, plant and equipment when it is used during more
than one period and as inventory otherwise,

PAS 32, Financial instruments: Presentation - It clarifies that income tax relating to
distributions to holders of an equity instrument and income tax relating to
transaction costs of an equity transaction should be accounted for in accordance
with PAS 12, Income Taxes.

PAS 34, interim Financial Reporting - It clarifies that the requirements in PAS 34
relating to segment information for total assets for each reportable segment in
order to enhance consistency with the requirements in PFRS B, Operating
Segments. The amendment clarifies that total assets for a particular reportable
segment need to be disclosed only when the amounts are regularly provided to the
chief operating decision maker and there has been a material change in the total
assets for that segment from the amount disclosed in the last annual financial
statemeants.

The standards that have been adopted are deemed 1o have no material impact on the
consolidated financial statements of the Group.

2.05 Future Changes in Accounting Policies

The Company did not early adopt the following standards and Philippine Interpretations
that have been approved but are not yet effective. The Company will adopt these
standards and interpratations on their effective dates.

PFRS 9, Financial Instruments: Classification and Measurement

PERS 9, Financial Instruments, issued in November 2009 and amended in October
2010 introduces new requirements for the classification and measurement of
financial assets and financial liabilities and for derecognition,

PFRS 9 requires all recognised financial assets that are within the scope of PAS 39,
Financial Instruments: Recognition and Measurement, to be subsequently measured
at amortized cost or fair value. Specifically, debt investments that are held within a
business modal whose objective is to collect the contractual cash flows, and that
have contractual cash flows that are solely payments of principal and interest on
the principal outstanding are generally measured at amortized cost at the end of
subsequent accounting periods. All other debt investments and equity investmeants
are measured at their fair values at the end of subsequent accounting periods,

The most significant effect of PFRS 9 regarding the classification and measurement
of financial liabilities relates to the accounting for changes in fair value of a
financial liability (designated as at fair value through profit or less) attributable to
changes in the credit risk of that liability. Specifically, under PFRS 9, for financial
liabilities that are designated as at fair value through profit or loss, the amount of
change in the fair value of the financial liability that is attributable to changes in the
credit risk of that liability is recognized in other comprehensive income, unless the
recognition of the effects of changes in the lisbility’'s credit risk in other
comprehansive income would create or enlarge an accounting mismatch in profit or
loss. Changes in fair value attributable to a financial liability's credit nsk are not
subsequently reclassified to profit or loss. Previously, under PAS 39, the entire
amount of the change in the fair value of the financial liability designated as at fair
valua through profit or loss was recognized in profit or loss.



PFRS 9 is effective for annual periods beginning on or after 1 January 2015, with
earlier application parmitted.

o PAS 32 |Amended), Financial Instruments: Presentation - Offsetting of Financial
Assefs and Liabilitios

The amendment provided additional application guidance for offsetting in
accordance with PAS 32, The amendments clarified the meaning of "currently has
a legally enforceable right of set-off” and that some gross settlement systems may
be considered equivalent to net settiement. These amendments are effective for
annual periods beginning on or after January 1, 2014 and should be applied
retrospectively. Earlier application is permitted.

s PAS 36 (Amended), Impairment of Assets

The amendment requires to disclose the recoverable amount of of impaired assets.
It clarifies that the scope of those disclosures is limited to the recoverable amount
of impaired assets that is based on fair value less costs of disposal.

The amendment is to be applied retrospectively for annual periods beginning on or
after January 1, 2014, Earlier application s permitted for periods when the entity
has already applied IFRS 13.

s [FRIC 15, Agreements for the Construction of Real Estate

The Interpretation addresses how entities should determine whether an agreement
for the construction of real estate is within the scope of PAS 11, Construction
Contracts, or PAS 18, Revenue. and when revenue from the construction of real
estate should be recognized, The requirements have not affected the accounting
for the Group's construction activities. Effectivity ol this interpretation has bean
defarred until the the final Revenue standard Is Issued by International Accounting
Standards Board (IASB), and an evaluation of tha requirements of the final Revenue
standard against the practices of the Philippine real estate industry is completed.

SIGNIFICANT ACCOUNTING POLICIES

Principal accounting and financial reporting policies applied by the Group in the
preparation of its financial statements are enumerated below and are consistently
applied to all the years presented, unless otherwise stated.

3.01 Financial Assets

Financial assets are initially measured at fair value, plus transaction costs, except for
those financial assets classified as at fair value through profit or loss, which are initially
measured at fair value.

Day 1 Difference, Where the transaction price in a non-active market is different from
the fair value based on other observable current market transactions in the same
instrument or based on a valuation technigue whose variables include only data from
observable market, the Company recognizes the differance between the transaction
price and fair value (s ‘Day 1° differencel in the consolidated statements of income
unless it qualifies for recognition as some other type of asset. In cases where
unobservable data is used, the difference between the transaction price and model
value is only recognized in the consolidated statements of income only when the inputs
become observable or when the instrument is derecognized. For each transaction, the



Company determines the appropriate method of recognizing the '‘Day 1° difference
amount,

Financial assets that are subsequently measured at cost or at amortized cost and
where the purchase or sale are under a contract whose lerms require delivery of such
within the timeframe established by the market concerned are initially recognized on
the trade date.

Financial assets are classified into the following specified categories: financial assets at
fair value through profit or loss (FVTPL), ‘available-for-sale” (AFS) financial assets,
held-to-maturity investments and loans and recelvables. The classification depands on
the nature and purpose of the financial assets and is determined at the time of initial
recognition,

The Group’s financial assets include cash and cash equivalents, receivables, available-
for-sale financial pssets, advances to related partias and deposit for future stock
subscription.

Effective Interast Maethod

The effective interest mathod is @ method of calculating the amortized cost of a debt
instrument and of allocating interest income over the relevant period. The effective
interest rate Is the rate that exactly discounts astimated future cash receipts including
all fees on points paid or received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts, through the expected life of
the debt instrument, or, where appropriate, a shorter period to the net carrying amount
on initial recognition.

Income is recognized on an effective interest basis for debt instruments other than
those financial assets classified as at FVTPL.

Amortized Cost

Amortized cost is computed using the affective interest rate method less any
allowance for impalrment and principal repayment or reduction. The calculation takes
into account any premium or discount on aequisition and includes transaction costs
and fees that are an integral part of effective interest rate.

Financial Assets a1t FVTPL

Financial assets are classilied as at FVTPL when the financial asset is eitheér held for
trading or it is designated as at FVTFPL.

Financial assets at FVTPL are stated at fair value, with any gains or losses anising on
remeasurement recognized In profit or loss subsequently. The net gain or loss
recognized in profit or loss incorporatas any dividend or interest earned on the financial
asset and is Included in the consolidated income statements,



Available-for-sale Financial Assats

Listed shares held by the Group that are traded in an active market are classilied as
being AFS and are stated at fair value. The Group also has investments in unlisted
shares that are not traded in an active market but are also classified as AFS financial
assets and stated at fair value, because the directors consider that fair value can be
reliably measured. Fair value is determined in the manner described in Note 24. After
initial measurement, AFS financial assets are measured at fair value with unrealized
gains or losses. Unrealized gains and losses arising from changes in fair value are
racognized in other comprehensive income and accumulated in the investments
revaluation reserve with the exception of impairment losses, interest calculated using
the effective interest method, and foreign exchange gains and losses on monetary
assets, which are recognized in profit or loss. Where the investment is disposed of or is
determined to be impaired, the cumulative gain or loss previously accumulated in the
investments revaluation reserve is reclassified 1o profit or loss. The Group also has
investments in unlisted shares that are not traded in an active market and are stated at
acquisition cost and reduced at each reporting period by any impairment in value.

Non-derivative available-for-sale financial asset may be reclassified to loans and
receivable category that would have met the definition of loans and receivables il there
is an intention and ability to hold that financial asset for the foreseeabla future or until
maturity.

Dividends on AFS equity instruments are recognized in profit or loss when the Group's
right to receive the dividends is established.

The fair valus of AFS monetary assets denominated in a foreign currency is determined
in that foreign currency and translated at the spot rate at the end of the reporting
period. The foreign exchange gains and losses that are recognized in profit or loss are
determined based on the amortized cost of the monetary asset. Other foreign
axchange gains and losses are recognized in othar comprehensive incoma.

Loans and Receivables

Trade recelvables, loans, and other receivabies that have fixed or determinable
payments that are not guoted in an active market are classified as 'loans and
receivables’. Loans and receivables are measured at amortized cost using the effactive
interest method, less any impairment. Interest income is recognized by applying the
effective interest rate, excep! for short-term receivables when the recognition of
interest would be immaterial.

Impairment of Financial Assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment
at the end of each reporting period. Financial assets are impaired where there is
objective evidence that, as a result of one or more events that occurred after the initial
recognition of the financial asset, the estimated future cash flows of the investment
have been affected.

For listed and unlisted equity investments classified as AFS, a significant or prolonged
decline in the fair value of the security below its cost is considered to be objective
gvidence of impairment.
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Eor all other financial assets, including redesmable notes classified as AFS and finance
lease receivables, objective evidence of impairment ¢ould include:

significant financial difficulty of the issuer or counterparty; or
default or delinquency in interest or principal payments; or

+ it becoming probable that the borrower will enter bankruptcy or financial re-
organization.

+ the lender, for economic or legal reasons relating to the borrower’s financial
difficulty, grants the borrower a concession that the lender would not otherwise
consider

« the disappearance of an active market for that financial asset because of financial
difficulties

s observable data indicating that there is a measurable decrease in the estimated
future cash flows from a group of financial assets since the initial recognition of
those assets, although the decrease cannot yet be identified with the individual
financial assets in the group, including (i) adverse changes in the payment status of
borrowers in the group (e.g. an increased number of delayed payments or an
increased number of credit card borrowers who have reached their credit limit and
are paying the minimum monthly amount); or (il national or local economic
conditions that correlate with defaults on the assets in the group (e.q. an increase
in the unemployment rate in the geographical area of the borrowers, a decrease in
property prices for mortgages in the relevant area, a decrease in oil prices for loan
assets to oil producers, or adverse changes in industry conditions that affect the
borrowers in the groupl.

Other factors may also be evidence of impairment, including significant changes with
an adverse effect that have taken place in the technological, market, economic or legal
envirorment in which the issuer operates.

For certain categories of financial asset, such as trade receivables, assets that are
assessed not 1o be impaired individually are, in addition, assessed for impairment on a
collective basis. Objective evidence of impairment for a portfolio of receivables could
include the Group's past experience of collecting payments, an increase in the number
of delayed payments in the portfolio past the average credit period as well as
observable changes in national or lecal economic conditions that correlate with default
on receivables.

For financial assets carried at amartized cost, the amount of the impairment is the
difference between the asset's carrying amount and the present value of estimated
future cash flows. discounted at the financial asset’s original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly
for all financial assets with the exception of trade receivables, where the carrying
amount is reduced through the use of an allowance account. When a trade receivable
is considered uncollectible, it is written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited against the allowance
account. Changes in the carrying amount of the allowance account are recognized in
profit or loss.

When an AFS financial asset Is considered to be impaired, cumulative gains or losses
previously recognized in other comprehensive income are reclassified to profit or loss in
the period,
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With the exception of AFS equity instruments, if, in a subsequent period, the amount
of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impeirment was recognized, the previously recognized
impairment loss is reversed through profit or loss to the extent that the carrying
amount of the investment at the date the impairment is reversed does not exceed what
the amortized cost would have been had the impairment not been recognized.

In respect of AFS equity securities, impairment losses previously recognized in profit or
lnss are not reversed through profit or loss. Any increase in fair valug subsequent to an
impairment loss is recognized in other comprehensive income,

For financial assets carried at cost, the amount of the impairment loss is measured as
the difference between the carrying amount of the financial asset and the present
value of estimated future cash flows discounted at the current market rate of return for
& similar financial asset. Such impairment losses shall not be reversed.

Derecognition of Financial Assets

The Group derecognizes a financial asset only when the contractual rights to the cash
fiows from the asset expire, or when it transfers the financial asset and substantially
all the risks and rewards of ownership of the asset to another entity. If the Group
neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group recognizes its retained interest in
the asset and an associated liability for amounts it may have to pay. If the Group
retains substantially all the risks and rewards of ownership of a transferred financial
asset, the Group continues to recognize the financial asset and also recognizes a
collateralized borrowing for the proceeds received.

3.02 Business Combinations

Business combinations are accounted for using the pooling of interest method. The
consideration for acquisition is measured at book values of assets given, liabilities
incurred or assumed, and par value equity instruments issued by the Company in order
to obtain control of the acquiree (at the date of exchange). Cests incurred in
connection with the acquisition are recognized in profit or loss as incurred, except
share issue cost. The costs of integrating and reorganizing acquired businesses are
charged to the post acquisition profit or loss.

If the initial accounting is incomplete at the reporting date, provisional amounts are
recorded. These amounts are subsequently adjusted during the measurement period, or
additional assets or liabilities are recognized when new information about its existence
is obtained during this period

3.03 Acquisition of Non-controlling Interests

Changes in a parent's ownership interest in & subslidiary that do not result in a loss of
control are accounted for as equity transactions (i.e., transactions with owners in their
capacity as owners). In such circumstances, the carrying amounts of the controlling
and non-controlling interests shall be adjusted to reflect the changes in their relative
interests in the subsidiary. Any difference between the amount by which the non-
controlling interasts are adjusted and the fair value of the consideration paid shall be
recognized directly in stockholders’ equity and included under “Additional paid-in
capital - net” account in the stockholders’ equity section of the corsolidated balance
sheets.
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3.04 Inventory

inventories are stated at the lower of cost and net realizable value. Costs, including an
appropriate portion of fixed and variable overhead expenses, are determined using the
moving average method. Net realizable value represents the estimated selling price for
inventories less all estimated costs of completion and costs necessary to make the
sale,

When the net realizable value of the inventories is lower than the cost, the Group
provides for an allowance for the decline in the value of the inventory and recognizes
the write-down as an expense in the consolidated income statements. The amount of
any reversal of any write-down of inventories, arising from an increase in net realizable
value, is recognized as a reduction in the amount of inventories recognized as an
expense in the period in which the reversal occurs,

When inventories are sold, the carrying amount of those inventories is recognized as an
expense in the period in which the refated revenue is recognized.,

3.05 Investment Property

Investment property, which is property held to earn rentals and/or for capital
appreciation including property under construction for such purposes, is measured
initially at its cost, including transaction costs. Subseguent to initial recognition,
investment property is measured at cost less accumulated depreciation and impairment
loss.

Transfers to, or from, investrnent property shall be made when, and only when, there
is a change in use,

Land is not depreciated. Construction-in-progress is carried at cost and transferred 1o
the related investment property account when the construction and related activities to
prepare the property for its intended use are complete and the property is ready for
ocoupancy.

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

Buildings 10-256
Land improvements 25-60

Investment property is derecognized upon dispasal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from
its disposal. Any gain or loss arising on derecognition of the property {calculated as
the difterence between the net disposal proceeds and the carrying amount of the
asset} is included in profit or loss in the period in which the property is derecognized.

3.086 Property and equipment

Property and equipment are initially measured at cost. The cost of an asset consists of
its purchase price and costs directly attributable to bringing the asset to its working
condition for its intended use. Subsequent to initial recognition property and
squipment are carried at cost less accumulated depreciation and accumulated
impairment losses.
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Subsequent expenditures relating to an item of property, plant and eguipment that
have already been recognized are added to the carrying amount of the asset when it is
probable that future economic benefits, in excess of the originally assessed standard of
performance of the existing asset, will flow to the Group. All other subsequent
expenditures are recognized as expenses in the period in which those are incurred.

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

Building 15-30
Storage tanks 25
Machinery equipment 3-25
Furniture and fixtures 2-20
Office equipment 2-10
Computer softwara 5-10
Transportation eguipment 3-5
Others 3

Leasehold improvements are depreciated over the shorter between the improvements’
useful life of 3 to 20 years or the |ease term.

Properties in the course of construction for production, rental or administrative
purposes, or for purposes not yet determined, are carried at cost, less any recognized
impairment loss. Cost includes professional fees and, for qualifying assets, borrowing
costs capitalized in accordance with the Group’s accounting policy. Depreciation of
these assets, on the same basis as other property assets, commences when the assels
are ready for their intended use.

An itemn of property, plant and equipment is derecognized on disposal, or when no
future economic benefits are expected from use or disposal. Gains or losses arising
from derecognition of a property, plant and equipment are measured as the difference
batween the net disposal proceeds and the carrying amount of the asset and are
recognized in profit or loss when the asset is derecognized.

3.07 intangible Assets

Goodwill

Goodwill represents the book value amounts recognized in the consolidated financial
statements of the subsidiary and is carried in the books of the Group’s consolidated
financial statements as a result of the pooling of interest method. Goodwill is
subsequently measured at cost less accumulated impairment losses. In respect of
equity accounted investees, if any, the carrying amount of goodwill is inciuded in the
carrying amount of the investment, and any impairment loss is allocated to the carrying
amount of the equity accounted investee as a whole.

Intangible Assets Acquired Separately

Intangible assets acquired separately are initially carried at cost. Subsequently,
intangible assets with definite useful lives sre carried at cost less accumulated
amortization and accumulated impairment losses. The useful lives of intangible assets
are assessad to be either finite or indefinite.

Intangible assets with indefinite life are not amortized. However, such assets are
reviewed annually to ensure the carrying amount does not exceed the recoverable
amount regardless of whether an indicator of impairment is present. The Group
assessed the useful life of trademark and customer relationship to be indefinite. Based
on the analysis of all relevant factors, there is no foresesable limit to the period over
which the asset is expected to generate cash inflows for the Group.
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Derecognition of intangible assets

An intangible asset is derecognized on disposal or when no future economic benefits
are expected from use or disposal. Gains or losses arising from derecognition of an
intangible asset are measured as the difference between the net disposal proceeds and
the carrying amount of the asset and are recognized in profit or loss.

3.08 Impairment of Assets

At each reporting date, the Group assesses whether there is any indication that any
assets other than inventories, deferred tax assets and financial assets that are within
the scope of PAS 39 Financial Instruments may have suffered an impairment loss. If
any such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss, if any. Where it is not possible to
estimate the recoverable amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the asset belongs. When a
reasonable and consistent basis of allocation can be identified, assets are also allocated
to individual cash-generating units, or otherwise they are allocated to the smallest
group of cash-generating units for which & reasonable and consistent allocation hasis
can ba identified.

Intangible assats with indefinite useful lives and intangible assets not yet available for
use are tested for impairment annually, and whenever there is an indication that the
asset may be impaired.

Becoverable amaunt is the higher of fair value less costs to sell and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset for which the estimates of
future cash flows have not been adjusted.

If the recoverable amount of an asset or cash-generating unit is estimated to be less
than its carrying amount, the carrying amount of the asset or cash-generating unit is
raduced to its recoverable amount. An impairment loss is recognized as an expense.

Except for goodwill, when an impairment loss subsequently reverses, the carrying
amount of the asset or cash-generating unit is increased to the revised estimate of its
recoverable amount, but the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognized for
the asset or cash-generating unit in prior years. A reversal of an impairment loss is
recognized as incoma,

3.05 Borrowing Costs

Borrowing costs are recognized in profit or loss in the period in which they are
ingurred.

3.10 Financial Liabilities and Equity Instruments

Classification as Debt or Equity

Debt and equity instruments are classified as either financial liabilities or as equity in
acecordance with the substance of the contractual arrangements.

15



Equity Instruments

An equity instrument is any contract that evidences a residual interest in the assets of
an entity after deducting all of its liabilities. Equity instruments issued by the Group are
recognized at the proceeds received, net of direct issue costs.

Ordinary shares are classified as equity. Incremental costs directly attributable to the
issue of new shares or options are shown in equity as a deduction from the proceeds,
net of tax. The cost of acquiring the Group's own shares are shown as a deduction
from equity until the shares are cancelled or reissued. When such shares are
subsequently sold or reissued, any consideration received, net of directly attributable
incremental transaction costs and the related income tax effects, is included in equity.

Financial Liabilities

Financial liabilities are classified as either financial liabilities 'at FVTPL' or 'other
financial liabilities'.

The Group's financial liabilities include accounts payable, accrued expenses and other
liabilities, loans payable and long-term debts.

Other Financial Liabilities

Other financial liabilities, including borrowings, are initially measured at fair value
inclusive of directly attributable transaction costs.

Other financial liabilities are subsequently measured at amortized cost using the
effective interest method, with interest expense recognized on an effective yield basis.

The effective interest method is a method of calculating the amortized cost of a
financial liability and of aliocating interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future cash
payments through the expected life of the financial liability, or, where appropriate, a
shorter period to the net carrying amount on initial recognition.

Derecognition of Financial Liabilities

The Group derecognizes financial liabilities when, and only when, the Group's
obligations are discharged, cancelled or expired. When an existing liability is replaced
by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated
as a derecognition of the original liability and the recognition of a new liability. The
difference between the carrying amount of the financial lability derecognized and the
consideration paid and payabie is recognized in profit or loss.

3.11 Offsetting of Financial Instruments
Financial sssets and liabilities are offset and the net amount is reported in the
consolidated statements of financial position if, and only if, there is a currently

enforceable legal right to offset the recognized amounts and there is an intention to
settle on a net basis, or 10 realize the assets and settle the liabilities simultanaously,
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3.12 Employee Benefits

Short-term Benefits

The Group recognizes a liability net of amounts already paid and an expense for
services rendered by employees during the accounting period. Short-term benefits
given by the Group to its employees include salaries and wages, social security
contributions, short-term compensated absences and non-monetary benalits,

Fost-employment Benefits

The Group has an unfunded defined benefit retirement plan. This benefit defines an
amount of pension benefit that an employee will receive on retirement, usually
dependent on one or more factors such as age, years of service and compensation.

The cost of providing benefits is determined using the Projected Unit Credit Method
which reflects services rendered by employees to the deste of valuation and
incorporates assumptions concerning employees’ projected salaries. Post-employment
expanses include current service cost, past service cost, and net interest on defined
benefit asset/liability. Rermeasurements which include cumulative actuarial gains and
losses, return on plan assets, and changes in the effects of asset ceiling are recognized
directly in other comprehensive income and is also presented under equity in the
statement of financial position.

Actuarial gains and losses arising from experience adjustments and changes in actuarial
assumptions are charged or credited to equity in other comprehensive income in the
period in which they arise.

Past-service costs are recognized immediately in profit or loss,

The liability recognized in the statement of financlal position in respect of defined
benefit pension plans is the present value of the defined benefit obligation at the end of
the reporting period less the fair value of plan assets. The defined benefit obligation is
calculstad annually by an actuary using the projected unit credit method. The present
value of the defined benefit obligation is determined by discounting the estimated
future cash outflows using interest rates of market rates on government bonds that are
denominated in the currency in which the benefits will be paid, and that have terms to
maturity approximating to the terms of the related pension obligation.

3.13 Provisions

Provisions are recognized when the Group has a present obligation, whether legal or
constructive, as a result of a past event, it is probable that the Group will be required
to settle the obligation, and a reliable estimate can be made of the amount of the
obligation.

The amount recognized as a provision is the best estimate of the consideration required
to settle the present obligation at the end of the reporting period, taking into account
the risks and uncertainties surrounding the obligation. Where a provision is measured
using the cash flows estimated to settle the present obligation, its carrying amount is
the present value of those cash flows,

Whan some or all of the economic benefits required to settle a provision are expected
1o be recovered from a third party, & receivable is recognized as an asset if it is
virtually certain that reimbursement will be received and the amount of the receivable
can be measured reliably.

Provisions are reviewed at each reporting date and adjusted to reflect the current best
estimate,
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3.14 Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will
flow to the Group and the revenue can be measured reliably. Revenue is measured at
the fair value of the considerstion received or receivable and represents amounts
receivable for goods and services provided in the normal course of business. Revenue
is reduced for estimated customer returns, rebates and other similar allowances.

Sale of Goods

Revenue from the sale of goods is recognized when all the following conditions are
satlsfied:

« the Group has transferred to the buyer the significant risks and rewards of ownership
of the goods;

= the Group retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;

s the amount of revenue can ba measured reliably;

* it is probable that the economic benefits associated with the transaction will flow to
the Group; and

# the costs incurred or to be incurred in respact of the transaction can be measured
reliably.

Rendering of Services

Revenue from a contract to provide services is recognized by reference to the stage of
completion of the contract. Revenue from rendering of services is recognized when ali
the following conditions are satisfied:

s the amount of revenue can be measured reliably;

» it is probable that the economic benefits associated with the transaction will flow to
the Group,;

» the stage of completion of the transaction can be measured rehiably; and

e the costs incurred for the transaction and the costs to complete the transaction can
be measured reliably.

Finance Income

Finance income is recognized when it is probable that the economic benefits will flow
to the Group and the amount of revenue can be measured reliably. Finance income is
accrued on a time proportion basis, by reference to the principal cutstanding and at the
effective interest rate applicable, which is the rate that exactly discounts estimated
future cash receipts through the expected life of the financial asset to that asset’s net
carrying amount on initial recognition,

Rantal Income

The Group's policy for recognition of revenue from operating leases is described in
Mote 3.16.

3.15 Expense Recognition

Expense encompasses losses as well as those expenses that arise in the course of the
ordinary activities of the entity.

The Group recognizes expenses in the consolidated statement of income when a
decrease in future economic benefits related to a decrease in an asset or an increase of
a liability has arisen that can be measured reliably.
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3.16 Leasing

Leases are classified as finance leases whenever the terms of the lease transfer
substantially all the risks and rewards of ownership to the lessee. All other leases are
classitied as operating leases.

The Group as Lessar

Rental income from operating leases is recognized on a straight-line basis over the term
of the relevant lease. Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased asset and recognized on
a straight-line basis over the lease term.

The Group as Lesseea

Operating lease paymenis are recognized as an expense on a straight-line basis over
the lease term, except where another systematic basis is more representative of the
time pattern in which economic benefits from the leased asset are consumed.
Contingent rentals arising under operating leases are recognized as an expense in the
period in which they are incurred.

In the evert that lease incentives are received to enter into operating leases, such
incentives are recognized as a liability. The aggregate benefit of incentives is
recognized as a reduction of rental expense on a straight-line basis, except where
another systematic basis is more representative of the time pattern in which economic
benefits from the leased asset are consumed.

3.17 Foreign Currency Transactions

In preparing the financial statements of the Group, transactions in currencies other
than the Group’s functional currency, are recognized at the rates of exchange
prevailing at the dates of the transactions.

3.18 Related Parties and Related Party Transactions

A related party is a person or entity that is related to the Group that is preparing its
financial statements. A person or a close member of that person’s family is related to
Group if that person has control or joint contrel over the Group, has significant
influence over the Group, or is a member of the key management personnel of the
Group or of a parent of the Group.

An entity is related to the Group if any of the following conditions applies:

s The entity and the Group are members of the same group (which means that
each parent, subsidiary and fellow subsidiary is related to the others).

» One antity is an associate or joint venture of the other entity lor an associate or
joint venture of a member of a group of which the other entity is a rmember).

s Both entities are joint ventures of the same third party.

+ One entity is a joint venture of a third entity and the other entity is an associate
of tha third entity.

« The entity is a post-employment benefit plan for the benefit of employees of
gither the Group or an entity related to the Group. If the Group is itsell such a
plan, the sponsoring employers are also related to the Group,

The entity is controlled or jointly controlled by a person identified above.
A person identified above has significant influence over the entity or is a member
of the key management personnel of the entity (or of a parent of the entity).
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Close mambars of the family of a person are those family members, who may be
axpected to influence, or be influenced by, that person in their dealings with the Group
and include that person's children and spouse or domestic partner; childran of that
person's spouse or domestic partner; and dependants of that person or that person’s
spouse or domestic partner,

A related party transaction is a transfer of resources, services or obligations between
related parties, regardless of whether a price is charged. Transactions between related
parties are accounted for at arm’s-length prices or on terms similarly offered to non-
rolated entities in an economically comparable market.

3.19 Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.

Current Tax

The tax currently payable is based on taxable profit for the year, Taxable profit differs
from profit as reported in the consolidated statements of income because of items of
income or expense that are taxable or deductible in other years and items that are
never taxable or deductible. The Group’'s lisbility for current tax is calculated using tax
rates that have been enacted or substantively enacted by the end of the reporting
pariod,

Deferrad Tax

Defarred tax is recognized on temporary differences between the carrying amounts of
assets and liabilities in the financial statements and the corresponding tax bases used
in the computation of taxable profit. Deferred tax liabilities are generally recognized lor
all taxable temporary differences. Deferred tax assets are generally recognized for all
deductible temporary differences, carry forward of unused tax credits from excess
Minimum Corporate Income Tax (MCIT) over Regular Corporate Incoma Tax (RCIT) and
unused Net Operating Loss Carryover (NOLCQ), to the extent that it is probable that
taxable profits will be available against which those deductible temporary differences
and carry forward of unused MCIT and unused NOLCO can be utilized. Delerred
income tax, however, is not recognized when it arises from the initial recognition of an
assat or liability in a transaction that is not a business combination and, at the time of
the transaction that affects neither the accounting profit nor taxable profit or loss.

Deferred tax liabilities are recognized for taxable temporary differences. Deferred tax
assets arising from deductible temporary differences are only recognized to the extent
that it is probable that there will be sufficient taxable profits against which to utilize
the benefits of the temporary differences and they are expected to reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting
period and reduced 1o the extent that it is no longer probable that sufficient taxable
prafits will be available 1o allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to
apply in the period in which the liability Is settled or the asset realized, based on tax
rates and tax laws that have been enacted or substantively enacted by the end of the
reporting period. The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Group expects, at the
and of the reporting period, to recover or settle the carrying amount of its assets and
liabilities,
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Deferred tax assets and liabilities are offset when there is a legally enforceable right to
set off current tax assets against current tax liabilities and when they relate to income
taxes levied by the same taxation authority and the Group intends to settle its current
tax assets and liabilities on a net basis.

Current and Deferred Tax for the Period

Current and deferred tax are recognized as an expense or income in profit or loss,
except when they relate to items that are recognized outside profit or loss, whether in
other comprehensive income or directly in equity, in which case the tax is also
racognized outside profit or loss.

3.20 Segment Reporting

An operating segment is a component of the Group that engages in business activities
from which it may earn revenues and incur expenses, including revenues and expenses
that relate to transactions with any of the Group's other components. Al operating
segments’ operating results are reviewed regularly by the Group's Chief Executive
Officer (CEDQ) to make decisions about resources to be allocated to the segment and
assess its parformance, and for which discrete financisl information is available.

3.21 Earnings Per Share

The Group computes its basic earnings per share by dividing net income or loss
attributable to ordinary holders of the Group by the weighted average number of
ordinary shares outstanding during the period,

For the purpose of calculating diluted earnings per share, profit or loss attributable to
ordinary equity holders of the Group, and the weighted average number of shares
outstanding are adjusted for the effects of all dilutive potential ordinary shares.

3.22 Events after the Reporting Period

The Group identifies subsequent events as events that occurred after the reporting
period but before the date when the financial statements were authorized for issue.
Any subsequent events that provide additional information about the Group's paosition
at the reporting period, adjusting events, are reflected in the firancial statements,
while subsequent events that do not require adjustments, non-adjusting events, are
disclosed in the notes to financial statements when material.

CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group's accounting policies, which are described in MNote 3,
Management is required to make judgements, estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on historical experience
and other factors that are considered to be relevant, Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an angoing basis. Revisions
to accounting estimates are recognized in the period in which the estimate is revised if
the revision affects anly that period or in the period of the revision and future periods if
the revision affects both current and future periods.
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4.01 Critical Judgments in Applying Accounting Policies

The following are the critical judgments, apart from those involving estimations that
Management has made in the process of applying the entity’s accounting policies and
that have the most significant effect on the amounts recognized in financial
statements.

Distinetion Batween Property and Equipment and Investment Property

The Group determines whether a property qualifies as investment property. In making
its judgments, the Group considers whether the property generates cash flows largely
independant of the other assaets held by the entity,

Some properties comprise a portion that is held to earn rental or for capital appreciation
and another portion that is held for use in the production of supply of goods and
sarvices or for administrative purgoses.,

The Group classified some of its land and building as Investment properties. The
carrying amounts of investment property amounted to P11,626,868,974 and
P11,750,468,215 as st June 30, 2013 and December 31, 2012, respectively while
the carrying amounts of property and equipment as at June 30, 2013 and December
31,2012 are P12,457, 787,199 and R10,527,057,054, respectively,

Application of Pooling of Interest Method

Business combinations under common control are outside the scope of PFRS 3,
Business Combinations, and PFRSs has no other specific guidance in accounting for
such transaction. In accounting for such transaction, the Management has applied all
the raquirements of applicable PFRS guidance, including applicable Interpretations, to
attaln fairness of presentation, Accordingly, the Management has used judgment in
developing an accounting palicy that is relevant and reliable. In line with this, the
Management has also considered the most recent pronouncement of other standard-
setting body that uses a similar conceptual framework in developing an accounting
policy.

The Management has chosen the pronouncement of US and UK GAAP, which allows
pooling of interest method in accounting for business combinations of entities under
common control, However, the Management further decided not to restate the prior
year balances in applying this method. Thus, the pooling of interest method was
applied prospectively from the transaction date. Management believes that the elected
policy is appropriate, given the circumstances, and will present fairly the consolidated
financial statemeants of the Group.

Assassment of Control.

The Company determines whether an entity qualifies as a subsidiary when it has
control over an enity. The company controls an entity when it has the three elements
of control as disclosed in Note 2,02, In making its judgments, The Company considers
all facts and circumstance when assessing control over an investee. A reassessment
of control is conducted when there are changas to one or more of the three elements
of control. Any changes from at least one of the slements would result to lose or gain
of control over an antity,

As of June 30, 2013, the Management assessed that there were no changes in the
alements of control ineach subsidiary as disclosed in Note 2.02,
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4.02 Key Sources of Estimation Uncertainty

The following are the key assumptions concerning the future, and other key sources of
gstimation uncertainty at the end of the reporting period that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year.

Estimating Useful Lives of Property, and Equipment and Investment Property

The useful lives of the Group's property and equipment and investment proparty are
raviewed at least annually, and adjusted prospectively if appropriate, if there is an
indication of a significant change in, how an asset is used,; significant unexpected wear
and tear; technological advancement; and changes in market prices since the most
recent annual reporting date. The useful lives of the Group's assets are estimated
based on the period over which the assets are expected to be available for use. In
determining the useful life of an asset, the Group considers the expected usage,
axpected physical wear and tear, technical or commercial obsolescence arising from
changes or improvements in production, or from a change in the market demand for
the product or service output and legal or other limits on the use of the Group's assets.
In addition, the estimation of the useful lives is based on Group’s collective assessmernt
of industry practice, internal technical evaluation and experience with similar assets. It
is possible, however, that future results of operations could be materially affected by
changes in estimates brought about by changes in factors mentioned above.

Management assessed that there were no significant changes from the previous
estimate. The carrying amounts of investment property amounted to P11,517,478,001
and nil as at June 30, 2013 and December 31, 2012, respectively, while the carrying
amounts of property and equipment as at June 30, 2013 and December 31, 2012
amounted to P12,467,178,174 and R1680,378,421, respectivaly.

Impairment of Trademarks and Customer Relationships with Indefinite Lives

The Group determines whether trademarks and customer relationships are impaired at
least annually, This requires the estimation of the value in use of the trademarks and
customer relationships. Estimating value in use requires management to make an
estimate of the expected future cash flows from the cash generating unit and from the
tradernarks and customer relationships and to choose a suitable discount rate to
calculate the present value of thase cash flows.

The aggregate carrying amounts of trademarks and customer relationships with
indefinite useful lives amounted to P4,599,113,528 as at June 30, 2013 and
December 31, 2012,

Asset Impairment

The Group performs an impairment review when certain impairment indicators are
present, Determining the fair value of property and equipment, investments and
intangible assets, which require the determination of future cash flows expected to be
generated from the continued use and ultimate disposition of such assets, requires the
Group to make estimates and assumptions that can materially affect the financial
statements. Future events could cause the Group to conclude that property and
equipment, investments and intangible assets associated with an acquired business is
impaired. Any resulting impairment loss could have a material adverse impact on the
financial condition and results of operations.
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The preparation of the estimated future cash flows involves significant judgment and
astimations, While the Group believes that its assumptions are appropriate and
reasonable, significant changes in the assumptions may materially atfect the
assessment of recoverable values and may lead to future additional impairment charges
under PFRS.

As gt June 30, 2013 and December 31, 2012, the aggregate carrying amount of non-
financial assets is as follows:

June 30, 2013 December 31, 2012

Property and equipment P 12,467,178,174 R 160,378,421
Investment property 11,517,478.,001 -
Intangible asset 17,801,419,626 5

Estimating Realizability of Deferred Tax Assets

The Group reviews the carrying amounts at each balance sheet date and reduces
deferred tax assets to the extent that it is no longer probable that sufficient taxable
profit will be available to allow all or part of the deferred tax assets to be utilized. The
Group's assessment on the recognition of deferred tax assets on deductible temporary
differences is based on the projected taxable income in the succeeding periods.

Defarred tax assels amounted to R21,279,316 and R5,075,324 as at June 30, 2013
and December 31, 2012, respectively.

Estimating Allowances for Doubtful Accounts

The Group estimates the allowance for doubtful accounts related to its trade
receivables based on assessment of specific accounts where the Group has information
that certain customers are unable to meet their financial obligations. In these cases
judgment used was based on the best available facts and circumstances including but
not limited to, the length of refationship with the customer and the customer’s current
credit status based on third party credit reports and known market factors. The Group
used judgment to record specific reserves for customers against amounts due to
reduce the expected collectible amounts. These specific reserves ara re-evaluated and
adjusted as additional information received impacts the amounts estimated.

The amounts and timing of recorded expenses for any period would differ if different
judgments were made or different estimates were utilized. An increase in the
allowance for doubtful accounts would increase the recognized operating expenses and
decrease current assets.

The allowance for impairment losses on receivables amounted to R20,581,3B0 and
£9,778,505 as at June 30, 2013 and Decembear 31, 2012, respectively.

Estimating Net Realizable Value (NRV) of Merchandise Inventory

The Group carries merchandise inventory at NRV whenever the utility of it becomes
lower than cost due to darmmage, physical deterioration, cbsolescence, changes in prica
levels or other causes. The estimate of the NRV is reviewead regularly.

Estimates of net realizable value are based on the most reliable evidence available at
the time the estimates are made of the amount the inventories are expected to be
realized. These estimates take into consideration fluctuations of price or cost directly
relating events occurring after reporting date to the extent that such events confirm
conditions existing at reporting date. The allowance account is reviewed periodically to
reflect the accurate valuation in the financial recards.
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The carrying amount of inventory amounted to PB,645,693,327 and nil as at June 30,
2013 and December 31, 2012, respectively.

SEGMENT INFORMATION
Products and Services from which Reportable Segments Derive their Revenues

In prior years, segment information reported externally was analyzed on the basis of
the types of goods supplied and services provided by the Groups's operating divisions.
However, information reportad to the Groups's chief operating decision maker for the
purposes of resource allocation and assessment of segment performance is more
specifically focussed on the types of goods or services delivered or provided. The
Group's reportable segments under PFRS 8 are therefore as follows:

Retail Includes selling of purchased goods to a retail market

Real estate Includes rea! estate activities such as selling and
leasing of real properties

Liquor distribution Includes selling of purchased goods based on a
distributorship channel to a wholesale market

Dil storage Includes buying and selling of petroleum products

Mining Includes exploration, development and production of

oil, gas, metallic and nonmetallic reserves

The tollowing segment information does not include any amounts for discontinued
operations.

Information regarding the Group’s reportable segments is presented below.
Segment Revenue and Results

The following is an analysis of the Group's revenus and results from continuing
operations by reportable segment:

Segment Revenue Segment Profit

2013 2012 2013 mz
Retail P 5.864,3685%0 P B 564677906 B
Feal astate 148,409,417 82.700,310
Liquor distribution 291,314,329 48,370,487
Oil storage 18.163.000 15,600,218
Mining 960,635 2,501,948 i6,976.376) 16,582.218)
Total 6.323.215.971 705,372,545 (6,582,218)
Investment revenue 33.990,843 8.010.077
Finance costs 116,222,704)
Profit before tax » B R 724140684 B 1417853
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Revenue reported above represents revenue generated from external customers and

inter-segment sales broken down as follows:

2013 2012
Retail
From external customers P 5,864,368590 R -
From inter-segrent sales - -
5,864,368,590 =
Real estate
From external customers 102,465,717 -
From inter-segment sales 45,943,700 -
148,409,417 -
Liguor distribution
From external customers 270,542,743 -
From intar-segment sales 20,771,686 -
291,314,329 -
Oil storags
From external customers 18,163,000 -
From inter-segment sales = -
18,163,000 -
Mining
From external custamers 960,635 2,601,948
From inter-segment sales - -
960,635 2,601,948
P 6.,323,215.971 E 2,601,848

The accounting policies of the reportable segments are the same as the Group’'s
accounting policies described in Note 3. Segment profit represents the profit earned
by each segment without allocation of investment revenue, finance costs and income
tax expense. This is the measure reported to the chief operating decision maker for
the purpose of resource allocation and assessment of segment perfoermance.

No single customers contributed 10% or more to the Group's revenue for the periods

ending June 30, 2013 and 2012,

28




Segment Assets and Liabilities

Below is an analysis of the Group's segment assets and liabilities:

2013

2012

Segment Assets
Retail
Real estate
Liguor
Qil storage
Mining

18,231,398,613
1,778,727,167
967,224,499
7.934,786,181

P 43,043.031,169 P

1,378,818,017

Total segment assets

71,955,167.629

Total assetls

71,955,167,629

Segment Liabilities

Retail

Real estate
Liquor

Oil starage
Mining

13,766,723,759
5,506,184,860
628,437,602
364,425,507
5,543,569

2,992,333

_Total segment liabilities

20,271,315,297

2,982,333

Total liabilities

P 20,271,315,297 F

2,992,333

For the purpose of monitoring segment performance and allocating resources between

segments:

« All assets are allocated to reportable segments other than investments in associates,

financial assets, and tax assets.

Assets used jointly by reportable segments are

allocated on the basis of the revenue sarned by individual reportable segments; and

s All liabilities are allocated to reportable segments other than financial liabilities,
current and deferred tax liabilities and other liabilities. Liabilities for which reportable
segments are jointly liable are allocated in proportion to segmant assets.

Other Seqment Information

Details about other segment information are as follows:

Depreciation and
Amortization

Additions to Non-current Assets

2012 2013 2012
Retail P 79,086,679 P - P 29,869,207,036 P -
Real estate 11.738.904 15,822,052,345 -
Liguor = 17,807,969 -
Oil storage 1,772,923 612,367,026 B
Mining - - -

P 93,131,418 P

P 46,321.434,376 P =
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Geographical Information

The group operates only in its domicile country of in a single geographical area.
Revenue from external costumers amounted to P6,256,500,685 and P 2,501,948 for
the periods ending June 30, 2013 and 2012, respectively. Non-current assets in this
geographical location amounted to P89,318,084,154 and P369,273,170, as of June
a0, 2013 and Decamber 31, 2012, respectively,

CASH AND CASH EQUIVALENTS

For the purpose of the statements of cash flows, cash and cash equivalents include
gash on hand and in banks. Cash eguivalents are short-term, highly liquid investments
that are readily convertible 1o known amounts of cash with maturities of three months
or less from the date of acquisition and that are subject to an insignificant risk of
change in value.

Cash and cash equivalents at the end of the reporting period as shown in the
statements of cash flows can be reconciled to the reiated items in the consolidated
staterments of financial position as follows:

December 31,
June 30, 2013 2012
Cash on hand P 427,736,962 P 10,068
Cash in banks 1,582,808,900 8,113,747
Cash aquivalents 13,915,045,270 990,581,584

P 15,925,591.132 P 598,705,399

Cash in banks earn interest at the respective bank deposit rates. Money market
placements are highly liquid investments that are readily convertible into cash and
are subject to insignificant risk of changes in value. Finance income amounted
P33,990,843 and P8,010,077 for the periods ended June 30, 2013 and 2012
respaectively, as disclosed in Note 23

TRADE AND OTHER RECEIVABLES - net

The Group's trade and other receivables consist of.

December 31,

June 30, 2013 2012
Trade recaivables B 1,761,013.093 P 3,194,378
_Non-trade receivables 414,200,072 25,201,094
2,175,213.165 28,395,472
Allowance for doubtful accounts 20,681,380 9,778,505
P 2,154,631,785 P 18,616,967

Mon-trade receivables reprasent amount due from suppliers for rentals, display,
concassion, dema sampling, interest, recelvables from SC14 and others.
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10.

Mo interest is charged on trade receivables. Trade receivables disclosed above include
amounts which are past due at the end of the reporting period but against which the
Group has not recognized an allowance for doubtful receivables because there has not
been a significant change in credit quality and the amounts are still considered
recoverable,

In determining the racoverability of a trade receivable, the Group considers any change
in the credit guality of the trade receivable from the date credit was initially granted up
to the raporting date. The concentration of credit risk is limited due to the customer
base being larga and unrelated. Accordingly, the directors believe that there is no
turther credit provision required in excess of the allowance for doubtful debts.

Included in the allowence for doubtful accounts are individually impaired trade
receivablas, Tha Group does not hold any collateral over these balances.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

Thea Group's available-for-sale financial assets consist of:

Juna 30, Decamber

2013 31,2012
Investment in shares of stock P 38,719,107 R 3.802,675
investment in debt securities 16,140,000 37,200,000

P 54,859,107 P 41,002,675

The listed equity securities above represent opportunities for return through dividend
income and trading gains. Debt securities classified os available-for-sale represent
investment in retall treasury bonds issued and guaranteed by the Republic of the
Philippinas time deposits.

INVENTORIES

This account consists of wines and spirits, groceries and other consumer products, i.e.
canned goods, housewares, toiletries, dry goods, food products, wines, etc., held for
sale in the ordinary course of business on wholesale and retail bases. Inventory cost as
al comparative periods is lower than net realizable value,

The groups merchandise inventory as at June 30, 2013 and December 31, 2012
amounted to PB, 645,693,327 and nil, respectively, as disclosed in Note 20,

Inventories amounting to P4,947,124,702 and P727,763 were recognized as expense
far the six months period ending June 30, 2013 and 2012, respectively, as disclosed
in Note 20

PREPAYMENTS AND OTHER CURRENT ASSETS
This account pertains to input vat, prepaid taxes, and other prepaymants with earrying

amounts aggregating to P1,619,222 696 and R2,223,481 as of June 30, 2013 and
December 31, 2012, respectively
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14.

Trademark and Customer Relationships

The value of the trademark and customer relationship represent the purchase price of
P16,477.73 milllon, which was determined after giving due consideration to various
factors and valuation methodologies including the independent valuation study and
analysis prepared by Punongbayan and Araullo, CPAs. The Group, after considering
the said valuation methodologies, viewad the royalty reliel (based on commercial
rates) and multi-period excess earnings methodologies to be generally more ralevant,
compared to other methodologies that may be used to value the Company's
trademarks and customer relationships, on the basis that such methodologies require
fewer assumptions and less reliance on subjective reasoning since key assumptions
come from primary sources based on the Company’s filings and projections, actual
industry precedents and industry common practice.

The recoverable amount of the trademark and customer relationship has been
determined using cash flow projections covering a five-year period. It is based on a
long range plans approved by management. Cash flows beyond the five-year period
are extrapolated using a determined constant growth rate to arrive at its terminal
value. The 10.66% growth rate used is consistent with the long-term average growth
rate for the Company's industry. The discount rate applied to after tax cash flow
projections is 9.71% as at December 31, 2012,

Management assessad that there is no impairment loss in the value of trademark and
customer relationship in 2013,

Leasehold Rights

On January 25, 2013, one of the subsidiaries executed a memorandum of agreemant
with BHF Family Plaza, Inc. (BHF) which paved the way for the establishment of three
Puregold store outlets in Pangasinan province previously owned and operated by BHF,
Under the agreement, BHF agreed to sell to the Parent Company all merchandise
invantories, equipmeants, furniture and fixtures as well as granting of rights to lease
the builldings owned by BHF for a period of 20 years upon compliance of the
conditions set forth in the memorandum of agreement. As a result of the transaction,
the Group recognized leasehold rights representing the excess of cost paid over the
fair value of all assets acquired which will be amortized on a straight-line basis over
tha isase period.

Goodwill

The goodwill represents the amounts recognized in the consolidated financial
statemenis of one of the subsidiary which was taken in the Group's consolidated
financial staternents using the pooling of interest method:

Aggregate acquisition cost P 17.,631,639,736
Aggregate fair value of net assets acquired 4,484,302,960
Goodwill P 13.147.,336,776

DEPOSIT FOR FUTURE STOCK SUBSCRIPTION
This account pertains to the amounts deposited to an unincorporated entity, which is

under the process of securing a license from the SEC, for the payment of stock
subscription.
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ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES

This account consists of:

December 31,

June 30, 2@13 2012
Trade P 3,935.753,251 -
Nontrade 2,871,237.335 2,261,859
Withholding taxes payable 78,390,635 .
Accrued expenses:
Manpower agency services 811,017.890 -
Advances from concessionaires 353,454,099 -
Daposits 127,212,361 -
Litilities 101,952 402 -
Promotion fund 80,427,094 -
Rent 40,012,396 -
Gift cheques 33,309,024 -
Exclusive fund 26,306,273 -
Fixed asset acquisition 16.813.086 -
Output VAT - net 7.679.404
Interest 5,684, 348
Professional fees 2,440,000 .
Others 84,320,438 287,003
B 8,576.010,036 2,548,862

The average credit perlod on purchases of certain goods from suppliers is B0 days.
Mo interest is charged on trade payables. The Group has financial risk management
policies in place to ensure that all payables are paid within the cradit time frame.

Nentrade payables are liabilities of the Group arising from purchase of goods and
services not intendad for re-selling but essential to Its oparations,

LOANS PAYABLE

This account represents unsecured short-term loans from local banks to finance the
Groups expansion program and working capital requirements. The principal and related
interest is due monthly with interest rate ranging from 3.25% 1o 3.75 % per annum.
These loans are negotiated at an agreed repaymaent period of B months to 1 year and
renewable upon agreement of both parties.

Finance cost recognized for the periods ended June 30, 2013 and 2012 amounted to
R15,222,704 and nil, respectively, as disclosed in Note 24,

There was no breach of loan agreemeant in both periods,

RELATED PARTY TRANSACTIONS

Remuneration of Key Management Personnel

The total compensation paid to key management parsennel of the Group amounted to
B10 million and P8 million for the six months ended June 30, 2013 and 2012,
respectively. No special benefits are paid to management personnel other than the
usual monthly salanes and governmeni mandated bonuses.
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ISSUED CAPITAL

The issued capital of tha Group is as follows:

2013 2012
Capital stock B 7.405,263,564 R 1,275,000.000
Additional paid-in capital 10,004,297,991 -

P 17,409,661,656 F 1,275,000,000

Capital Stock

Shown below are the details on the movements of ordinary shares.

2013 202

Sharos Amount Shures Amount
Authonzed 10,000,000,000 F 10,000,000,000 3&0.000@::.900 P E.ﬁm.ﬂm:ﬂﬁﬂ
Issued and fully
paid
Balance,
January 1 1,275.000.000 P 1.275.000,000 127.500.000,000 P 1,275,000,000
Issuances 6,130,263,664 6.130.263,664

7.406,263,564 P 7,405.263,564 127,500,000,000 P 1,275,000,000

On Decermber 10, 2012, in a special meeting, the Board of Directors (BOD) resolved
the following:

= Approval, ratification and confirmation of the subseription of Lucio L. Co Group
to the unissued authorized capital stock of the Group from the increase of its
authorized capital stock at a subscription price of P15 per share for a total of
4,987 580,379 new shares at an aggregate  subscription price  of
P74,813,405,682 worth of shares in Puregeld Price Club, Ine. and
Subsidiaries, Ellimac Prime Holdings, Inc. and Subsidiaries, Go Fay & Co.,
Incorporada, SVF Corporation, Nation Realty, Inc., 118 Holdings. Inc. and
Subsidiary, Patagonia Holdings Corp., Fertuna Holdings Corp., Premier Wine
and Spirts. Inc., Montosco Inc., Meritus Prime Distnbutions, Inc., and Pure
Petroleumn Corp. (collectively, the “Acquirees®], and the corresponding
paymant thereof by way of assignment of the shares owned by Lucio L. Co
Group in the Acquirees, under the terms and conditions to be determined by
the Corporation’s BOD,

* That the Chairman and the President are authorized to represent the Group to
implement and approve any matter related to the Transaction and directed to
execute any and all agreements and documents relating to the Transaction, to
negotiate, adjust, revise or change relevant conditions, implamentation priarity
and all other relevant matters of the Transaction and sign and file documents
which may be required by the SEC, PSE, and other government agencies and
to do all actions necessary 1o comply with the provisions of the Ceorporation
Code, Securities Regulation Code, and all other rules and regulations relating to
the subject matter of this resolution.
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=  That the Group is authorized to register, if necessary, additional shares with
the SEC and to list additional shares with the PSE.

On April 22, 2013, upon approval by the SEC on the increase in the Company’s
authorized capital stock, SEC confirmed the value of the shares transferred or
consideration paid amounting to P74,811,096,315. Out of the increase in the
authorized capital stock, 4, 987,406,421 have been subscribed,

On December 11, 2012, in a special meeting, the stockholders resolved to approve
the amendmaent of the Company’s articles of incorporation to increase its authorized
capital stock and par value from B3 billion divided into 300 billion commaon shares at a
par value of B0.01 per share to P10 billion divided inte 10 billion common shares at a
par value of B1 par share. On the same mesting. the stockholders resolved to change
the name of the Company to Cosco Capital, Inc, The SEC approved the increase in
authorized capital stock and the change in the Company's name on April 22, 2013,

Additional Paid-in Capital - net

Reconciliation of additional paid-in capital as a result of consolidation is as follows:

APIC from original issuance P 80,680,832,754
Share issue cost (852,844 B67)
APIC net of issue cost 79,827,987.887
_Amounts eliminated from consolidation 169,823,689,894)

F 10,004,297.983

REVENUE

An analysis of the Group's revenue for the year from continuing operations is as
follows:

2013 2012
Sale of goods P 6,135871,968 P 2,501,948
Rendaring of services 120,628,717 -

P 6.256,500,685 F 2,501,848

DIRECT COST

The Group's direct cost is composed of the following:

2013 2012
Cost of sales P 4947124702 R 727,763
Cost of services 33,771,517 -

P 4,0980,896,219 F 727,763
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Cost of Sales

An analysis of the Group’s cost of sales is‘as follows:

2013 2012

Inventery, January 1 P - B z
_Net purchases 13,592,818,029 727,763
Cost of goods available for sale 13,692,818,029 727,763

Inventory, June 30 (Note 9) B,645,693,327 -

P 4,947,124,702 P 727,763

Cost of services

An-analysis of the Group's cost of services is as follows:

2013 2012

Utilities P 26,112,221 B =
Taxes and licenses 4,312,142 -
Management fees 1,048,385 -
Security services 644,231 =
Janitorial services 548,788 -
Operator services 46,468 .
Rentals 1,061,282 -

P 33,771,617 R =

21. OTHER OPERATING INCOME

An analysis of the Group’s other operating income Is as follows:

2013 2012
Concession Income P 102,545,630 PR -
Display allowance 70,881,232 -
Membership income 14,212,834 -
Miscellaneous 12,310,449 =

P 1 gga 5’501 1 45 P =
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22. OPERATING EXPENSES

23.

24,

2013 2012
Rent 147,257,522 R
Communication, light and water 127,889,896 ¥
Manpower agency services 121,704,762 .
Salaries and wapes 83,344,010 3,628,718
Security sarvices 46,759,062 -
Concession expense 29,618,032 s
Taxes and licenses 23,634,790
Janitorial and messengerial services 20,043,127 :
Store and office supplies 18,668,367 1,131,611
Repairs and maintenance 17.911,.112 .
Insurance 7.988.993
Selling expense 7.428,960
S$55/Medicare and HDMF contributions 5,886,419
Disallowed input VAT 4,209,858 -
Transportation 3.833.189
Advertising and marketing 3,540,113 -
Retirament benefits cost (Note 24) 3,400,695 -
Fusl and oil 3.236,736
Royalty 2,436,715
Professional fee 2,009,680 -
Donations and contributions 639,860
Representation and entertainment 350,452 E
Bank charges 165,717 ¥
Miscellaneous 1,206,417 4,376,143
683,161,564 p 9,136,372
OTHER INCOME - net
An analysis of other income (charges] is as follows:
2013 2012
Finance income (Note &) 33,990,843 B 8,010,077
Finance cost (Note 16) (15,222,704) -
Foreign exchange gain 208,767
Others 5,904,148 -
24,879,054 P 8.010.077

RETIREMENT BENEFIT COST

The Parent Company and its subsidiaries have a unfunded, noncontributory, defined
banefit retirement plan covering all of their eligible employeas. The plan provides for
retirernent benefits based on a certain percentage of the latest maonthly salary of an

employee per year of service,

Retirement benefits cost recognized in profit ar loss by the Group amounted to P3.4
millian for the six-month period ended June 30, 2013 and 2012, respectively.
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The reconciliation of the liability recognized in the consolidated statements of financial
position is shown below:

Present value of the defined benefit obligation P 304,942,493
Unrecognized actuarial losses (120,271,058
Retirement benefits hability P 184,671,435

The movements of the present value of the defined benelit obligation as at and for the
six-month period ended June 30, 2013 is shown below:

Balance at beginning of year P .

Benefit obligation of newly acquired subsidiaries 301,867,230
Current service cost 2,128,738
Interest cost 946,525
Balance at end of year P 304,942,493

The amount of ratirement benefits cest recognized in prolit or loss for the six-month
pariods ended June 30 consists of:

Currant service cost P 2,128,738
Interest cost 946,625
Net actuarial loss recognized during the year 325,432

P 3,400,695

Based on the actuarial valuation made, the principal actuarial assumptions at reporting
date are as follows (expressed as percentages under weighted averages):

Discount rate 5.62%
_Future salary increase 10.00%

The historical information of the amounts for the current period is as follows:

Present value of the defined benefit obligation P 184,671,435
Experience adjustments on plan liabilities -

OPEBRATING LEASE AGREEMENTS
The Group as Lessee
Operating leases relate to leases of eguipment's, warohouse and office space with

lease terms of between 1 to 50 years and renawable thereafter upon mutual
agreement of both parties.
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As of the reporting dates, the Groups future minimum lease payments for non-
cancellable operating leases is as follows:

2013 2012
Mot later than one year P 1,107,799.536 F 924,269
Later than one year but not later than five
years 1.989,681.874 192,566
Later than five years 8.654.851.007 .

P 11,752,332,417 B 1,116,825

The Group as Lessor

Operating leases relate to the investment property owned by the Group with lease
terms of between 1 1o 50 years and renewable upon mutus! agreements between
both parties. Leases are generally entered based on a fixed price contract except for
some agreement which is based on monthly sales or a certain fixed amount,
whichawver is higher.

The property rental income earned by the Group from its investment property, all of
which is leased out under operating leases, amounted to P120,628,717 and nil for
tha peripds ended June 30, 2013 and 31, 2012, respectively, as disclosed in Note
11. Rental income recognized includes an insignificant amount of income from
contingent rent. Direct operating expenses arising on the investment property
amounted to P33,771.517 and nil for the periods ended June 30, 2013 and 2012,
respectively.

As of June 30, 2013 and December 31, 2012, the Group's future minimum lease for
non-cancellable operating leases i5 as follows:

2013 2012
Mot later than one year P 1.,2B6,946,256 F .
Later than one year but not later than
five years 2,185,934,491
_Later than five years 8,730.846,667

P 12,203,727.414 R

DEPRECIATION AND AMORTIZATION

Detalls on the depreciation and amortization of the Group's properties are presanted
below:

2013 2012
Depreciation of property and eguipment e 93.126.381 R
Amortization of intangible assets 5.036
‘F 93. 1 31 a41 ? P =
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EARNINGS PER SHARE
The Group's basic and diluted earnings per share are presanted below:
Basic Earnings per Share

The earnings and weighted average number of ordinary shares used in the ealoulation
of basic earnings per share for the quarter ended are as follows:

2013 2012

Income (loss) attributable to the aquity

holders of the Parent Company (a) 311,182,062 1,417,859
Adjusted weighted average number

of shares outstanding (b) 2,296,710,694 ©69,810,881,339
Basic and diluted earnings (loss) per

share {a/b} 0.1355 0.00002031

FAIR VALUE MEASUREMENTS

Fair Value of Financial Assets and Liabilities

The carrying amounts and estimated fair values of the Group's financial assets and
financial fiabilities as of December 31, June 30, 2013 and December 31, 2012 are
presented below:

June 30, 2013 Decamber 31, 2012
Carrying Amournt Fair Valuo Carrylng Amount Fair Valun
Financial Assots:
Cash in banks rnd cash
equivalants P 16,487.854170 P 15487 854170 B 998695331 B 95869531
Racenvablas 2.154,631,785 2.154 631,785 18,816,967 18,816,967
Availabie-for-sals financial
atsels 54,858,107 54,859,107 41.002.875 £1,002.678
Deposit for future stock
subscripTion 300,000,000 300,000,000

18,007,345,062 _ 18.007,345,062 _ 1.058,314,873  1,056,314,873

Financial Lishilities:
Accounts paysble, accrued

expanses and othar liabilitles B.676,010,036 B.576.010,038 2.54B8.862 2,648 B62
Loans Payably 7,788,731, 450 7,768,731, 460 x
P 16,344,747, 486 P 16,344,741, 486 P 2,548,862 P 2. 548 862

The fair values of financial assets and financial liabilities are determined as follows.

= The fair values of available-for-sale financial assets with standard terms and
conditions and traded on active liquid markets are detarmined with reference to
guoted market prices lincludes fGisted redeemable notes., bills of exchange,
debentures and perpetual notes).

¢ Due to short-term nature or demand feature of cash in banks and equivalents,
receivables, deposit for future stock subscription, and accounts payable, accrued
expenses and other labilities, Management believes that carrying amount
approximates fair value,
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» Loans payable pertains 10 interest bearing loan arrangement, thus, carrying amount
approximates fair value,

Fair Value Measurements Recognized in the Statement of Financial Position

The following table provides an analysis of financial instruments that are measured
subsequent to initial recognition at fair value, grouped into Levels 1 to 3 based on the
degree to which the fair value is observable:

e Laval 1 fair value measursments are those derived from quoted prices {unadjusted)
in active markets for Identical assets or liahilities;

* Level 2 fair value measurements are those derived from inputs other than quoted
prices included within Level 1 that are observable for the asset or liability, either
directly (i.e. as pnices) or indirectly (i.e. derived from prices); and

s Level 3 fair value measurements are those derived from valuation technigues that
include inputs for the asset or liability that are not based on observable market data
{unobservable inputs).

Available-for-sale financial assets are measured at fair value using the level 1 criteria.

There were no transfers between Level 1 and 2 in the period.

FINANCIAL RISK MANAGEMENT OBJECTIVES, POLICIES AND PROCEDURES

The Group monitors and manages the financial risks relating to the operations through
internal risk reports which analyze exposures by degree and magnitude of risks. These
risks include market risk, including currency risk, fair value interest rate risk and price
risk, cradit risk, liquidity risk and cash flow intarast rate risk.

The Group’s principal financial instruments, other than derivatives, comprise of cash
and cash equivalents, short-term investments, investments held for trading, accrued
interest and other receivables, AFS investments and bank loans. The main purpose of
these financial instrurments 18 to finance the Group's operations. The Group has
vanous other financial assets and liabilities such as rent receivables and trade
payables, which anse directly from its operations.

The main risks arising from the Group’s financial instruments are interest rate nsk,
foreign currency risk, credit risk and liquidity risk. The Group's BOD and management
review and agree on the policies for managing each of these risks as summarized
below.

Market Risk Management

Foreign Currency Risk Management

The Group undertakes transactions denominated in foreign currencies; consequently
exposures to exchange rate fiuctuations arise. Exchange rate exposures are managed
within approved policy parameters through monitoring forgign currency transactions
utilizing forward contracts if necessary.

As of the reporting dates, the Group has no significant exposures to foreign currency
risk.

42



Cradit Risk Management

Cradit risk refers to the risk that counterparty will default on its eontractual obligations
resulting in financial loss to the Group. The Group has adopted a policy of only dealing
with creditworthy counterparties and obtaining sufficient collateral, where appropriate,
as a means of mitigating the risk of financial loss from defaults. The Group only
transacts with entities that are rated the eguivalent of investment grade and above.
This information is supplied by independent rating agencies where available and, if not
avallable, the Group uses other publicly available financial information and its own
trading records to rate its major customers. The Group's exposure and the credit
ratings of its counterparties are continuously monitored and the aggregate value of
transactions concluded is spread amoengst approved counterparties. Credit exposure is
controlled by counterparty limits that are reviewed and approved by the risk
management committee annually.

The carrying amount of financial assets recognized in the financial statements, which
is net of impairment lossaes, represents the Group’s maximum exposure to credit risk,
without taking into account collateral or other credit enhancements held,

December 31,

June 30, 2013 2012
Cash in banks and cash equivalents P 15,497,854170 R 998,696,331
Recaivables 2,154,631,785 18,616,967
Available-for-sale financial assets 54,859,107 41,002,675
Deposit for future stock subscription 300.000.000 :

P 18,007,345.062 P 1,058,314,973

The table below shows the credit quality by class of financial assets of the Group:

2013
MNeither Past Due nor Impaired
High Grade Low Grade Total
Cash in banks and
cash equivalents P 15,497 854,170 P . P 15,497.854.170
Receivables 2,154,631,785 20,581,380 2,175,213,165
Available-for-sale
financial assets 54,859,107 - 54,859,107
Deposit for future
stock subscription 300,000,000 - 300,000,000
P 18,007,345,062 P 20,581,380 P 18,027,926,442
2012
. Neither Past Due nor Impaired .
High Grade Low Grade Total

Cash in banks and
cash equivalents F 098,695,331 P 2 B 998,695,331
Recaivables 18,616,967 9,778,605 28,395,472

Available-for-sale
financial assets 41,002 675 - 41,002,675

P 1,068,314.973 P 20,681,380 P 1,068,093,478
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Cash in banks and cash eguivalents

The management svaluatas the financial condition of the banking industry and bank
deposits/investments are maintained with reputable banks only,

Receivables

Receivables consist of & large number of customers, spread across diverse industries
and geographical areas. Ongoing credit evaluation is performed on the financial
condition of sccounts receivable and, where appropriate, credit guarantee insurance
cover is purchased.

The Group establishes an allowance for impairment losses that represents its estimate
of incurred losses in respect of receivables. The main components of this allowance
are a specific loss component that relates to individually significant exposures, and a
collective loss component established for groups of similar assets in respect of losses
that have been incurred but not yet identified. The collective loss allowance is
determined based on historical data of payment statistics for similar financial assets.

Advances o refated parties

The Group limits its exposure to credit risk by only financing the operations of related
parties that have viable operations.

Liquidity Risk Management

Liquidity risk pertains to the risk that the Group will encounter difficulty in meeting
abligations associated with financial liabilities that are settled by delivering cash or
another financial asset,

The Group manages liquidity risk by forecasting projected cash flows and maintaining
a balance between continuity of funding and flexibility. Treasury controls and
procedures are in place to ensure that sufficient cash is maintained to cover daily
operational and working capital requirements, Management closely monitors the
Group's future and contingent obligations and sets up reguired cash reserves as
necessary in accordance with internal requiremants.

The following are the contractual maturities of financial liabilities, including estimated
interest payments and excluding the impact of naetting agreements of the Group:

Within 1 Year 1 -5 Years Total
Juns 30, 2013
Mocounts payable, accrued
expenses-and other
liabllities B 8,576,0710,036 P B 8.676,010.036
Loans payable 4,805,031,450 2.,963,700,000 7.768,731,450
Advances from related parties 151,424,718 151.424.718

13.532.466,204 2.963,700.000 16,496,166.204

December 31, 2012

Accounts payable, accrued
exponses and other
linbilities P 2,548,B62 P - P 2,548,862
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The following table detalls the Group's expected maturity for its non-derivative
financial assets. The table has been drawn up based on the undiscounted contractual
maturities of the financial assets including interest that will be earned on those assets.
The inclusion of information on non-derivative financial assets is necessary in order 1o
undaerstand the Group's liquidity risk management as the liquidity is managed on a net
asset and liability basis.

Within 1 Year 1 - 6 Yeuars Total
June 30, 2013
Cash in banks and cash
souivalants P 16497864170 PR P 15,497.854,170
Receivables 2.154,631,785 20,581,380 2.176,213,1656
Available-for-sale financial
assets 54 859,107 - 54,859,107
Deposit for future stock
subscription 300,000,000 . 300,000,000
18.007,345,062 20,681,380 18,027.926.442
Dacember 31, 2012
Cash in banks and cash
equivalants 998,696,331 P - =] 888,695,311
Receivables 18,616,987 8,778,505 28,306,472
Available-for-sale fingncial
BESHS 41.002.675 - 41,002,675

P 1,058,314373 P 20,581,380 F 1.,068,023.478

30. CAPITAL MANAGEMENT OBJECTIVES, POLICIES AND PROCEDURES

The Group manages its capital to ensure that the Group will be able to continue as
going concerns while maximizing the return to stakeholders through the optimization
of the debt and equity balance. The Group sets strategies with the objective of
establishing a versatile and resourceful financial management and capital structure.
The group’s overall strategy remains unchanged from 2012.

The BOD monitors the return on capital, which the Group defines as net operating
income divided by total shareholders’ equity. The BOD aiso monitors the level of
dividends to shareholders.

The BOD seeks to maintain a balance between the higher returns that might be
passible with higher levels of borrowings and the advantages and security afforded
by a sound capital position, The Group defines capital as equity, which includes
capital stock, additional paid-in capital and retained earnings. The Group Is not
subject to externally-imposed capital requirements.

The Group’s Managemeant reviews the capital structure of the Group on an annual
basis. As part of this review, the committee considers the cost of capital and the
risks associated with each class of capital. The Group has a target gearing ratio of
1:1 determined as the proportion of net debt to equity.
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The gearing ratio at end of the reporting period was as follows:

2013 2012
Debt P 19,576,910,299 R 2,982,333
Cash and cash equivalents 15,925,591,132 998,705,398
Net Debt 3,651.319,167 {9956,713.066)
Equity 104,848,979,048 1,375,826,684
Net debt to equity ratio 0.03:1 (0.72):1

Debt is defined as long- and short-term borrowings lexcluding derivatives and
financial guarantee contracts), while equity includes all capital and reserves of the
Group that are managed as capital.

PFRS 9 RESULT OF IMPACT EVALUATION

The following discusses the quantitative and qualitative result of the impact evaluation
on PFRS 9 {2008) or (2010}

The carrying amount of all financial assets that the company has as of June 30, 2013
and December 31, 2012 are as follows:

Financial Balance as of | Balance as of Cualitative Quantitative Impact
Assets December 317, June 30, 2013 Description
2012 {Php
Cash and cash | 998,705,399 | 15,825.591,132 | Cash equivalents | Market values, Carrying
eguivalents reter 1o shon amount approximates
term pacements fair value primanly dus
in time deposits to the retative short-
and SDA in tarm maturities of those
various banks. nssats,
Recevablos, 18.616.867 2.164,631,785 | Receivables refer | Currency risk.
net to pro-rata share | Sensitivity analysis.
on amount due The company has less
from SC 14 than US§550,000
partnar who currency in its books,
defaulted on With such amaunt for
payment of its every P1 appraciation in
share in the Php against US§ would
devslopment of have been increase in
the fisld income by 550,000
and vice versa. This is
only .08% change in
total assats.
AFS financial 41,002,675 654 B58,107 Thase refer 1o Liquidity  risk.Liguidity
assels dabl, equity ratio is 1961
socurities and Aging of receivables:
RATB's with Based on agng of
interest ranging rocmvables of B3.TM is
trom 4.8% to impaired.  Nonetheleas,
7.65%, All thess this has already been
soourities. are coverad by seiting up
tradeshla. allowance.
Total 1.060.548,522  18.139.082.024
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COSCO CAPITAL, INC. AND SUBSIDIARIES
(Formerly Alcorn Gold Resources Corporation)
PRO-FORMA INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

As at June 30, 2013 and December 31, 2012
fin Philippine Pesol

2013

2012

ASSETS

Currant Assels
Cash and cash equivalents
Receivables - net
Inventories
Prepaid expenses and other current assals

16,925,691,132
2,154,631,7856
8.645,693.327
1.619.222,697

10,701,413,545
2,481.547.715
7.135,304,042
1,428,434.748

28.345,138.941

21,7486,700,050

NONCURRENT ASSETS

Noncurrent Assets
Property and eguipment - net
investmaent properties
Intangible assets

12,467.,178,174
11,617.478.001
17,801,419.626

10,627.087,054
11,750.468.,215
17,432,364,788

Availabla-for-sale financial assets 54,859,107 50,571,603
Deterred oil and mineral exploration costs 160,887 .444 160,157,792
Dalerred tax assets - net 21,279,316 39,914,726
Daposit for future stock subsaription 300,000,000 :
Othars 1,292,466,19 1,184,082,011
43,605,567 860 41,134 656,188

TOTAL ASSETS

71.950.706,801

62.881.,356.239
S




LIABILITIES AND EQUITY

LIABILITIES

CURRENT LIABILITIES
Accounts payable, accrued expenses and other liabilities
Incoma tax payable
Loans payable and current pertion of long-term debls

8,576,010,036
346,214,574
4,805,031,450

11,474,118,414
500,238,275
4.677,665,128

13,727,256.061

16,662,021.817

NONCURRENT LIABILITIES

Retirement benefits liability 184,671,436 163,639,273
Defarrad tax liabilities 998,675,438 1,068, 363,17
Long tarm debts - net of cument portion 2,963,700.000 4,909,071,263
Others 1.687,416,800 1.309,098.914

5,834.463.673 7.441.073,367

Total Liabilitles
——

19,661,719.733
=== =t

24.093i095, 184

EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT COMPANY

Equity
Capital stock
Additional paid-in capital
Treasury stock
Cumulative unrealized gain on AFS financial assets
Ratained earmings

7.405,263,664
10.028,077.069
(633,163,753}
2,623,692
21,240,797,904

6,262,406.421
23,625,110
(284,782,629
2,623.692
18,307,492.611

Total Equity Attributable to Equity Holders of Parent
Company
Non-controlling interest

38,043,698 .465
14,346,388,603

25,311,365,106
13,476,895,950

52,388,987.068

38,788,261.055

TOTAL LIABILITIES AND EQUITY
e =

71,950,706,801
s

62,881,356,239



COSCO CAPITAL, INC. AND SUBSIDIARIES

(Formerly Alcorn Gold Resources Corporation)

PRO-FORMA INTERIM CONSOLIDATED INCOME STATEMENTS

In Phillippne Pasa)

For the six months ended June 30

2013 2012
REVENUES 36.074.267.,308 24,401.569,259
COST OF SALES (excluding depreciation and emortization)  28,469,004,376 20,636,786,280
GROSS PROFIT (before depreciation and amortization) 6.605,262,932 3,864,782,978
OTHER OPERATING INCOME 1.003.907,704 651,818,026
7.609,170,6368 4 516,599,005

OPERATING EXPENSES fexcluding depreciation and
amartization)

3.947,731.821

2,660,150.3186

INCOME FROM OPERATIONS (before depreciation and
amaoartization)

OTHER INCOME (CHARGES) - net

3.661.438.816
105,654,847

1,856,448,688
1116,286,384)

INCOME BEFORE DEPRECIATION AND AMORTIZATION
AND INCOME TAX

DEPRECIATION AND AMORTIZATION EXPENSE

3,767.093,662
529.636,213

1.741,162,304
386,357,180

INCOME BEFORE INCOME TAX 3.237.457.449 1,354,805,124

INCOME TAX EXPENSE 870,224,000 435,111,686

NET INCOME FOR THE PERICD 2,367,233.44% 919,683,428
— —— T

MNet Income Attributable to:
Equity holders of the Parent Company
Mon-controlling intarests

1,498,740,796
868,492,663

413,295,810
506,397,619

2,367,233.448

919,683,428
- T




COSCO CAPITAL, INC. AND SUBSIDIARIES

(Formerly Alcorn Gold Resources Corporation)

PRO-FORMA INTERIM CONSOLIDATED INCOME STATEMENTS

iy Phiilippine Posal

For the three months ended June 30

2013

2012

REVENUES

COST OF SALES fexcluding depreciation and amortization)

17.911,045,967
14,687,323.081

13,053,564.813
10.8970,780,8285

GROSS PROFIT (before depreciation and amortization)
OTHER OPERATING INCOME

3,323,722,876
512,009,918

2,082,773,889
363,454,926

OPERATING EXPENSES (excluding depreciation and
amuortization]

3.835,732,794

2,028,966.710

2,448,228,915

1.410,923,496

INCOME FROM OPERATIONS (before deprecigtion and
amortization)

1,B06,766.085

1,035,305,420

OTHER CHARGES - nat 2,329,978 52,481,393
INCOME BEFORE DEPRECIATION AND AMORTIZATION
AND INCOME TAX 1,804,436.108 982,824,027
DEPRECIATION AND AMORTIZATION EXPENSE 272,838,143 203,420,557
INCOME BEFORE INCOME TAX 1.531,697.9656 779,403,470
INCOME TAX EXPENSE 427,311,302 239,246,208
NET INCOME FOR THE PERIOD 1,104,286,663 540,157,262
— = —

Net Income Attributable to:

Equity holders of the Parent Company 707,087,174 263,370,506

Non-controlling interests

397,199,489

276,786,756

1,104,286,663

540,157,262
Snbecety

— T
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