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COSCO capifal
i n ¢ o r p o r a t e d
TO ALL OUR STOCKHOLDERS:

Notice is hereby given that the ANNUAL STOCKHOLDERS’ MEETING of
COSCO CAPITAL, INC. will be held on June 26, 2015, 9:00 AM at the Acacia Hotel,
Alabang, Muntinlupa Ci!;y, Metro Manila, with the following agenda:

1. Call to Order

2. Proof of notice and quorum

3. Approval of the Minutes of the 2014 Annual Stockholders’ Meeting and
ratification of all acts and resolutions of the Board of Directors and
Management from the date of the previous Stockholders’ Meeting

4, Message of the Chairman and the President and Presentation of the Audited

Financial Statements as of December 31, 2014

Election of seven (7) directors inclusive of two (2) independent directors

Appointment of External Auditor

Other Matters

Adjournment

© o w

Stockholders of record as of the close of business on May 26, 2015 are entitled to
notice of, and to vote at such meeting. The stock and transfer book of the company will be
closed from June 10, 2015 to June 26, 2015.

If you do not expect to attend the annual meeting, you may execute and return the
proxy form to the office of the Company at: No. 900 Romualdez St., Paco, Manila, 1007.
The deadline for the submission of proxies is on June 19, 2015,

On the day of the meeting, you or your duly designated proxy are hereby required to
bring this Notice and any form of identification such as driver’s license, passport, company
L.D., voter’s 1.D., or TIN Card to facilitate registration. Registration shall start at 8:00 a.m and
will close at 8:45 a.m.

Manila, Philippines.

ATTY.C A NAY-DATUON
Ass ant Corporate Secretary

Head Office: 2/F Tabacalera Building, 900 Romualdez St., Paco, Manila, 1007, Philippines » Phone: (632) 524-9236 / (632) 523-3055



Securities and Exchange Commission
SEC FORM 20-IS
Information Statement Pursuant to Section 20 of the
SECURITIES AND REGULATION CODE

( ) Preliminary Information Statement
(/) Definitive Information Statement (Amended) :

—_

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

n
D EXCH GE

ISSION

g

Philippines
Province, country or other jurisdiction of incorporation or organization

co

4. 147669
SEC Identification Number

SECURITIES A

5. 000-432-378-000
BIR Tax Identification Code

%

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

7. (632) 523-3055 | 522-8801
Registrant’s Telephone Number

8. June 26, 2015, 9 AM, at the Acacia Hotel, Alabang, Muntinlupa City
Date, time and place of the meeting of the security holders

9. June 4, 2015
Approximate date on which the Information Statement is first to be sent or given to

security holders

10. Lucio L. Co, Chairman, or Leonardo B. Dayao, President, No. 900 Romualdez

St., Paco, Manila, {(632) 523-3055 or 522-8801
In case of proxy solicitations, name of person filing the statement or solicitor, address

and telephone number

11. Outstanding common shares - 7,395,37 3,564 outstanding shares / 9,890,000

treasury shares
Securities registered pursuant to Section 8 and 12 of the Code or Sections 4 and 8 of

the RSA (information on number of shares and amount of debt is applicable only to
corporate registrant)

12. Are any or all registrant’s securities listed in a Stock Exchange? Yes.

7,405,263,564 common shares are listed in the Philippines Stock Exchange
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notes, which were issued to less than 20 entities, are considered as exempt pursuant
to Section 10 (1) of RA 8799. The arranger is First Metro Investment Corporation and
the total arranger's fees amounted to P17 Million.

(2) On April 12, 2013, Lucio L. Co Group and Alcorn Gold Resources Corporation (now
Cosco Capital, Inc.) executed a Deed of Assignment in Payment for the Subscription
wherein the Lucio L. Co Group shall subscribe to the unissued unauthorized capital
stock of the Cosco, Capital, Inc. from the increase of its authorized capital stock at a
subscription price of P15 per share for a total of 4,987,406,421 new shares at an
aggregate subscription price of P74,811,096,315 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, Inc. and
Subsidiary, Patagonia 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.

(3) In addition 1,142,857,143 shares were subscribed and issued to subscribers for
R10.50 per share for a total consideration of R12,000,000,001.50. The issuance of
common shares was exempt from registration being issued to fewer than 20 persons
in the Philippines during the 12-month period as mandated by Section 10.1 of the
Securities and Regulation Code.

PART 1l

INFORMATION REQUIRED IN A PROXY FORM

Item 1. Solicitor. The foliowing proxies are being secured for the benefit of the Company.
The Company has designated its Chairman, Lucio L. Co and President, Mr. Leonardo B.
Dayao, as the persons who shall vote the proxies gathered by the Company. The proxy form
is intended to facilitate representation by stockholders and will be used for voting at the
Annual Meeting of Stockholders to be held on June 26, 2015 at the Acacia Hotel, Alabang,
Muntinlupa City, on the date and time and place stated above and in the Notice
accompanying this Information Statement and at any postponements or adjournments
thereof.

Item 2. Instructions. The Proxy Form, must be properly signed, dated and returned by the
stockholder on or before June 19, 2015. Validation of proxies will be held at the Company's
principal office on June 22, 2015, 4:.00 p.m. For corporate shareholders, the proxy form must
be accompanied by a corresponding secretary's certificate confirming the authority of the
person executing the proxy.

Validated proxies will be voted at the meeting in accordance with the authority and/or
instructions of the stockholder expressed therein. Proxies which are not properly signed and
dated. or which are received late, or which do not have an accompanying secretary’s
certificate (for corporate shareholders) shall not be voted at the meeting.

Subject to a stockholder's right to revoke his own proxy as stated in Item 3 below, the proxy
given by a stockholder shall be voted by the Company's Chairman, Lucio L. Co, and/or
President, Mr. Leonardo B. Dayao, or in his absence, by the Chairman of the Meeting, with
full power of substitution and delegation, in accordance with the authorization specifically
granted by the stockholder.

If no specific authority and/or instruction is made in the Proxy Form,
the shares of the stockholder will he voted FOR ALL the nominee
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Upon the lapse of approval from regulatory authorities, there is no guarantee that these will
be renewed or renewed under the terms acceptable to the Company. The Company ensures
that the approvals and permits are valid by monitoring very well its validity period,
compliance with the governmental regulations, constant communication with the authorities
and updating itself with the new laws and regulations.

Environment risk

prheg pa

Environment risk for the Restate Estate business includes the effect of the climate change
like fiooding, erosion and other unforeseen calamity that might affect the real estate
properties. The Company mitigates this risk by carefully selecting the sites. There is a
group within the Company that conducts research and study in sire selection inciuding the
environmental factors.

The business of oit exploration and development carry environmental risks and hazards and
are subject to environmental regulation pursuant to a variety of international conventions as
well as existing Philippine laws and regulations. Environmental legislation provides for,
among other things, restrictions and prohibitions on spills, releases or emissions of various
substances produced in association with oil operations. A company’s compliance with such
fegisiation, including health and safety laws, can involve significant costs and expenses and
any breach in these laws may resuit in the imposition of fines and penalties, the amounts of
which could be material. There can be no assurance that environmental laws will not result
in an increase in exploration and development costs or the curtailment of operations which
could adversely affect the results of operations and financial condition as well as its
prospects.

Market Risk

a) Compaetitor risk

The Company’'s grocery retailing businesses are highly competitive. The intensity of the
competition in Philippines retail industry varies from region to region. Some of the major
competitors considered by the Company are the SM malls, supermarkets and hypermarkets,
Robinson’s Supermarkets and Rustan’'s Supercenters. Competition includes product
selection, product quality, and customer service and store locations.

The Company performs market research to locate areas that will maximize market coverage
and penetrate its targeted customers. This careful selection of store locations and focus on
specific markets has enabled it to build brand strength and loyalty across its targeted
customer base.

For its specialty mall-999 Shopping Mall, competition is fairly manageable. The Mall is
strategically located in Divisoria and very accessible. The risk of low occupancy is remote.
The Company maintains a group that specialize in marketing, handling and communicating
with the tenants which are mostly those retailers from Mainland China.

As our business caters to the market of the imported and premium segment of liquor and
wines, we see no significant risk. [t has its own market niche and does not directly
competing with the local brands.

b) Supply risk

A shortage in the supplies and the volatility in its price may adversely affect the operations
and financial performance of the Company.
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C.V. Starr Avenue, Philamlife Village, Pamplona Il, Las Pifas City
Jorge Bocobo St., A Flores cor., Ermita Manila

E. Aguinaldo Highway, Tagaytay City

G/F Starmall, Edsa corner Shaw Blvd., Mandaluyong City

286 Blumentritt St. Sta. Cruz Manila

BF Homes, Along Aguirre Avenue, Paranaque City

Pobtacion, Tanuan, Batangas

Basement Annex A St. Francis Square, Julia Vargas corner Bank Drive,
Mandaluyong City

Alabang Zapote Road, Las Pifas City

Jose Yulo Sr. Blvd.,Canlubang Calamba City, Laguna

No. 1 west Ave., Brgy. Sta. Cruz |, Quezon City

San Dionisio Parafaque City

Balibago, Angeles, Pampanga

718 Quezon Avenue, Quezon City.

La Huerta, Parafiaque City

Scout Borromeo St., cor. Mother Ignacia Ave., Brgy. South Triangle, Quezon City

Rizal Ave., corner G. Puyat St., Sta Cruz, Manila

Bagong Buhay Avenue, Brgy., Bagong Buhay-B, Municipality of San Jose Del

Monte, Bulacan

Commonwealth Ave., M. Balara/Capitol, Quezon City

Mc Arthur Highway, Dolores, City of San Fernando, Pampanga
M.L. Quezon Street, Barangay San Isidro, Antipolo City
Poblacion, San Juan Batangas

Holy Spirit Ave., Don Antonio Heights, Brgy., Holy Spirit Quezon City
Brgy. Mangahan, Municipality of Gen. Trias, Province of Cavite
Juan Luna St. near Padre Rada St. Tondo Manila

Qurino Ave., corner Alabang-Zapote Road, Las Pinas City

Brgy. Mayapa, Calamba, Laguna

Batong Malske, Los Bafos, Laguna

53 West Avenue, Brgy. Paltok, Quezon City

Taft Avenue corner A. Arnaiz Street, Pasay City

704 Rizal Avenue Extention, Brgy. 80, Caloocan City

134 Del Monte Ave., cor. Cordillera St., Quezon City

Quezon Avenue, Quezon City

MacArthur Highway, Brgy. Calbario, Meycauayan, Bulacan
Bayan- bayanan Ave., Concepcion Uno, Marikina City

126 R. Jabson St. Brgy. Malinao, Pasig City

P. Oliveros corner Gen. Luna corner Martinez St., Antipolo City
Batasan- San Mateo Road comer Santo Nifio St., Quezon City
375 Tuktukan, Guiginto, Bulacan

J. Aguilar Ave., CAA Road, Pulang Lupa Dos, Las Pifias City
Cagayan Valley Road, Tabang, Plaridel, Bulacan

Brgy. Ususan, Taguig city

ML Quezon Ave., San Isidro, Angono Rizal

J.P. Rizal Avenue, Nangka Marikina City

346 Rizal avenue, Barangay San Juan, Taytay, Rizal

Lot 3A Block2 Old Sauyo Road, Barangay Sauyo, Novaliches, Quezon City
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July 10.02 9.44

August 9.60 8.00
September 8.28 7.62
October 7.99 7.40
November 8.44 7.86
December 8.74 8.00

Source: Daily Quotation Reports of the Phitippine Stock Exchange
Holders

There are approximately 1,034 registered holders of common shares as of December 31,
2014 owning at least one board lot per 100 share (based on number of accounts
registered with the Stock Transfer Agent).

The top 20 stockholders as at December 31, 2014 are as follows:

Name No. of Shares Held % to Total
1. Lucio L. Co 2,317,503,092 31.30%
2. SusanP. Co 1,780,182,230 24.03%
3. The HSBC 638,013,331 8.62%
4. VFC Land Resources, Inc. 220,066,929 2.97%
5. Ferdinand Vincent P. Co 209,557,122 2.83%
6. Pamela Justine P. Co 209,535,971 2.83%
7. Ansaldo Godinez & Co, Inc. 176,156,725 2.38%
8. Deutsche Bank Manila 165,632,201 2.24%
9 KMC Realty Corporation 150,832,231 2.04%
10 Standard Chartered Bank 150,782,800 2.04%
11. King's Power Securities, Inc. 129,564,427 1.75%
12. Camille Clarisse P. Co 83,295,231 1.12%
13. COL Financial Group, Inc. 68,349,881 0.92%
14. SB Equties, Inc. 66,772,808 0.90%
16. SPC Resources, Inc. 58,500,000 0.79%
16. Strategic Equities Equities Corp. 52,371,883 0.71%
17. First Metro Securities Brokerage Corp. 35,281,269 0.48%
18. BDO Securities Corporation 32,705,958 0.44%
19. Abacus Securities Corporation 29,736,087 0.40%
20. HDI Securities, Inc. 29,457,900 0.40%
Dividends

On June 27, 2014, the Board of Directors of Cosco Capital, Inc. declared and approved the
payment of cash dividends amounting to R0.06 per share pavyable to all qualified
shareholders as of the record date of July 11, 2014 payable on July 28, 2014.

On December 18, 2014, Board of Directors of Cosco Capital, Inc. declared and approved the
payment of cash dividends amounting to RO.08 per share payable to all qualified
shareholders as of the record date of January 12, 2015 payable on February 5, 2015.
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* Asset turnover {Net revenue/ Average total assets) measures how efficiently assets
are used to generate revenues

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

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

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

Performance Indicators 2014 2013 2012
Return on investment 10.94% 10.32% 0.93%
Profit margin o 6.31% 6.92% 32%
BITDA to interest expense 34.54:1 316.74:1 n/a
Current ratio ' 2.14:1 2.16:1 364:1
Asset turnover 1.20:1 1.09x 0.03:1
Asset to equity ) 1.62:1 1.37:1 1:1
Debt to equity ratio 0.49:1 0.08:1 Debt free

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

Results of Operation
Comparative Years 2014 and 2013

Growth in Revenues

Cosco Capital, Inc. and subsidiaries (the “Group”) posted a consolidated revenue of R98.79
Billion for the year ended December 31, 2014 which reflects an increase of R49.82 Billion or
representing a growth of 102% compared to last year's revenue of R48.98 Billion. The
growth in consolidated revenues has been largely driven by a combination of the Group’s
sustained organic growth from its aggressive stores expansion program for its grocery retail,
real estate and liquor distribution business segments as well as revenue contributions
realized from the strategic acquisitions made during the period involving its commercial real
estate portfolic as well as investments in specialty retailing business segment with the
acquisition of Office Warehouse in February 2014 as well as Liquigaz Philippines in July
2014

Growth in Net Income

During the same period, the Group realized a consolidated net income of R6.23 Billion which
is higher by R2 .50 Billion representing a 67% increase as compared to last year's net income
of R3.73 Billion. Net income attributable to equity holders of the parent company (PATMI)
amounted to R4.027 Billion in 2014 which increased by about R1.54 Billion or 62% as
compared to the 2013 PATMI amounting to B2.48 Billion.
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Bulacan with a capacity of 75 metric tons with 5 cylinder refilling facilities and another one
located in Canlubang, Laguna with a capacity of 40 metric tons.

For the year ended December 31, 2014, Liquigaz contributed the amount of #7.91 Billion to
the Group's consolidated revenues and R126 Million to the Group’s consolidated net income.
However, the Company’s 2014 twelve-month year on year revenué and net income grew by
4% and 61% respectively, as compared to its 2013 operating results.

Table 3: Consolidated Statements of Financial Position

Shown below is the consolidated financial position of the Group:

INCREASE

In Milli 2014 % 2013 b DECR § %

ASSETS

Current Assets
Cash and cash equivalents 15,377 i7% 14,744 20% 633 4%
Receivables net 5,342 &% 2,818 4% 2,523 89%
Investments in trading securities 37 0% 29 0% 9 30%
Available-for-sale financial assets 14 0% 1 0% 3 25%
Short-term investments 1,128 1% 500 1% 628 126%
Inventories 13,922 16% 10,355 14% 3.567 34%
Due from related parties 10 0% 0% 10 100%
Prepsid expenses and other current
assets 1166 1% 17 2% -538 2%

36,996 47% 301 40% 6,834 23%

NONCURRENT ASSETS

Noncurrent Assets
Property and equipment net 15.285 17% 13,481 18% 1.804 13%
Investment properties net 12,774 14% 11,672 16% 1.102 9%
Intangible assets 20.895 23% 18,001 24% 2,894 16%
Investments 912 1% 440 7% 472 107%
Defetred oil and mineral exploration
costs 19 0% 119 0% 0%
Loans to related parties-net of
current portion 8 0% - O% 8 7100%
Deferred tax assets net 121 0% 53 0% 68 1289%
Other non-current assets 2,609 3% 1,198 2% 1,413 178%

52,723 59% 44,961 50% 7 2 17%
TOTAL ASSETS 89718 7100% 75122 100% 14 596 19%
17A 2014
February 2001
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Table 1: Consolidated Income Statements

The table below shows the consolidated results of operations of the Group for the years
ended December 31, 2013 and 2012.

INCREASE
in Millions} 2013 2012 (DECREASE} %
REVENUES 48,976 4 48,972 1182959%
COST OF SALES 39,442 39,442 100%
GROSS PROFIT 9,634 4 9,530 230208%
OTHER OPERATING INCOME 1,400 _ 1.400 100%
10,934 4 70,930 264023%
OPERATING EXPENSES 5,895 22 5873 26262%
INCOME FROM OPERATIONS 5,038 -18 5,056 -27745%
_OTHER INCOME (EXPENSE) - net 44 29 15 52%
INCOME BEFORE INCOME TAX 5,082 11 50717 47006%
INCOME TAX EXPENSE 1.351 1,351 7001388%
NET INCOME FOR THE YEAR 3.731 10 3,721 34545%
Net Income Attributable to:
Equity holders of the Parant Company 2,483 10 2272 22951%
Non-controlling interests 1,248 1,248 100%
3,731 10 3721 34545%

The observable out-of-range fluctuations between the 2013 and 2012 consolidated figures
are mainly attributable to the relative effectivity dates of the consolidation of the acquired
subsidiaries through the share swap transaction in June 2013 whereby the consolidated
operating results for 2013 comparative period included only the operating results of the
subsidiaries starting the month of June 2013 only whereas the Group's consolidated
operating resuits for the year 2012 represents Cosco Capital, Inc. as a mining company only.
(See Table 2 Below)
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February 200t

Camille Clarisse P. Co - 20 Million shares
Katrina Marie P. Co - 20 Million shares

2.Amendment of Article Il of the Articles of
Incorporation

Pursuant to SEC Memorandum No. 6 issued on
February 20, 2014, the Board approved the
amendment of Articles Il of the Company's
Article into:

“THIRD. That the place where the principal
office of the Corporation is to be established or
located is at No. 900 Romualdez St., Paco,
Manila”

3. Agenda for the Annual Stockholders
Meeting

The annual stockholder's meeting of Cosco
Capital, Inc. will be held on June 27, 2014,
2:00 p.m. At the Acacia Hotel, Alabang,
Muntiniupa City., Metro Manila, with the
following Agenda:

1. Call to order

2. Proof of notice and quorum

3. Message of the Chairman and the President
and presentation of the Audited Financial
Statements as of December 31, 2013

4. Approval of the Minutes of the August 30,
2013 Annual Stockholders' Meeting and
ratification of all acts and resclutions of the
Board of Directors and Management from the
date of the last Stockholders' Meeting

5. Election of seven (7} directors inclusive of
two (2} independent directors.

6. Approval of the listing of 575,000,000
shares of Cosco Capital, Inc. subscribed by the
Lucio L. Co Group on April 26, 2010
representing 25% of the increase in authorized
capital stock of the Campany from 700 Million
to 3 Billion pesos and waiver of the
requirement to conduct a rights or public
offering by the majority of the outstanding
shares held by the attending minority
stockholders pursuant to Section 5, Part A,
Article V to the Revised Listing Rules of the
Philippine Stock Exchange

7. Amendment of Article Il of the Articles of
Incorporation
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COSCO CAPITAL, INC. AND SUBSIDIARLES.

CONSOLIDATED STATEMENTS OF FINANCIAL

ASSETS

Current Assets

Cash and cash equivalents

Short-term investments

Receivables - net

Merchandise inventory

Investments in trading securities
Available-for-sale financial assets

Due from related parties

Propaid ¢ enses and other current assets

Total Current Assets

Noncurrent Assets

Investments

Property and equipment - net

Investment properties net

Intangibles and goodwill - net

Deferred oil and minceral exploration costs - net
.Deferred tax assets — net

Due from related parties- noncurrent portion
Other noncurrent assets

Total Noencurrent Assets

LIABILITIES AND EQUITY

Current Llabllities

Accounts payable and accrued expenses

Short-term loans payable

Current maturities of long - term loans, net of
debt issue costs

Income tax payable

Trust receipts payable

Due to related parties

Other current libilitics

Total Current Liabilities

Noncurrent Liabilities

Long-term Joans - net of current maturities and
debt issue costs

Dcferred tax liabilities net

Retirement benefits liability

Deposits for future subscriptions in a subsidiary

Noncurrent accrued rent

‘Other noncurrent liabifitics
Total Noncurrent Liabllities

Tota] Liabilities
Forward

Note

11,32 33

12

13

14

15

28

26, 32, 33
16,23,32,33

17,32 33
18 32

18 32

32,33
26, 32, 33
19,32, 33

18,32, 33
28
27
20
22
32

by

vy

Pffﬁ'l?

Decemn il

2014

P15,681,010,818
824,078,115
5,321,986,551
13,921,685,345
7,448,469
14,277,024
10,049,370
1,164.91

36,975,450,041

912,065,182
15,285,188,229
12,773,920,323
20,895,164,609

119,168,419

120,214,897

7,995,068
2.609 412,772

52,723,129,499
P89,698,579,540

P12,715,282,082
2,259,100,000

1,007,789,300
829,501,994

42,605,644
408917.894

17,263,196,214

8,858,613,920
753,780,195
433,436,122
150,313,060
2,068,506,537
491,968,455

12,756,618,289
30,019,815,203

Il

P14,744,149,987
500,000,000
2,818,808,266
10,354,718,168
28,867,376
11,458,480

170 982309
30,160,984,586

439,775,237
13,480,715,044
11,672,008,123
18,000,887,819

118,829,183

52,941,791

1,196.154,380
44,961,311,577

P75,122,296,163

PI1,562,162,196
1,212,000,000

734,939,892
16,543,219
48,453,321

413,894,806

13,987,993,434

3,451,714,933
938,849,665
293,041,032

1,599,368,798
20,507.316

6,303,481,744
20,291,475,178




































anaria Holdings Corporation

Incorporated and registered with the SEC on June 5, 2013 primarily to invest in,
purchase, subscribed for, or otherwise acquire and own, hold, use, develop, sell, assign,
transfer, mortgage, pledge, exchange, or otherwise dispose real and personal property of
every kind and description, including shares of stocks, bonds, debentures, notes,
evidences of indebtedness, and securities, contracts or obligations of any corporation or
corporations, association or associations, domestic or foreign for whatever lawful
purpose or purposes may have been organized, and to pay therefore in whole or in part in
cash or by exchanging therefore stocks, bonds or other evidences, of indebtedness or
other securities, of this or any other corporation, and while the owner or holder of any
such real or personal property, stocks, bonds, debentures, notes, evidence of indebtedness
or other securities, contracts, or obligations, to receive, collect and dispose of the interest,
dividends and income arising from such property and to possess and exercise in respect
thereof, all the rights, stocks so owned. In no case, however, shall the corporation engage
a stockbroker or dealer in securities or and an investment house, mutual fund of trust
company.

On July 17, 2014, the previous owner of CHC entered into an agreement with Cosco to
sell all their shares, rights, title and interest in CHC to Cosco. On the same date, CHC
subscribed additional shares amounting to thirty-two thousand five hundred (32,500)
common shares from the unissued shares of the CHC. Further, the remaining five
thousand (5,000) common shares were subscribed by an individual through PR Gaz
Holdings, Inc or “PGHI”. Consequently, CHC became 90% owned by Cosco and 10%
owned by PGHI.

The following table summarizes the information relating to CHC’s NC], before any intra-
group elimination.

SRR — Canaria
Non-controlli  interest percentage 10% -
Current assets P2,927,805
Noncurrent assets 3,528,491,753
Current liabilities (3,526,532,060)
Noncurrent liabilities -
Net assets 4,887,498
Carrying amount of non-controlling interests P488,750
Revenue ' P2,501
Net income for the year (102,002)
Otherco  ehensive income -
Total comprehensive income (loss) (P102,002)
Net income allocated to noncontrolling interest - (P10,200)
Other comprehensive income allocated to non-

controlling interests o
Cashflow from operating activities (3,529,679,346)
Cashflow from investing activities -
Cashflow from financing activities 3,531,155,160
Net increase (decrease) in cash P1,475814



























Depreciation and amortization recognized in profit or loss amounted to P1.32 billion and
P635.0 million in 2014 and 2013, respectively (see Note 21 and 24). Property and
equipment, net of accumulated depreciation, amounted to P15.29 billion and P13.48
billion as at December 31, 2014 and 2013, respectively (see Note 12).

Estimating Useful Lives of Computer Software and Licenses and Leasehold Rights

The Group estimates the useful lives and amortization methods of computer software and
licenses and leasehold rights are based on the period and pattern in which the asséts’
future economic benefits are expected to be consumed by the Group. The estimated
useful lives and amortization period of computer software and licenses and leasehold
rights are reviewed at each reporting date and are updated if there are changes in the
expected useful lives or the expected pattern of consumption of future economic benefits
embodied in the computer software and licenses and leasehold rights. It is possible,
however, that future results of operations could be materially affected by changes in
estimates brought about by changes in the estimates used.

Amortization recognized in profit or loss amounted to P13.9 million and P10.4 million in
2014 and 2013, respectively. Net carrying value of computer software and licenses and
leasehold rights amounted to P235.2 million and P210.4 million as at December 31, 2014
and 2013, respectively (see Note 14).

Impairment of Goodwill, Trademarks and Customer Relationships with Indefinite Lives

The Group determines whether goodwill, trademarks and customer relationships are
impaired at least annually. This requires the estimation of the recoverable amounts of the
goodwill, trademarks and customer relationships. Estimating recoverable amounts
requires management to make an estimate of the expected future cash flows from the
cash-generating unit to which the goodwill, trademarks and customer relationships relate
and to choose a suitable discount rate to calculate the present value of those cash flows.

The carrying amounts of goodwill, trademark and customer relationships with indefinite
useful lives amounted to P20.7 billion as at December 31, 2014 and 2013 (see Note 14).

Estimation of Reserves

Oil and mineral reserves are key elements in the Group’s investment decision making
process. They are also an important element in the Group’s impairment testing. Changes
in proven oil and mineral reserve will affect the standardized measure of discounted cash
flows and the unit-of-production depletion charges to profit or loss.

Proven oil reserves are the estimated quantities of crude oil which geological and
engineering data demonstrate with reasonable certainty to be recoverable in future years
from known reservoirs under existing economic and operating conditions, i.e., prices and
costs as of the date the estimates are made. Proven developed reserves are reserves that
can he expected to be recovered through existing wells with existing equipment and
operating methods,

Proven mineral reserves are the economically mineable part of a measured mineral
resource. It includes dituting materials and allowance for losses which may occur when
the material is mined. Appropriate assessment, which includes a pre-feasibility study, at
the minimum, have been carried out, and include consideration of, and modification of,
realistically assumed mining, metallurgical, economic, marketing, legal environment,
social and govermnment factors. These assessments demonstrate that extraction could
reasonably be adjusted at the reporting date.
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Propurty and Equipment

Property and equipment, excluding land and construction in progress, are carried at cost
less accumulated depreciation, amortization and impairment losses, if any. Land is
carried at cost. Construction in progress represents structures under construction and is
stated at cost. This includes the costs of construction and other direct costs. Construction
in progress is not depreciated until such time that the relevant assets are ready for use.

Initially, an item of property and equipment is measured at its cost, which comprises its
purchase price and any directly attributable costs of bringing the asset to the location and
condition for its intended use. Subsequent expenditures 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, will flow to the Group. All other subsequent
expenditures are recognized in profit or loss.

Wells, platforms and other facilities comprising oil and gas property represents the
Company’s share in the Service Contract (SC) 14’s total capitalized exploration and
development expenditures. They are amortized using the unit-of-production method
based upon estimates of proven developed reserves. Proven developed reserves are the
portion of reserves that are reasonably certain to be produced and sold during the
remaining period of existing production licenses and agreeinents. The effect of revisions
of previous estimates of proved developed reserves is taken up prospectively in the unit—
of-production calculation,

Estimates of decommissioning and abandonment costs, which are accrued based on unit-
of-production rate, which depends on approved budget and reserve estimates, are also
included in the wells, platforms and other facilities account as these costs are treated as
recoverable costs to be deducted from oil sales proceeds prior to remittance of
government share as indicated in the agreement among Consortium members under the
SC.

Depreciation and amortization are computed on a straight-line basis over the estimated
useful lives of the related assets as follows:

Number of Years

Building 15-30

Storage tanks, platforms, wells 25

Furniture and fixtures 2-20

Office and store equipment 2 15
Transportation equipment 3 5

Leasehold improvements 15 - 20 or term of the lease,

_ whichever is shorter

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

When an asset is disposed of, or is permanently withdrawn from use and no future
economic benefits are expected from its disposal, the cost and accumulated depreciation,
amortization and impairment losses, if any, are removed from the accounts and any
resulting gain or loss arising from the retirement or disposal is recognized in profit or
loss.
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SCHEDULE H. CAPITAL STOCK
{in Philippine Peso)

Number of shares Number of shares

Number of issued and reserved for Numbher of shares Directors
Title of Issue outstanding at options, held . ‘ Others
. Shares officers and
(i) authorized shown under related wamants, by related parties smDlovees {i)
balance sheet conversion i) ploye
caption and other rights
CQ"MON STOCK 10,000,000,000 7,405.263 564 1,282,679.727 4,107,044,266 2,015,639,571

¢ On June 28, 2007, the BOD approved the increase in authorized capital stock from P700,000,000 to P3,000,000,000 divided
into 300 billion common shares with the same rights and privleges and with a par value of P0.01 per share. On the same
date, the BOD approved the ssuance of up to 5% of the authorized capita stock of the Company to qua Ified employees and
persons through an Employees Stock Qwnership Plan.
On June 8, 2010, the SEC approved the Company's application to increase ts authorized capital stock as discussed above
During 2011, upon implementation of the capital increase, 26% of the additonal P2 3 billion was subscribed through private
placement and P100 miflion of which was subscribed through stock rights offering.
On Aprit 22, 2013, the SEC approved the increase in capital stock from P3,000,000,000 divided into 300,000,000,000
shares with par value of P0.01 each, to P10,000,000,000 shares with par value of P1 .00 each. On the same date, the SEC
approved the increase in capital stock of seven biltion shares
As at December 31, 2014 and 2013, number of shares ssued and outstanding totaled 7,405,263,664. Additional paid n
capital amounted to P79,827,987,885 in 2014 and 2013.
The Company has not yet implemented the stock option plan to qualified employees as at December 31, 2014 and 2013
On December 18, 2014, the BOD approved to buy back the Company’s shares up to P1.00 billion or approximately 30 0
million shares within one year from the approval or unul November 4, 2015. As at December 31, 2014, the Company already
bought back 472,200 shares with acquisition cost of P3,963,490 and was classified n the Company’s book as treasury
shares.






COSCO CAPITAL, INC.
900 Romualdez Street, Paco, Manila, Philppines
SCHEDULE OF RECONCILIATION OF RETAINED EARNINGS AVAILABLE
FOR DIVIDEND DECLARATION

(Figures based on audited
financial statements as at and for
the year ended December 31,

2014)
Unappropriated Retained Eamnings, beginning P551,249,788
_Adjustments in ‘ous ar’s Reconciliation
Unappropriated Retained Earnings, as adjusted to
available for dividend distribution, December 31,
2013 551,249,788
Net income actually incurred during the period 601,283,856
Add (Less):
Dividends declaration during the period (P1,036,736,899)
Treasury shares (3,963,490) (1,040,700,389)

TOTAL RETAINED EARNINGS, DECEMBER 31,
2014 AVAILABLE FOR DIVIDEND P111,833,255
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Post-e ent Benefits

The determination of the retirement obligation and cost and other retirement benefits is
dependent on the selection of certain assumptions used by actuaries in calculating
such amounts. Those assumptions include among others, discount rates, and rates of
compensation increase. In accordance with the PFRS, actual results that differ from the
assumptions are recognized as remeasurements in other comprehensive income and
therefore, generally affect recorded obligation. While the Company believes that the
assumptions are reasonable and appropriate, significant differences in the actual
experience or significant changes in the assumptions may materially affect the pension
and other retirement obligations.

As at March 31, 2015 and December 31, 2014, the Group's retirement benefit liability
amounted to P433,921,748 and R433,436,122, respectively, as disclosed in Note 30.
Remeasurements recognized as other comprehensive income amounted to
R49,793,434, net of related tax.

Estimati | irment of Available-for-salke Financial Assets

The Company treats AFS equity investments as impaired when there has been a
significant or prolonged decline in fair value below its cost. This determination of what
is significant or prolonged requires judgment. The Company treats “significant”
generally as 20% or more of the original cost of the investment, and “prolonged” as
greater than 12 months. In making this judgment, the company evaluates among other
factors, the normal volatility of quoted prices, evidence of deterioration in the financial
health of the investee, industry or sector performance, changes in technology and
economic environment. For AFS investment carried at cost, the Company estimates
the expected future cash flows from the investment and calculates the amount of
impairment as the difference between the present value of expected future cash flows
from the investment and its acquisition cost and recognizes the amount in the
statement of comprehensive income.

As at March 31, 2015 and December 31, 2014, the Group assessed that the changes
in the fair value of the investment are temporary, thus no impairment loss was
recognized. The carrying value of investment in trading securities amounted to
P40,934,859 and R37,448,469 as at March 31, 2015 and December 31, respectively,
as disclosed in Note 13.

Estimati  Net Realizable Value (NRV) of Merchandise Invento

Net realizable values of inventories are assessed regularly based on the prevailing
selling prices of inventories less estimated costs to sell. The Group recognizes expense
and provides allowance for decline in value of inventories whenever net realizable value
of inventories becomes lower than cost due to damage, physical deterioration,
obsolescence, changes on price levels or other causes. Inventory items identified to be
obsolete and unusable is written off and charged against allowance account. Increase
in the net realizable values will increase the carrying amount through reduction of
allowance for decline but only to the extent of original acquisition cost.

The carrying amount of merchandise inventory amounted to R14,440,851,131 and
£13,921,685,345 as at March 31, 2015 and December 31, 2014, respectively, as
disclosed in Note 10.
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Gabon - Etame, Offshore Gabon, West Africa

On February 23, 2001, the Parent Company executed Heads of Agreement (HOA) and
Deed of Assignment with Sojitz Etame, Ltd. (formerly Nissho Iwai Corporation of Japan)
for its 2.625% interest in Etame oil field in Gabon, West Africa. The agreements provide
that payment of capped amount of US$1,000,000 conditioned on production out of
revenue derived from the assigned Participating Interest (2.428%) of 15% of Profit Qil [as
defined in the Joint Operating Agreement (JOA)], payable quarterly and in accordance
with the following:

{iy should the amount of proved recoverable reserves as submitted in the Development
Plan by the Operator be less than 65 million barrels in the Etame Exploration Blocks,
Buyer shall pay US$800,000; and

(i) should the oil reserves be greater than 65 million barrels, Buyer shall pay an
additional amount of US$200,000.

As at December 31, 2011, the Parent Company already received US$800,000 (peso
equivalent: P35.1 million) as proceeds on production of 65 million barrels.

The Parent Company is still seeking the additional US$200,000 (peso equivalent: P8.8
million) as stated in provision (ii) of the above agreement for the computed oil reserves in
excess of 65 million barrels as at December 31, 2012, As at December 31, 2014 and
2013, there were no further developments on the said project.

SC 6A (Octon ad North Block) - Offshore Northwest Palawan Philippines

The SC 6A oil field, discovered in 1990, is located in Offshore Northwest Palawan near
Galoc Block. As at December 31, 2011, Cosco has participating interest of 1.57% in
North Block and 0.50% in Qcton Block. This oil field was not put into production due to
low oil price in 1990 and also due to limited data.

The impending expiry of SC 6A-Octon Block was finally resolved in a DOE letter on June
18, 2009. The letter informed the Operator, Philodrill, of the 15-year contract extension
of the SC Octon Block subject to some terms and conditions.

On December 8, 2011, the DOE approved the transfer of Filipino Consortium’'s 70%
undivided interest to PLL. DOE has also approved the appointment of PLL as the Operator
in accordance with the Deed of Assignment and Assumption dated July 1, 2011.

The work commitments approved by the DOE for 2012 include the seismic acquisition,
processing and interpretation of 500 square kilometers of 3D data area in Octon. Cosco
for its part will be carried free up to the drilling of the two exploration wells on the block.

In 2013, the 3D seismic acquisition has been completed and the data is now in Vietnam
for data processing and interpretation. Qil reserves have already been determined and
would be further refined and fine tuned by the complete seismic acquisition.

As at March 31, 2015 and December 31, 2014, there were no further developments on
the said project.
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The Group, in the normal course of business, has transactions with its related parties as
follows:

Officers
Cash advances extended from and to an officer for working capital requirements.
Under Commaon Control

Cash advances extended from and to entities under cormmon control for working capital
requirements.

Throu t A reement

On December 15, 2000, LPC, together with its co-joint venture in MJVC, as “Users”,
entered into a throughput agreement (TA} with MJVC and PLBRC. Under the TA, MJVC
will provide the services to enable basis, each of the users to load and off-load products
from vessels and receive products from MJVC's storage facilities. The Company, as the
User, shall pay the services and annual fees based on a certain formula agreed upon
under the TA. The fee shall be shared between the users based on the actual tonnage
off-loaded or loaded from and to ships. The term of the agreement is for 25 years and
shall expire on December 15, 2025.

Throughput fees are shown as part of cost of sales.

Loans to related parties pertains to loans to associates which are unsecured and are
payable in twenty {20} equal annual installments subject to annual interest based on the
91-day treasury bill rate plus a margin of 200 basis points subject to quarterly repricing.
In the event of default, the Company through written notice may terminate the facility
and any principal and interest outstanding shall be immediately due and payable on
demand. The maximum credit risk exposure on these loans is equal to their carrying
amount as at reporting date.

Cons’ nment and Concession

On September 27, 2006, PSMT PFhilippine, Inc. (PriceSmart}, referred to as the
“Consignee,” an entity under common control, entered intc a consignment and
concession contract with PPCl thru Kareila, referred to as the “Consignor.” The
Consignee is the owner and operator of four {4) Warehouse, {1) Fort Bonifacio Global
City, Taguig City, Metro Manila; {2} Congressional Avenue, Bago-Bantay, Quezon City;
(3) Aseana Business Park, Brgy. Tambo, Paranaque City; and (4) Westgate, Filinvest
Alabang, Muntinlupa City, including all the furniture, fixtures and equipment presently
situataed therein.

Under the contract, the Consignor offered to consign goods at the aforesaid four (4}
stores and the Consignee accepted the offer subject but not limited to the terms and
conditions stated as follows:

* The Consignee hereby grants to the Consignor the right to consign, display and
offer for sale, and sell goods and merchandise as normally offered for sale by
Consignee, at the selling areas at the four (4) stores.

» The Consignor shall give the Consignee a trade or volume discount of its gross
sales.

s The proceeds of sale of the Consignor shall remain the sole property of the
Consignor and shall be kept by the Consignee strictly as money in trust until
remitted to the Consignor after deducting the amounts due to the Consignee.

71






25,

ISSUED CAPITAL

The issued capital of the Group is as follows:

2015 » "4__%91_14_"
Capital stock R 7.405,263,564 R 7,405,263,564
Additional paid-in ca ital 9,634,644,229 9,634,644,229

B 17,039.907,793 R 17,039,907,793

C ‘tal Stock

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

2015 2014
Shares Amount Shares Amount
Authorized 10,000.000,000 R 10 000,000 000 10 000 000 000 £ 10,000 000 000
Issued and fully paid
Balance, Januar 7,405,263.564 R 7.405,263,564 7,405,263,564 P 7,405,283,564

Capitsl Stock and Additional Paid-in al

On June 28, 2007, the BOD approved the increase in the Parent Company’s authorized
capital stock from P700,000,000 to P3,000,000,000 divided into 300 billion common
shares with the same rights and privileges and with a par value of PO.01 per share. On the
same date, the BOD approved the issuance of up to 5% of the authorized capital stock of
the Company to qualified employees and persons through an Employees Stock Ownership
Plan.

On June 8, 2010, the SEC approved the Parent Company's application to increase its
authorized capital stock as discussed above. In 2011, upon implementation of the capital
increase, 25% of the additional P2.3 billion was subscribed through private placement and
P100 million of which was subscribed through stock rights offering.

On April 22, 2013, the SEC approved the increase in the Parent Company’s capital stock
from P3,000,000,000 divided into 300,000,000,000 shares with par value of PO.01 each,
to P10,000,000,000 shares with par value of P1.00 each.

As at December 31, 2014 and 2013, the number of shares issued and outstanding totaled
7.405,263,564. Additional paid-in capitai amounted to P79,827,987,885 in 2014 and
2013.

The Parent Company has not yet implemented the stock option plan to qualified employees
as at March 31, 2015 and December 31, 2014,

Treasury Shares

On December 18, 2014, the BOD approved to buy back the Parent Company’'s shares up
to P1.00 billion or approximately 30 million shares within one year from the approval or
until November 4, 2015. As at March 31, 2015 and December 31, 2014, the Parent
Company already bought back 6,000,000 and 472,200 shares with acquisition cost of
R45,824,443 and R3,963,490, respectively, and was classified in the Parent Company’s
book as treasury stocks.
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32.

RETIREMENT BENEFITS LIABILITY

The Group has an unfunded, non-contributory, defined benefit plan covering all of its
permanent employees. Contributions and costs are determined in accordance with the
actuarial studies made for the plan. Annual cost is determined using the projected unit
credit method. The Group’s latest actuarial valuation date is December 27, 2014.
Valuations are obtained on a periodic basis.

The following table shows reconciliation from the opening balances to the closing balances
of defined benefit liability recognized under *Retirement benefits liability” and its
components.

2015 2014
Balance at January 1 P 458,436,122 R 293,041,032
Included in profit or loss
Current service cost 1,410,797 63,434,907
Interest cost 16,955,785
Interest income on plan assets (167,107)
1.410,797 80,223,585
Included in other comprehensive income
Remeasurements loss (gain):
Changes in financial assumptions (780.626)
Changes in demographic assumptions {64,812)
Actuarial loss (gain} arising from:
Financial assumptions 67.091,416
Experience adjustment (12,064,685)
_Return on plan assets excluding interest income 234,492
54,415,785
Retirement henefits pald (925,171)
Effect of business combination 30,755,720
Balance at March 31 and December 31 P 458,921,748 PR 458,436,122

The retirement benefits liability recognized in the statements of financial position as at
March 31, 2015 and December 31, 2014 are as follows:

. 2015 2014

Present value of defined benefits obligation P 458,021,748 R 458,436,122
Fair value of lan assets (25,000,000) {25,000,000)
Retirement benefits liability £ 433,921,748 R~ 433,436,122
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The amount of retirement benefits cost recognized in profit or loss consist of:

2015 2014
Current service cost P 1,410,797 B 63,434,907
Interest expense on the defined benefit liability 16,955,785
Interest income on plan assets {167,107)

P 1,410,797 P 80,223,885

The actuarial losses, before deferred income taxes recognized in other comprehensive
income are as follows:

201% 2014
Cumulative actuarial loss at beginning of year P 71,133,477 R 3,600,700
Actuarial loss (gain) due to increase in defined
benefit obligation 54,415,785
Effect of business combination 13,116,992
Cumulative actuarial loss at end of year P 71,133,477 R 71,133,477

The following were the principal actuarial assumptions at the reporting date:

2015 2014
Discount rate 5.32% 5.32%
Future salary increases 8.00% 8.00%

Assumptions regarding future mortality have been based on published statistics and
mortality tables.

The weighted average duration of the defined benefit obligation at the end of the reporting
period is 25.8 years.

It should be noted that the changes assumed to be reasonably possible at the valuation
date are open to subjectivity, and do not consider more complex scenarios in which
changes other than those assumed may be deemed to be more reasonable.

These defined benefit plans expose the Group to actuarial risks, such as longevity risk,
interest rate risk, and market {investment) risk.

it should be noted that the changes assumed to be reasonably possible at the valuation
date are open to subjectivity, and do not consider more complex scenarios in which
changes other than those assumed may be deemed to be more reasonable.

These defined benefit plans expose the Group to actuarial risks, such as longevity risk,
interest rate risk, and market (investment) risk.

Fundi Arra ments
Since the Group does not have a formal retirement plan, benefit claims under the
retirement obligation are paid directly by the Group when they become due.
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33.

34.

OPERATING LEASES
The Group as a Lessee

The Group leases warehouses, parking spaces and certain lands and buildings where some
of its stores are situated or constructed. The terms of the lease are for the periods ranging
from ten to forty (10-40) years, renewable for the same period under the same terms and
conditions. The rent shall escalate by an average of 1% to 7%. Rental payments are fixed
amounts which are calculated either fixed monthly rent or is calculated in reference to a
fixed sum per square meter of area leased based on the contracts.

The Group is required to pay advance rental payments and security deposits on the above
leases which are either fixed monthly rent or are calculated in reference to a fixed sum per
square meter of area leased. These are shown under "Prepaid expenses and other current
assets” and “Other noncurrent assets” accounts, respectively, in the consolidated
statements of financial position {see Note 19).

Rent expense recognized in profit or loss amounted to P408,484,939 and P215,609,195
in 2015 and 2014, respectively, as disclosed in Note 29.

The Group as a Lessor

The Group subleases portion of its store space to various lessees for an average lease term
of one to ten (1-10) years. The lease contracts may be renewed upon mutual agreement
by the parties. Rental payments are computed either based on monthly sales or a certain
fixed amount, whichever is higher. Upon inception of the lease agreement, tenants are
required to pay certain amounts of deposits. Tenants likewise pay a fixed monthly rent
which is shown under "Other current liabilities” account in the consolidated statements of
financial position (see Note 22).

Rent income recognized in profit or loss for the periods 2015 and 2014 amounted to
R105,528,670 and R79,369,674, respectively, as disclosed in Note 28.

EARNINGS PER SHARE
The Group’s basic earnings per share are presented below:
Basic Earnings per Share

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

2015 2014
Income attributable to the equity holders of the
Parent Company (a) 964,771,794 816,664,970
Adjusted weighted average number
of shares outstanding (b) 7.109,751,381  7,160,506,037
Basic earnings per share (a/b) 0.135697 0.114051
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