

















On July 5, 2013, the Philippine SEC approved the registration of Alcorn Petroleum and
Minerals Corporation, a wholly-owned subsidiary of Cosco Capital, Inc. The Company was
organized to pursue exploration and development of Cosco’s interests in oil and mining
business activities

(2) Business of Issuer

COSCO CAPITAL, INC., as an investment holding company, has a current diversified
portfolio of business interests in the following industries and business segments:

Grocery Retail

PUREGOLD PRICE CLUB, INC. (Puregold} was established and introduced in 1998 with its
first Puregold Hypermarket store operating in Shaw Boulevard, Mandaluyong City. As part
of its expansion program, Puregold launched a loyalty program in 2001 that catered
specifically the needs of the reseller customers which was subsequently renamed as
Tindahan Ni Aling Puring (TNAP) in 2004. Between 2002 and 2006, an average of three (3)
new stores were opened every year and operations were expanded in North and South
Luzon.

In 2009, Puregold Supermarket Jr. was introduced as a store format in a smaller space that
carries a complete range of domestic merchandise needs. Establishing its leadership by
2010, Puregold became the second largest hypermarket and supermarket retailer in the
country in terms of net sales. In the same year, a much smaller format named “Puregold
Extra” was launched which quickly accelerated the group’s geographic expansion.

In 2012, and on the back of the acceleration of its expansion program and opportunities,
Puregold took a bolder step of raising additional equity capital through an IPO of its shares at
the Philippine Stock Exchange and generated an additional equity capital of 6.0 Billion which
enabled the company to fund its aggressive stores expansion program.

In 2011 and 2012, Puregold embarked on a more aggressive stores expansion program and
strategy through a roll out of new organic Puregold stores, as well as further acquisitions of
existing and operating supermarket chains, opening a total of 69 new Puregold stores. The
Company also acquired Parco supermarkets which had 19 stores at the time operating
principally within Metro Manila.

On January 14, 2013, Puregold opened additional 40 new organic stores and acquired
Company E, which on its own had 15 supermarket stores. The new stores and acquisitions
contributed to efforts to further penetrate the target markets.

On June 12, 2014, Puregold entered into a joint venture agreement with Lawson Asia
Pacific Holdings Pte. Ltd and Lawson, Inc. (Lawson), both engaged in the operation of
convenience stores in Japan and other Asian countries, to establish a Joint Venture
company that will establish and operate convenience stores in the Philippines.

The Company conducts its operations primarily through a hypermarket format known as
"Puregold Price Club". These hypermarkets are mostly located in major commercial centers
and near transportation hubs. Puregold Price Club offers a broad variety of food and non-
food products, and generally caters to both retail customers and resellers such as members
of the Company's pioneering "TNAP" loyalty/marketing program. The average net selling
space of the Company's hypermarket is 3,000 square meters. Each hypermarket offers
30,000 to 50,000 stock-keeping units (SKU).
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The Company has a supermarket chain known as "Puregold Junior”, operated by its wholly-
owned subsidiary, Puregold Junior Supermarket, Inc. In June 2010, Puregold Junior
Supermarket, Inc. became a subsidiary of the Company as part of a reorganization of
companies owned and controlled by the Co Family. The Company's supermarkets are mostly
located in residential areas and offer a higher proportion of food to non-food products vis-a-
vis the Company's hypermarkets. The supermarkets have a store layout similar to the
Company's hypermarkets but on a smaller scale. Puregold Junior stores generally cater to
retail consumers. The average net selling space of the Puregold Junior supermarkets is
around 900 square meters. SKUs of product assortment ranges from 8,000 to 10,000.

"Puregold Extra" is the Company's smaller store format which offers a more limited number
of goods, comprising the Company's top-selling SKUs ranging from 1,500 to 2,000. The
average net selling space of these stores is 400 square meters.

As part of the consolidation strategy to achieve more operational efficiencies and strategic
cost savings, all the acquired companies, namely Gant Group (operating the Parco stores),
Company E as well as Puregold Junior Supermarket, Inc. were subsequently merged with
and absorbed by the parent company. Similarly, all the Parco as well as Company E stores
have also been converted and rebranded as Puregold stores.

S&R MEMBERSHIP SHOPPING started operations with 4 locations in Metro Manila in 2006.
It opened its Cebu warehouse in November 2010, Pampanga warehouse in November 2011,
Davao warehouse in May 2013, Mandaluyong warehouse in November 2013 and Imus
warehouse in December 2014. It is the only retailer in the Philippines with a membership
shopping concept. S&R has adopted a warehouse club concept where most of the products
offered are in club packs. Majority of the merchandise are imported brand names mostly
sourced from the United States. Currently, S&R is the biggest reseller of imported quality
products at very competitive prices.

Real Estate and Property Leasing

ELLIMAC PRIME HOLDINGS, INC. is the flagship of the real estate companies of Cosco
Capital, Inc. The company came about resulting from the merger of four {4) other property
companies in December 2012 namely PILGOR Development Services Corporation, 514 Shaw
Property Holdings Inc., Cosco Prime Holdings Inc. and Pajusco Realty Corporation.

It currently owns a portfolio of thirty six (36) properties strategically located in the more
prominent area of Metro Manila as well as the nearby Cental and Northern Luzon provinces
of Bulacan, Nueva Ecija, Quezon and Cagayan. Among these, twenty four (24) are
operating as commercial retail buildings, and seven (7) are on land long-term lease
arrangements. On the other hand, the remaining five (5) properties are in the stage of
planning and development.

The commercial retail buildings of Ellimac are also being leased out mostly by prominent
retail tenants that support the retail customers of Puregold Price Club, Inc. One of the
recently completed and launched properties of Ellimac is “The Fairview Terraces”. The
Fairview Terraces is the second commercial shopping complex that was co-developed with
Avala Land, Inc. and it is located in the prime commercial area of Quezon City. The Fairview
Terraces houses an extensive mix of foreign and local brands, offering an array of dining and
shopping experience for families and professionals.

Ellimac’s bold strategic plan to develop more commercial community mall properties in the
years ahead will put the real estate group in the industry map, making it one of the pillars
and growth drivers of Cosco Capital, Inc.

17A 2015
February 2001


















S ecialt Retail

Competition for the Company’s Office Warehouse, Inc. include those in technology, office
and school supplies and office furniture: Silicon Valley, Villman, PCExpress, Octagon
Computer Superstore, Complink, National Bookstore, Shopwise, Power Books, Fully Booked,
The SM store, Robinsons Department store, Blims fine furniture, Divisoria and the Black
market.

For Liquigaz Philippine Corporation, competition include those of Petron, Pryce, Petronas,
Total, Shell, Isla and others.

{5) Suppliers

The Company has a broad range of suppliers including local and foreign.
{6) Dependence upon Single or Few Suppliers or Customers

Grocer Retail

The Grocery Retail segment believes that its business as a whole is not dependent on any
single supplier. Further, the segment is not reliant on a single or few customers but to the
broader buying public in general. The grocery retail segment's stores target customers who
live within walking distance from its stores and those who use personal or public transport
to shop. The segment provides suitable car parking facilities to accommodate customers
who travel to stores by car, and also locates its stores in areas close to main transportation
hubs. The grocery retail segment also offers delivery services to resellers who are unable to
pick up their merchandising needs from the stores.

Li uor Distribution

The Company serves a wide range of customers including distributors, supermarkets, hotels
and restaurant chains.

(7} Transactions with Related Parties

The Grocery Retail business segment leases some of its store outlet buildings from its related
parties in the real estate business segment. The Group pays its related parties a minimum
fixed amount or is calculated in reference to a fixed sum per square meter of area leased.
The terms of the lease are for periods ranging from ten to thirty-five (10 -35) years,
renewable for the same period under the same terms and conditions with a rental rate
escalation ranging from 1% to 7%. Rental payments are fixed amounts based on the
contracts.

The Liquor segment supplies imported wines and spirits to the grocery retail business
segment transacted at arms-length and at market rates/prices.

Transactions between related parties are on arm’s length basis in a manner similar tc
transactions with non-related parties. The terms under which the Group binds itself with
related parties are comparable to those available from unrelated third parties. To ensure this,
the Group uses the terms and provisions it has in place for similar contracts with unrelated
third parties as a benchmark for its agreements with related parties. (For more detailed
information please refer to the related party transactions as disclosed in the Audited
Financial Statements for the Year 2015)
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(8) Trademarks

The Company is a party to a trademark Licensing Agreement with Mr. Lucio Co, under which
Mr. Co licenses the use of tradenames and trademarks related to the “Puregold” brand. The
Company pays Mr. Co royalty fees of 1/20 of 1% of the Company's net sales for the use of
the tradenames and trademarks. This Licensing Agreement is for a period of 30 years, and is
exclusive.

Consequently, during the term of the Licensing Agreement, Mr. Co cannot license the
tradenames and trademarks under this agreement except to Puregold Junior and the
Licensed Affiliates. None of the tradenames and trademarks can also be transferred by Mr.
Lucio Co. A list of the tradenames and trademarks subject of the Licensing Agreement is set
out below.

TRADENAMES TRADEMARKS

Puregold Puregold Jr. Aling Puring Puregold Junior

Puregold Price

Club Puregold Bulilit Puregold Puregold Price Club

Puregold Choice Puregold Suki Puregold Exclusives Puregold Choice
Barangay

Puregold Extra Puregold Puregold Express Barangay Puregold
Puregold

Puregold Jackpot Exclusives Puregold Jackpot Puregold Buililit

Puregold Junior Puregold Jr. Puregold Suki

(9) Government Approvals

The Company and its subsidiaries have obtained all permits, licenses and approvals from
national and local government units and other government agencies to conduct its business
operations.

(10) Effect of existing governmental regulations

The Company and its subsidiaries have no knowledge of recent or probable government
regulation that may have material adverse effect on the business operation or financial
position of the Company and its subsidiaries.

(11) Cost and Effect of Compliance with Environmental Laws

The Company estimates its annual cost for maintaining and renewing ECC and other
environmental permits.
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D. 220 leased buildings with a total of 516,518.16 square meters located at the
following areas:

North Luzon 55
South Luzon 58
Metro Manila 95
Visayas 6
Mindanao 6
220

The Group, under its real estate segment, has the following properties:

A. Land and building with a total of 256,294 square meters located at the following

areas:
North Luzon 11

South Luzon 6

Metro Manila 11

Visayas 0

Mindanao 0]

28

B. Building with a total of 12,131 square meters located at the following areas:

North Luzon

South Luzon

Metro Manila
Visayas
Mindanao

[eNeoNeNe b

C. Land with a total of 225,287 square meters located at the following areas:

North Luzon 3
South Luzon 5
Metro Manila 5
Visayas 1
Mindanao 0]
14
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Holders

There are approximately 1,021 registered holders of common shares as of December 31,
2015 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, 2015 are as follows:

TOP 20 STOCKHOLDERS AS OF DECEMBER 31, 2015

Stockholder Name Total Shares Percentage
1 LUCIO L. CO 2,321,568,892 31.43%
2 SUSAN P. CO 1,780,182,231 24.10%
3 THE HSBC 620,244,643 8.40%
4 ELLIMAC PRIME HOLDINGS, INC. 244,191,238 3.31%
5 VFC LAND RESOURCES INC. 220,066,929 2.98%
6 DEUTSCHE BANK MANILA-CLIENTS A/C 211,047,100 2.86%
7 FERDINAND VINCENT P. CO 209,557,122 2.84%
8 PAMELA JUSTINE P. CO 209,535,971 2.84%
9 STANDARD CHARTERED BANK 208,340,802 2.82%
10 ANSALDO, GODINEZ & CO., INC. 181,971,825 2.46%
11 CITIBANK N.A. 137,932,650 1.87%
12 CAMILLE CLARISSE P. CO 83,295,231 1.13%
13 KING'S POWER SECURITIES, INC. 79,252,825 1.07%
14 SB EQUITIES,INC. 59,523,008 0.81%
15 SPC RESOURCES, INC. 58,500,000 0.79%
16 COL Financial Group, Inc. 54,224,394 0.73%
17  KMC REALTY CORPORATION 50,832,231 0.69%
18  STRATEGIC EQUITIES CORP. 43,237,790 0.59%
19  FIRST METRO SECURITIES BROKERAGE CORP. 33,887,501 0.46%
20 BDO SECURITIES CORPORATION 33,426,358 0.45%
Dividends

On December 18, 2015, the Parent Company’'s BOD approved the declaration of a regular
dividend of PO.06 per share and special dividend of P0O.02 per share on record date of
January 8, 2016 and payment date of January 18, 2016. The total amount of dividends
amounted to £590,873,301.

On December 18, 2014, Board of Directors of Cosco Capital, Inc. declared and approved the
payment of cash dividends amounting to P0.08 per share payable to all qualified
shareholders as of the record date of January 12, 2015 payable on February 5, 2015.

On June 27, 2014, the Board of Directors of Cosco Capital, Inc. declared and approved the
payment of cash dividends amounting to P0.06 per share payable to all qualified
shareholders as of the record date of July 11, 2014 payable on July 28, 2014.

17A 2015
February 2001
21

































from R12.77 Billion in December 2014 to P14.84 Billion in December 2015 due principally to
additional six (6) commercial mall assets acquired during the year.

Investments increased by R77 Million or 8% from R912 Million in December 2014 to R989
Million in December 2015 resulting mainly from the additional investment equity investments
during the year to its unconsolidated joint venture affiliate, Ayagold Retailers and offset by the
effect of share in results of operations of joint venture and associates by the Grocery
Retailing Segment, Specialty Retail Segment and Holding, Oil and Gas segment.

Similarly, intangible assets increased by P1.66 Billion or 8% in 2015 representing additional
goodwill amounts paid resulting from the acquisition by the Grocery Retailing Segment of
nine (9) NE supermarkets in February 2015 and eight (8) supermarket stores operating under
trade name Budgetlane through Goldtempo Company, I[ncorporated, a wholly-owned
subsidiary of Entenso Equities in August 2015.

Deferred tax assets increased by RP223 Million or 186% from R120 Million in December
2014 to R344 Million in December 2015 resulting mainly from the additional deferred tax
assets recognized by Specialty Retail and Real Estate Segments.

Other non-current assets increased by P516 Million from R£2.61 Billion in December 2014 to
P3.12 Billion in December 2015. About 45% of these assets are attributable to the Grocery
Retail Segment and the increase was primarily due to additional security deposits and
advance rentals in relation to new leases acquired for new stores development for the
Grocery Retail segment as well as accrued rental income (PAS17) pertaining to future
periods for both the Real Estate and the Grocery Retail segments.

Current Liabilities

As at December 31, 2015 and 2014, total current liabilities amounted to RP19.0 Billion and
P17.26 Billion respectively, for an increase of R1.78 Billion or 10% .

About 73% of accounts payable and accrued expenses pertains to the trade payable to
suppliers by the Grocery Retail Segment and the balance mostly to the contractors and
suppliers of the Real Estate, Liquor Distribution and Specialty Retail segments. The decrease
by P540 Million or 4% was primarily due to the additional purchases during by the Retail and
Liquor Distribution segment partially offset by the net settlement of trade and non-trade
liabilities.

Significant portion of the income tax payable pertains to that of the Grocery Retail segment.
The increase by R246 Million from R830 Million as at December 2014 to R1.07 Billion as at
December 2015 is mainly due to additional income taxes incurred relative to the increase in
net taxable income during the year 2015 in relation to the same period in 2014.

Short-term loans payable account increased by R2.06 Billion mainly due to additional loans
availed during 2015 principally by the Grocery Retail, Real Estate and Liquor Distribution
segments to augment working capital requirements, offset by the payments made by Liquor
Distribution and Specialty Retail Segments.

Current portion of long term borrowing decreased by RP438 Million due to settlement made
during the period by the Grocery Retail Segment.

Due to related parties increased by P415 Million mainly due to the additional advances made
by the Real Estate segment during 2015.

Other current liabilities Increased by 8% from RP409 Million as at December 31, 2014 to
P442 Million as at December 31, 2015 relatively due to redemption of PERKS points earned
by members and recognition of other income from promotions for the period by the Grocery
Retail Segment and additional deposits recognized by Real Estate segment.
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Comparative Years 2014 and 2013

Table 1: Consolidated Income Statements

The table below shows the consolidated results of operations of the Group for the years
ended December 31, 2014 and 2013.

(In Millions}

REVENUES

COST OF SALES / SERVICES
GROSS PROFIT

OTHER OPERATING INCOME
GROSS OPERATING INCOME
OPERATING EXPENSES
INCOME FROM OPERATIONS
OTHER INCOME (CHARGES) net
INCOME BEFORE INCOME TAX
INCOME TAX EXPENSE

NET INCOME

Income Attributable to:

Equity holders of the Parent
Company
Non-controllin interests

2014
98,787
81,775
17,012

2,838
19,850
11,198

8.652

37

8,689

2,453

6,236

4,027
2,209

6.236

100%

83%
17%
3%
20%
11%
9%
0%
9%
2%
6%

4%
2%

6%

2013
48,976
39,442

9,534

1,400
10,934

5,830

5,104

-21

5,082

1,351

3,731

2,483
1,248

3.731

100%
81%
19%
3%
22%
12%
10%
0%
10%
3%
8%

5%
3%

8%

INCREASE
(DECREASE)

49,811
42,333
7,477
1,439
8916
5,368
3,548
58
3,607
7,102
2,504

1,544
960

2,504

%
102%
107%
78%
103%
82%
92%
70%
274%
71%
82%
67%

62%
77%

67%

The observable out-of-range fluctuations between the 2014 and 2013 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
operations of the subject
subsidiaries from January to December 2014 together with the new acquired subsidiaries in
2014 from the effectivity dates of their respective acquisitions. (Please see Table 2 below}.

operating results for the current 2014 period included the
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LIABILITIES AND EQUITY
LIABILITIES
Current Liabilities

Accounts payable and accrued

expenses
Income tax payable

Short-term loans payable

Current  portion  of
borrowing

Trust receipts payable
Due to related parties
Dividends payable
Other current liabilities

Non-current Liabilities

Retirement benefit cost
Deposits for future

subscription
Deferred tax liabilities

Long-term loans payable

debt issue costs

Other non-current liabilities

TOTAL LIABILITIES

EQUITY
Capital stock

Additional paid-in capital
Reserve for retirement plan

of tax
Remeasurements of
benefit obligation

Reserve for fluctuations in value
of AFS financial assets

Retained earnin s

Total Equity Attributable to Equity
Holders of Parent Company

Treasur shares

Non-controllin interest

long-term

stock

net of

net

retirement

TOTAL LIABILITIES AND EQUITY
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11,817
830
2,259

1,008

43
935
409

17,300

433

150
1.265

8,859
2,560
13,268
30,567

7,405
9,635

-49

-504
28,477

44,964
-263
44,712
15,004
59,716
90,283

39%
3%
7%

3%
0%
0%
3%
1%
57%

1%

0%
4%

29%
8%
43%
100%

12%
16%

0%

0%

-1%
48%

75%

25%
100%

11,615
693
1,902

17
2,515
407
414
17,562

319

150
939

3,620
1,694
6,621
24,183

7,405
9,635

5
23,360

40,394
-245
40,149
14,994
55,143
79,326

48%
3%
8%

0%
0%
10%
2%
2%
73%

1%

1%
4%
15%

7%

27%
100%

13%
17%

0%

0%

0%
42%

73%
0%

27%
100%

202
136
357

1,008
-17
-2,473
529

-262

114

326

5,339
867
6,646
6,384

3

41

-508
5,117

4,571
-8
4,563
10
4,573
10,957

2%
20%
19%

100%
-100%
-98%
130%
-1%
-1%

36%

0%
35%

152%
51%
7100%
26%

0%
0%

-100%

481%

17133%
22%

17%
3%
17%
0%
8%
14%
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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.

In addition, 1,142,857,143 shares were subscribed and issued to subscribers for
£10.50 per share for a total consideration of P12,000,000,001.50 after meeting
all the closing conditions.

For the 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 30, 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 results of operations from 12
companies took effect only on June 1, 2013.

On July 8, 2013, the Retail segment entered into a joint venture agreement with
Varejo Corp., an entity engaged in operations of small convenience stores to
incorporate new company, AyaGold Retailers, Inc. (AyaGold) for the investment in
and operation of mid-market supermarkets and to pursue other investment
opportunities in the Philippine retail sector as both parties may agree. AyaGold
was incorporated in the Philippines On July 8, 2013 and is expected to start
operations in 2015.

On February 11, 2014, the Board of Directors approved the acquisition of NE
Pacific Shopping Centers Corporation. Ownership was transferred on February 28,
2014.

Cosco Capital, Inc. finalized the acquisition of the outstanding shares of Office
Warehouse, Inc. pursuant to agreement to purchase signed on February 18, 2014.
Office Warehouse, Inc. is a retailer of office and school supplies with 47 stores.

On May 16, 2014, Cosco Capital, Inc. entered into a R5 Billion Corporate Notes
Facility Agreement with syndicate of institutional lenders composed of banks and
insurance companies. The facility consists of seven (7) year and ten (10) year
notes. The funds will be used for strategic acquisition and general corporate notes.

On June 11, 2014, Cosco Capital, Inc. and its subsidiary, Alcorn Petroleum and
Mining Corporation entered into Deed of Assignment of rights and interest over
Service Contracts including transfer of assets, privilege duties and obligations.

On July 21. 2014, Canaria Holdings Corporation, a Philippine registered
corporation which is owned 90% by Cosco Capital, Inc. entered into a Deed of
Assignment with PR Gaz, Inc. for the acquisition of 100% equity of Liquigaz
Philippines involving a total consideration of about P3.456 Billion.

On June 12, 2014, Puregold entered into a joint venture agreement with Lawson
Asia Pacific Holdings PTE. LTD. And Lawson, Inc. (Lawson) both engaged in the
operation of convenience store in Japan and other Asian countries, to establish a
Joint Venture company that will operate convenience store in the Philippines.
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Involvement in certain Le al Proceedin

The Directors and Executive Officers of the Company are not involved in any bankruptcy
petition by or against any business of which such person was a general partner or executive
officer either at the time of the bankruptcy or within two years prior to that time; any
conviction by final judgment in a criminal proceeding, domestic or foreign, or being subject
to a pending criminal proceeding, domestic or foreign, excluding traffic violations and other
minor offenses; being subject to any order, judgment, or decree, not subsequently reversed,
suspended or vacated, of any court of competent jurisdiction, domestic or foreign,
permanently or temporarily enjoining, barring, suspending or otherwise limiting his
involvement in any type of business, securities, commodities or banking activities; and being
found by a domestic or foreign court of competent jurisdiction (in a civil action), the
Commission or comparable foreign body, or a domestic or foreign Exchange or other
organized trading market or self-regulatory organization, to have violated a securities or
commodities law or regulation, and the judgment has not been reversed, suspended, or
vacated.

Compensation of Directors
The members of the Board of Directors of the Corporation are entitled to a director’s fee in
the amount of P50,000 per Board Meeting attended and RP30,000 per Committee meeting.

Item 11. Security Ownership of Certain Record and Beneficial Owners and Management as
of December 31, 2015

The Company has the following information about the person or group of persons known to
be record or beneficial owners of more than 5% of the capital stock of the Company:

. . ici n
Name, address Relationship Beneficial owner

III;I:s of of record with the :}fh r:'::tu:::::z Citizenship 2::;::1el d of %
owner Company
owner
Lucio L. Co,
No. 22 Pili
Avenue, South
Porbes  Park, Major Direct and
Common  Makati City Stockholder Indirect Filipino 2,321,568,892 31.43
Major Direct and
Common Susan P. Co Stockholder Indirect Filipino 1,780,182,231 24.10
Common The HSBC Stockholder 620,244,643 8.40

To the extent known to the Company, there is no person or group of persons holding more
than 5% of the common shares by virtue of a voting trust or similar agreement as there has
been no voting trust agreement which has been filed with the Company and the Securities
and Exchange Commission.
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2. Amendment of Section 10 Article IV of the By-Laws

“Section 10. Quorum. Two-thirds (2/3} of the number of directors as fixed in the Articles
of Incorporation shall constitute a quorum for the transaction of corporate business, provided
that at least one independent director be present. Every decision of at least majority of the
directors present at a meeting at which there is a quorum shall be valid as a corporate act,
except for the election of officers which shall require the vote of majority of all members of
the Board.”

3. Amendment of Section 3 Article Ill of the By-Laws

“Section 3. Notice of Meeting Notices for regular or special meetings of stockholders may
be sent by the Office of the Corporate Secretary by personal delivery or mail at least thirty
(30) days prior to the date of the meeting to each stockholder of record at his last known
address. The notice shall state the place, date and hour of the meeting, and the purposes for
which the meeting is called. No publication of notice of meeting in public newspapers shall
be required.

Updates on Annual Corporate Governance Report is hereto attached as Annex “C”.

PART IV CORPORATE GOVERNANCE

See Annex C.

PART V EXHIBITS AND SCHEDULES
Exhibits

Annex A Consolidated Financial Statements
Annex B Supplementary schedules
Annex C Corporate Governance
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18 December 2015

in 9M 2015 up 18%"

22 December 2015 Result of Board of Directors Meeting dated December
18, 2015 / Cash Dividend Declaration, approval of the
following:

1 External Audit Plan presented by R.G. Manabat
& Company, KPMG

2. Cash Dividend Declaration with details as
follows:

Regular Dividend of Php0.06 per share
Special Dividend of Php0.02 per share
Total of Php0.08 per share or 592 Million

Record date: January 8, 2016
Payment date: January 18, 2016

SIGNATURES

Pursuant to the requirements of Section 17 of the Code and Section 141 of the Corporation
Code, the registrant has duly caused this ANNUAL REPORT (SEC 17-A) to be signed on its
behalf by the undersigned, thereunto duly authorized, in the City of Manila on April 12, 2016.

COSCO CAPITAL, INC.

Issuer

By:

LUCIO CO
Chairma

TINN 108-975-971

. A

President

TIN No. 135-54 -815

TEOD
Comptroller

~N

POLINGA

TIN No. 104-883-077

JOS NTOS, JR.
Corpo ecretary
TINN -370-998
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SUBSCRIBED AND SWORN to before me this ay of April 2016 in City of
Manila, affiants presented competent proof of their identities.
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COSCO capital

STATEMENT OF MANAGEMENT’'S RESPONSIBILITY
FOR CONSOLIDATED FINANCIAL STATEMENTS

The management of COSCO CAPITAL, INC. AND SUBSIDIARIES (the “Group”), is
responsible for the preparation and fair presentation of the financial statements as at
and for the years ended December 31, 2015 and 2014, including the additional
components attached therein, in accordance with the Philippine Financial Reporting
Standards. This responsibility includes designing and implementing internal controls
relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error, selecting and applying
appropriate accounting policies, and making accounting estimates that are reasonable in
the circumstances.

The Board of Directors reviews and approves the financial statements and submits the
same to the stockholders.

R. G. Manabat & Co., the independent auditors appointed by the stockholders, has
audited the financial statements of the Group in accordance with Philippine Standards
on Auditing, and in its report to the stockholders, has expressed its opinion on the
fairness of presentation upon com letion of such audit.

Signature
airman of the Board
s
ident
Signature

TEOD RO A. POLINGA/ Group Comptroller

SUBSCRIBED AND SWORN to before me this day of 2016 affiants
exhibiting to me their respective Pass Ports, as follows:

Name Pass Port No. Date of Issue Place of Issue
LUCIO L. CO EB 957 1726 November 13, 2013 DFA Manila
LEONARDO B. DAYAO EC 0360 234 February 20, 2014 DFA Manila
TEODORO A. POLINGA EC 3546 313 February 27, 2015 DFA Manila
Doc. No. 2
Page No. S% ;
Book No. i |

Series of 2016
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COSCO CAPITAL, INC. AND SUBSIDIARIES

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

ASSETS

Current Assets

Cash and cash equivalents

Short-term investments

Receivables - net

Inventories

Investments in trading securities
Auvailable-for-sale financial assets

Due from related parties

Prepaid expenses and other current assets

Total Current Assets

Noncurrent Assets

Investments

Property and equipment - net

Investment properties - net

Intangibles and goodwill - net

Deferred oil and mineral exploration costs - net
Deferred tax assets - net

Due from related parties - noncurrent portion
Other noncurrent assets

Total Noncurrent Assets

LIABILITIES AND EQUITY

Current Liabilities
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 liabilities

Total Current Liabilities

Noncurrent Liabilities

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

Deferred tax liabilities - net

Retirement benefits liability

Deposits for future subscriptions in a subsidiary

Noncurrent accrued rent

Other noncurrent liabilities

Total Noncurrent Liabilities

Total Liabilities

Forward

Note

~N
) )
QO o~ A

10

11
12
13
14
15
28
26
16, 22

17, 32, 33
18, 32

18, 32

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

18, 32,33
28
27
20
22
32

2015

P14,541,465,350
561,955,978
5,648,133,162
16,740,693,333
34,432,591
8,587,187
156,018,039
1,808,073,603

39,499,359,243

989,189,640
16,136,867,778
14,843,132,984
22,558,070,024

120,896,482

343,672,524

210,808
3,125,426,304

58,117,466,544
P97,616,825,787

P12,175,189,869
4,266,500,000

619,694,073
1,075,502,048
5,182,021
457,157,621
441,864,861

19,041,090,493

8,693,424,271
758,795,340
479,824,597
150,313,060
2,492,888,910
456,530,719

13,031,776,897
32,072,867,390

December 31

2014

P15,681,010,818
824,078,115
5,321,986,551
13,921,685,345
37,448,469
14,277,024
10,049,370
1,164,914,349

36,975,450,041

912,065,182
15,285,188,229
12,773,920,323
21,052,640,362

119,168,419

120,214,897

7,995,068
2,609,412,772

52,880,605,252
P89,856,055,293

P12,872,757,835
2,259,100,000

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

42,605,644
408,917,894

17,420,672,667

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

12,756,618,289
30,177,290,956



Equity

Capital stock

Additional paid-in capital

Treasury stock

Remeasurements of retirement liability - net of tax
Reserve for fluctuations in value of AFS financial assets
Retained earnin s

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

Total Equity

See Notes to the Consolidated Financial Statements.

Note

29
29
29
27

29

2015

P7,405,263,564
9,634,644,229
(440,506,732)
(28,576,936)
4,981,351

29 868 620,397

46,444,425,873
19,099,532 524

65,543,958,397
P97,616,825,787

December 31

2014

P7,405,263,564
9,634,644,229
(252,620,619)

(49,793,434)
6,932,418
25,925,960,160

42,670,386,318
17,008,378,019

59,678,764,337
P89,856,055,293













































Classifying Financial Instruments

The Group exercises judgments in classifying a financial instrument, or its component
parts, on initial recognition as a financial asset, a financial liability or an equity
instrument in accordance with the substance of the contractual arrangement and the
definitions of a financial asset or liability. The substance of a financial instrument, rathe
than its legal form, governs its classification in the consolidated statements of financial
position.

In addition, the Group classifies financial assets by evaluating, among others, whether the
asset is quoted or not in an active market. Included in the evaluation on whether a
financial asset is quoted in an active market is the determination on whether the quoted
prices are readily and regularly available and whether those prices represent actual and
regularly occurring market transactions on an arm’s length basis.

Financial assets are classified as financial assets at fair value through profit or loss
(FVPL), held-to-maturity (HTM) investments, loans and receivables and available-for-
sale (AFS) financial assets. Financial liabilities, on the other hand, are classified as either
financial liabilities at FVPL or other financial liabilities.

Determining Fair Value

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. The fair
value is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either in the principal market for the asset or liability or in the most
advantageous market for the asset or liability. The principal or most advantageous market
must be accessible to the Group.

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

The Group uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximizing the use of relevant
observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated
financial statements are categorized within the fair value hierarchy, described as follows,
based on the lowest level input that is significant to the fair value measurement as a
whole:

» TLevel 1: quoted prices (unadjusted) in active markets for identical assets or
liabilities;

= Level 2: inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly or indirectly; and

= Level 3: inputs for the asset or liability that are not based on observable market
data.

For assets and liabilities that are recognized in the consolidated financial statements on a

recurring basis, the Group determines whether transfers have occurred between Levels in
the hierarchy by re-assessing the categorization at the end of each reporting period.

-1l -



























e An entity’s share of OCI of equity-accounted associates and joint ventures
should be presented in aggregate as single line items based on whether or not it
will subsequently be reclassified to profit or loss.

The amendments are to be applied retrospectively for annual periods beginning on or
after January 1, 2016. Early adoption is permitted.

Effective January 1, 2018

PFRS 9 Financial Instruments (2014). PFRS 9 (2014) replaces PAS 39 Financial
Instruments: Recognition and Measurement and supersedes the previously published
versions of PFRS 9 that introduced new classifications and measurement
requirements (in 2009 and 2010) and a new hedge accounting model (in 2013).
PFRS 9 includes revised guidance on the classification and measurement of financial
assets, including a new expected credit loss model for calculating impairment,
guidance on own credit risk on financial liabilities measured at fair value and
supplements the new general hedge accounting requirements published in 2013.
PFRS 9 incorporates new hedge accounting requirements that represent a major
overhaul of hedge accounting and introduces significant improvements by aligning
the accounting more closely with risk management.

The new standard is to be applied retrospectively for annual periods beginning on or
after January 1, 2018 with early adoption permitted.

The Group is assessing the potential impact on its consolidated financial statements
resulting from the application of PFRS 9.

Effective January 1, 2019

PFRS 16 Leases supersedes PAS 17 Leases and the related Philippine Interpretations.
The new standard introduces a single lease accounting model for lessees under which
all major leases are recognized on-balance sheet, removing the lease classification
test. Lease accounting for lessors essentially remains unchanged except for a number
of details including the application of the new lease definition, new sale-and-
leaseback guidance, new sub-lease guidance and new disclosure requirements.
Practical expedients and targeted reliefs were introduced including an optional lessee
exemption for short-term leases (leases with a term of 12 months or less) and low-
value items, as well as the permission of portfolio-level accounting instead of
applying the requirements to individual leases. New estimates and judgmental
thresholds that affect the identification, classification and measurement of lease
transactions, as well as requirements to reassess certain key estimates and judgments
at each reporting date were introduced.

PFRS 16 is effective for annual periods beginning on or after January 1, 2019.
Earlier application is not permitted until the FRSC has adopted PFRS 15. The Group
is currently assessing the potential impact of PFRS 16 and plans to adopt this new
standard on leases on the required effective date once adopted locally.
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Subsequent to initial recognition, the Group classifies its financial assets into the
following categories: held-to-maturity (HTM) investments, available-for-sale (AFS)
financial assets, FVPL financial assets, and loans and receivables. The Group classifies
its financial liabilities as either FVPL financial liabilities or other financial liabilities. The
classification depends on the purpose for which the investments are acquired and whether
they are quoted in an active market. Management determines the classification of the
Group’s financial assets and financial liabilities at initial recognition and, where allowed
and appropriate, re-evaluates such designation at every reporting date.

The Group had no HTM investments and FVPL financial liabilities as at
December 31, 2015 and 2014.

Financial Assets at FVPL

Financial assets at FVPL include financial assets held for trading and financial assets
designated upon initial recognition at FVPL and those classified under this category
through the fair value option.

Financial assets are classified as held for trading if they are acquired for the purpose of
selling in the near term.

Financial assets may be designated by management at initial recognition at FVPL or
reclassified under this category through fair value option, when any of the following
criteria is met:

= the designation eliminates or significantly reduces the inconsistent treatment that
would otherwise arise from measuring the assets or recognizing gains or losses on a
different basis; or

= the assets and liabilities are part of a group of financial assets, financial liabilities or
both which are managed and their performance are evaluated on a fair value basis, in
accordance with a documented risk management or investment strategy; or

= the financial instrument contains an embedded derivative, unless the embedded
derivative does not significantly modify the cash flows or it is clear, with little or no
analysis, that it would not be separately recognized.

The Group carries financial assets at FVPL using fair values. Fair value changes and
realized gains and losses are recognized as part of profit or loss.

The Group’s investments in trading securities are classified under this category.

The carrying amounts of financial assets under this category amounted to P34.43 million
and P37.45 million as at December 31, 2015 and 2014, respectively (see Note 8).

Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They are not entered into with the
intention of immediate or short-term resale and are not designated as AFS financial assets
or FVPL financial assets.

Subsequent to initial measurement, loans and receivables are carried at amortized cost
using the effective interest method, less any impairment in value. Any interest earned on
loans and receivables shall be recognized as part of “Interest income” in profit or loss on
an accrual basis. Gains or losses are recognized in profit or loss when loans and
receivables are derecognized or impaired.
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The Group’s investments in joint ventures and associates are accounted for under the
equity method of accounting. Under the equity method, investments in joint ventures anc
associates are initially recognized at cost and the carrying amount is increased or
decreased to recognize the Group’s share of the profit or loss of the investments in joint
ventures and associates after the date of acquisition. The Group’s share in profit or loss
of the joint ventures and associates are recognized in the Group’s profit or loss.
Dividends received from the investments in joint ventures and associates reduce the
carrying amount of the investments.

Investment in a Joint O eration

A joint arrangement is classified as joint operations when the Group has rights to the
assets and obligations for the liabilities relating to the arrangement. The Group
recognizes its share in the results of the joint arrangement aside from the compensation
from the use of its land and building. The Group has no capital commitments or
contingent liabilities in relation to its interests in joint arrangements.

Pro ert and E ui ment

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 agreements. 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.
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Other Income from display, demonstration or sampling, endcap or palette income,
merchandise support and miscellaneous income are recognized when earned.

Cost of Sales

Cost of sales includes the purchase price of the products sold, as well as costs that are
directly attributable in bringing the merchandise to its intended condition and location.
These costs include the cost of storing and transporting the products
(i.e., freight costs or trucking costs, cross-dock delivery fees, and other direct costs).
Vendor returns and allowances are generally deducted from cost of merchandise sold.

Cost of Services

Cost of services pertains to direct expenses incurred for the lease of investment
properties. This primarily includes repairs and maintenance, real property taxes,
depreciation, utilities and other related expenses.

This also includes services incurred in relation to the management of such investment
properties.

Operating Expenses
Operating expenses constitute costs of administering the business. These are recognized
as expenses as incurred.

Borrowin Costs

Borrowing costs are recognized as expenses when incurred, except to the extent
capitalized. Borrowing costs are capitalized if they are directly attributable to the
acquisition or construction of a qualifying asset. Capitalization of borrowing costs
commences when the activities to prepare the asset are in progress and expenditures and
borrowing costs are being incurred. Borrowing costs are capitalized until the assets are
substantially ready for their intended use. If the carrying amount of the asset exceeds its
recoverable amount, an impairment loss is recognized.

Income Taxes

Current Tax

Current tax is the expected tax payable or receivable on the taxable income or loss for the
year, using tax rates enacted or substantively enacted at the reporting date, and any
adjustment to tax payable in respect of previous years.

Deferred Tax

Deferred tax is recognized in respect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for
taxation purposes. Deferred tax liabilities are recognized for all taxable temporary
differences, except:

where the deferred tax liability arises from the initial recognition of goodwill or of an
asset or liability in a transaction that is not a business combination and, at the time of
the transaction, affects neither the accounting profit nor taxable profit or loss; and

with respect to taxable temporary differences associated with investments in
subsidiaries, associates and interests in joint ventures, where the timing of the
reversal of the temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future.
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Investments in debt securities represent investments in bonds and preference shares of a
listed company and are readily marketable at the option of the Group.

Investments in shares of stocks represent investments in marketable securities that are
traded in the PSE. The fair values of these listed shares are based on their closing market
prices as at reporting dates.

Reserve for changes in value of AFS financial assets amounted to P4.98 million and
P6.93 million as at December 31, 2015 and 2014, respectively.

10. Prepaid Expenses and Other Current Assets

This account consists of:

2015 2014
Input value added tax (VAT) P954,788,287 P457,008,801
Prepaid expenses 533,143,210 342,350,732
Advances to suppliers 308,934,145 211,920,443
Creditable withholding tax 95,496,061 90,062,840
Deferred input VAT - 30,643,394
Others 11,207,961 32,928,139

P1,808,073,603 P1,164,914,349

Input VAT represents accumulated input taxes from purchases of goods and services for
business operation and purchases of materials and services for the building and leasehold
construction which can be applied against future output VAT.

Prepaid expenses comprise of prepaid rent, prepaid taxes and licenses which pertain to
payments made to government for registration fees and other taxes and prepaid insurance
which refers to payments made in advance in return for insurance services covering
Group’s merchandise inventories, property and equipment and others.

Advances to suppliers pertain to advanced payments made to suppliers prior to the
delivery or shipment of goods. These include advances to foreign suppliers which were
denominated in foreign currency.

Deferred input VAT represents accumulated input taxes for purchases of capital assets

more than P1.0 million and unbilled services for the building and leasehold construction
which can be applied against future output VAT.

11. Investments

This account consists of:

Note 2015 2014
Investments in joint ventures b P485,463,900 P450,455,093
AFS financial assets a, 32, 33 7,879,160 7,879,160
Investment in associates c 495,846,580 453,730,929

P989,189,640 P912,065,182
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C.

ecial Retail

e On December 15, 2000, LPC entered into a joint venture agreement with Total
Petroleum Philippines Corporation or “TPPC” [presently known as Total
(Philippines) Corporation] to establish a joint venture corporation to be known
as Mariveles Joint Venture Corporation or “MJVC”. The primary purpose of
MIJVC is to manage, operate and maintain jetties and equipment installed for its
benefit and/or for the benefit of owners/operators of storage facilities for oil
products and/or liquefied petroleum gas and loading facilities and all related
equipment; own, manage, operate, upgrade and maintain ancillary facilities
dedicated for the common use by the users of the storage facilities, liquefied
petroleum gas storage tanks, loading facilities and all related equipment; and
perform consultancy, supervision and management services concerning the
development and/or redevelopment of jetties and the upgrading of equipment and
dedicated ancillary facilities installed.

LPC and TPPC subscribed 160,049 common shares each from the issued and
outstanding capital stock of MJVC. Consequently, LPC and TPPC each own
50% of the outstanding capital stock of the MJVC.

LPC assessed the nature of its joint arrangement in MJVC and determined it to
be joint venture and used equity method of accounting.

The carrying amount of LPC’s investment and its share in results of MJVC as at and
for the year ended December 31, 2015 and 2014 are presented below:

2015 2014
Balance at beginning of year P57,728,944 P56,684,154
Share in net loss (2,563,177) (1,055,434)
Ad ustments - 2,100,224
Balance at end of year P55,165,767 P57,728,944

The financial information of MJVC as at December 31, 2015 and 2014 are as
follows:

2015 2014
Assets P109,111,495 P115,744,439
Liabilities 3,032,276 4,538,865
Net Assets 106,079,219 111,205,574
Revenues 22,000,000 22,000,000
Net loss 5 126,355 (2,110,868)

Investment in Associate

Retail

San Roque Supermarkets or SRS

On December 4, 2013, the Group through PPCI acquired equity interest in San
Roque Supermarkets (SRS) for a total cost of P371,896,077. SRS is a local entity
currently engaged in the business of trading goods on a wholesale and retail basis.

On October 31, 2014, the Group through PPCI subscribed and paid additional one

hundred ninety thousand eight (190,008) common shares from the unissued capital
stock of the SRS for total cost of P19,000,800.
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Fair value adjustment pertains to the difference of book value and fair market value of
the investment properties of NPSCC. In both years, the aggregate fair values of NPSCC’s
properties amounted to P995.60 million. The fair values are based on the appraisal report
by an independent appraiser using the Cost and Market Data Approaches (see Note 14).

The rental income earned by the Group from these properties amounted to
P1,848.04 million, P1,395.94 million and P1,124.55 million in 2015, 20114 and 2013,
respectively (see Note 23).

Direct costs incurred pertaining to the lease of these properties amounted to

P1,088.35 million, P933.65 million and P320.80 million in 2015, 2014 and 2013,
respectively (see Note 21).

14. Intangibles and Goodwill

This account consists of:

Note 2015 2014
Goodwill a P17,711,048,425 P16,218,304,369
Trademark b 3,709,660,547 3,709,660,547
Customer relationship b 889,452,981 889,452,981
Computer software and licenses - net c 181,723,275 165,269,918
Leaseholdri hts c 66,184,796 69,952,547

P22,558,070,024 P21,052,640,362

a. Goodwill
The goodwill represents the excess of the total acquisition cost over the fair value of
the identifiable assets and liabilities assumed on the acquisitions made by the Group.

2012
Puregold Junior Supermarket, Inc. (PJSI) al P11,370,121
Kareila a? 12,079,473,835
Gant Grou of Com anies Inco orated (Gant a3 742,340,804
P12,833,184,760

2013
Merger of PJSI and Gant to PPCI ad P4,142
Com an E als 358,152,015
P13,191,340,917

2014
NPSCC a.6 P457,304,121
OWI a7 900,688,844
LPC a8 1,624,427,821
CHC a9 9,450
CPHI all 51,432,111
P3,033,862,347
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a.3.

Acquisition of Gant

The following summarizes the consideration transferred, and the recognized
amounts of assets acquired and liabilities assumed on the Gant group at the
acquisition date:

Consideration transferred P743,840,962
Fair value of net assets 1,500,158
Goodwill P742,340,804

There was no identifiable intangible asset as at acquisition and valuation dates.
The excess of the purchase price over the fair value of the acquired assets and
liabilities assumed is attributable to goodwill.

The Group incurred acquisition-related cost of P0.2 million. This cost has been
included as part of operating expenses in the consolidated statements of
comprehensive income in 2012.

a.4. Merger of PJSI and Gant

a.5.

On February 26, 2013, the SEC approved the application for merger of PPCI,
PJSI and Gant. As a consideration for the said merger, PPCI paid the owner of
PJSI amounting to P4,142.

Acquisition of Company E
The following summarizes the consideration transferred, and the recognized

amounts of assets acquired and liabilities assumed on Company E at the
acquisition date:

Considerations transferred P404,065,000
Fair value of net assets 45,912,985
Goodwill P358,152,015

There was no identifiable intangible asset as at acquisition and valuation dates.
The excess of the purchase price over the assets acquired and the liabilities
assumed is attributable to goodwill.

The Group incurred acquisition-related cost of P0.2 million. This cost has been

included as part of operating expenses in the consolidated statements of
comprehensive income in 2013.
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Goodwill was recognized based on the fair value of net assets acquired as
follows:

Cash consideration transferred P1,094,898,895
Fair value of net assets (201,108,946
Goodwill P893,789,949

Movement of goodwill are as follows:

Goodwill at acquisition date P893,789,949
Fair value ad ustments 6,898,895
Goodwill at end of the period P900,688,844

There was no identifiable intangible asset as at acquisition and valuation dates,
the excess of the purchase price over the net assets of acquired and the liabilities
assumed is attributable to goodwill.

Part of OWI’s acquisition cost is a retention payable amounting to P100 million.
According to the Share Purchase Agreement entered into by the Parent Company
and OWTD’s previous owners, the P100 million will be paid in three (3)
installments, less any indemnity claim and/or third party claim, if there will be
any, as follows:

2014

1% installment 6 month after the Closing date* P50,000,000
2™ installment 1% year after the Closing date* 25,000,000
3 installment 2™ ear after the Closin date* 25,000,000
P100,000,000

*Closing date is the completion date of the Share Purchase Agreement (July, 21, 2014).

In 2015, goodwill arising from the acquisition of OWI increased by
P6.90 million upon finalization of OWI’s purchase price allocation. As a result,
the carrying value of the identifiable net assets at the date of acquisition changes,
and the change resulted to increase in liabilities and consequently decrease net
assets.
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b.)

SC 6A Octon and North Block - Offshore Northwest Palawan Phili  ines

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 Octon 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. Oil reserves have already been
determined and would be further refined and fine tuned by the complete seismic
acquisition.

As at December 31, 2015 and 2014, there were no further developments on the said
project.

SC 51 - East Visa an Basin

The contract area is defined by two (2) separate blocks, namely (1) an on shore-off
shore block over Northwest Leyte and (2) a deepwater block in the Cebu Strait. The
Parent Company together with other members of the SC 51 Consortium, assigned
their collective 80% interest to NorAsian Energy Limited (NorAsian) in
consideration for the latter to conduct and finance the seismic survey and drill one
well.

In a DOE letter dated June 20, 2009, DOE informed the Operator NorAsian that
Executive Order No. 10 dated May 29, 2009 has been issued by the Cebu Provincial
Governor which effectively lifts the Cease and Desist Order along the municipal
waters of Argao, Sibonga and Cebu.

In line with this, DOE instructs NorAsian to resume petroleum exploration activities
in the service contract area.

In July 2011, NorAsian has executed a farm-out of its SC-51 participating interest to
Swan Oil and Gas (SWAN). The agreement has been approved by the SC51 Joint
Venture Partners and the DOE. In the Consortium meeting on October 27, 2011,
NorAsian informed the partners that DOE has accepted DUHAT-1 as compliance of
its 3rd Sub-Phase work program. DOE has also approved the 100 kilometers of 2D
seismic data acquisition in on-shore Leyte as its commitment for the 4th Sub-Phase
work program rather than drill another well onshore.
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In 2012, DOE approved the amendments to the Farm-In agreement between the
Filipino farmers and the Group of Operators. The Operators proposed to conduct a
simultaneous study of Bonita with Cadlao. The $200,000 approved budget will be
shared halfway. However, the Group of Operators failed to submit the financial
documents required by the DOE which would prove that it has the financial
capability to implement the work programs.

During the last quarter of 2012, Philodrill, as previous operator of Bonita, served
notice to the current Group of Operators that the farmers are cancelling the farm-in
agreement.

As at December 31, 2015 and 2014, there were no further developments on the said
project.

Ex loration Permit A lication No. 175-IVB - Nickel Pro’ect Aborlan Palawan

An Order of Denial has been issued by MGB-IVB during the last quarter of 2010 due
to inactivity and lack of NCIP clearance among others. The Parent Company
submitted a letter of reconsideration and MGB-IVB granted a temporary reprieve in
order for the Parent Company to show commitment in completing the application.

The Parent Company submitted the same letter of reprieve to NCIP Region IV so the
latter can facilitate the reactivation of the Parent Company’s request of NCIP
clearance.

As at December 31, 2012, the appeal for reconsideration remained at the MGB
Central Office in Quezon City awaiting for the deliberation and resolution.

In December 3013, the application permit remained languishing at the MGB Central
under appeal for reinstatement. However the recent turn of events in Palawan brought
about by the assigning of EO-79, which categorized Palawan as a No-Go Zone for
mining, has forced the Parent Company to accept the previous cancellation and
withdraw its appeal for reinstatement.

As at December 31, 2015 and 2014, there were no further developments on the said
project.

Ex loration Permit A lication No. 196-IVB - Nickel Pro’ect Rizal Palawan

The declaration of Mount Mantalingaan as Palawan Protected Landscape gravely
affected the surface extent of the applied area. From the original area of 2,477
hectares the net free area has been reduced to a mere 396 hectares or 15% of the
original applied area.

On October 12, 2011, the Parent Company received the Notice of Denial for further
processing of its exploration permit application. With the current anti-mining
sentiments in Palawan, the Parent Company has decided to forgo any appeal for
reinstatement.

In December 2013, this has been cancelled several years back due to the inclusion of
its most potential areas in the recently declared Mt. Mantalingaan National Park in
Southern Palawan. This forced the Parent Company to accept the cancellation notice
without any qualms, after filing two motions for reconsideration.

As at December 31, 2015 and 2014, there were no further developments on the said
project.
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h.)

MPSA A lication No. 039-XIII - Gold Pro’ect Anolin A san Del Sur

The project, located in Agusan del Sur, has an area of 204 hectares. In November
2005, the Parent Company executed a Mines Operating Agreement (MOA) with
Phsamed Mining Corporation (PHSAMED) whereby the latter assumes operatorship
of the Anoling Project, including, among others, all rights, duties and obligations of
the Parent Company as previous operator of the Anoling Project. In return,
PHSAMED seeks the approval of MPSA and complies with all the work obligation
on the area. Moreover, the Parent Company receives 3% royalty and 10% net profit
interest share before income tax, depreciation and amortization of up to P11 million.
The agreement has an initial term of ten (10) years.

PHSAMED, with the assistance of Cosco, is pursuing the final approval of the
MPSA. Additional documentary requirements were submitted to MGB-Caraga in
Surigao City. All mining operations remained suspended as at December 31, 2012
until final approval of MPSA.

In 2012, the Parent Company received a formal notice from the project operator that
they are no longer pursuing the project development program of Anoling Gold Mine.

The Parent Company has assumed operatorship of the project once again and
currently securing all the mine tunnels and assets left behind by the project operator.
The Parent Company is also securing all technical data and reports that the project
operator acquired during their seven years of operatorship.

The return of the unapproved tenements was completed in 2013 and Bernster has
already acknowledged receipt of the MOA termination in their reply letter. The
MPSA application is still held-up at the sala of the Mines Adjudication Board but
Bernster has to pursue the approval themselves.

As at December 31, 2015 and 2014, there were no further developments on the said
project.

Ex loration Permit A lication No. 080 - Gold Pro’ect Tinon dan Ito on Ben et
As at December 31, 2012, all field activities and IP negotiations are suspended. The
Parent Company is currently finding a solution to move the project forward and
convince the big land owners to give their consent and complete the FPIC process. A
final appeal for reinstatement has been lodged before the MGB Central office.

In 2013, due to the continued non-consent vote from the indigenous people in the
area, it was deemed justified to withdraw the appeal for reinstatement.

As at December 31, 2015 and 2014, there were no further developments on the said
project.

MPSA No. 066-97-VIII - Cement Pro’ect Isabel Merida Le

The MPSA was assigned last June 1997 and calls for the extraction of limestone as
raw material for the manufacture of cement. The assignment is for 25 years with an
option to extend for another 25 years.

On March 4, 2003, the DENR granted the Parent Company’s application for a two-
year exploration period in its Cement Leyte Project which ended on March 14, 2005.
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In 2013, the documents for the relinquishment of the tenements have been prepared.
The EP was renewed but the claim perfection remained incomplete due to non-
payment of the mining occupation fees. Cosco has already made several
postponements of inspection trips by MGB-5 to the project site.

Cosco has not implemented its mandatory community development program. It has
stalled the implementation of the tree-planting program and has not undertaken the
environmental baseline survey. Commitments are piling up after the pull out of
Bentley and Cosco has suspended all compliance activities on the area.

In 2013, the EP is now delinquent in status and the continued delinquency is
decreasing the value of the project.

As at December 31, 2015 and 2014, there were no further developments on the said
project.

Ex loration Permit No. 000071 - Co Pro’ect Conce cion Iloilo

On June 22, 2010, the exploration permit application was registered and approved by
the regional office of MGB-6 in Iloilo City. All surface activities remained
suspended. The Parent Company is currently preparing the budget for work programs
and [EC presentations for approval by the Cosco Board.

The Parent Company has completed its Project IEC campaign before all concerned
and affected Local Government Units in Concepcion and Ioilo.

MGB-6 now requires Cosco to secure Affidavit of Consents from the private
landowners. Cosco complied with the MGB guidelines.

As at December 31, 2012, the Parent Company completed its documentary
submissions with respect to its application for the renewal of the exploration permit.
The Parent Company is patiently waiting for the renewal of the exploration permit so
that it can implement the other peripheral requirements of the CDP, NGP and
geohazard mapping.

In December 2013, the signing of the Option to Purchase agreement with Vale
Exploration, Philippines (Vale) has been completed.

On January 13, 2014, Vale took over of the project Operation. The US$20,000 cash
consideration was paid to Cosco on January 23, 2014.

If the surface exploration activities confirmed the expected results, Vale has the
option to exercise immediately the purchase of the mineral rights from Cosco at the
cost of US$1.25 million. Vale would still pay the US$ 30,000 regardless of the early
exercise of the purchase option. Cosco's residual 1.35% share on the net smelter
return will only kick in when production has been realized. Cosco will be carried free
in all exploration activities even in the event of confirmatory drilling operations in
the later stages.
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Principal amounts will be due on lump sum on their maturity dates. Extension
and/or renewal of the notes are granted by the financial institution to the Group.

ii. On July 25, 2013, the Group entered into an unsecured short-term loan
amounting to P508.5 million with a local bank. On July 18, 2014, these loans
matured and renewed for another year. The principal amount is payable annually
and its related interest is at 2.375% and 2.75% per annum in 2015 and 2014,
respectively.

b. Lon -term Loans Pa able

b.1 As at December 31, the outstanding loan by the parent is as follows:

2015 2014
Loan Facilities (net of debt issuance
costs)
Fixed-Rate Peso Corporate Notes P4,915,499,368 P4,960,368,630
Less current ortion 44,657,383 44,869,262

P4,870,856,243  P4,915,499,368

Movements in debt issuance costs are as follows:

2015 2014
Balance at beginning of year P39,631,370 P -
Debt issuance costs during the year - 42,715,758
Amortization durin the ear 5,130,738 3,084,388
Balance at end of year P34,500,632 P39,631,370

Re ment Schedule
As at December 31, 2015, the annual maturities of loans payable are as follows:

Debt

Year Gross Amount Issuance Cost Net
2016 P50,000,000 P5,342,617 P44,657,383
2017 50,000,000 5,566,298 44,433,702
2018 50,000,000 5,802,439 44,197,561
2019 50,000,000 6,051,734 43,948,266
More than 5 4,750,000,000 11,737,544 4,738,262,456
P4,950,000,000 P34,500,632 P4,915,556,046
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g. Lease of Building

The Group leases the building from its related parties where some stores are located.
The Group pays its related parties a minimum fixed amount or is calculated in
reference to a fixed sum per square meter of area leased. The terms of the lease are
for the periods ranging from ten to thirty-five (10 -35) years, renewable for the same
period under the same terms and conditions. The rent shall escalate by the range from

1% to 7%. Rental payments are fixed amounts based on the contracts.

h. As at December 31, 2015 and 2014, receivables and payables amounting to
P522 million and P1 billion, respectively, were eliminated upon consolidation.

27. Retirement Benefit Costs

The Group has an unfunded, noncontributory, 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, 2013.

Valuations are obtained on a periodic basis.

The following table shows reconciliation from the opening balances to the closing
balances of the present value of defined benefits obligations:

Balance at Janu

Included in profit or loss
Current service cost

Interest cost

Interest income on lan assets

Included in other comprehensive income
Remeasurements loss (gain):
Changes in financial assumptions
Changes in demographic assumptions
Actuarial loss (gain) arising from:

Financial assumptions

Experience adjustment
Return on lan assets excludin interest income

Retirement benefits paid
Effect of business combination
Balance at December 31
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2015
P458,436 122

86,588,109
20,149,944
1,122 500

105,615,553

(45,061,039)
(14,833,001)
666,962

(59,227,078)
(6,665,070)

P504,824,597

2014
P293,041,032

63,434,907
16,955,785
167,107)

80,223,585

(780,626)
(64,812)

67,091,416
(12,064,685)
234,492

54,415,785

30,755,720
P458,436,122






























32. Financial Risk and Capital Management Objectives and Policies

Ob’ectives and Policies
The Group has significant exposure to the following financial risks primarily from its use
of financial instruments:

= Credit Risk

= Liquidity Risk

= Interest Rate Risk

» Foreign Currency Risk

This note presents information about the Group’s exposure to each of the above risks, the
Group’s objectives, policies and processes for measuring and managing risks, and the
Group’s management of capital.

The BOD has overall responsibility for the establishment and oversight of the Group’s
risk management framework. They are responsible for developing and monitoring the
Group’s risk management policies.

The Group’s risk management policies are established to identify and analyze the risks
faced by the Group, to set appropriate risk limits and controls, and to monitor risks
adherence to limits. Risk management policies and systems are reviewed regularly to
reflect changes in market conditions and the Group’s activities. All risks faced by the
Group are incorporated in the annual operating budget. Mitigating strategies and
procedures are also devised to address the risks that inevitably occur so as not to affect
the Group’s operations and detriment forecasted results. The Group, through its training
and management standards and procedures, aims to develop a disciplined and
constructive control environment in which all employees understand their roles and
obligations.

Credit Risk
Credit risk represents the risk of loss the Group would incur if credit customers and
counterparties fail to perform their contractual obligations.

Exposure to credit risk is monitored on an ongoing basis. Credit is not extended beyond
authorized limits. Credit granted is subject to regular review, to ensure it remains
consistent with the customer’s credit worthiness and appropriate to the anticipated
volume of business.

Receivable balances are being monitored on a regular basis to ensure timely execution of
necessary intervention efforts.

The credit risk for due from related parties and security deposits was considered

negligible since these accounts have high probability of collection and there is no current
history of default.
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Interest Rate Risk

Interest rate risk is the risk that future cash flows from a financial instrument (cash flow
interest rate risk) or its fair value (fair value interest rate risk) will fluctuate because of
changes in market interest rates. The Group is exposed to interest rate risk on interest
earned on cash deposits in banks. Cash deposits with variable rates expose the Group to
cash flow interest rate risk. Short and long-term loan with fixed rates are not subject to
interest rate risk.

The interest rate profile of the Group’s interest-bearing financial instruments is as
follows:

2015 2014
Financial assets

Cash in banks P3,538,525,193 P2,877,998,722
Money market placement 10,221,581,141  11,476,180,594
Short-term investments 561,955,978 824,078,115
14,322,062,312  15,178,257,431

Financial Liability
Notes a able 13,579,618,344 9,866,403,220

P742,443,968 P5,311,854,211

The Group does not account for any fixed rate financial assets and liabilities at FVPL,
and the Company does not designate derivatives (interest rate swaps) as hedging
instruments under a fair value hedge accounting model. Therefore, a change in interest
rates at the reporting date would not affect profit or loss.

Forei Currenc Risk
The Group’s foreign currency risk at December 31, 2014 pertains to its cash in bank
which is denominated in US dollar.

The Group’s foreign currency denominated assets as at December 31, 2015 and 2014
follow:

As at December 31, 2015

Net Foreign

Current Current Currency Exchange PHP

Currenc Assets  Liabilities Liabilities Rate E uivalent
UsSDh 6,832,249 17,372,854 (10,540,605) 47.06 (P496,040,871)
EUR 143,322 499,322 (356,000) 51.74 (18,419,440)
AUD 183 (183) 34.27 6,271)

SGD 89,641 89,641 33.52 3,004 766
6,975,571 17,962,000 (10,986,429) (P517,471,349)

As at December 31, 2014

Net Foreign

Current Current Currency Exchange PHP
Currenc Assets  Liabilities Liabilities Rate E uivalent
UsD 7,201,987 (9,145,180) (1,943,193) 44.720 (P86,899,591)
EUR 464 (268,781) (268,317) 54.339 (14,580,077)
AUD - (100,773) (100,773) 36.206 (3,648,587)

SGD 46,575 46,575 33.700 1,569,578
7,202,451 9,561,309 (2,358,858) (P106,697,833)
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PHILIPPINE FINANJC_IAQL_REPORTING STANDARDS AND INTERPRETATIONS dopted _Not
Effectiveaso pie . Adopted
PIC Q&A PAS 32.37-38 -Costs of Public Offering of Shares

2011-04

PIC Q&A PFRS 1.D1-D8 -Fair Value or Revaluation as Deemed

2011-05 Cost

PIC Q&A PFRS 3, Business Combinations {2008), and PAS 40,

2011-06 Investment Property -Acquisition of Investment

properties -asset acquisition or business
combination?

PIC Q&A PFRS 3.2 -Application of the Pooling of Interests

2012-01 Method for Business Combinations of Entities Under
Common Control in Consolidated Financial
Statements

PIC Q&A Cost of a New Building Constructed on the Site of a

2012-02 Previous Building

PIC Q&A Applicability of SMEIG Final Q&As on the

2013-01 Application of IFRS for SMEs to Philippine SMEs

PIC Q&A Conforming Changes to PIC Q&As - Cycle 2013

2013-02

PIC Q&A PAS 19 -Accounting for Employee Benefits under a

2013-03 Defined Contribution Plan subject to Requirements

(Revised) of Republic Act (RA) 7641, The Philippine
Retirement Law
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