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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-IS

INFORMATION STATEMENT PURSUANT TO SECTION 20
OF THE SECURITIES REGULATION CODE

Check the appropriate box:

[ ]Preliminary Information Statement

[v" ] Definitive Information Statement

Name of Regisirant as specified in its charter:

WILCON DEPOT, INC.

Province, country or other jurisdiction of incorporation or t::rgr:;mizationT |
QUEZON CITY, PHILIPPINES K
SEC Identification Number

CS201524712

BIR Tax ldentification Code
009-192-878

Address of principal office: 90 E. RODRIGUEZ JR. AVENUE, UGONG NORTE,
QUEZON CITY

Postal Code: 1110
Registrant’s telephone number, including area code: (02) 634 8387
Date, time and place of the meeting of security holders

17 JUNE 2019, 8:00 AM, RUBY B, 4™ FLOOR, CROWNE PLAZA MANILA GALLERIA,
ORTIGAS AVENUE CORNER ASIAN DEVELOPMENT BANK AVENUE, ORTIGAS
CENTER, QUEZON CITY, METRO MANILA.

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

24 MAY 2019

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

Title of Each Class Number of Shares of Common Stock
Outstanding or Amount of Debt Qutstanding

COMMON SHARES 4,099,724,116
Are any or all of registrant's securities listed in a Stock Exchange?

Yesv No___

If yes, disclose the name of such Stock Exchange: PHILIPPINE STOCK EXCHANGE

The class of securities listed therein. COMMON SHARES



NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
17 June 2019

Notice is hereby given that the annual meeting of the stockholders of WILCON DEPOT, INC.
(the “Company”) will be held on 17 June 2019 at 8:00 am at Ruby B, 4™ Floor, Crowne Plaza
Manila Galleria, Ortigas Avenue comner Asian Development Bank Avenue, Ortigas Center,
Quezon City, Metro Manila.

The agenda of the meeting are as follows:

1. Call to Order

2. Certification of Notice and Determination of Quorum

3. Approval of the Minutes of the Annual Meeting of the Stockholders held on 18 June 2018.

4. Presentation and Approval of Annual Report and Financial Statemnents as of 31
December 2018.

5. Ratification of all Acts and Resolutions of the Board of Directors and Management during
the Preceding Year.

6. Election of Board of Directors

7. Appointment of External Auditor

8. Consideration of such other matters as may properly come before the meeting.

9. Adjournment

A brief explanation of each agenda item which requires stockholders approval is provided
herein. Please refer to Appendix 1.

At the meeting please present some form of identification such as passport, driver's license,
company 1.D and certification from respective brokers. Only stockholders of record as at the
close of business on 23 May 2019 are entitled to notice, and to vote at the meeting. The
Stock and Transfer Books of the Corporation will be closed from 24 May 2019 to 17 June
2019.

The deadline for submission of proxies is on 7 June 2019. For your convenience a sample of
a proxy is attached herein. For a corporation, its proxy must be accompanied by its corporate
Secretary’s sworn certification setting the corporate officer’s authority to represent the
corporation in the meeting. Proxies need not be notarized. Validation of proxies will be on 11
June 2019 at the principal address at 90 E. Rodriguez Jr. Avenue, Ugong Norte, Quezon City.

Registration starts at 7:00 am and will close exactly at 8:00 am. Only stockholders of record
as of 23 May 2019 shall be entitled to vote.

By Authority of the Chairman

We are not soliciting your proxy. However, if you would be unable to attend the meeting but would like to be represented
thereat, you may accomplish the enclosed proxy form and submit the same on or before 7 June 2019 to the Office of the
Corporate Secretary at 80 E. Rodriguez Jr. Avenue, Ugong Norte, Quezon City, Metro Manila, Philippines. Thank you.



“Appendix 1”
BRIEF DISCUSSION OF THE AGENDA FOR STOCKHOLDERS’ APPROVAL

Approval of the Minutes of the Annual Meeting of the Stockholders held on 18 June
2018.

The minutes of the meeting held on 18 June 2018 is available at the company’s website
www.wilcon.com.ph.

Remarks: A resolution on this agenda item must be approved with the majority of the votes of
the stockhaolders present and eligible to vote.

Presentation and Approval of Annual Report

The audited financial statements as of December 31, 2018 (AFS) will be presented for
approval by the stockholders. Prior thereto, the President-CEO, Ms. Lorraine Belo-Cincochan,
will deliver a report to the stockholders on the performance of the company in 2018 and the
outlook for 2019.

The AFS will be embodied in the Information Statement to be sent to the stockholders at least
15 business days prior to the meeting.

Remarks: A resolution on this agenda item must be approved with the majority of the votes of
the stockholders present and eligible to vote.

Ratification of All Acts of the Board and Management during the Preceding Year

Ratification by the stockholders will be sought for all the acts and the resolutions of the Board
of Directors and Board committees taken or adopted since the annual stockholders' meeting
on 18 June 2018 to date. The acts and resolutions of the Board and its committees include
approval of contracts, agreements, and transaction entered during the same period, projects
and investments, treasury matters and acts and resolutions covered by disclosures to the
Securities and Exchange Commission and the Philippine Stock Exchange.

Remarks: A resolution on this agenda item must be approved with the majority of the votes of
the stockholders present and eligible to vote.

Election of Board of Directors

In accordance with the By-laws, the Corporate Govermnance Manual, and pertinent SEC rules,
any stockholder, including minority stockholders, may submit to the Nomination Committee
nominations to the Board by 7 June 2019. The Nomination Committee will determine whether
the nominees for directors, including the nominees for independent directors, have all the
qualifications and none of the disqualifications to serve as members of the Board before
submitting the nominees for election by the stockholders. The profiles of the nominees to the
Board will be provided in the Information Statement and in the company website for
examination by the stockholders.

Remarks: Directors shall be elected by plurality of vote at the annual meeting of the
stockholders for the year at which quorum is present. At each election for directors, every
stock holder shall have the right to vote, in person or by proxy, the number of shares owned
by him for as many person as there are directors to be elected, or to cumulate his votes by
giving one candidate as many votes as the number is shares shall equal, or by distributing
such votes as the same principle among any number of candidates.



Appointment of External Auditor

The appointment of the external auditor, Reyes Tacandong & Co, for the ensuing year will be
endorsed to the stockholders. The profile of the external auditor will be provided in the
Information Statement and in the company website for examination by the stockhalders.

Remarks: A resolution on this agenda item must be approved with the majority of the votes of
the stockholders present and eligible to vote.

Other Matters

The Chairman will inquire whether there are other relevant matters and concerns to be
discussed.

Adjournment

Upon determination that there are no relevant matters to be discussed, the meeting will be
adjourned on motion duly made and seconded.



PROXY
KNOW ALL MEN BY THESE PRESENTS:

The undersigned, stockholder of WILCON DEPOT, INC. do hereby constitute and appoint as my
attomey-in-fact and proxy, to attend and represent me at the Annual Stockholders Meeting of WILCON DEPOT, INC. on 17
June 2019, and thereat to vote upon all shares of stock owned by me on the following agenda items as | have indicated below
and any and all business that may come before said meeting. If | fall to indicate my vote on the items specified below, my
proxy shall vote in accordance with the recommendation of Management. Management recommends a "FOR ALL" vote for
proposal 4, and a “FOR" vote for proposals 1 through 3 as well as for proposal 5.

ITEM NO. SUBJECT MATTER ACTION
For Against Abstain
1 e Approval of Minutes of Previcus Meeting
2 ¢ Approval of Annual Report
3 « Ratification of ali Acts and Resolutions of
the Board of Directors and Management
during the Preceding Year
4 » Election of Directors FOR ALL* WITHHOLD EXCEPTION
FOR ALL*

*All nominees listed below

1. Bertram B. Lim (Independent)

2. Ricardo S. Pascua (Independent)
3. Rolando S. Narciso (Independent)
4. Deffin L. Warren (Independent)

5. Lomraine Belo-Cincachan

6. Mark Andrew Y. Belo

7. Careen Y. Belo

Note:

To withhold authority to vote for any
individual nominee(s) of Management, please
mark Exception box and list the name(s)
under.

For Against Abstaln

5 » Appointment of Reyes Tacandong & Co. as
extemal auditor

In the absence of my proxy, this authority is hereby conferred upon the Presiding Officer of the meeting, provided that this
proxy shall stand suspended where | am personally present thereat.

This proxy revokes and supersedes all previous proxies executed by me, and the power and authority herein granted shall be
valid for said Stockholders Meeting and Adjoumments thereof, unless eartier withdrawn by me with written notice filed with the
Corporate Secretary of Wilcon Depaot, Inc.

IN WITNESS WHEREOF, the undersigned has executed this PROXY this of 2019 in

Name and Signature of Stockholder/Authorized Signatory
Witnessed by:




[ PART |I.

INFORMATION REQUIRED IN INFORMATION STATEMENT

A. GENERAL INFORMATION

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

The annual stockholders meeting of Wilcon Depot, Inc. for the year 2019, has the following details:
Date: 17 June 2019
Time: 8:00 am

Place: Ruby B, 4% Floor, Crowne Plaza Manila Galleria, Ortigas Avenue comer Asian
Development Bank Avenue, Ortigas Center, Quezon City, Metro Manila.

The approximate date on which this Information Statement and accompanying Proxy Forms shall be
first sent or given to the stockholders is on 24 May 2019 in accordance with the by-laws of the
Company and the Securities and Regulation Code.

The complete mailing address of the principal office of the Company is at:

90 E. Rodriguez Jr. Avenue
Ugong Norte, Quezon City

Should a stockholder wish to receive a printed copy of the Company’s annual report (SEC
Form 17-A) and Definitive Information Statement (SEC 20-1S), free of charge, please contact:

Atty. Sheila P. Pasicolan-Camerino

Asst. Corporate Secretary

90 E. Rodriguez Jr. Avenue, Ugong Norte
Quezon City

Tel. No. 634-8387

Email: sheila_pasicolan.legal@wilcon.com.ph

ltem 2. Dissenters’ Right of Appraisal

Any stockholder of the Corporation may exercise his appraisal right against the proposed actions
which qualify as instances giving rise to the exercise of this right pursuant to and subject to the
compliance with the requirements and procedure set forth under Title X of the Revised Corporation
Code of the Philippines

There is no matter to be voted upon during the Annual Stockholders’ Meeting that will trigger the
exercise by a stockholder of histher appraisal rights provided under the Revised Corporation Code of
the Philippines

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

There is no matter to be acted upon in which any of the current and executive officers and those who
will be nominated as directors during the meeting is involved or had a direct, indirect or substantial
interest, other than election to office. Likewise, no director has informed the Company in writing of
his/her opposition to any matter be acted upon.

ltem 4. Voting Securities and Principal Holders Thereof
(a) The Corporation has 4,099,724,116 outstanding shares as of 31 March 2019.

(b) All stockholders of record as of 23 May 2019 are entitlied to notice and to vote at
Corporation’s Annual Stockholders’ Meeting on 17 June 2019.



(c) Section 2.8, Article Il of the By-Laws of the Corporation states that, for the purpose of
determining the stockholders entitted to notice of, or to vote at, any meeting of
stockholders or any adjournment thereof, or to receive payment of any dividend, or of
making a determination of stockholders for any other purpose, the Board of Directors may
provide that the stock and transfer books be closed for a stated period, but not to exceed,
in any case, twenty five (25) days. If the stock and transfer books be closed for the
purpose of determining stockholders entitled to notice of, or to vote at, a meeting of
stockholders, such books shall be closed for at least ten (10) working days immediately
preceding such meeting. In lieu of closing and transfer books, the Board of Directors may
fix in advance a date as the record date for any such determination of stockholders. Such
date shall in no case be more than twenty five days prior to the date on which the
particular action requiring such determination of stockholders is to be taken, except in
instances where applicable rules and regulations provide otherwise.

Election of Directors

Section 2.7, Article Il of the By-Laws of the Corporation states that at all meetings of
stockholders, a stockholder may vote in person or by proxy executed in writing by the
stockholders or his duly authorized attorney-in —fact. Unless otherwise provided in the proxy,
it shall be valid only for the meeting at which it has been presented to the Secretary.

Directors shall be elected by plurality of vote at the annual meeting of the stockholders for
the year at which quorum is present. At each election for directors, every stock holder shall
have the right to vote, in person or by proxy, the number of shares owned by him for as
many person as there are directors to be elected, or to cumulate his votes by giving one
candidate as many votes as the number is shares shall equal, or by distributing such votes
as the same principle among any number of candidates.

All proxies must be in the hands of the secretary not later than five (5) days before the time
set for the meeting. Such proxies filed with the Secretary may be revcoked by the
stockholders either in an instrument in writing duly presented and recorded with the
Secretary at least one (1) day prior to a scheduled meeting or by their personal presence at
the meeting. The decision of the secretary on the validity of proxies shall be final and binding
until set aside by a court of competent jurisdiction.

Moreover, Section 3.2, Article lll of the By-Laws of the Corporation states that the Board of
Directors shall be elected during the regular meeting of stockholders and shall hold office for
one (1) year and unti! their successor are elected and qualified.

Security Ownership of Certain Record and Beneficial Owners and Management

Security Ownership of Certain Record and Beneficial Owners of more than 5% of the
Corporation’s voting securities as of 31 March 2019 as follows:



Title of Name and Name of beneficial | Citizenship Number of % to Total
Class addresses of owner and shares held | Outstanding
record owners and | relationship with
relationship with record owner
the Corporation
Common | Wilcon Corporation | William T. Belo Filipino 2,680,317,916 | 65.378%
90 E. Rodriguez Jr. | Chairman
Ave., Ugong Norte, | Mark Andrew Y.
Quezon City Belo
Stockholder of President-CEO
Record Lorraine Belo-
Cincochan
Treasurer-CFO
Careen Y. Belo
Stockholder
Rosy C. Belo
Stockholder
Alfredo P. Javellana
|
Stockholder
Roberto T.
Borromeo
Stockholder
Octacube, Inc.
Stockholder
Lentus Lenis, Inc.
Stockholder
Multus Lucrum, Inc.
Stockholder
Liam Ros Holdings,
Inc.
Stockholder
Loquor Locutus,
Inc.,
Stockholder
Common | PCD Nominee | PDTC Participants | Filipino 734,282,158 17.911%
Corporation and their clients
Stockholder of
Record
Common | PCD Nominee | PDTC Participants | Non-Filipino | 684,436,300 16.695%
Corporation and their clients
Stockholder of
Record
Security Ownership of directors and executive officers as of 31 March 2019 is as follows:
Directors
Title of | Beneficial Position Citizenship | Amount & | Direct (D) | % to Total
Class Owner nature of | or Indirect | Outstanding
beneficial )
ownership
Common Bertram B. Lim | Chairman/ Filipino 1 D 0.00%
independent
Director
Common Lorraine Belo- Director Filipino 5,100,000 D 0.12%
Cincochan




Common Mark Andrew Y. | Director Filipino 5,100,000 D 0.12%
Belo

Common Careen Y. Belo | Director Filipino 5,100,000 D 0.12%

Common Ricardo S. Independent | Filipino 1 D 0.00%
Pascua Director

Common Rotando S. Independent | Filipino 1 D 0.00%
Narciso Director

Common Deffin L. Wamren | Independent | Filipino 1 D 0.00%

Director

Executive Officers

Title of | Beneficial Position Citizenship | Amount & |Direct (D) | % to Total

Class Owner nature of | or Indirect | Outstanding

beneficial U]
ownership

Common William T. Chairman Filipino 5,099,995 D 0.12%
Belo Emeritus

Common Arthur R, Corporate Filipino 10,000 o 0.00%
Ponsaran Secretary

Common Sheila P. Asst. Filipino 19,900 D 0.00%
Pasicolan - | Corporate
Camerino Secretary

Common Rosemarie SEVP-COO Filipino 1,069,401 D 0.03%
B. Ong

Common Eden M. VP-Product Filipino 267,500 D 0.00%
Godino Development

Common Grace A. VP-Human Filipino 148,700 D 0.00%
Tiong Resources

Common Michael D. VP-Global Filipino 148,700 D 0.00%
Tiong Sourcing

Voting trust holders of 5% or more

There is no person of group of persons holding more than 5% of the common shares by virtue of a

voting trust or similar agreement.

Changes in control

There have been no arrangements that have been resulted in a change of control of the Company
during the period covered by this information statement.

Foreign ownership as of 31 March 2019

Total number of foreign ownership as of 31 March 2019 is 684,886,310 common shares or 16.7057%.




Item 5. Directors and Executive Officers

The following are the incumbent directors of the Company:

Name Age Nationality Position

Bertram B. Lim 81 Filipino CD:it;eencrtrg:n of the Board/independent
Lorraine Belo-Cincochan 40 Fiipino | prector, President and Chief. Executive
Mark Andrew Y. Belo 37 Filipino Director, Treasurer, ClO and CRO

Careen Y. Belo 35 Filipino Director and Chief Product Officer

Rolando S. Narciso 73 Filipino Independent Director

Ricardo S. Pascua 70 Filipino Independent Director

Delfin L. Warren 69 Filipino Independent Director

The Board of Directors shall hold office for one (1) year and until their successors are elected and
qualified.

As of this date, the following have been endorsed for election as directors at the Annual Stockholders’
Meeting:

< Lorraine Belo-Cincochan
Mark Andrew Y. Belo
Careen Y. Belo

*

K3
*

K/
*

2
*

Below are the profites of the nominees for election as Directors of the Company at the Annual
Stockholders’ Meeting as of the date of this report.

Lomraine Belo-Cincochan is a Director, President and Chief Executive Officer of the Company and a
Director of WC. She has held various positions in the business starting out as a trainee to the
President of Wilcon Builders Supply, Inc. in 2000, headed the IT department in 2002 before being
assigned to manage the daily operations of a branch as a Depot Manager-trainee from 2003 to 2005
under WC. She was then appointed as Executive Vice President for Operations in 2005 and in 2006
was named Chief Finance Officer, holding the position until March, 2016. In 2018, she was
recognized as one of the 2018 Forbes Asia Emergent Women Honoree. Ms. Belo-Cincochan
graduated from the University of the Philippines-Diliman in 1999 with a Bachelor’s degree in Creative
Writing.

Mark Andrew Y. Belo is a Director and Treasurer. He was the Chief Financial Officer of the Company
for 2018 and the President and Chief Executive Officer of WC from March 2016 to the present. Under
WC, he was Assistant Vice President for Business Development from 2015 to March, 2016 and
Executive Project Management Head from January 2013 to March 2015. He was also assigned to
various positions under WBSI from July 2004 to August 2007. He graduated from the University of
Asia & the Pacific in 2004 with a bachelor's degree in industrial Economics.

Careen Y. Belo is a Director and Chief Product Officer of the Company. She is concurrently a
Director of WC, the Executive Vice President for Sales and Product Development of Coral-Agri
Venture Farm Inc., Executive Officer of Crocodylus Porosus Phil Inc. and President of The Meatplace
Inc. She held various positions in the business having been a Business Development Manager from
2004 to 2007 of WC, Marketing and Sales Assistant from 2007 to 2014 and Executive Financial Audit
Manager from 2014 to March, 2016. Ms. Belo obtained her Bachelor of Science in Management from
the University of Asia & the Pacific in 2005.

10




Nomination and Election of Independent Directors:

As of this date, the following list of candidate for Independent Directors are as follows:

Bertram B.Lim
Rolando S. Narciso
Ricardo S. Pascua
Delfin L. Warren

0, & 0
0.0 0‘0 0.0

9
x4

L)

independent Directors

Bertram B. Lim, is the Chairman of the Company. He is also the Chairman of the United Neon
Advertising, Inc., the largest outdoor advertising company in the Philippines and the Chairman of the
Center for Community Transformation, a Christian non-govemment crganization, ministering to the
poor, with half a million beneficiaries. He is the Board Treasurer of the Trinity University/St. Luke’s
Health Sciences Consortium and a Bestselling Author.

Ricardo S. Pascua is an Independent Director of the Company since September 2016. He was Vice
Chairman of the Board and President and CEO of Metro Pacific Corporation from January 2000 until
his retirement in December 2001, a position he held also from January 1993 to July 1995. In
between, he was Vice Chairman and CEO of Fort Bonifacio Development Corporation. He was
concurrently an Executive Director of First Pacific Company Ltd. from 1982 to 2001 and as such
served in the boards of companies such as Smart Communications, Inc., United Commercial Bank in
San Francisco, California, First Pacific Bank in Hong Kong and 1st eBank in Manila. Mr. Pascua
started his career in Bancom Development Corporation as Asst. Vice President in 1972 and was
assigned in Bancom International Ltd. in Hong Kong as Seniior Manager in 1975. Curmrently, Mr.
Pascua serves as an independent director in various corporations and foundations. He is likewise
involved in several businesses as Chairman of the Board of Caelum Developers Inc., Facilities &
Property Management Technologies, Inc., Ascension Phildevelopers, Inc.; Chairman of the Executive
Committee of Phoenix Land Inc. and a Director in Boulevard Holdings, Inc., Central Luzon Doctor's
Hospital, Costa de Madera Corp. and Quicksilver Satcom Ventures, inc.; and the President of
Bancom Il Consultants, Inc. Mr. Pascua has a Master of Business Management from Asian Institute
of Management obtained in 1971 and he finished his bachelor's degree major in Economics (Cum
Laude) from the Ateneo de Manila University in 1969.

Rolando S. Narciso is an Independent Director of the Company since September 2016. He was
formerly a Director and Officer of New Kanlaon Construction, Inc. from 2004 to 2014. He was
President and Chief Operating Officer of Stee! Corporation of the Philippines from 1998 to 2004 and
President and Chief Executive Officer of Royal Asia Multi-Properties, Inc. from 1996 to 1997. Before
the National Steel Corporation was privatized, Mr. Narciso was its President and Chief Operating
Officer from 1989 to 1995 and concurrently from 1989 was a Director of Refractories Corp. of the
Phils. And Semirara Coal Corp. up to 1994; and Integrated Air Corp. up to 1993. From 1974 to 1988,
he held various positions in National Steel and other subsidiaries of the National Development
Company. He also held various positions in the Esso Group of Companies from 1967 to 1974. He is
a member of professional organizations such as the Financial Executives, Inc. and the Management
Association of the Philippines. He obtained his Master in Business Management and Bachelor of
Science in Business Administration degrees from the Ateneo de Manila University in 1967 and 1965,
respectively.

Delfin “Jing” L. Warren, is an Independent Director of the Company. He is the founder, principal and
current Chairman of One Incentive Systems Advocates (11SA) Group and the Warren and Nolasco
Realty Corp. He also held various positions in prestigious companies such as First Pacific
Commodities Holdings, Lid., The Hibernia Bank of San Francisco, PT Indo Ayala Leasing Corp.,
Indonesia and Bancom Philippine Holdings, Inc. He is a licensed Chemical Engineer and he obtained
his Bachelor of Science in Chemical Engineering at De La Salle College, Manila in 1971. He was also
a consistent dean’s lister and a recipient of Jose Rizal Scholarship.

"



As of February 2019, the following are the executive officers of the Company:

Name Age Nationality Position
William T. Belo 73 Filipino Chairman Emeritus
Arthur R. Ponsaran 76 Filipino Caorporate Secretary
Sheila Pasicolan- Camerino | 32 Filipino f::,"ye?"""”a‘e Secretary/AVP-Corporate

Mary Jean G. Alger Filipino Vice President — Investor Relations

Rosemarie B. Ong 60 Filipino SEVP-COO
Eden M. Godino 42 Filipino Vice President - Product Development
Grace A. Tiong 45 Filipino Vice President - Human Resources
Michael D. Tiong 45 Filipino Vice President — Global Sourcing

48

53

Lauro D.G Francisco

Filipino Chief Audit Executive

William T. Belo is the Chairman Emeritus of the Company. He is the founder of the Wilcon business
and brand. He was Chairman and/or President of all Wilcon companies established and/or acquired
from 1977 to 2016 including the parent, WC. Currently, he is involved in other business undertakings
and serves as Director of Markeenlo Realty Inc., Lomarkeen Realty Inc.; the President of Coral-Agri
Venture Farm Inc., Coral Farms, WAJ Realty Development Inc.; and Treasurer of Crocodylus Porosus
Philippines Inc. He also serves as the Chairman of Wilcon Builders Foundation inc. He won the 2013
MVP Bossing Award, a distinction given to outstanding entrepreneurs of the country. In 2018, he was
recognized as an Outstanding Thomasian Engineer, awarded as one of the People of the Year by
People Asia and Patriarch of Home Building Retail by the Philippine Retailers Association. Mr. Belo
graduated from the University of Sto. Tomas in 1968 with a Bachelor of Science degree in Electronics
and Communications Engineering.

Arthur R. Ponsaran, is the Corporate Secretary of the Company and of WC. He is a CPA-Lawyer
with over 25 years’' experience in corporate law, taxation, finance and related fields. He is the
Managing Pariner of Corporate Counsels, Philippines - Law Office and Director/Corporate Secretary
of various corporate clients. He cbtained his LLB from the University of the Philippines, BSBA from
the University of the East and completed the MDP Program at the AIM. He is a member of the
Philippine Institute of Certified Public Accountants, Integrated Bar of the Philippines, Philippine Bar
Association and the New York (USA) Bar.

Sheila P. Pasicolan-Camerino is the in-house legal counsel of the Company and the Asst. Corporate
Secretary of the Company and WC. She joined the Company in January 2016 after serving as a
Senior Asscciate in Sycip Gorres Velayo and Co. from November 2014 to December 2015. Prior to
her admission to the Philippine Bar in 2015, she served as a legal intem at the Office of the Solicitor
General in 2013 and a technical assistant in the Office of the Presidential Assistant for Education of
the Office of the President of the Philippines from 2009 to 2010. She completed Bachelor of Arts in
History from University of the Philippines, Cum Laude and cbtained a Master Degree in Philippine
Studies in the same university. Ms. Pasicolan-Camerino completed her Bachelor of Laws in San Beda
University in 2014.

Rosemarie Bosch-Ong is the Senior Executive Vice President and Chief Operating Officer of the
Company. She held this position since 2007 initially under WC, immediately prior, she was Executive
Vice President for Sales and Marketing, which she held from 1988 to 2007. She started out in the
business as a Purchasing Manager under WBS! from 1983 to 1988. She is also the President of the
Wilcon Builders Foundation Inc., which she has headed since 2008. She is a Director of the
Philippine Contractors Association, President of Philippine Retailers Association and a former
Treasurer of the Philippine Association of National Advertisers (PANA) Foundation. She is also a
regular columnist at Philippine Star property report section. Ms. Bosch-Ong has a Master's degree in
Business Administration from De La Salle University obtained in 2010 and she graduated from the
University of the East in 1986 with a Bachelor's Degree in Economics.
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Eden M. Godino is the Vice President of Product Development. She joined the department in 2007,
initially as the Asst. Vice President and was appaointed in her present position in 2011. Ms. Godino
joined Wilcon in 1897 and was assigned in Accounting, Purchasing and later went on to become a
Depot Manager in 2004, a position she held for three years prior to her promotion to AVP in Product
Development in 2007. She graduated with a Bachelor of Science degree in Accountancy from the
University of the Assumption in 1997 and obtained a short course diploma program from the De La
Salle College of St. Benilde on Supply Chain Management major in Purchasing and Logistics
Operations in 2015.

Grace A. Tiong is the Vice President for Human Resources. She has been the head of Human
Resources as VP since 2008. She joined Wilcon in 1995 and was assigned in Accounting. She was
promoted to various positions within the branch and eventually became a Branch Manager in 2005.
She joined the Human Resources department as an Asst. HR Manager after her stint in Operations in
2005. Ms. Tiong graduated from New Era University in 1994 with a bachelor’s degree in Accountancy
and obtained diploma courses in Human Capital Management and Organizational Development from
the School of Professional and Continuing Education of the De La Salle College of St. Benilde from
2014 to 2016.

Michael D. Tiong is the Vice President for Global Sourcing. Prior to his appointment as Vice
President in July, 2016, he handled Sales and Operations as an Asst. Vice President since January
2011. Mr. Tiong joined Wilcon as a Salesman in 2000 and became Depot Manager in 2007 until
2009, when he was promoted to Asst. Vice President for Operations. Mr. Tiong took up Bachelor of
Science in Architecture at the Far Eastern University in 1993.

Mary Jean G. Alger is the Vice President for Investor Relations. Prior to officially joining Wilcon, she
was part of the advisory team for the public listing of the Company. She started her career with Petron
Corporation in 1991 as a Credit Analyst. Concurrent to her varicus positions in different companies
and on a consultancy basis, she was involved in project structuring, financial packaging, advisory and
issue management for public offerings and corporate rehabilitations, among others. She served
various positions in publicly listed mining and energy development companies. She was the Asst
Vice President on Corporate Planning and Budget/Deputy to the CFO on Corporate Finance from
January 2013 to August 2016 in Benguet Corporation and Asst. Vice President for Corporate
Planning in Basic Energy Corporation from July 2007 to January 2013. After her stint with Benguet,
she was appointed Vice President for Project Development and Planning in Marcventures Mining
Development Corporation. Ms. Alger graduated from the University of the Philippines — Diliman with a
Bachelor Degree in Business Economics and a Master in Business Administration Candidate
(academic requirements completed in 2007) at De La Salle University — Taft.

Lauro D.G. Francisco, is the Chief Audit Executive. He has an extensive experience as an internal
audit executive. He built his intemal audit professional career with the Manila Electric Company
(MERALCO), previously managing the audit of the company’s subsidiaries and affiliates and
simultaneously delegated as the Internal Audit Head/ Assistant Vice-President for Internal Audit of
subsidiary Meralco Industrial Engineering Services Corporation (MIESCOR). He also had an internal
audit management tenure with GT Capital Holdings Incorporated. He is a Certified Public Accountant,
Certified Internal Auditor, and with Certification in Risk Management Assurance. Mr. Francisco
graduated from the University of the East with a degree in Business Administration major in
Accounting (Cum Laude). He obtained his Master in Business Administration degree from the Ateneo
Graduate School of Business (Gold Medal Honors). He is actively affiliated with the Institute of
Intemal Auditors - Philippines and previously held various officership positions in the organization,
foremost of which as Vice-Chairman of its Board of Trustees.

Significant Employees

The Company does not believe that its business is dependent on the services of any particular
employee.
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Family Relationship

The Company’s President, Lorraine Belo-Cincochan, Directors Mark Andrew Y. Belo and Careen Y.
Belo are the children of William T. Belo, Chairman Emeritus of the Company.

Mr. Michael D. Tiong is the husband of Ms. Grace A. Tiong.

Involvement in L egal Proceedings

As of date, to the best of Company’s knowledge, there are no legal proceedings against the directors
and executive offices of the Company within the categories described in SRC Rule 12, Part IV

paragraph (A) (4).
Certain Relationship and Related Party Transactions

The Company in the ordinary course of business, engages in various transactions with related parties,
particularly with its parent company, WC.

For a detailed discussion of the material related party transactions of the Company, please see note
20-Related Party Transactions and Balances of the attached 2018 Audited Financial Statements of
the Company.

Resignation of Directors

No Director has resigned from his office or declined to stand for re-election to the Board since the last
meeting of the stockholders due to any dispute or disagreement in relation to the operations,
procedures and policies of the Company.

ltem 6. Compensation of Directors and Executive Officers

Executive Compensation

Below is the total annual compensation of the top 5 officers and other officers of the company for the
year 2018 and projected compensation for 2019.

Key Management Officers Year Compensation Bonuses
Top 5 Officers 2018 24.30M 3.83M
William T. Belo

Lormraine C. Belo-Cincochan
Mark Andrew Y. Belo
Careen Y. Belo

Rosemarie Bosch-Ong

Other officers as a group 2018 28.87M 10.64M

Projected for 2019

Key Management Officers Year Compensation Bonuses

Top 5 Officers 2019 38.68M 6.3M

William T. Belo

Lorraine C. Belo-Cincochan
Mark Andrew Y. Belo
Careen Y. Belo

Rosemarie Bosch-Ong

Other officers as a group 2019 41.05M 11.75M
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Compensation of Director
Standard Arrangements

Al directors attending physically in a committee meeting receive a per diem of Twelve Thousand Five
Hundred Pesos (RP12,500.00), per meeting and Twenty Five Thousand Pesos (R25,000.00) per Board
meeting.

Other arrangements

There are no other arrangements pursuant to which the directors are compensated directly or
indirectly, for any service provided as a director.

Employment Contracts and Termination of Employment and Change in Control Arrangements

The Executive Officers of the Company are subject to policies of the company and labor laws. They
are also entitled to receive retirement benefits in accordance with the retirement plan of the Company.

There is no arangement with any executive officers to receive any compensation or benefit in case of
change-in-control of the Company.

Item 7. Independent Public Accountants

The Extermal Auditor of the Company is Reyes Tacandong & Co (RTCo). There has been no
disagreements on any accounting and financial disclosures. The Company is compliant with SRC
Rule 68, (3), (b), (iv), requiring the rotation of extemnal auditors or engagement partners for a period of
five (5) consecutive years.

The same accounting firn will be nominated for reappointment for cumrent fiscal year at the annual
stockholders’ meeting. Representatives of RTCo. will be present at the annual stockholders’ meeting
and they will have the opportunity to make statements if they desire to do so and are expected to be
available to respond to appropriate questions.

Audit Fee
Name of auditor Audit Fee
Reyes Tacandong & Co. £3,600,000.00 (2017)
Reyes Tacandong & Co. £5,050,000.00 (2018)

The aggregate fees billed by Reyes Tacandong & Co, for the audit of the financial statements of the
Company and other services in connection with the statutory and regulatory filings (quarterly reports)
for 2017 was R3,600,000.00 while for 2018 was R5,050,000.00.

The Company did not engage Reyes Tacandong & Co. in any non-audit services. Further, based on
the Audit Committee Charter of the Company, the quarterly reports and financial statements are
reviewed and endorsed by the Audit Committee and approved by the Board prior to its release and
submission to the SEC and PSE.

Item 8. Compensation Plans

There is no other type of compensation plan as of this date and for the annual stockholders’ meeting
on 17 June 2019 there will be no compensation plan that will be taken up.

C. ISSUANCE AND EXCHANGE OF SECURITIES

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

There are no matters or actions to be taken up with respect to authorization or issuance of securities.
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ltem 10. Modification or Exchange of Securities

There are no matters or actions to be taken up with respect to the modification or exchange of
securities.

item 11. Financial and Other Information
The Company incorporated by reference the following:

1. 17-A (Annual Report), attached as Annex “A”

2. 2018 Audited Financial Statements, attached as Annex “B”

3. Certification of Independent Directors, attached as Annex “C”
item 12. Mergers, Consolidations, Acquisitions and Similar Matters

There are no matters or actions to be taken up with respect to merger, consolidations, acquisitions
and similar matters.

ltem 13. Acquisition or Disposition of Property

There are no matters or actions to be taken up with respect to the acquisition or disposition of
property.

ltem 14. Restatement of Accounts

There are no matters or actions to be taken up with respect to the restatement of accounts.
D. OTHER MATTERS

Item 15. Action with Respect to Reports

The following matters will be submitted to the stockholders for their approval:

1. Approval of the Minutes of the Annual Meeting of the Stockholders held on 18 June 2018.

2. Presentation and Approval of Annual Report and Financial Statements as of 31
December 2018.

3. Ratification of all Acts and Resolutions of the Board of Directors and Management during
the Preceding Year.

4. Election of Board of Directors

5. Appointment of Extemal Auditor

ltem 16. Matters Not Required to be Submitted

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

Item 17. Amendment of Charter, Bylaws or Other Documents

There are no matters or actions to be taken up in relation to the amendment of charters, bylaws or
other documents.

item 18. Other Proposed Action

Other than those matters mentioned above, there are no other proposed actions to be taken up during
the annual stockholders' meeting.

Item 19. Voting Procedures

A stockholder may vote in person by proxy executed in writing by the stockholders or his duly
authorized attorney-in-fact. All matters subject to vote in accordance with the law shall be decided by
the majority vote of the stockholders present in person or by proxy and are entitled to vote thereat and
provided a quorum is present.
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Directors shall be elected by plurality of vote at the annual meeting of the stockholders for the year at
which quorum is present. At each election for directors, every stock holder shall have the right to vote,
in person or by proxy, the number of shares owned by him for as many person as there are directors
to be elected, or to cumulate his votes by giving one candidate as many votes as the number is
shares shall equal, or by distributing such votes as the same principle among any number of
candidates.
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PART Il

INFORMATION REQUIRED IN A PROXY FORM
(This form shall be prepared in accordance with paragraph (5) of SRC Rule 20)

Item 1. Instructions

The Proxy Form must be properly signed, dated and retumed by the stockholder on or before 7 June
2019. The proxy form is not required to be notarized. Validation of proxies will be done at the
Company'’s principal office on 11 June 2019 at 4:00 pm. For corporate shareholders, the proxy form
must be accompanied by a corresponding secretary’s certificate confirming the authority of the person
executing the proxy and for proxies of beneficial owners or of those shares lodged with the Philippine
Depository & Trust Corp, a certification from their respective brokers must be submitted. Validated
proxies will be voted at the meeting in accordance with the instructions of the stockholders expressed.

Iltem 2. Revocability of Proxy

Proxies filed may be revoked by the stockholders either in an instrument in writing duly presented and
recorded with the Secretary at least one (1) day prior to the annual stockholders’ meeting or by their
personal presence at the meeting.
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PART lil.

SIGNATURE PAGE

After reasonable inquiry and to the best of my knowledge and belief, | certify that the information set
forth in this report is true, complete and comrect. This report is signed in Quezon City on 22 May 2019.

WILCON DEPOT, INC.

By:

b o

ARTHFUR R. PONSARAN
orate Secretary

SUBSCRIBED AND SWORN TO befrs ni i VANEALUYERES 248y Mot 969

at , Affiant exhibited to me his Passport No. P7038917A issued by DFA NCR
SOUTH valid until May 03 2028.

W

Doc. No. ;
Page No. :
Book No. 2
Series of 2019.
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MANAGEMENT REPORT

Business and General Information

Wilcon Depot, Inc., doing business under the name and style of Wilcon Depot and Wilcon Home
Essentials (the Company/WDI/Wilcon Depot) was incorporated on December 17, 2015 as a
subsidiary of Wilcon Corporation, doing business under the name and style of Wilcon City Center
(WC), formerly known as Wilcon Builder’s Depot Inc. (WBDI), to operate its home improvement retail
businesses. It officially started operations on April 1, 2016 when the retail operations including all of
the retail assets and liabilities were transferred from WC, thereby increasing WC’s ownership in the
Company to 99.06%.

The Company’s retailing business, which it acquired and inherited from WC, has been in existence for
over 38 years. The business, founded by Mr. William T. Belo, opened its first store in 1977, carmrying
a variety of local brands of tiles and flooring, plumbing and sanitary wares, electrical and lighting
products, and hardware and tools. Mr. Belo gradually expanded the pioneer Wilcon branch as
business picked up. He opened three more branches with an average area of 2,400 sqm from 1989
to 1985. In 2002, the first store outside of Metro Manila was established in Davao City.

The first depot format store was opened in 2003, in Las Pifias. At 10,000 sqm, the Depot format was
larger than their previous 5 stores, which had an average size of 4,223 sqm. Its product selection
was more comprehensive and included more international brands and new product lines and
categories such as fumiture, furnishings and houseware, paints, and building materials, among
others. Over the next 13 years, operations rapidly expanded with the opening of 27 more Depot
format stores around the country.

The smaller format mall-based or community-based stores were formally organized in 2009 and
operated under the brand name “Wilcon Home Essentials®. This concept was adopted by a few of
the old stores and subsequently applied to 3 more new stores from 2009 to 2013.

Corporate Restructuring

The following transactions occurred on April 1, 2016 in relation to the spin-off of the retail operations
of WC into the Company:

o The net assets comprising the retail business were transferred to the Company. The land,
intellectual property, and investment properties remained with WC, the Parent.

o The Company entered into lease agreements with its Parent for the lease of land assets used
by its stores.

The spin off resulted in a 99.06% ownership of WC in the Company.

On March 31, 2017, the Company went public through an initial public offering with the Philippine
Stock Exchange. The Company floated thirty four percent (34.00%) or 1,393,806,200 of its capital
stock, increasing its issued and outstanding capital stock to 4,099,724,116 and diluting WC'’s equity
interest in the Company to 65.38%.

Bankruptcy, Receivership or Similar Proceedings

The Company and its parent, WC, have not been subject to: (i) any bankruptcy, receivership or similar
proceedings or (i) any material reclassification, merger (other than as a surviving entity) consolidation
of purchase or sale of significant amount of assets.

Products / Business Lines

The Company caters to the fast-growing segment of middle to high-income homeowners whose
needs range from new home construction, renovation, repair and maintenance to home improvement,

fumishing and design. The Company’s complete spectrum of product offerings includes local and
international brands of tiles and flooring, plumbing and sanitary wares, electrical and lighting products,
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hardware and tools, furniture, furnishings and houseware, paints, appliances and building materials,
among others.

Product Categories

The Company offers a broad range of products grouped into major product categories namely
plumbing and sanitary hardware and tools, tiles and flooring, electrical and lighting, fumiture,
fumnishing and houseware, paints, appliances, and building materials. As a matter of competitiveness,
the Company continues to develop new products and services for its customers as seen in the
launching of several in-house and exclusive products in the past.

The table below enumerates the list of major product categories and its products.

Product Category Description

Plumbing and Sanitary wares Over 1,100 products that include bath and shower mixers,
bath fillers, faucets, shower, water systems, bath tubs, bidet,
bowl, lavatory, pedestal, shower enclosure, urinal, water
closet and other accessories.

Hardware and Tools Products Products such as door essentials, hand tcols and hardware
accessories, pipes, sundries, power tools and hand tools are
found in this category.

Tiles / Flooring Consists of locally made tiles and tiles from different countries
such as China, Indonesia, Italy and Spain. Tiles are available
in different sizes and different types such as ceramic, glass
block, porcelain, and vinyl.

Electrical and Lighting Includes electrical accessories and supplies, lamps, wiring
devices, LED and lights.

Fumiture, Furnishings and Fumiture products include those found in the bedroom,

Houseware dining, kitchen, living room, office, and outdoor. Products

include decorative items, organizers, wall hang decors,
curtains, and blinds.

Paints Provides a wide range of paints for different surface types.

Appliances Products include air cooler, air conditioner, electric fan,
entertainment appliances such as television, CD/DVD player,
amplifier, kitchen appliances, washing machine, and vacuum
cleaner.

Building Materials Products include building decors and supplies, ceiling and
wall, floor and roofing.

Among the major product categories, tiles and flooring products and plumbing and sanitary wares
historically have the highest contribution to sales.

The Company carries over 2,000 brands across the different product categories translating to 37,700
stock keeping units (SKUs) as at December 31, 2018. The Company further classifies these brands
as: (i) in-house brands owned by the Company and exclusive international brands that are solely
distributed by the Company, and (ii) other locally procured local and intemnational brands that are not
exclusively distributed by the Company.

Store Formats

The Company cperates 51 stores nationwide, as of December 31, 2018, and offers its products via
two retail formats, namely the Depot store format and Home Essentials store format.

e Depots. The Company conducts its operations primarily through a format under the name
“Wilcon Depot’. As of December 31, 2018, the depot format accounted for 95.8% or £20,150
million of the Company’s net sales. Each Depot format store carries 90,000 to 200,000
SKUs and offers a broad variety of large-scale home and construction supply products. The
net selling space of the Company’s depot stores ranges from 2,800 sqm to 16,100 sqm, with
an average net selling space of 8,700 sqm. As of December 31, 2018, the Company has 43
depots located in all the major cities across the Philippines. Project sales or sales to major
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property developers, on the other hand, accounted for 1.3% or 272 million of total net sales
of the Company.

e Home Essentials. The Company also operates a smaller format known as “Wilcon Home
Essentials’. The Home Essentials format was launched in 2009 as a community store-type
outlet aimed at customers who require easy access to a basic range of tools and materials for
simple housing repair and maintenance. Home Essentials stores range in size from 1,000
sqm to 5,200 sqm with an average net selling space of 740 sqm to 2,800 sqm. As of
December 31, 2018, the Company has 3 mall-based Home Essentials stores and 5 stand-
alone branches for a total of 8 Home Essentials stores.

The Company has designed its stores to provide a comfortable atmosphere that will enhance the
customers’ shopping experience. The Company’s stores offer facilities such as free parking, ample
ventilation and air-conditioning, well-lit shopping areas, and a similar easy-to-navigate store layout in
all its stores. For its depot-format stores the Company offers more shopping convenience like a
coffee shop or a snack bar, lounges for customers and their contractors or architects and engineers,
design hubs and a play area for kids. The Company continues to ensure the completeness of these
features in all of its depots to keep customers satisfied.

Owing to the significantly higher store count and total selling area of depots versus home essentials,
majority of the Company’s revenues or 95.8% comprised of net sales generated from the depot-
format stores, 1.3% for the project sales while the remaining 2.9% was contributed by the home
essential format store.

Distribution Methods of Products

The Company as mentioned in the preceding paragraphs, operate two store formats, the Depot and
the Home Essentials. The home essential stores are confined within Metro Manila while the depots
are located in different parts of the Philippines.

Below is the breakdown of the number of the Company’s stores per location and format:

Store format Region Number of stores

Depot Metro Manila 10

Luzon 23

Visayas 5

Mindanao 5

Total Depot 43

Home Essentials Metro Manila 7

Visayas 1

Total Home 8
Essentials

The Company outscurces various logistics and distribution functions to third parties, which the
Company believes allows it to expand its store network rapidly while lowering its operating costs.

Replenishment of the Company's inventory is provided through direct store deliveries from suppliers
for urgent requirements or deliveries to the Company’s warehouses for regular restocking.

Operational and Financial Information

Wilcon Depot, Inc.'s common shares has been trading in the Philippine Stock Exchange (PSE)
starting March 31, 2017. The high and low market prices of the Company’s shares for each quarter of
2018 and month of January and February of 2019, as reported by the PSE are shown below:
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2019 High Low
February 15.00 13.70
January 14.22 12.66
2018 High Low
4" quarter 12.64 10.30
3" quarter 12.26 9.94
2™ quarter 12.30 10.50
1%t Quarter 11.80 8.16

The market capitalization of the Company’s common shares at the end of 2018 based on the closing
market price of P12.60 per share totaled to P51.657 billion.

Stockholders

The total number of issued and outstanding common shares of the Company as of 31 March 2019
were 4,099,724,116 and total number of stockholders as of 31 March 2019 was 22.

List of Top 20 Stockholders as of 31 March 2019

Stockholder’s Name Holdings Percentage
1. Wilcon Corporation 2,680,317,916 65.378%
2 PCD Nominee Corporation (Filipino) 734,282,158 17.9111%
3 PCD Nominee Corporation (Non-Filipino 684,436,300 16.695%
4. Timothy James Vorbach 450,000 0.011%
5. Ellis C. Maguan &/or Mingming C. Maguan 150,00 0.004%
6. Ming Ming C Maguan or Ellis C. Maguan 20,000 0.00%
- Joel M. Banaco 15,000 0.00%
8. Jovelyn Lavalle Gualberto 13,900 0.00%
9. Mary Joy Mendoza Galamay 6,000 0.00%
10. | Alma Bella Pil Alberastine 5,000 0.00%
11. | Christine F. Herrera 5,000 0.00%
12. | Veronica Aguilar Pedrasa 5,000 0.00%
13. | Doreen Fatima Sanosa Penilla 4,000 0.00%
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14. | Divine Jesset Ramos Santos 4,000 0.00%
15. | Myra P. Villanueva 4,000 0.00%
16. | Adora Brigette N. Canlas 2,800 0.00%
17. | Ofelia R. Blanco 2,000 0.00%
18. | Nadezha Iskra F. Herrera 1,000 0.00%
19. | Owen Nathaniel S Au ITF: Li Marcus AU 30 0.00%
20. | Botschaft N. Cheng or Sevilla Ngo 10 0.00%
Dividends

On 9 May 2018, the Board of Directors approved the declaration of cash dividends in the amount of
PhP 0.08 regular cash dividend and PhP0.03 special cash dividend or a total of PhP 0.11 per
common share to all stockholders of record as of 24 May 2018, payable on 8 June 2018.

The Company has approved a dividend policy of maintaining an annual cash and/or share dividend
pay-out of up to 25% of its net profit after tax from the preceding year, subject to the requirements of
applicable laws and regulations, the terms and conditions of its outstanding bonds and loan facilities,
and the absence of circumstances that may restrict the payment of such dividends, such as where the
Company undertakes major projects and developments. Dividends must be approved by the Board
(and shareholders in case of a share dividend declaration) and may be declared only from the
unrestricted retained earnings of the Company. The Company’s Board of Directors may, at any time,
modify the Company’s dividend policy, depending upon the Company’s capital expenditure plans
and/or any terms of financing facilities entered into to fund its current and future operations and
projects. The Company can give no assurance that it will pay any dividends in the future.

Securities Sold

There were no recent sales of unregistered or exempt securities, including issuance of securities
constituting an exempt transaction.

Discussion on Compliance with Leading Practice on Corporate Governance

The Company understands that it is paramount to set the kind of corporate govemance needed in the
attainment of the Company’s corporate goals and ensures compliance with the leading practices in
corporate govemance. Consequently, the Company has revised its Corporate Governance Manual
which was approved by the Board on May 22, 2017. The Manual was designed to define the
framework of rules, systems and processes that governs the performance of the Board and
Management. It establishes the structure by which the Company executes and camies out its
Corporate Governance. This serves as reference by all the members of the Board as well as its
Management in the conduct of their duties and responsibilities.

The Board and Management, employees and shareholders, believe that good govemance is a
necessary component of what constitutes sound strategic business management and will therefore
undertake every effort necessary to create awareness thereof within the organization.

Further, on June 18, 2018, the members of the Board as well as officers of the Company attended the
corporate governance seminar, entitted “Corporate Governance: Breaking Through Modermn Controls®
conducted by the Center for Training and Development, Inc. This is in compliance with SEC
Memorandum Circulars No. 20-2013 and 2-2015 of the Securities and Exchange Commission.
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To strictly observe and implement the provisions of the Manual, corresponding penalties shall be
imposed, after notice and hearing, on the Company's directors, officers, staff, subsidiaries, and
affiliates and their respective directors, officers, and staff in case of violation of any of the provisions of
the Manual.

The Company will submit its Integrated Annual Corporate Governance Report (IF-ACGR) for the year

ended December 31, 2018, on or before May 30, 2019, in compliance with SEC Memorandum
Circular No.15, Series of 2017.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended December 31, 2018 compared with period ended December 31, 2017

Wilcon Depot, Inc. (WDI or the Company) recorded net income of P1,835 million for the year ended
December 31, 2018, up by 32.5% or P450 million from the 1,385 million reported for the full year
2017 with net margin likewise improving from 7.8% in 2017 to 8.7% in 2018. The improvement was
driven by a robust comparable sales growth of 8.0% and margin-enhancing product mix strategy.

Net Sales

WDI's net sales for 2018 amounted to P21,041 million, 18.6% or 3,294 million higher than the
17,748 million generated in 2017. The growth was driven by a solid comparable sales performance
of 8.0% for the year and a healthy contribution from new stores opened in 2018 and 2017. Eleven
new branches, nine depot-format and two smaller-format “Home Essentials” stores were opened in
2018 but one depot was closed temporarily as the old store building will be rebuilt into a multi-story
building by the property owner. The Company closed the year with 51 stores, 43 of which are depots
and eight are Home Essentials.

The depots contributed the majority of total net sales comprising 95.8% or £20,150 million, growing
by 20.6% or P3,443 miillion year-on-year with a same store sales growth of 9.5%. The new depots,
meanwhile, accounted for 53.8% of the total growth, contributing 1,853 million for the year. Project
sales or sales to major property developers, on the other hand, dropped by 44.5% year-on-year
totaling P272 million for the year, accounting for 1.3% of total net sales.

The Home Essentials branches recorded total net sales of 619 million, accounting for 2.9% of total
net sales. The format grew 12.6% with a same store sales growth of 9.7%. Two Home Essentials
were opened during the year while there was none opened in 2017.

Fourth quarter 2018 net sales grew 20.4% to tally at 5,682 million with a same store sales growth of
7.4%. Net sales from depots contributed 96.2% or P5,469 million, growing by 22.9% year-on-year.
Net sales from Home Essentials totaled P157 million accounting for 2.8% or P157 million, up 11.7%
from the 2017 fourth quarter level. Project sales dropped by 56.9% year-on-year to total P57 million
for the quarter.

Gross Profit

Gross profit for the year amounted to 6,603 million up 25.4% or 1,337 million year-on-year resulting
in a growth in the blended gross profit margin (GPM) to 31.4% from the 29.7% 2017 GPM. The
improvement is traceable mainly to the expanding contribution of the higher margin in-house and
exclusive products to total net sales, which accounted for 46.9% for the year versus 44.6% in 2017
and partly to improved margins from non-exclusive products.

Operating Expenses

Operating expenses increased to P4,421 million for the year, increasing by 22.9% or £825 million
from the prior year's 3,596 million. The hike is brought about mainly by the increased volume of
business both from new and existing stores compounded by inflation effects on expense accounts
notably on trucking and salaries.

Interest Expense

The Company repaid its bank loans resulting in an 89.2% or 19 million drop in interest expense to
P2 million for the year.

Other Income (Charges)

Net other income for the year reached P359 million, up 94.0% or 174 million from the P185 million
generated in 2017. The jump is attributable mainly to:



1) higher interest income eamed from placements of the balance of the proceeds from the initial
public offering and cash generated from operations, increasing by 68.0% or 79 million year-on-
year to close at P194 million;

2) higher other revenues net of charges of £165 million from the prior year’s P70 million, consisting of
rent income for the lease of billboards, gondola lights, etc. by merchandise suppliers and their
share of various operational and promoticnal/marketing costs and other non-merchandise sales
related income.

Earnings Before Interest and Tax (EBIT) / Earnings Before Interest, Tax, Depreciation and
Amortization (EBITDA)

EBIT as a result increased to 2,542 million for an EBIT margin of 12.1% while EBITDA amounted to
P2,707 million for a margin of 12.9%, increasing from the prior year's £1,856 million with 10.5%
margin and #1,960 million with 11.0% margin, respectively.

Income Tax

Income tax increased by 57.1% or £256 million to settle at 704 million in view of the higher taxable
income this year and a one-off tax benefit in 2017 arising from the increase in capital stock resulting
from the public listing of the Company’s common shares.

Financial Condition
December 31, 2018 versus December 31, 2017
Assets

Total assets as of December 31, 2018 totaled £17,502 million, up by 9.2% or P1,478 million from the
end-2017 balance of 16,024 million accounted for mainly by the income generated during the year
partly offset by the repayment of bank loans and distribution of dividends during the year.

Current assets. Current assets declined by 3.2% or P380 million attributed mainly to the utilization of
cash and maturing short-term investments to fund the construction of new stores. Merchandise
inventories which account for 64.5% of total current assets, hiked by 5.2% or £363 million to close at
£7,331 million by the end of the year to support the requirements of new store openings.

Noncurrent assets. Noncurrent assets climbed 43.4% or #1,858 million to total 6,134 million as at
end-2018 from the end-2017 level of P4,276 million. The hike is traceable mainly to the jump in
property and equipment which totaled £2,767 million as at end-2018, up 221.7% or £1,807 million
from 860 million as at end-2017 in view of the construction of new stores. Property and equipment
accounted for 45.1% of total non-current assets.

Liabilities

Total liabifities as at December 31, 2018 totaled 4,290 million, inching up by 4.5% or 184 million
from the end-2017 balance of 4,106 million accounted for mainly by the increase in trade and other
payables partly offset by the payment of bank loans.

Current liabilities. Current liabilities totaled P4,171 million as at the end-2018, increasing by 12.0% or
446 million from the balance of 3,725 miflion as at end-2017, primarily due to the rise in trade and
other payables which includes payables to suppliers and contractors for the construction of store
buildings.

Noncurrent liabilities. Noncurrent liabilities totaled 118 million, down by 68.9% or 263 million from
the end-2017 level of P381 million due to repayment of bank loans.



Equity

Total equity reached ©13,212 million as at December 31, 2018, up by 10.9% or P1,294 million from
the 11,918 million balance as at December 31, 2017 accounted for by the net income eamed during

the year and partiy offset by the payment of dividends.

Key Financial Performance Indicators

Key Performance Indicators 2018 2017

Net Sales 21,041,433,928 17,747,580,107
EBIT? 2,542,019,176 1,855,569,319
EBITDA? 2,706,871,157 1,959,894,624
EBIT Margin® 12.08% 10.46%
Current Ratio* 2.73 3.16
Debt to Equity Ratio5 0.32 0.34
Interest Coverage Ratio® 1,083.87 85.14

Income before tax add interest expense

Income before tax add interest expense and depreciation and amortization
EBIT / Net Sales

Current Assets / Current Liabilities

Total Liabilities / Total Equity

EBIT / Interest Expense

SN

Any known trends, events, or uncertainties (material impact on liquidity)

There are no known trends or events that will trigger any direct or contingent financial obligation that
is material to the Company, including any default or acceleration of an obligation.

There are also no material off-balance sheet transactions, arrangements, obligations (including
contingent obligations), and cther relationships of the Company with unconsolidated entries or other
persons that was created during the reporting period.

Description of any material commitments for capital expenditures, general purpose of such
commitments for capital expenditure, expected sources for such expenditures.

There are no known regulatory or material contractual commitments of the Company for 2018.

The Company, pursuant to its expansion plans has allocated approximately 2.000 billion for
additional stores/branches, warehouses, acquisition of vehicles and equipment, and renovations of
select stores.

Any known trends, events, or uncertainties that will have material impact on sales and
continuing operations

The continuing economic growth, not only of highly developed and urbanized regions of the
Philippines but of emerging cities and provinces outside the naticnal capital and its immediate
surrounding regions has presented a vast potential for growth for the Company. Thus, the
Company’s growth plan is to expand in these locations, in which most Wilcon Depot has scarce to no
presence yet.

In these emerging cities and provinces, the home improvement space more particulardly the
construction finishing materials niche is still dominated by traditicnal trade. As the economy of these
areas develops and the purchasing power of the market strengthens, demand for more convenient
and improved shopping experience, variety especially of higher quality products and overall better
customer service are expected to continually grow. Entry and success of current and upcoming

28



Wilcon stores in these growing areas coupled with the aforesaid continuous economic growth of these
markets, it is expected that more modem trade channels for the home improvement space will
gradually flourish, shifting the balance and the competitive landscape.

Seasonal Aspect that has material effect on the financial statements.

There is no seasonal aspect that has material effect on the financial statements.
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PART L. BUSINESS AND GENERSL INFORMATION
Item 1. Business '

Backaround

Wilcon Depot, Inc., doing business under the nzme and styie of Wilcon Depot and Wilcon Home
Essentials (the Company/ WDl Wiicon Depot) was ificorporated on  December 17, 2015 as &
subsidiary of Wilcon Corporation. doing business under the name and style of ¥Wicon City Center
(WC), formerly known as Wiicon Builders Depot Inc. (WBDI), fo operate its home improvement retail
businesses. k officially started operations on Aorit 1, 2018 when the retail operations including all of
the retail assets and liabilitiés were Tansferred from WC, thereby increasing WC’s ownership in the
Company to 89.06%,. '

The Company’s retailing business, which i acguired and inherited from WC, has been in existence for
over 38 years. The business, founded by Mr. William T. Belo, opened its first store in 1 877, carrying
a variety of local brands of tiles and fioaring, plumbing and sanitary wares, elecirical and lighting
producis, and hardware and tools. Mr. Belo graduafy sxpanded the pionesr Wicon branch as
business picked up. He opéned three more branches with an average area of 2,400 sqm from 1989
1o 1895. In 2002, the first sicre cutside of Meiro Manilg was' esiablished in Davao Gity.

The first depot format store was cpened in 2003, in Las Pifigs. At 10,000 sqm, the Depot format was
larger than their previous 5:stores, which hzd an average size of 4,223 sqm. Hs product selection
was more comprehensive -and included more intemational brands and new product Fnes andg
categories such as fumiture, fumishings snd houseware, paints, ang bullding materials, ammong

others. Over the next 13 years, operations rapidly expanded with the opening of 27 more Depot
format stores around the counkry.

The smaller format mall-based or community-based stores were formally organized in 200¢ and
operated under the brand name “Wilcon Home Essentials®.  This concept was adopied by a few of
the old stores and subsequently applied to 3 more new stores from 2009 to 2013,

Comporate Resﬁ'uctuﬁgg

The foliowing ransactions occurred on Aprii 1, 2016 in reiation o the spin-off of the retait operations
of WC inio the Company. '

° The net assets comprising e retail business were transferred fo the Company. The land.
inteflectual properiy, and investment properties remained with WC, the Parent.

° The Company entered into lease agreements with s Parent for the lease of iang assets used
by #is stores.

The spin off resulted in: @ 99:06% ownership of WC in the Company.

On March 31, 2017, the Company went pubsiic through: an inidial public offering with the Philippine
Stock Exchange. The Company ficated thirty. four percent {34.60%) or 1,393,985,200 of is capiizi
stock, increasing #is issued and outstanding capiai stock 16 4.098.724,116 and diluiing WC's equity
interest in the Comipany to 65.28%.

Bankruptcy, Receivership or Similar Procee&ng

The Company and iis parent, WC, have not been‘sub'ject to: (i) any bankrupicy, receivership or similar
proceedings or () any material reciassification, merger {otherthan as g surviving entily) consolidation
of purchase or sale of significant amount of assets.

Products / Business Lines

The Company caters to the fasi-growing segment of midgle © high-income homeowners whose
needs range from new home censtruction, renovation, fepair and maintenance to home improvement,
fumnishing and design. The Company’s complete spectrum of product offerings indludes local and



international brands of tiles and flooring, sza."dzngam sanitary wares, eleciricai and lighting products,

hardware and tools, fumiture, fumnishings and housewere, nzirts. appliances and bufiding materiais,
among others. ‘ ' .

Product Categories

The Company offers a broad range of products greuped irfo major product cafegories namely
plumbing and saniiary hardware and fools, iHes and ficoring, elecirical and fighing, fumiture,
fumishing and hotsewars, paints, appiiances, zng bullding materials. As a matier of competitiveness,
the Company continues to «develop new producis and services for its cusiomers as seen in the

launching of several in-house and exdlusive prodicis in the past.
The table below enumerates the fist of major product Vcategor'i&s. and its producis. .

Product Category Description o o

Plumbing and Sanitary wares Over 1,100 producis that mclude baih and shower mixers,
bath filers; faucets, shower, water sysiems, bath tubs, bidet,
bowi, iavatory, pedestal, shower enclosure, wrinal, water
closet and other accessories.

Hardware and Tools Products Producis such as door essentials, hand tools and hardware
accessories, pipes, sundries, power tools and hand tools are
found in this categorv.

Tiles / Flooring Consists of iocally made tiles and ties from different couniries
such as China, Indonesia, ltaly and Spain. Tiles are availabie
in different sizes and different types such as csramic, glass
biock, porcekain, and vinyl,

Elecirical and Lighting Includes slectrical accessoriss and supplies, lamps, wiring
: devices, L ED and fghts. i

Fumiture, Fumishings and Furniture products mclude those found in the bedroom,

Houseware . dining, kifchen, fiving room, office, and outdoor. .Producis

include cdecorative iterns, .organizers, wall hang decors,
curtaing, and biinds. ©

Paints . Provides a wide range of paints for diiferent surface types.

Appliances Producis incdlude air cooler, air conditioner, slectric fan,
enﬁer*.aimnen_t appliances such as television, CD/DVD player,
amphifier, Kitchen appliances, washing machine, and vacuum
cleaner. ' - '

Building Materials Produsts inciude building decors and supplies, ceiling anc
wall, floor and roufing.

Asﬁong the major product categories, idies and ﬁooﬁng.produc& and piumbing and sanitary wares
historicalty have the highest contribution o sales.

The Company carries over 2,000 brands across the diferent product categories ransiating to 37.70C
stock keeping uniis (SKUs) as at December 31, 2018. The Cornpany further classifies these brends
as: {i) in-house brands owned Py the Company and exdlusive intemnationai brands that are soiely

distributed by the Company; and {if) other iocally prosured local and intemnational brands that are not
exclusively distributed by the Company. ,

Siore Formats

The Company operates 51 stores nationwide, as of December 31, 2018, and offers #is products via
two retail formats, namely the Depot store format and Home Essentials store format.

® Depots. The Company conducts iis aperations primarily through a format under the name
“Wiicon Depot™. As of December 31, 2018, the depot format accounted Tor 85.8% or £20,150
million of the Company's net saies. Cach Jepot format store carries 90,000 to 200,000
SKUs and offers a broad variety of farge-scale home and consiruciion supply products. The
net sefling space of the Companv's depot stores ranges from 2,806 sgm io 16,100 sqm, with
an average net sefling space of 8,700 sgm. As of December 31, 2018, the Company has 42

<



property developers, on the other hand, accounted for 1.3% or 272 million of fotal net sales
of the Company. ' C

depots iocated in ail the mgor citiss across e § #opines. Project sales or sales io major

® Home Essenfials. The Company also operates a smafier format known as “Wilcon Home
Essentials”. The Home Esserniiaic format was iaunched in 2009 as a community store-type
outlet aimed at customers who require easy.access to a basic range of iools and materials for
simple housing repair and maintensnce. Home Essentials stores range in size from 1,000
sgm o 5,200 sqm with an average nel selling space of 740 sgm to 2,800 sqm. As of
December 31, 2018, the Company has 3 maii-based Home Essentials stores and 5 siand-
alone branches for 5 total of & Home Essentals sicres.

The Company has designed ifs stores o provide a comiorizbie atmosphere that will enhance the
customers’ shopping experience. The Company's stores offer faclities such as free parking, ample
ventilation and air-conditioning, well-iz shopping areas, and a similar easy-to-navigate store layout in
all its stores. For its depot-format siores the Company offers more shopping convenience like 2
coffee shop or z snack bar, iounges for customers and their contractors or architecis and engineers,
design hubs and a play area for kids. The Company contintes to snsure the completeness cf these
features in afl of iis depots tc keep customers safisfied. ' S :

Owing fo the significandy higher store count and total selling area of depots versus home essentials,
majority of the Company’s revenuss or 95.89% comprised of net sales generated from the depot-
format stores, 1.3% for the project sales while the remaining 2.9% was contributed by the home
essential format store. ) ‘

istribution Methods of Producis
The Company as mentioned ir, the preceding paragraphs. operate two siore formats, the Depot and
the Home Essentials. The home essential stores are confisied within Meiro Manila while the depois
are located in different parts of the Philippines. C

Below is the breakdown of the number of the Company’s stores per location and format:

Store format ' _Region _ Number of stores

Depot Mefro Manila 10

- bwzon 23

" Visayas 5

Mindanao 5

Total Depot . — 43

Home Esseriisls Metro Maniiz 7

. Visayas 1.

Total "Home 8

Essentiais

The Company ocuisources varicus iogistics and distribution funciions o third parties, which vthe
Company believes allows i io expand its siore netwark rapidly while towering its operating costs.

Replenishmeni of the Company’s inveniory is provided thraugh direct store deliveries from suppliers
for urgent requirernents or deliveries to the Company’s warehouses for regular restocking.

Competition

The Company is operating in the consbuction and home ‘imprevement supply industry in the
Philippines. The Company’s direci competitors are retaflers, wholesalers and distributors of
constructions and home improvement supply. The Company competes with these entities primariiy in
terms of the range and quality of products angd services offered, pricing, target market, and sales
network coverage. ' v : :



Suppliers

The Company has over 400 loca! anc mulfinational suppiiers. lis major suppliers include Mariwass
Siam Ceramics, iInc., Hocheng Phifipsines Coro., and Lixil Philiopines Ltd., &l of which are local.

The Company purchases goods on = per order basis through purchase orders issued io suppliers.
These purchase orders become the binding confracts between and among the Company and its
suppliers. A purchase order provides the supplier details, terms of payment up io 60 days, discounts.
entry date of order, defivery date and canceilation date, i any, SKU and description of preducs,

The Company is not dependent on any one or few suppfiers given its extensive product offerings.

Consiagnors

Consignors operate within the sefling area of Wilcon Depot and Wiicon Home Essentials stores and
@s of December 31, 2018, & generated 29.6% of the iotal sales. The Company charges 2 pre-
determined mark-up on a consignor’s cost on its products as is margins.

Custome
Target Cusiomers

Wilcon Depot's customers comprise of homeowners from middie o high-income households, whoss
buying patterns are driven by new home consiuclion. renovation, repair, maintenance, and other
types of home improvement needs. Wicon Depot alse caters ic independent contraciors and project

developers who require constiuction and bufiding materials. -

Customer Segments
The Company divides its customers intc two categories:

° Retak copsumers — Consisting of homeowners and small and independent coniraciors.
Majority of the Cdmpany’s reéventes are generated from s retail consumers,

° Institutional accounts — Consisting of big properiy developers. The Company generates a
small portion of iis revenue from instinsional accounis.

There is no single customer that accotinis for more than twenty percent (20%) of the Company’s
revenues.

Loyally and Rewarids Program — Wicon Loysity Card

Wilcon Depot launched s Wilcon Loyaly Card program in 2011. itisa loysity and rewards program
offered by Wilcon Depot io &l s customers free of charge Registered members can accumulaie
points based on the amount and quentity of their purchases from any Wilcon Depot branch. Tre
accumulated points can be converted o #s equivalent monetary value basad on the program ard
can be used by to purchase items af any Wilcon Depot store. From a membership of 89,118 in eng-
2011, it has now grown to 828,275 registered members as of December 31, 2018.

Transactions with andior Dependence on Related ﬁam%

The Company, being a spun-off operafion of WC, relies on the parent company and other related
parties for the acquisition of majority of the cuirent and ali of the identified fuiure store sites. Of the 51
branches as of December 31, 2018, oniy sight srtes are ieased from third parties.

For a detailed discussion of éhe material reiated pariy t:énsacﬁons of the Company, please see noie
20 - Related Parly Transactions and Balances of the attached Audited Financial Staterents of ihe
Company. o A
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‘Inteflectual Property

The Company owns alf trademarks being used in €onnection with #ts home improvemnent and retgii
business. . o :

Government Approvais / Reguiations

The Company is covered by various laws and regulations as & refail operailon. As part of its nomal
course of doing business,l t secures various govermment permits and Feoenses for leasing anc
operating store bufidings. - ‘ : o i

Effect of Existing and Probabile Covemnment Regulztions

The Company is not aware of any and foresees no impending change in government regulations that
may have a materiaf and adverse effect on the operations of the Company.

Research and Development:
The Company has no expendiiure on research and development for the year.

Cosis and Effects of Compliznce with Environmental | aws
M .

The Company is compliant and . incurs eXxpenses for the purposes of complying with environmenta:
laws such as the Environmentai Clearance Ceriificate for total siore areas of over 10,000 sqm. For
stores with areas of 10,000 sgm and beiow, g Ceriificate of Non-Coverage may be obtained. Fees for
procuring these dlearances and permits are standard in the indusiry.

Employees

As of December 31, 2018, the Company has 2,286 direct hired smnployess. The following table seis
out the breakdown of the Company’s emplovees by rank and staius.

Rank L - Number of Employees

Key management, Manager & Supenvisor . ‘ 795
Rank and File 1,481
Total 2,286
Employment Status .' Number of Employees

Regular ’ : 1,994
Probationary : 292
Total : . 2,285

personnel. a Leadership Enhancement and Development {LEAD) Program for middie management
and also a Career Management Program (CMP} in order o ensure the confinuous supply of

The rank and file employees .of the Company are subject of a collective bargaining agreement
effective until May 11, 2020. At present. no empioyees are on strike or have been on strike in the
past year or are threatening to sirke. :



The Company anticipates that it will nave approximateiy. 2,465 employees within the next 12 months
to include new hires for e pianned store cSpenings i 251G, :

Risks

1. The Company’s expecied revenue and net inocﬁe_ growth is highly dependen: on the expansion
of its store network andiit may be adversely affected by the following faciors:

° identifying, hiring and Faining qualified employees for each site;

° punciial commencement and completion of construction activities;
o

e

engaging qualified independent contractors: .
managing construction and development cosis of new siores, patﬁei.r;‘a;iy 1 competitivs

® Securing required govemmental approvals, permits and Eoenses {including construction
and business pemits) in 2 tmely manner and responding effectively to any changes in
applicable laws and regufations that adversely affect the Company’s costs or ability tc
Open new slores; ) _
unforesesn engineering or environmentsal probiems with leased premises; and,
avoiding the impact of inclement weather, natura disasters and other calamities.

The Company has properiy planned #c expansion program and has worked cooperatively with the
parent company to put in piace contingency and correciive measures where issyes especially in
the construction of new:siores occurred that wouid deiay said expansion. There is no guarantee,

however, that these corrective measures would. totally sliminate the risk of delays in fhe
implementation of the ekpansion plans. - ,

2. The Company may encounter significant compeitition in key provincial cities outside Metro Manila.
A significant porticn of the Company's medium-term expansion siraiegy is fo open new stores i
the various regions of the Phiippines, parficularly in areas outside of Metro Manila. The retai
market in these areas is dominated by independent ocal operations. Expansion into these arsas
exposes the Company to operational, logistical and other risks of doing business in new
teritories. The Company has studied the demographics and the competitive environment in the

3. New stores wil place additional burden on Company’s existing resources, which may acversely

its business. The Company’s slans for expansion will place additional burden cn s

existing operafional, manageriat, fnancial and administrative resources, There is & risk that the

Company's existing resources could faff 1o accommodate the increased number of stores, which

in turn could compromise the operations of existing siores through deteriorm ing quality of is

custemer service, lack of preduct seleciion, poor management of inventory, among others.

Although the Company has an effeciive recruirnent ang training program in place fo always have

a pool of available competent personnel that cun be deploved anyiime and has kept a heatthy

financial condition to have ready access ic debt ang equily financing, these are not guaranises
that the accelerated expansion plan will not sirain existing resources.

4. The success of the Company’s business is reliant on the Company’s continuing capability c
" source and sell the app",ropnate mix'oy products that meét customer preferences. The Company's

customer behavior, and appropriatey responding fo these frends. ks ability to source and market
such preducts, or to accurately forecast or quickiy adapt to changing customer preferences, witi
affect the level of customer transactions in the Company's stores, which could have an effect or:
the Company’s business, ' ’

5. The Company may not be able 1o maintain and de\éeiop good relationships with its current and
future suppliers, and failure 1o do so may adversely affect fis business. The Company’s success
is reliant on'its reistionships with current and Rewe suppliers. The Company has. had long-
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standing relationships with multipis iocal and for eign suppliers. The ability of the Company to builg
relationships with new suppliers and to mainisin or &rther wengthen existing refationships with
suppiiers is important in enabiing the Company i source Iis desired porticlio of products at the
preferred price. ' ' ’

The Company currentiy refies on distributors and service providers for is logistics requirements.

Company relies cn disrutors and third ‘Rary service providers for transporiation and
deliveries of products to its sfores. Any deterdoraficn in iis rejationships with these distributors or
service providers or other changes relating i© these pariies,” including changes In supply ané
distribution chains, couid have a material adverse efiect on the Company’s business, financial
condition and restilis of operaiions. The Company has been able 1o establish and continues ic
improve its solid fong-standing relaticnships with fis sefvice providers throughout the vears.

There can be no assurance, however, that these efforts wilf be sucoessful.

will continue to enter inio transactions with companies direcly or indirecfly controlied by or
associated with the Belo Familv. These Fansactions may involve potential conflicis of interest
which could be detrimental to the Comipany andfor #s shareholders. Confiicts of interest may also
arise between the Belo Family and the -Company in a number of other areas relating fo iis
businesses, including: o

¢ major business combinstions involving fhe Comipany and &s subsidiaries;

° tansfers of affiliated companies into the Cornpany; :

° plans to develop the respeciive businesses of the Company; and,

* business opportunities that may be aitractive to both the Belo Family and the Company.

A continued high level of related party Méés;hay have a material adverse effect on th¢
Company's business or'resuits of operziions. , _ .

The terms of these related pariy’n‘ansacﬁans howevef, are pursuant {o raies determined by an

independertt third parly: appraiser that was engaged by the Compeany to ensure the faimess of
these transactions. : . . ‘

The Company may fail o fulfill the terms of licenses, permits and other authorizations, or fait to
renew them on expiration. The Company is required 1o maintain ficenses, permits ang other
authorizations, including licenses ang ceriain consiruction activities. The Company is alsc
required o obtain and renew varicus permnits, including buisiness Ppermits and permits conceming,
for example, health and safety, environmenmtal standards and distribution standards. i the
Company fails to meet the tefins of anv of is licenses, permits or other authorizetions necessary
for operations, thess may be suspended or terminated, leading to temporary or potentially

permanent dosing of stores, suspension of construction activiles or other adverse
consequences.

In view of the foregoing, the Company in the conduct of s business has always closely moniiored
all its esiablishments to defermine stict compliance with the local and national laws including
amendments thereto as well as the terms and conditions of its permiis and licenses. However,
there can be no assurance that these efforis wifl be sucoesshul,

Changes in the retail and reat estate markst environment in the Phiiippines could afiect the

of the Company is Metto Manila. The Company’s siores in Metro Manila accournt for more than
half of its total sales. Demand for the Company’s products is driven by new and existing reai
estate projects in the market including, but not Emited to, residential houses, condominiums,
oifices and commercial buildings.

Any changes in these markets, including further Zorsoiigation among the Company’s competitors,
change of consumer preferences, gecdiing in the Company’s brand recognition, adverse regulatory



developmestis or adverse ‘dévelopmenis in soRsiymer gisposable income in Metro Manila, slow
roll-out of housing and other regl ssizie projects, ia particular, cowld have an adverse efiect on the
Company’s business. The Company howeves, 2 i hes done #woughout the years, monitors and
analyzes these markeis in order for ¥ o sutz:assz-.;a‘w aniicipaie changes and sufficiently respond
to any development and continue ic provide mare and various choices o fis customers,

tem2.  Properties

The Company does not own lands. }t entered info lease agresinents with WC, related parties and
other third parties, fo lease the land andfor hulicings where s stores and warehouses are siuated.
The Company plans to enter inic new ieases i the next 12 menths. The Company intends o

continue o lease appropriate real osizie properiies  that meet e Company’s standards and
requirements. : - ) - '

-Part of the Company’s use of IPC proceeds is for siore neiwask eXpansion. As of December 34 . 2018,
the Company has used part of the IPO proceeds o construct s own buildings.

ttem 3. Legal Proceedings

Hem 4.  Submission of Matters to 2 Vete of Security Hoiders

The following items were submitted to a‘veie of security holders for the year:
. Approval of the Minutes of the Annual Stockhoiders® Meeting hield on 19 June 2017.
2. Approval of Annuaj Report and Financia Statemenis.

3. Ratification of All Acts and Resolutions of the Board of Directors and Management during the
preceding year ’ ’ .

4. Eiection of Directors
5. Appointment of Extemai Audiiers

PART IL OPERATIONAL ARD FINANCIAL INFORISATION
Kem 5. Market for issuer's Comunon Equity and Related Stockiiolder Matiers




4" quarter o 1284 16.30

3™ quarter 12 9.94
2" Guarter 4230 . - \ 10.50
1% Quarter 11.80 8.16 i

The market capitalization of the Company's common shares at the end of 2018 based en the closing
market price of 12.60 per share tofaled to #51.657 biflion. '

ftem 6. Management's Discussion and Analysis -

For the vear ended December 21. 2043 compared with period ended December 31,2017

Wiicon Depot, inc. (WDI or the Company) recorded net income of #1,835 million for the year endec
December 31, 2018, up by'32.5% or 455 milfion Fom the £1,385 million reported for the full year
2017 with net margin ikewise improving from 7.8% in 2017 o 8.7% in 2018. The improvement was
driven by a robust comparable sajes growih of 8.0% and margin-enhancing product mix sirategy.

Net Safes

WDl's net sales for 2018 amounted fo P21.044 million, 18.6% or ©3,204 milion higher than the
#17,748 million generated in 2017. The growth was driven by 2 sofid -comparable sales performance
of 8.0% for the vear and = healthy contribution from new stores opened in 2018 and 2017, Eleven
new branches, nine depot-format and two smaller-format "Home Essentials” stores were opened in

building by the properiy owner. The Compény clesed the year with 51 stores, 43 of which are depots
and eight are Home Essentials. ' . . '

meanwhile. accounted for 53.8% of e toist growih, coniributing §1,853 ‘mi%ﬁcn for the year. Project
sales or sales fo majer properiv developers, on the other hend, dropped by 4459 year-on-year
iotaling 272 million for the year, accounting for 1.3% of fotal net sales.

The Home Essentials branches recorded total net sales of PB1Q millien, accounting for 2.9% of total
net sales. The format grew 12.6% with & same slore sales growth of 8.7%. Two Home Essenials
were opened during the year while there WS nione opened in 2017

Fourth quarter 2018 net sales grew 20:4% to taily at 75,682 million with 2 same store sales growih of
7.4%. Net sales from depots contributed $6.29% or $35,459 million, growing by 22.9% year-on-year.
Net sales from Home Esseritiais totaled P157 mikion accounting for 2.8% or P157 milfion, up 11.7%
from the 2017 fowth quarter level. Project Sales dropped by 56.9% year-on-year 1o iotal 57 million
for the quarter. - . o .

Gross Profif

Gross profit for the year amounted to £5, 602 miflicn up 25:4% or £1,337 million year-on-year resulting
in @ growth in the blended ‘gross profit margin: (GPM) o 31.4% from the 28.7% 2017 GPM. The,
improvement is traceable mainiy to the expanding congbution of the higher margin in-house and’
exclusive products to totaj niei sales. which accounted for 46.8% for the year versus 448% in 2017
and partly to improved margins from non-exciusive producis. .



Oper=ting Expenses

Operating expenses increaéed o P4.421 miflion for B‘e year, increasing by 22.8% or 8825 million
from the prior year's £3.596 mifion. The hike Is brought é:eui mgk:!y by the increased volume of

Interest Expense

The Company repaid its bank ioans resuiting in an 88.2% _‘or P18 million drop in interest expense io
P2 million for the year. o oo

Other Income (Charges}

Net other income for the year reached P359 million, up 34.0% or P174 miflion from the P185 million
generated in 2017. The jump is attibuiabic mainiy for

2} higher other revenues net of charges of 165 milfion from the prior year's 70 million consisting of
rent income for the lease of biitboards, gondola lights, eic. by merchandise suppliers and their

share of various operational and promotionalimarketing costs and ofher non-merchandise sales
related income.

Earnings Before Interest and Tax (EBIT} / Ezmirgs Before Interest, Tax, Depreciation and
Amortization (EBITDA}

margin and 1,960 million with 1 1.6% margin, respecijvely.

Income Tax

oome ax increased by 57.1% or P256 million to setfe at P704 millon in view of he higher taxable
income this year and a one-off tax benefit in 2017 arising from the increase in €epital stock resulting
from the public listing of the Company's common shares. -

Financial Condition

Becember 31. 2818 veisus December 31. 2817
)

Assets

Total assets as of Decembeg 31, 2018 totaled 17,502 miliion, up by 9.2% or 1 AA78 million from the
end-2017 balance of $16,024 miflion acoaunied for mainly by the income generated during the year
partly offset by the repayment of bank loans and distribution of dividends during the vear.

Current assets. Current assets declined by 3.2% or £350 miliion atiributed mainly to the utilization of
cash and maturing short-tenm invesiments 1o fund the ‘consiruction of new stores. Merchandise
inventories which account for 64.5% of total current assets, hiked by 5.2% or 8363 miffion {o close at

7,331 miflion by the end of the year {0 support the requirements of new siore openings.

Noncurrent assets. Noncurrent assets climbed 43.4% or 4,858 million to total 6,134 million as at
end-2018 from the end-2017 ievel of P4,276 milion. The hike is fraceable mainly fo the jump in
property and equipment which totaled P2,767 miflion as at end-2018, up 221.7% or 1,907 miliion .

rom #860 milkion as at end-2617 in View of the construction of new stores. Properiy and equipment

accounted for 45.1% of totai aen-current assets.



Liabilities

Total liabilities as at December 31, 2048 totaied 4,290 milion, inching up by 4.5% or 184 miilion
irom the end-2017 balance of 84.106 milion accourted or mainly by the increase in frade and other

payables partly offset by the payment of bank !

Current liabilities. Curvent Habilities totaled P4,171

P448 million from the balance of 3,725 million as
other payables which includes payables to suppliers and coniraciors for the consbuction of store

buildings.

milion as. at the end-2018, increasing by 12.0% or
at end-2017, primarily due to the rise in trade and

Noncurrent liabilities. Noncurrent Fabiliies. totied P18 milfion. down by 68.9% or $263 million from

the end-2017 level of 381 rilfion due to répayment of bank loans.

Egquity

Total equity reached £13,212 mﬂ!son as at December 31, 2018, up by 16.9% or B1 294 million from

the 11,918 miflion balance as at December 31, 2617 scoounted for by the net income eamed
the year and partly offset by‘the payment of dividends.

Kéy Financiaf Pesrformance Indicztors

during

Key Performance Indicators - 2018 2017
Net Sales 21.041.433,928 17.747 580,107
EBIT! 2542 019,176 1.855,569,319
EBITDA? 2,706,874,157 1,859,894,524
EBIT Margin®_ 12.88% 18.46%
Current Ratict 273 3.15 |
-Debt to Equity Ratiod 0.32 0.34

interest Coverage Ratics ' 1.083.87 85.14

1. Income before tax add interest expense ’

2. Income before tax agd interest expense and depreciation and amortization

3. EBIT/Net Sales j .

4. Current Assets / Cuitent Liabilfities

5. Totaf Liabilities / Total Equity

6. EBIT/interest Expense

Any known trends, evenis, or uncertainties {material ¥mpact on liquidity)

There are no known trends or eVents that will trigger any direct or contingent financial obligation that
is material to the Company, inchsding eny defaudt or acceleration of an obligation.

There are also no material off-balance shest fransacticns, arrangements, obfigafions (including
cortingent obligations), and: other reistionships of the Company with unconsolidated entries or other
persons thai was created during the reporting period.

Description of any material commitments for capital expenditures, general purpose of such
commitments for capital expenditurs, expected sources for such expenditures,

There are no known reguiatery or material contrachia! commimerts of the Company for 2018.

The Company, pursuant io its expansion plans has zlccated approximately $2.000 bilfion for
additional stores/branches, warenouses, acguisiion of vehides and equipment. and renovations of
select siores. .

ie



Any known trends, everdis, or uncerizinties that wifl have material impact on sales and
continuing operations

The coniinuing economic growth, nct enly of highly Geveloped and urbanized regions of the
Phifippines but of emerging ciies and: provinces ‘cisiside the Rational capiial and #s immediste
surrounding regions has presented a vas: potertial for growth for the Company. Thus, the
Company’s growth plan is te expand in these focations, in which most Wiicon Depot has scarce o nc
presence yet. ‘ '

in these emerging ciies and. -prO\/incé§, ‘the home improvemeat Space more particularly the
consiruction finishing materials niche is still dominated by traditional frade, As the economy of these
areas develops and the purchasing power of the market strengihens, demand for more convenieni
and improved shopping eXperience, variety especially of higher quality products and overall beiter
customer service are expecied to coptinually grow.  Entry and success of eurrent and upcoming
Wilcon stores in these growi%ng areas coupled with the aforesaid continuous economic growth of these
markets, it is expected that more modem fade channiels for the ‘home improvement space wili
gradually fiourish, shifting the balance and the competitive landscape.

Seasonal Aspect that has materiai affect on the financial statements.

There is no seasonal aspeci that has material effect on the financiat statements.

On 22 May 2017, the Board of Direciors approved the adoption of ihe Revised Manual on Corporate
Governance in accordance with the SEC Memaorandum Circular No. 19 Series of 2016.

The Company understands that it is paramount fo set the kmd of corporate govemance needed in the
atiainment of the Company’'s corporate goals, '

The Revised Manuai on Corporate Govemance was designed to define the framework of nules,
systems and processes that govems the performance 'of .the Board of Directors (the Board) and
Management. it establishes the structure by .which the Company executes and carries out its
Corporate Governance. This serves as reference by ali the members of the Board as well as i
Management in the conduct of their duties and responsibiiities.

The Board of Directors {ire “Board™} and Management, employees and shareholders, beiieve tha:
good governance is s negessary component of what constitutes sound sirategic business

the organization. ‘
With the aid of its committess, the Board of Directors shall be primarily responsible for the govemnance

of the Corporation and shall, hence, . ensure compliance with the prnciples of goodv corporaie
govemance. ,

To strictly observe and implement the provisions of ‘this Manual, comesponding pena!ﬁes shail be
imposed, afier notice and hearing, on the Corporation's diractors, officers, staff, subsidiaries, and
affiliates and their respective directors, officers, and staff in case of violation of any of the provisions of
the Manual.

ltem 7. Financiaf Stafements

The financial statements are incorporated in fhis report as Exhibi 1.

k<)

.



Extemnal Audit Fees

The aggregate fees billed by Reyes Tzcandong & o, {RT&C0.7) for the audit of the financial
sztements of the Company: and other senvices in Conneciion wih the stahsory and regulatory filings
for 2018 is ©5,050,600.00. : . B

Audit Committee’s Approvat :Pc;ﬁci&e and Procedmés .

The nomination of the Company’s exiemnal audier was endorsed fo the stockholders based on the
recommendation of the Audi Commitice as weli as me approval of the Board of Direciors.

Further, the quarieriy reporis and ﬁm siaeemems aré feviewed and endorsed by the Audit
Commitiee and approved by. the Board of Direciors priorto ks release and submission fo the SEC and

The Company has engaged the services of Q’F&Co &s &s ex‘sermt auditors since its incorporation.
There has not been any material disagreaments on accounting and finiancial disclosures with RT&Co.
for the years ended December 31,2016, 2017 and 2018, - :

PART lil. CONTROL AND COMPENSATION EHFORE&A‘BON

!tém 9.  Directors and Exectitive Officers queg'is&ani .

The following are the Directors and Officers of the Company for the yvear 2018:

Name | "Age | Nzmionamy | Position

William T. Belo ' 73 Fiipno Chairman Emeritus
Beriram B. Lim ' 81 Fiipine .| Chairman ‘
Lormaine Beio-Cincochan 39 Flfgino | Jrocion, President and Chief Executive
Mark Andrew Y. Beio 36 Flipt g;!e‘;;&;- Treasurer and Chief Fmancal
Careen Y. Belo 35 Fifaino Director and Chief Preduct Officer
Rolando S. Narciso 71 Flipine - | Independent Direcior
Ricardo S. Fascua 88 - Fifipino - idependent Director
Delfin L. Warren 68 Fifipino Independent Director
Arthur R. Ponsaran : 75 Fipino Corporate Secretary
Sheile Pasicolan-Camerino 32 . Ftpino Asst. Corporate Secretary

ormar ' . Senior Executive Vice President — Chief
Rosemarie Bosch-Ong 60 . Wu;mo . Cperating Officer ,
Eden M. Gedino 41 Fifipino Vice President - Product Development
Grace A. Tiong 44 Fiipino Vice President - Human Resources
Michael D. Tiong 44 Filiping -, Vice Président ~ Global Operations
Mary Jean G. Alger 48 Fiipino Vice President — Investor Relations
Laurc D.G Francisco 53 Fifipine Chief Audit Executive

William T. Belo is the Chairman Emeritus of the Company. He is the founder of the Wilcon business
and brand. He was Chairman andfor President of 28 Wilcon comparies established and/or acquired
from 1977 to 2016 including the paremi, WC. Curently, he Is involved i other business undertakings
and serves as Director of Markeenisa Realty inc., Lomarkesn Realiy Inc.; the President of Coral-Agri

]



Venture Farm Inc., Corai Famms, WAS Reaity Development inc.; and Treasurer of Crocodyius Porosus
Philippines inc. He also serves as the Chalrman of the V¥l Buiders Foundation inc. He won the
2013 MVP Bossing Award, a distinction given fo outstanding entrepreneurs of the country. In 2018,
he was recognized as an Outstanding Thomasian Engineer. Mr. Belo gracuated from the University of
Sto. Tomas in 1968 with a Sachelor of Science degree in Elecironics and Communications
Enginsering. L e L ,

Bertram B. Lim, s the Chairman of the Company. He i also the Chaiman of the Uniiad Neon
Advertising, Inc., the largest; ouidoor adveriising compary in the Philippines and the Chairman of the
Center for Community Transformation, a Chiistian noR-govemment organization, ministering to the

paor, with half a mifion beneficiaries. He is the Board Treasurer of the Trinity University/St. Luke’s
Health Sciences Consortiur and 'a‘BestseHing A .

assigned o manage the daily operations of a braﬂch as a Depot Manager-trainee from 2003 to 2005
under WC. She was then appointed as Executive Vice President for Opsrations in 2005 and in 2006
was named Chief Finance Officer. holding the position unifl March, 2016. in 2018, she was
recognized as one of the 2018 Forbes Asia. Emergent Women Honoree. Ms. Belo-Cincochar:
graduated from the University of the Philippines-Difiman in 1 89€ with a Bachelor's degree in Creative
Writing. , . .

Mark Andrew Y. Belo is a.Director, Treasurer and. Chief Financial Officer of the Company and the
President and Chief Executive Oficer of WC from March 2016 ic the present. Under WC. he was
Assistant Vice-President for! Business Development from' 2015 fo March, 201 © and Executive Projec:
Management Head from January 2013 1o March 2015. He wes also assigned in various positions
under Wilcon Builders Supply, Inc. from July 2004 io August 2007. He graduated from the University
of Asia & the Pacific in 2004 with a bachelor’s degres in Industrial Economics.

Careen Y. Belo is a Direcior and Chief Product Officer of the Company. She is concuirently s
Director of WC, the Executive Vice President for Sales -and Product Development of Corai-Agr
Venture Farm Inc., Executive Offices of Crocodylus Porosus Phil Inc. and President of The Meatplace
Inc. She held various posiiions in the business having been a Business Development Manager from
2004 to 2097 of WC, Marketing and Sales Assistard from 2007 to 2014 and Executive Financial Audit
Manager from 2014 to March, 2616. Ms. Belo obiained h&r Bachelor of Science in Management from
he University of Asia & the Pacific in 2005,

Ricardo S. Pascua is an independent Direcior of the Company since September 2016. He was Vice
Chairman of the Board and President and CEG of Meiro Pacific Corporation from January 2000 unti
his retirement in December 2001, 2 position he held also from January 1983 to July 1995. In
between, he was Vice Chzirman and CEC of Fort Bonifacic Deveiopment Corporation. He was
concurrently an Executive Director of First PacFic Company Lid. from 1982 to 2001 and as suck
served in the boards of comparnies such.as Smart Communications, Inc., United Commercial Bank ir
San Francisco, California, First Pacific Bank in Hong Kong and 1st eBank in Manila. Mr. Pascuz
staried his career in Bancom Development Corporation as Asst. Vice President in 1972 and was
assigned in Bancom international Lid. in Hong Kong as Senior Manager in 1975. Currently, Mr.
Pascua serves as an independent director in various corperations and foundations. He is likewise
involved in several businesses as Chairman of the Board of Caelum Developers Inc., Faciliies &
Property Management Technologies, inc., Ascension Phildsvelopers, Inc.; Chairman of the Executive
Commitiee of Phoenix Land iric. and.a Director in Boulevard Holdings, Inc., Central Luzon Doctor's
Hospital, Costa de Madera Comp. and Cuicksiiver Satcom Ventures, Inc.; and the President of
Bancom Hl Consultants, Inc.. Mr. Pascua has a Master of Business WManagement from Asian institute



,'.'of Management obtained in 1971 aﬁd;‘ze finishad his 53&%91;;‘5 S ’egree?ma}ozing in Economics (Cum
taude) from the Atereo de Manila University in 1968, o

Rolando S. Narciso is an Independent Director of the Company since Sepiemnber 2016. He was
formerly a Direcior and Officer of New Kanigon ‘Censtrisction, inc. ffom 2004 to 2014. He was
President and Chief Operating Officer of Steel Corporation of the Philippines from 1998 to 2004 and
President and Chief Executive Officer of Royal Asia Mult-Properifes, Int. from 1996 to 1997, Before

the National Steel Corporation was privatized, Mr. Narciso ‘was Hs President and Chief Operating

Officer from 1989 to 1995 and fonoumrently from 1989 was' @ Director of Refractories Corp. of the
Phils. And Semirara Coal Corp. up to 1994; and Integrated Air Corp. upic 1998, From 1974 ic 19 )
he held various positions in National Steel and other subsidiaries of the National Development
Company. He also held various positions in the Essg Group of Qprﬁpaﬁieg from 1967 to 1974. He is
& member of professional organizations such as the Financial Executives, Inc. and the Management
Association of the Philippines. He obtained his Master i Business Management and Bachelor of
Science in Business Administration degrees from the Ateneo de Manila) Universiiy in 1967 and 1965,

Delfin “Jing™ L. Warren, is an Independent Dirsctor of the Company. He'is the founder, principal and
curent Chairman of One Incentive Systems Advocates (1SA) Group and the Warren and Nolasco
Realty Comp. He also held various positions in presﬁg!ous companies such as First Paciic
Commodities Holdings, Ltd., The Hibernig Bank of San: Frandisco, PT indo Ayala Leasing Corp.,
indonesia and Bancom Philippine Holdings, Inc. He is a ficensed Chemnical Engineer and he obtained
his Bachelor of Science in Chemical Engineering at De L2 Salfe Colisge; Manila in 1971. He was also
a consistent dean’s fister and 3 recipient of Jose Rizal Scholarship.

/%rﬁmr R. Ponsaran, is the Corporate Secretary of the Comipany and 6t WC. He is a CPA-Lawyer
with over 25 years® experience in corporaie’ law, taxation, finance and related flelds. He is the
Managing Partner of Corporate Counseis, Philippines - Law Office and Director/Corporate Secretary

of various corporate clients. He obtained his L1 B from the University of the Philippines, BSBA from
. the University of the East and completed the MDP Program ‘at the AIM. He is a member of the

Philippine Institute of Certified Public Amuntaﬁ%;s, Integrated Bar of the Philippines, Philippine Bar
Association and the New York {(USA) Bar. S e S

Sheila P. Pasicolan-Cameriro is the Assistani Vice President - Corporate Lawyer of the Company
and the Assistant Corporate ry of the Company and We, “She jdined the Company in January
2016 after serving as a Senior Associate in Sycip Gorres Velayo and’ Co. from November 2014 1o
December 2015. Prior to her admission to the Philippine Bar in 2015, sfhe served as a legal intem at
the Office of the Soliciior General in 2013 and a technical assistant in‘the Office of the Presidentiai
Assistant for Education of the Office of the President of the Philippines from 2008 & 2010. She
completed Bachelor of Arts in History from Jniversity of the Phifippines — Diliman {Cum Laude) and
cok up a Masters Degree in Philippine Studies in the Same university. Ms. Pasicolan-Camerino
completed her Bachelor of Laws at San Beda University — Mendiola in 2014.

Rosemarie Bosch-Ong is the Senior Executive Vice President and' Chisf Operating Officer of the
Company. She held this position Since 2007 infally under W, immediatsly prior, she was Execuiive
Vice President for Sales and Markefing, which she held from. 1988 to 2007. She siaried out in the
business as a Purchasing Manager uinder WBS! from 7982 ©0.1988. She is also the President of the
Wilcon Builders Foundation Inc., which she has ‘headed since. 2008. She is a Director of the
Philippine Confractors Association, President of Philippine. Retaflers Association and a former
Treasurer of the Philippine Association of National Advertisers (PANA) Foundation. Ms. Bosch-Ong
has a Master's degree in Business Administration from De L3 Safle University obtained in 2010 and
she graduated from the University of the Sast in 1 986 with 2 Bachsier's Degres in Economics.



Eden M. Godino is the Vice President of Proguct Developmeni. She joined the depariment in 2007,
initizlly as the Asst Vice President and was appaitied in her prosemt posiiion it 2011. Ms. Godino
joined Wilcon in 1997 and was assigned in Accounting, Purchasing and later went on o become a
Depot Manager in 2004, a position she heid for three years: prior to her:promotion to AVP in Product
Development in 2007. She gradusted with 2 Bachetor o Science deégree in Accountancy fram the
University of the Assumption in 4907 and obained a short course dipioma program from the De ia
: Salle College of st Benilde on Supply Chain Management majof in P'urchasing and Logisiics
i Operations in 2015, S

RMichael D. Tiong is the Vice Presiderit for Giobal Scuring.  Prior 40 his appointment as Vice
President in July, 201 6, he handled Sales ang Operations as an Asst| Vice President since January
2011 Mr. Tiong joined Wilcon as & Szlesman in 2009 and became! Depot Manager in 2007 ung
2009, when he was promoted to Asst. Vice President for Operagions. M. Tiong took up Bachelor of
Science in Architecture at the Far Eastern University in 1893, * - '

Mary Jean G. Alger is the Vice President for Invesior Relations. Prior 16 officialy joining Witcon, she
‘was part of the advisory team for the public listing o the' Coripany. She}étarted her career with Petron

she was appointed Vice President for Project Development and Planning in Marcventures Mining
Development Corporation. Ms. Alger graduated from the University of Hhe Philippines - Diliman with a
Bachelor Degree in Business Economics and a Master in Business Administration Candidate
{(academic requirements completed in 2007) at De La Safle University — Taft.

Lauro D.G. Franciseo, is the Chief Audit Exec«ﬁve. He has an exiensive experience as an intemaj
audit executive. He built his intema} audit professional Career with fhe Manila Electric Company

2udit management tenure with GT Capital Holdige Incorporated, He is a Certified Public Accountant,

Intemal Auditors - Philippines and breviousiy heid ‘various-‘"dﬁioership bosﬁions in the organization

-
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The Company does not believe et s business s dependent on the services of any paricular
-employee. ‘ ..
Familv Relatienships -

:As of December 31, 2018, family rélationships '(by cansaﬁgumity or ahimity within the fourth civil
degree) between Directors endOﬁ@ersofﬁ?eCemmyaeasfcﬂmvs.

‘Ms. Lorraine Belo-Cincochan, #Mr. Mark Andrew Y. Belo and Ms. Careen Y. Beio are children of Mr.
William T. Belo and Ms. Rosy Chua Beilo.

Mr. Michael D. Tiong is the husband of Ms. Grace A tiong.

Involvement in Cerizin t egai Eroceedings of Directors and Executive Officers

None of the Campany's directors, nominees for election as direcior, or executive officers have in e
ﬁve-yearpaiodpﬁortomedateofﬁﬁsrepoﬁ:{‘!}hadenypeﬁionfﬁe@byoyaga’mstanybusmessor
which such person was a general pariner or exectiive officer eifiher at the time of the bankw;{tcy or
within a two-year period of that ime, (2} have been . convicted by;fﬁn.ai }udgmer_ﬂ: ina criminal

tem 18. Executive Compensation
Summary of Compensation Table

The following fable sets out the summary of compensation of the top 5 officers including the Chairman
Emeritus. :

Name Position
 William T. Belo Chairman Emeriis

Lomaine Belo-Cincochan | Director and Chief Executive Officer
Rosemarie Bosch-Ong SEVP - Chief Operating Officer
Mark Andrew Y. Belo Direclor and Chief Financial Officer
i Careen Y. Belo Director and Chief Product Officer

Below is the aggregate compensation of exe_dxi'we cfficers anﬁ direciors of the Comipany for the year
2018 and projecied for the year 201G: - - ‘

Actual 4 ,

| Key Management Officers *fee;' | cmm;; Bmusas.
Top 5 OFoas BETRE 24300 | 383N
' Other officers as a group 2018 , 28.87TM 10.64M




Projected for 2019

Key Management Officers

There are no outstanding warramis
officers, and ait officers and di

Eem 1.

or opiions held

irectmsasagmup.

ce provided as & direcior.

| Top 5 Omicers 2619 38.65M 6.3M

Other officers as a group 2018 - 41.05M 11.75M
I .

Standard Arrangements : A
Other than payment of reasonzable per diem as Y be detenmined by the Board for every meeting,
there are no standard arrangements pursuant to which direciors of the Company are compensated, or
were compensaied, directly or indirecly, for any services provided as a direcior and for their
committee participation or special assignments.
Other Amrangements ‘
There are no cther arangements pursuant fo which any direcior of the Company was wmmed,
67 to be compensated, direcly or indirectly for any servi

by the President, the CEO, the named executive

SecurityOvmevshipoiCstmn Emand Beﬂ«eﬁcia&&vnasand?éaﬂagemeﬁ’é

Al shareholders of record are fikewiss the beneficial owners of the sharés they hold.

Name, Address of
Record Owner and
Relationship with
issuesr

Name
Beneficial
Cwmer

of

Citizench

Rumber
Shares Heid

of

% of Totzi
Cutstanding
Shares

i
;
:

3

1
:

Witliam T. Belo

80 E. Rodriguez, Jr.
Avernie, Ugong
Norte, Quezon City
Chairman Emeritus

Wiilam 7.
Belo

Fifipino

G.12%

Rosy Chua Beio

90 E. Rodriguez, Jr.
Avenue, Ugong
Norte, Quezon City
Stockholder

Résy Chus
Belo

Fifipino

5.100,000

0.12%

' Common

T

Beriram B.

Lirm

Filipino

0.60%

Common

80 E. Rodriguez, Jr.
Avenus, Ugang
Norte, Quezon City

Direcior

Lorraine 3&(0—
i an

5.100,000

0.12%




Comimon

Mark  Andrew Y.
Belo

90 E. Rodrigusz, Jr.
Avenue, Ugong
Norte, Quezon City -
Direcior

Mstk Androw

Y. Belo

Fiiiping

5:100,000

0.12%

Common

Careen Y. Belo

80 E. Rodriguez, Jr.

Avenue, Ugong

Norte, Quezon City
or

Filipino

5,180,000

0.12%

Common

Rolando S. Narciso
Lexington Garden
Village, San
Joaquin, Pasig City
Independent
Direcfor

Ralando S.
Narciso_ :

Filipino

0.60%

Common

Ricardo S. Pascua

3 Pebblewood ecr.
Fairwood  McKinley
Hill Vilage, Taguig
City

independent
Director

Ricarde S.
Pascus

Fiipino

0.00%

Common

Delfin L. Warren
2 Sineguelas St
Valle Verde 1, Pasig
City

independent
Director

Delfin 1
Wairen

-

0.00%

Commen

Arthur R. Ponsaran
§ Aurelio St BFRV,
Las Pifias City
Comporate

Arthur R,
Ponsaran

10,000

0.00%

Common

Secretary
Shefla P. Pasicolan.
Camerino
80 E. Rodriguez, Jr.
Avenue, Ugong
Norte. Quezon City

Corporate
Secretary

Sheita P,
Pasicolan-
Camering

49,900

0.60%

Common

Rosemarie B. Ong
98 E. Redriguez, Jr.
Avenue, Ugeng
Norte, Quezon City
SEVP-CO0

Rosemarie B.

Org

Filiping

1,069,401

0.03%

Common

Eden M. Godino
S0 E. Rodriguez, Jr.
Avenue, Libis,
Quezon City

VP- Product
Development

Eden M.
Ceodino

Fifiping

267,500

8.00%

{‘Common

Grace A Tiong -
90 E. Rodriguez, Jr. -
Avenue, Libis,
Quezon City

Grace A
Tiong

Fifiping

148,700

0:00%

Common

Michae! D. Tiong
80 E. Reodriguez, Jr.
Avenue, Libis,

Michaei D. '
Tiong

Filipino

148,760

0.00%




Quezon City

P
!

Common

Wlcon Corporation

Wiicon -
i Comoraiion :

Fifipine

2,680.317.016

65.38%

- None of the shareholders of record hold any share or and.on'’
any shareholder acting on behalf of 2 beneficial owr
rity ownership of certain: record -and ‘ben
Company’s voting securities as of December 31, 2018:

Neither is

sets forth the secu

behalf of atioifier, or beneficiaj owner.
e who is non-Filipino. The iable below
eficial owners of more than 5% of the

Name of -
Beneficial Owner
Name and and Relationship o % of Total
. Address of with Record ‘ “ " Neo. of Common Outstanding
‘Record Owners Ovmer Citizenship Shares Heid Shares
Wilcon Corporation Record Owner Fiping: .~ - 65.38%

SECURITY OWNERSHIP OF DIRECTCRS AND MANAGEMENT

The following table seis forth

shares as of December 31 . 2018.

the ownership of D

- ..2,680.317.916

irectors and Managemem of the Company’s common ’

i %of Towml |
Title of Name of Beneficial i Amount and Natursof | - . -1 Outstanding |
Class Cumer '_Beneficie! Cwnership Citizenship Shares
Commaon WHliam T. Belo #5.098,995.00(Direct) _ Filipino 0.12%
: Common Bertram B. Lim - #1.00 {Direct) _Filipino 0.00%
i Common Lorraine Belo- | $5,100,000.00 {Direct) Fifipinc 0.12%
Cincochan .
Common Mark Andrew Y. Relo $5,100,000.00(Direct) . Filipina 0.12%
Common Careen Y. Belo $5,100,000.00(Direct) - Filipino 0.12%
Common Rosy C. Belo ?5,188,000.08{D§reci} Filipino 0.12%
Common Rosemarie B.Ong #1,069.401.00 (Direct) Filipino 8.03%
Common Rolando S. Narciso £1.00 Direct) Filipino 0.00%
Common Ricards S. Pascus 21.80 (Direct) Fifipino 0.00%
Common Deffin L Waren #1.08 (Direct) Fifipino 0.00%
Common Arthur R. Ponsaran P40.000.00 {indirect) - Filipinc 0.00%
Common Shella P. Pasicolan- #19,800.00 (Direct) Filipino 6.00%
Camerino
Oommon Grace A. Tiong F148,700.00 ( Direct) Filipino 0.00%
Common 1 Michael D. Tio $148.700.00 (Direc?) Filipino 4.00%
Common | Eden M. Codino P267.560.00 (Direct) ! Filipino 0.00%
The following table sets forsh ownersnip of directors and execuiive officers as a group:
. ’ % of Totai
Title of Amount and Nature of Outstanding
. Class Beneficial Owner | Beneficial Ownership | Citizenshio Shares
. Common Directors and Executive | #27,164.200.00 {Direct Filipino 0.63%
Officers : and indirect)

Veting Trust Holders of 5% or more

There were no

persons holding

trust or similar agreement as of December

more than 5% of g ciass

31, 2018,

3

of shares of the Company under a voting




Change in Conirol

There are no arrangements which may result in a change :nconﬁoé of *;he'jCompany as of December
31, 2018. - .

tem.12. Certain Relationships and Raisted Trarisactions

The Company in the ordinary course of businéés, eﬁéajg}.&‘e:_in vanous t{ap_s‘éc_tions with related parties,
particutarty with its parent company, WC.- ST TR e

For a detalled discussion of the maierial related party %ansaéﬁons of %@e-an;p_any, please see fzote
20 - Related Party Transactions and Balances of the atizched Audited Financial Statements of the
Company. o S : - .

PART IV. CORPORATE GOVERNANCE

Hem 13. Corporate Governance

attainment of the Company’s corporate goals and ensures compliance with the leading practices .in
corporate governance, Consegiiently, the Company has revised iis Corporate Governance Manual
which was approved by the Board on May 22, 2017. The Manual'was designed to define the
framework of rues, systems and processes that govemns the performance of the Board and
Management. i establishes the sucture by which the Gompany executes and carmries out its

Corporate Governance. This Serves as refererce by alf the members of the Board as well as its
Management in the conduct of thefr duties and responsibifiies.

Further, on June 18, 2018, the members of the Board as well:as officers of the Company attended the
corporate governance seminar, entiled “Corporate Governence: Breaking Through Modem Corirols™
conducted by the Center for Training and Development, Inc. This is in compliance with SEC
Memorandum Circulars No. 20-2013 and 2-2015 of the Securities and Exchange Commission.

The Company will submit its Integrated Annual Corporate Govemance Report (IFACGR) for the year
ended December 31, 2018, on or before May 28, 2019, in compliance with SEC Memorandum
Circular No.15. Series of 2017.

PART V. EXHIBITS AND SCHEDULES

ltem 14. Exhibits and Reports or SEC Form 17-C
SECFORM 17-C

Dete of Fili | Reporis . i

May 10, 2018 . | Notice of Annual Meeting of the Stockholders of |
| the Corporaticn on 18 June 2018 i
!

June 21, 2018 Resulis of Annual Stockhiolders' Mesting and |

: i Oganizational Meeting of the Board on 18 June |
L 2018 L ;

24
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SiIGNATURES

Pursuant fo the requirements of Section 17 of the Code and Section 141 the Corporation Code, this
report is.si i of the issuer by the undersi neq, thereunto duly authorized. in the City of
T AR LR of the ssuer by the undersg

By: ‘ : ,r‘/

y.

7

lel 7/
/
L k,) |
Berfram B. Lim
Chairman :
NaE doige {
3 o
Mérk Ardrew Y. Belo
Treasurer-CFO
[}
Atty. Afthur R. Ponsaran Grace A Hiong
Corgorate Secretary CompliznZe Officer
MAR ¢ 5 %0
AR 12 Al

_ SUBSCRIBED AND SWORN fo before me this day of 20__ affiani(s)
axhibiting to me their Passport, as foliows:

NAMES PASSPORT NO. ~ DATEOFISSUE - PLACE OF ISSUE
Wilcon Depot, Inc. TIN 008-102-878
Beriram B. Lim P3561043A 04 jui 2017 DFA Manila
Lorraine Belo-Cincochan EC717424¢Q 21 March 2018 -DFA Manilz
Mark Andrew Y. Belg P76112384A 20 June 2018 DFA Manila
Arthur R. Ponsaran P7038¢17A 04 May 2018 ‘DFA NCR South
Grace A. Tiong P7999051A 18 July 2018 DFA Manils
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INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
WILCON DEPOT, INC.

Doing Business under the Name and Styie of
WiLCON DEPOT and WILCON HOME ESSENTIALS
No. 90 E. Rodriguez Jr. Avenue

Brgy. Ugong Norte, Quezon City

Report on the Financial Statements
Cpoinion

We have audited the accompanying financial statements of WILCON DEPOT, INC. Doing Business under the
Name and Style of WILCON DEPOT and WILCCN HOME ESSENTIALS {the Company), & subsidiary of WILCON
CORPORATION Doing Business under the Name and Style of WILCON CITY CENTER, which comprise the
statements of financial position as at December 31, 2018 and'2017, and the statements of comprehensive
income, statements of changes in equity and statements of cash flows for the years ended December 31, 2018,
2017 and 2016, and notes to financial statements, including-a summary of significant accounting policies.

In our opinion, the financial statements present. fairly, in alt mat_ef'iai 'res,pects, the financial position of.the
Company as at December 31, 2018 and 2017, and its financial ‘performarnce and its cash flows for the years'
then ended, in accordance with Philippine Financiai Reporting Standards (EFRS).

Basis for Opinion

We conducted our audits in accordance with Philicpine Standards on Auditing (PSA). Our responsibilities under
those standards are further described in the Auditors’ Responsibiiities for the Audit of the Financial Stotementd
section of our report. We are independent of the Corripa'ny'in accordance with the Code of Ethics for
Professional Accountants in the Philippines {Code of Ethics) together with the ethical requirements that are
relevant to our audits of financial statements ir: the ?hi!ippines, and. we have fulfilled our other ethical
responsibilities in accordance with these requirements and the Code of Ethics. We believe that the avdit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professiona; judgment, wére of most significance in our audit
of the financial statements of the current year. These matters were addressed in the context of our augit of
the financial statements as a2 whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

]
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Reyes Tacandong & Co. is @ member of the RSM network. Each member of the RSM aetwork is an ﬁnssper‘-_den: acw'z:n:ing and consulting f;ﬂ‘l’!, and practices in its own right. The RSivi network is
et tself 2 sepiarate legai entity of-any desaription in any jurisdiction. ' ' !
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REYES TacaxDoNG & Co

FIRM PRINCIPLES. WISE SOLUTIONS,

Accounting for the Complete Recording and Valuation of Merchondise Inventories

Merchandise inventories, net of allowance for inventory -write down and iosses, amounted . to
27,331.1 million as at December 31, 2018. The accounting For the complete recording and valuation .of
merchandise inventories are significant to our audit because rngi’:;hand_is.e inventories represent 42% of the
total assets. Moreover, the Company also ma%htains around 37,700 stock keeping units (SKU) as at
December 31, 2018. Due to the significant number of SKU, astablishing the existence and compieteness 2nd
determining the proper valuation of merchandise inventon,es»,requires .an extensive monitoring and high
degree of judgment and estimation, .respectiveiya._ . L ‘

Our procedures included, among others, the physical observation of the conduct of the inventory count, test of
inventory summarization, review and test of inventory costing.and the determination of the lower of cost or
net realizable value.

Necessary disclosures are included in Note 3, Significant Accounting Judgments, Estimates and Assumptions,
and Note 8, Merchandise Inventories.

Accounting for the Use of the Proceedsfrom the Initial Public Offering (1PO)

The shares of stock of the Company were listed, with the Philippine Stocki Exchange, Inc. on March 31, 2017,
Thé proceeds from the IPO amounted to 86.749.3 million, n.'etv, of offéer expenses incidental to the IPQ
amounting to £289.9 million. The accounting for the use of the proceeds isisignificant to our audit because the
unapplied proceeds amounting to £3,573.2 million as at December 31, 2018 represent 20% of the total assets.

Moreover, the Company is required to adhere to the use of the proceeds pursuant to the Offering Circular.

Quf procedures included, among others, examining the underlying documents and obtaining confirmation
from banks of outstanding balance of the unapolied preceeds and testing the nature and validating the
urid_erlying documents of the actual disbursements of the proceeds.

Necessary disclosures are included in Note 4, Inftigi Public Offering and Transfer of Trading Business from the
Parent Company and Note 15, Equity.

Gther Information

Management is responsibie for the other information. The other information comprises the informaticn ,
included in the SEC Form 20-iS {Definitive information Statement), SEC Form 17-A and Annual Report for the
year ended December 31, 2018, but does not include the financial statements and our auditors’ report
thereon. The SEC Form 20-iS {Definitive Information Statement), SEC Form 17-A and Annual Report for the
vear ended December 31, 2018 are expected to be made available to us afterthe date of this auditors’ report.

Our opinion on the financial statements does not cover the other information and we will not express any form,
of assurance conclusion thereon.

e ————
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In connection with our audits of the ﬁnanc:a!; stat“e?yentsg,. aur: responsibility. is 15 Tead the other information
identified in the foregoing when it becomes availghis énr;?.;'-‘r;i-‘dbi‘n'g__isbf;:bﬁé’;dé( whether the other information
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> ReYES TacanDong & Co.

FIRM PRINCIPLES. WISE 301.UTIONS.

Financial Statements

Responsibilities of Management and Those Charged with Governance for the

these financial statements in

Ménagement is responsible for the preparation and fair presentation of
accordance with PFRS, and for such in
preparation of financial statements tha

ternal control as management determines is necessary to enable the
t are free from matarial misstatement, whether due to fraud or error.

for éssessing the Company’s ability to

In preparing the financial statements, management is responsible
cortinue as a going concern, disclosing, as a_bp!icable, matters
concern basis of accounting upless manag
operations, or has no realistic alternative butto do 0.

Avrie‘(:a‘ced to:going concern and using the going

ement either intends to.\iiq’ui'date‘ the Company or to cease

the‘Company’s financial reporting process. -

Those charged with governance are responsible for overseeing:

Auditors’ Responsibilities for the Audit of Financiol Statements -

Cur objectives are to obtain reasonable assurance zbout
from materia} misstatement, whether due to fraud or e

whether the financial statements as a whole are free
rror, and to issue an auditors’ report that includes our

pinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in

accerdance with PSA will always detect a materiai
fraud or error and are considered material if, in
expacted to influence the economic decisions of users

misstatement when it exists. Misstatements can arise from
dually or in the aggregate, these could reasonably be
taken on .the,basis of'the financial statements.

As part of an audit in accordance with PSA,‘w
skep}:icism»throughout the audit. We also:

e exercise professional judgmerit and maintain professional

ement Qf.th.e;ﬁnanqiaj statements, whether due to fraud or
espon_sive to those risks, and obtain audit evidence thatvis
basis for our opiiion. The risk of not detecting a material *
ng :from error, as fraud may invoive
override of internal control.

Identify and assess the risks of material misstat
error, design and perform audit procedures re
sufficient and appropriate to provide a

misstatement resulting from fraud is hig

her than for one resuiti
collusion, forgery, inten

tional omissions, misrepresentations, or the

udit in order to design audit procedures that
ot for .the purpose of expressing an opinion on the,

Obtain an understanding of internal controi refevant to the a
are appropriate in the circum3tances, but
effectiveness cf the Company’s internal controi.

‘Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates

and related disclosures made by managemenit.

Conclude on the appropriateness of management’s use of
based on the audit evidence obtaired, whether 2 mate
conditions that may cast significant doubt
If we conclude that a material uncertainty exi
to the related disclosures in the fi
opinion. Our conclusions are bas
However, future events or

the going concern basis of accounting and,
rial uncertainty exists related to events or
on the Company's -ability to continue as a going concern.
sts, we are required to drew attention in our auditors’ report
nancial statements or, if such disclosures are inadequate,
ed on the BugditEvitence

conditions may daus

to modify our

ieyitenceobtained up to the date of our auditors’ report.

ampany, to téase to continue as a going concern.

¢ and content © 3

tétmentsirepfdich

Evaluate the overall presentation
disclosures, and whether the financial sta
.manner that achieves fair presentation.

-financial statements, including t
t_—{tg %ﬁrlyx;ng transactions and events in a




FIRM PRINCIPLES. WISE SOLTUITIONS,

BEYES TACANDONG & CO.

-4.

We communicate with those charged with governance regarding, among _other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal contro!
that we identify during our audits. ' : :

We -also provide those charged with governance with a sta}iemgnt that we have complied with relevant
ethical requirements regarding independence, znd communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards. : : ) ‘

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statements of the current year and are therefore
considered the key audit matters. We describe these matters in our auditors’ report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the pubiic interest benefits of such cornmunication. ‘

Report on the Supplementary information Required under Revenue Regulation No. 15-2010 of the Bureau
of internai Revenue

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as 2
whole. The supplementary information on taxes and licenses in Note 24 to financial statements is presentecd
for purposes of filing with the Bureau of Internal Revenue and-is not a required part of the basic financiai
statements. Such information is the responsibility of the management of the WILCON DEPOT, INC. Doing

Business under the Name and Style of WILCON DEPOT and WILCON HOME ESSENTIALS. The information has

bzen subjected to the auditing procedures applie¢ in our audits of the basic financial statements and in our
opinion, the information is fairly stated in all material respects in relation to the basic financial statements
taken as a whole, '

REYES TACANDONG & Co.

o g

HAYDEE M. REYES

Partner

CPA Certificate No. 83522

Tax ldentification No. 102-095-255-000

BQA Accreditation No. 4782; Valid until August 15, 2021

SEC Accreditation No. 0663-AR-3 Group A
Valid until August 30, 2020

BiR Accreditation No. 08-005144-006-2017
Valid until January 13, 2020

PTR No. 7334335
‘Issued January 3, 2019, Makati City

March 6, 2019
Makati City, Metro Manila
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REPORT OF INDEPENDENT AUDITORS
TO ACCOMPANY FINANCIAL STATEMENTS FOR FILING WITH THE
BUREAU OF INTERNAL REVENUE

The Stockholders and the Board of Directors
WHCON DEPOT, INC.
Doing Business under the Name and Style of
WILCON DEPOT and WILCON HOME ESSENTIALS ‘
No. 90 E. Rodriguez Jr. Avenue
7gy. Ugong Norte, Quezon City

We have audited the accompanying financial statements of WILCON DEPOT, INC. Doing Business under .,
the Name and Style of WILCON DEPOT and WILCON HOME ESSENTIALS (the Company), a subsidiary of
WiLCON CORPORATION Doing Business under the Name and Style of WILCON CITY CENTER, as at and for

the years ended December 31, 2018 and 2017, on which we have rendered our report dated March 6,
2019,

in compliance with Revenue Regulations V-20, we are stating that no partner of our Firm is related by
consanguinity or affinity to the president, manager or principal stockholders of the Company.

REYES TACANDONG & Co.

oo oy

HAYDEE M. REYES
Partner
CPA Certificate No. 83522
Tax ldentification No. 102-095-265-000
BOA Accreditation No. 4782; Valid untii August 15, 2021
SEC Accreditation No. 0663-AR-3 Group A
Valid until August 30, 2020
BiR Accreditation No. 08-005144-006-2017 .
Valid until January 13, 2020
PTR No. 7334335
Issued January 3, 2019, Makati City

March 6, 2019
Makati City, Metro Manila Ty

SSING UNDERSTCRD
SIING

Rayes Tacandong & Co. is a member of the RSM network, Zach member of the RSM aetwark is an independent accouniing snc censulting firgh, and practices in its own right. The RSM network is
Satisel 2 separate legal entity of any description in any jurisciction. !
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“STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR ANMNUAL iINCOME TAX RETURN”

The management of WILCON DEPOT, INC. Uoing Business under the Name and Style of WILCON DEPOT
and WILCON HOME ESSENTIALS {the Companyj, 8 subsidiary of WILCON CORPORATION Doing
Business under the Name and Style of WILCON CITY CENTER, is responsible for all information and
representations contained in the Annual income Tax Return as 2t and for the year ended December
31, 2018. Management is likewise responsibie for 2il information and representations contained in
the financial statements accompanying the Annuel Income Tax Return covering the same reporting
period. Furthermors, the management is rasponsible for all information and represeniations
contzined in all the other tax returns filed for the reporting peried, inciuding, but not limited, to the
value added tax and/or percentage tax returns, withholding tax returns, documentary stzmp tax
returns, and any and aif other tax returns.

fn this regard, the management affirms that the attached audited financial statements as at and for

the year ended December 31, 2018 and the accompanying Annual Income Tax Return are in

accordance with the books and records of the Company, complete and correct in all material respects.

Management likewise affirms that:

{a) the Annual income Tax Return has baen prepared in sccordance with the provisions of the
National internal Revenue Code, as amended, and pertinent tax regulations and other
issuances of the Department of Finanze and the Burezu of internal Revenue;

(b} any disparity of figures in the submitted reports arising from the preparation of financial
statements pursuant to Philippine Financizi Reporting Standards and the preparation of the
income tax return pursuant to tax accounting rules has been reported as reconciling items and
maintained in the Company’s books and records in accordance with the requirements of
Revenua Regulations No. 8-2007 and other relevant issuznces;

(c) the Company has filed all applicable tax r turns, reports and statements required to be filed
under Philippine tax laws for the reporting period, and ail taxes and other impositions shown
thereon to be due and payabie hava been paid for the reporting period, except those
contested in.good faith. '

Signature:

\
Signature: \kfm‘}o‘_\/
raiWschan

President

Signature: e o A bl
Mark Andrew Y. Beio p s sy .
Chief Financial Oficer - 3 N
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Website: www.wilcon.comph

SUBSCRIBED AND SWORN o before me this
exhibiting to me their Passport, as foliows:
HAMES

; ;day‘cif

20__ affiant(s)

PASSPORT NO. DATE OF ISSUE PLACE OF ISSUE
Zertram B. Lim P3561043A G4 jui 2017 DFA Manils
iLorraine Belo-Cincochan ECT7174243 21 March 2016 DFA Manila
ifark Andrew Y. Beio P7611238A 20 June 2018 DFA Manila
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Website: www.wilcon.comph

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of WILCON DEPOT, INC. Doing Business under the Name and Style of WILCON DEPOT
and WILCON HOME ESSENTIALS {the Company), 2 subsidiary of WILCON CORPORATION Doing
Business under the Name and Style of WILCON CITY CENTER, is responsible for the preparation and
f2ir presentation of the financial statements as at and for the years ended December 31, 2018, 2017
and 2016, inciuding the schedules attached therein, in accordance with Philippine Financial Reporting
Standards, and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud
Gr srror.

In preparing the financial Statements, management is responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as appiicable, matters reiated to going concern.and using
the going concern basis of accounting unless management either intends to liquidate the Companyor
to cease operations, or has no realistic alternative to do so.

The Board of Direciors is responsible for overseeing the Company’s financial reporting process.

The Board of Directors reviews and approves the financisi tatements, including the scheduies
gttached therein, and submits the same to the stockhoiders.

Reyes Tacandong & Co., the independent auditor appofnted by the stockholders, has audited the
finzncial statements of the Company in accordance with “hilippine Standards on Auditing, and in its
report to the stockholders, has expressed its opinion on the fairness of presentation upon completion

- & 7
oF such audit. Y,

Sigriature: v

Bertram B. Lim

Cman
[

Signature:

Sighature: - o=t
Mark-Andrew Y. Belo
. Chief Financial Officer

Signad this 14th day of March 2018
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WILCON DEPOT, INC.
Doing Business under the Name and Style of

,. WILCON DEPOT and WILCON HOME ESSENTIALS
' (A Subsidiary of WILCON CORPORATION

Doing Business under the Name and Style-of WILCON CITY CENTER)

STATEMENTS OF FINANCIAL POS!TION

December 31
- Note 20183 2C17
ASSETS
Current Assets
Cash and cash equivalents 5 R2,842,073,524 £3,016,815,150
Short-term investments 6 - 600,580,715
'ade and other receivables F 551,222,663 552,025,050 °
S\/‘archandlse inventories 8 7,331,056,540 6,968,144,107
Cther current assets 9 643,670,234 610,372,327
Total Current Assets 11,368,022,961 11,747,937,349
Moncurrent Assets
Property and equipment Securities -~ o\ 2767,160,840 860,060,732
Financial asset at fair value throué; Excharge a6FICE . :
comprehensiveincome | 4BF DT, “?a a0 2,906,721,106 2,996,946,62C
Net deferred tax assets g IO ‘ . ks 181 137,519,693 " 115,781,351
Ether noncurrent assets * { i MAR 19 jﬂ g 1 322,757,153 303,726,631
’ Total Noncurrent Assets; | 6,134,158,792 4,276,515,254

k—é IR / £17,502,181,753

216,024,452,643
LIABILITIES AND EQUITY
Current Liabilities
|r=oe and other payables 12 84,001,096,864 £3,491,311,355
Income tax payable ’ ’ o 170,167,805 78,888,675
Current portion of long-term debt 13 - 155,000,000
Total Current Liabilities 4,171,264,669 3,725,200,030
Noncurrent Liabilities
Long-term debt - net of current portion i3 20,000 248,461,539 .
Net retirement liability ) 14 118,427,835 132,535,721
Total Noncurrent Liabilities : 118,447,835 380,997,250
Total Liabilities 4,289,712,504 4,106,197,282
Equity
Capital stock 15 4,099,724,116 4,099,724,115
Acditional paid-in capital 5,373,738,427 5,373,738,427
Other comprehensive income 82,502,070 173,130,917
Rétzined earnings 3,656,104,636 2,271,661,9G3
Total Equity 1.3 212 469“249 11,918,255,363
217 502,131,75’3 £16,024,452,643

See accompanying Notes to Financiaf Statements.




WI{CQN DEPOT, INC.
Doing Business under the Name and Styie of

WILCON DEPOT and WILCON HOME ESSENTIALS
(A Subsidiary of WILCON CORPORATION

Doing Business under the Name and Style of WILCON CITY CENTER)

STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

Note 2018 2017 2015
NET SALES R21,041,433,928 ®17,747,3580,107 £12,298,415,794
COST OF SALES 8 {14,438,334,301) (12,481,667,970) (8,999,485,092)
G‘ROSS INCOME 6,603,099,627 5,265,912,137 3,298,930,702
OPERATING EXPENSES 16 {4,420,552,851) (3,595,688,634) {2,286,996,656)
INTEREST EXPENSE 13 {2,345,308) {21,793,510) (30,239,828)
OTHER INCOME 17 359,472,440 185,345,816 33,663,032
IKICOME BEFORE INCOME TAX 2,539,673,868 ; 1,833,775,809 1,015,357,3i'0
INCOME TAX EXPENSE (BENEFIT) 18 ‘ .
Current T 725,998,406 455,519,649 308,482,953
Deferred (21,736,924) (11,158,692) {179,902,951)
) 704,261,482 448,360,957 128,580,002 -«
NET INCOME 1,835,412,386 1,385,414,852 885,777,308
CGTHER COMPREHENSIVE INCOME (LOsS)
Item to be reclassified to profit or loss -
Ynrealized loss on fair value changes ~
‘of financial asset 6 {20,225,514) {3,053,380) -
ftem not tc be reclassified to profit or loss -
Remeasurement gain (loss) on retirement
liability, net of deferred income tax i4 {3,333) 185,824,622 {9,640,325)
{80,228,847) 182,771,242 (9,640,325}
TOTAL COMPREHENSIVE INCOME £1,745,183,539 £81,568,186,094 8877,136,983
BASIC AND DILUTIVE EARNINGS PER SHARE 21 .. .P0.45 £0.37 20.43

See accompanying Notes to Financia! Statements.




WILCON DEPOT, INC.

Doing Business under the Name and Style of
WILCON DEPOT and WILCON HOME ESSENTIALS
{a Subsidiary of WILCON CORPORATION
Doing Business under the Name and Style of WILCON CITY CENTER)

STATEMENTS OF CHANGES IN EQUITY

Years Ended December 31

Note 2018 2017 2016

CAPITAL STOCK " 15
Baiance at beginning of year R4,099,724,116 22,705,817,916 250,000,000
Issuances - 1,393,906,200 2,655,817,916
Balance at end of year 4.095,724,116 4,099,724,116 2,705,817,916
ADD!TIONAL PAID-IN CAPITAL 5,373,738,427 5,373,738,427
GT HER COMPREHENSIVE INCOME (I.OSS)
Camu!atwe Remeasurement Gain (Loss) on

Retirement Liability 4
Baiance at beginning of year 175,184,297 {9,640,325) -
Remeasurement gain (loss), net of deferred I :

- income tax (3,333) 185,824,622 (9,640,325}
Baiance at end of year 176,180,964 176,184,297 (9,640,325}
Fair Value Changes on Financial Asset

at Fair Value through Other
Comprehensive Income 6
Baiance at beginning of year (3,053,380) - -
Unrealized loss on fair value changes {90,225,514) {3,053,380) -
Balznce at end of year (93,278,894} {3,053,380) -
82,902,070 173,130,917 {9,640,325)
RETAINED EARNINGS
Bzlance at beginning of year 2,271,661,903 886,247,051 {530,257)
Net income 1,835,412,386 1,385,414,852 886,777,308
Cash dividends 15 (459,-969,653) - -
Bzlance at end of year 3,656,104,636 2,271,661,903 886,247,051
R13,212,465,249 R11,918,255,363 B3,582,424,642

Spe accompanying Notes to Financial Statements.
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WILCON DEPOT, INC.
Deing Business under the Mams and Style of
W*i_CG%! BEPOT and WILOON HOME ESSENTIALS
{& Subsidizry of WILCON CORBORATION

Doing Business under the Name and

Style of WILCON CITY CENTER)

STATEMIENTS OF CASH FLOWS

Years Ended December 31
Note 2018 2017 2018
{ASH FLOWS FROM OPERATING ACTIVITIES ) -
‘income before income tax ®2530,675,868 £1,833,775,809 21,015,357,31C
Ad ustrren.s for: .
 intsrestincome 5 {194,531 047} {115,788,780) {688,432;
Depraciztion and amortization ; 0 185,851,981 104,325,305 62,714,507
Net provision (reversai of + 2llowance) for: ’ ’
impairment losses on receivables 7 25,354,535 {2,725,780) {10,8%4,782;
inventory writs-down and lossas 8 . - 28,275,121 53,504 828
Retirament bhenefits i4 23,521,289 3£,017.328 28,745,383
interest expense i3 2,345,308 23,793,51 3G.232,828
Direct write-off of receivables 50,148 - -
Cifer expenses iS5 - 18,316,120 -
Opersting income before working capital
changes 2,562,165,{)83 3,8231,887,638 1,178,088,722
Sacrease {incraasa) in:
Trads and other receivabies =33,33¢,"‘"‘ {91,433 713) {34,571 955!
Marchandise inventories {362,912,533) {621 275 327 58’ 540 88"
Other current assets {85,408,752} 158,564,677 {735,725,67¢
:ncrease {decrease)} in trade and other payabiss 530,014,364 {150,953 00%) 1..7,07 :.S.-:
et cash generated from oparations ’ 2,591,975 640 1,417,390,2656  1,131,45%,17¢
‘ncome tex paid {581,608,431} {334,725,73%} {154,388, 188;
Contributions to retirement plan id {27,5633,925} {28,388,857} -
Ratirement benefits paid Cot 73 {3,753,546) {105,420} -
Met cash provided by opsrating activities 1.875,985,637 854,358,250 877,070,982
CASH FLOWS FROM INVESTING ACTH VITIES
Addiions to:
Property and squipment 18 {2,655,776,777} {612,268,708) (84,795,573}
Computer softwars 11 {32,904,338)- {30,465,588) {i0,98%,325}
Financizl asset at fair valus thrcucrr other
comprehensivs income - (3,000,860,200) -
Short-term investments - {806,580,713} -
ccseds from maturity of shortterm ‘
invastments 653,580,715 - -
interest rece'vad 201,665,018 81,517,802 £68,432
Decrezse {increasal in othar no'zcurrem assets 5,558 482 {65,454,301) {131,028,332}
et cash usad in investing activities | (3,288,736,508} {4 234,292,863) (226,139,808}

Forward]
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Years Ended December 31

Note 2018 2017 2016
CASH FLOWS FROM FINANCING ACTIVITIES
Payments of: o
Cash dividends 15 {R450,969,653) 8- 2~
Long-term debt i3 {403,243,539) (722,820,513) {173,846,153)
" Interest 13 {2,574,163) {21,292,833) (30,239,828)
Short-term debt 13 - {445,000,000) (158,504,383}
Proceeds from issuance of capital stock 15 - 6,749,328,507 -
Availments of long-term borrowings i3 - 198,461,539 -
Cash transferred from Parent Compary 4 - - 199,731,283
Net cash provided by (used in) financing
activities {856,985,355) 5,758,676,700 (162,859,081
NET INCREASE (DECREASE) IN CASH ‘
AND CASH EQUIVALENTS {174,741,626) 2,378,743,057 588,072,093
CASH AND CASH EQUIVALENTS
‘AT BEGINNING OF YEAR 3,016,815,150 638,072,093 50,000,000
CASH AND CASH EQUIVALENTS AT END
GF YEAR 5 B2,842,073,524 23,016,815,150 £638,072,023
NONCASH INFORMATION
Retirement plan assets transferred from .
Parent Company 14 B- 822,084,182 -
Net asssets transferred from Parent Company
in exchange for shares of stock of the
Compeny, net of cash transferred of
£199,731,283 a4 - -

2,456,086,633

See occomponying Notes to Financial Stoternents.




WILCON DEPOT, INC.
Doing Business under the ﬁas}ne and Style of
WILCON DEPOT and WILCON HOME ESSENTIALS
. {A Subsidiary.of WiLCOK CORPORATION
' Doing Business under the Name and.Styis 6f WILCON CITY CENTER)

NOTES TO FINANCIAL STATEMENTS

1. Corporate Information

" WILCON DEPOT, iNC. Doing Business under the Name and Styie of WILCON DEPOT and WILCON
HOME ESSENTIALS (the Company) was incorporated in the Philippines and registered with the
Securities and Exchange Commission (SEC) on December 17, 2015. The Company is engaged in
buying and selling of all kinds of goods, commodities, ‘wares and ‘merchandise at wholesale and
retail.

‘The Company is a subsidiary of WILCON CORPORATICN Deing Business under the Name and Style.of

WILCON CiTY CENTER (the Parent Company), a holding company :incorporated in the Philippines.
The Parent Company is primarily engaged . in acquiring and iﬁvesting stock or securities,of
government agencies or public or private corporation, and in personal property of all kinds.
The ultimate parent compan;y is LIAM ROS HOLDINGS INC., 2 holding company incorporated in the
Philippines. . . . -

»  On March 31, 2016, the Board of Directors {BOD) and stockholders of the Parent Company approved
the transfer of its Trading Business, including the releted assets and liabilities, to the Company in
exchange for shares of stock.of the Company.. On the same date, the BOD and stockholders of the
Company approved the acquisition of the former's Trading Business effective April 1, 2016.
The transfer of net assets in exchange for shares of stock of the ;Company and the increase in
authorized capital stock of ‘the Company were approved by the. SEC on November 15, 2016
(see Note 4). “ ' -

The transfer of net assets, assessed to be tax free-ex;hange, was approved by the Bureau of internai
Revenue (BIR) on January 26, 2017.

On September 13, 2016, the Company’s BOD and stockholders authorized the Company o
undertake an initial public offering (IPO) of its shares with the Ph‘iliﬁpine Stock Exchange, inc. (PSE).
Subsequently, on February 23 and March 8, 2017, the SEC and the PSE, respectively, approved the
Company’s application for IPO.

On March 31, 2017, the 1,393,906,200 common shares of the Company were listed in the PSE at an
offer price of 25.05 a share. Net procseds from the PO amounted to B6,749.3 million, net of offer
expenses of 2289.9 million (see Notes 4.and 15).

The registered office address of the Company is at No. 30 E. Rodriguez Jr. Avenue, Brgy. Ugong
Norte, Quezon City. ‘ : .

The financial statements of the Company as at and for the years ended December 31, 2018, 2017
and 2016 were approved and authdrized:f'q;, issue :by the BGD on:March 6, 2018, as reviewed anc

recommended for approval by the Aldijt, Cotfimittee on thesamedate, |

25y e
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2. Summary of Significant Accounting Policies =~ - .

Basis of Preparation and Statement of Compliance

The financial statements of the Company have been prepared in accordance with Philippine
Financial Reporting Standards (PFRS). This financia! reporting framework inciudes PFRS, Philippine
Accounting Standards (PAS) and Philippine Interpretations from ‘International Financial Reporting
interpretations Committee! (IFRIC) issued by the .Philippine Financial Reporting Standards Counci!
and adopted by the SEC, including thé SEC provisions. - :

The significant accounting policies used in the preparation of the financial statements have been
consistently applied to ali the years presented, uniess otherwise stated.

Measurement Bases ‘ : L - -
The financial statements have been presented in Philippine Peso, which is the functional currency of
the Company. All amounts are in absolute values, uniess ctherwise stated.

The financial statements of the Company have been prepared on the historical cost basis of
accounting, except for financial asset .at fair - value through - other comprehensive income
(financial asset at FVOCI) that is measured at fair-vaitie. Historical cost is generally based on the fair
value of the consideration given in exchange for an asset and change in fair value of the
consideration received in ex?ﬁange for incurring a fiabifity. . ’ g

Fair value is the price that would be received to seli an asset or paid to transfer a liability in an
orderly transaction between market pérticipants' at the transaction date. The Company uses
valuation techniques that arj'e appropriaie 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. R

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorized within the fair value hierarchy, described as foilows, ‘based on the lowest level input
that is significant to the fair value measurement as 2 whele:

Level 1 - Quoted (unadjusted) market prices in active market for identical assets or liabilities.

Level 2 - Valuation techniques for which the lowest level input that is significant to the fair vaiue
measurement is directly or indirectly observable, '

Level 3 - Vaiuation techniques for which the iowast ievel input that is significant to the fair value
measurement is uncbservable. '

For assets and liabilities that are recognized in the financial statements on a recurring basis,
the Company determines whether transferé have occiirred between -levels in the hierarchy by
re-assessing categorization (based on the iowest ‘evel ifiput that is significant to the fair vaiue
measurement as a whole) at the end of each reporting vear.
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For the purpose of fair value disclosures, the Cowpany has determined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the 'asset or liability and the leve! of
the fair value hierarchy as explained in the foregoing.

Further information about the assumptions made in measuring fair value is included in the following
notes: A

° Note 6, Invesiments - : A :

o Note 23, Fair Value of Financiai instruments

Adoption of New and Amended PFRS . ,
The accounting policies adopted are consistent with those of the previous financial year, except for
the adoption of the following new and 2mended PFRS effeciive January 1, 2018:

° PFRS 9, Financial Instruments ~ This standard will. replace PAS 39, Financial Instruments:
Recognition and Measurement (and ail the  previous. versions of PFRS9). It contains
requirements for the classification and measuremer:t of financial assets and financial liabilities,
impairment, hedge accounting and derscognition.

~ PFRS 9 requires all recognized financial assets to be subsequently measured at amortized cost or
fair value (through profit or loss or through other comprehensive income), depending on their
classification by reference to the business rmodel- within which these are held and their
contractual cash flow characteristics.

'~ For financial liabilities, the most significant effect of PFRS 9 relates to cases where the fair vaiue
option is taken - the amount of change in fair vaiue of a financial fiability designated as at fair
value through profit or loss that is attributable to changes in the credit risk of that liability is.
recognized in other comprehensive income (rather than in profit or loss), unless this creates an
accounting mismatch.

For the impairment of financia! assets, PFRS 9 introduces an “expected credit loss” model based
on the concept of providing for expected losses at inception of a contract. it will no longer be
necessary to have an objective evidence of impairment before a creditloss is recognized.

For hedge accounting, PFRS 9 introduces a substantiai overhaui allowing financial statements to
better reflect how risk management activities are undertaken when hedging financial and non-
financial risk exposures. -

The derecognition provisions.are carried over almost unchanged from PAS 39.

Based on the analysis of the Company_,'sj business model and the contractual cash fiow
characteristics of its financial assets and liabilities as at January 1, 2018, the Company has
concluded that all financial assets and liabilities should be classified under the new classification
categeries of PFRS 9. " C ‘



The following table shows the origina! classification categcnfies under PAS 39 and the new
classification categories under PFRS $ for each class of financialiassets as at January 1, 2018.

" PFRS 9 Classification
January 1, 2018
Balanceasat ' . Financial Assets at
Classification under PAS39 December 31,2017 Note : Fvoci Amortized Cost
Loans and Receivables ' :
Cash and cash equivalents 83,016,815,150 i- B £3,015,815,350
Short-term investments . 800,580,715 - - i - 600,580,715
Trade and other receivabies*® 395,199,335 - i - 395,199,335
Container deposits : 8,037,715 i ) - 8,037,715
Security deposits © 112,391,181 i . : - 112,191,181
Electricity deposits ‘ 36,938,404 i - 36,938,404
Available-for-sale financial asset T
Retail treasury bond 2,996,946,620 i 2,996,246,620 -
'R7,166,709,120 o 52,996,946,620 24,169,762,500

*Excluding advances to suppliers amounting to :?15_"6'.8 million.”
i Cash and cash equivalents and other financiai assets that were previously classified as loans
and receivables under PAS 39 will continue.to be measured at amortized cost. These

financial assets are held within a business model-whose qujective is to collect-contractual
cash flows representing solely payments of principal and interest.

ii. The retail treasury bond previouzly classified ‘as availabie-for-sale (AFS) financiai assets
under PAS 39 are now classified as financial assets at FVOCI under PFRS 9. This financial
asset is held within business model  whose " objective is achieved by both collecting
contractual cash flows and selling financial assets.

The Company assessed that the adoption of PFRS 8, specificaily: on determining impairment loss
using simplified approach, has no significant impact on the carrying amounts of the finanzial
assets carried at amortized cost.and FVOCI. :

PFRS 15, Revenue from Controcts with Customers — The new standard replaces
PAS 11, Construction Con;'racts, PAS 18, Revenue, and their related interpretations. It establishes
2 single comprehensive framework for revenue recognition to apply consistently across
transactions, industries and capital market, with a core principle {based on a five-step modei to
be applied to all contracts with customers), .enhanced disclosures, and new or improved
guidance (e.g. the point at which revenue is recognized, accounting for variable considerations,
costs of fulfilling and obtaining a contract, etc.). - '

Amendment to PFRS 15, Revenue from Contract with Customers - Clarification to PFRS 15 -~
The amendments provide clarifications on the fcllowing topics: (a) identifying performance
obligations; {b) principal versus agent conéideratio_ns; anc {c) licensing. The amendments aiso
provide some transition relief’for modified contracts and 'comp!éted contracts.

Based on the Company’s assessment, ail of the agreements with customers generally undertake
to provide single perforrrjancé obligation at a fixed price which is mainly the delivery of goods.
The Company recognizes revenue as the goods are transferred to the cusiomer at the point of
delivery. Accordingly, the adoption of PFRS 15 has no impact in the timing of revenue
recognition. 7
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New and Amended PFRS Issued but Not vet Effective :
Relevant new and amended PFRS, which are not yet effectivg for the year ended December 31,2018
and have not been applied in preparing the financial statements, are summarized below.

Effective for annual period beginning ofnt or after January i, 2019:

° PFRS 16, Leases - Significant change introduced by the new standard is that almost all ieases will
 be brought onto lessees’ statement of financial position under a single model (except leases of
less than 12 months and leases of ¥ow-valueiassets), eliminating the distinction between
operating and finance leases. Lessor accounting, however, remains largely unchanged and ‘the'
distinction between operating and finance lease is retained.

o Philippine Interpretation IFRIC 23, Uncertainty Over income Tax Treatments — The interpretation
provides requirements in addition to those set in PAS 12, Income Taxes, by specifying how to
determine the accounting tax position when there is -uncertainty. over tax treatments. it requires

" an entity to (a) determine whether uneertain tax positions are éssessed separately or as a group,
and (b) assess whether it is probable that 2 tax authority will accept an uncertain tax treatment
used, or proposed to be psed, by an entity in its income tax filings. If the entity concludes that it
is probable that a particular tax treatment is accepted, the entity has to determine taxable profit
{tax loss), tax bases, unused tax-losses, unused tax.credits or tax rates consistently with the tax
treatment included in its income tax filings. Otherwise, the entity has to use the most likely
amount or the expectedivalue of the tax treatment when detérmining taxable profit (tax ioss),
tax bases, unused tax losses, unused tax credits and tax rates. The decision should be based on
which method provides better predictions of the resolution of the uncertainty.

° Amendments to PFRS 9, Financial Instruments - Prepayment Features with Negative
Compensation - The amendments allow entities To measure: particular prepayable financjal
‘assets with negative compensation at amortized cost or at fair value through other
comprehensive income (instead of at fir value through profit or loss) if a specified condition is
met. i

it also clarifies the requirements in PFRS S, Finaricig/ Instruments for adjusting the amortized
+ cost of a financial iiability when a modification or exchange does not result in its derecognition
{as opposed to adjusting the effective interest rate).

Under prevailing circumstances, the adoption of the foregoing: new and amended PFRS is not
expected to have any material effect on the financial statements of the Company.

Under prevailing circumstan;es, the "adop't'ion" of the 'fvoregoi‘rjg new and amended PFRS is no:
expected to have any material effect.on the financial statements of the Company, except for
PFRS 16. ’ :

For the Company’s non-cancellable operating iease agreements, a preliminary assessment indicates
that these arrangements will continue to mesr the definition of a lease under PFRS 16. Thus, the
Company will have to recognize the right-of-use asset and 2 corresponding liability in response of 3|
these leases ~ unless these qualify for low value or shori-term leases upon the application &f
?FRS 16 — which might have'a significant impact on the amounts recognized in the Company’s
financial statements. However, it is not practicable to provide 2 reasonable estimate of that effect
until the Company completes the review.



Financial Instruments .

Date of Recognition. The Company recognizes a financial assets or liabilities in the statement of
financial position when the! Company becomes a party to the contractual provisions of a financial
instrument.

Initial Recognition and Measurement. Financial instruments are recognized initiaily at fair value of
the consideration given (in the case of an asset) or received {in the case of 3 liability). The initial
measurement of all financial ipstruments, except for financial instruments classified as fair value
through profit or loss (FVPL), includes transaction coct.

“Day 1” Difference. Where the transaction price in a non-active market is different from the fair
value from other observable current market transactions in the 'same instrument or based on a
valuation technique whose variables include only data ‘observable from the market, the Company
recognizes the difference between the transaction price and fair value (a “Day 1” difference} in
profit or loss unless it qualifies for recognition as seme other type' of asset. In cases where there is
no observable data on inception, the Company deems the transaction price as the best estimate of
fair value and recognizes “Day 1” difference in profit or loss when inputs become observable or
when instrument is derecognized. For each transaction, the Company determines the appropriate
method of recognizing a “Day 1” difference amount.

Financial Assets .
In the case of regular way| purchase or'sale of financial assets, recognition and derecognition,
‘as applicable, is done using sgﬁlement date accounting.

Classification. The Company classifies its financial assets at initial' recognition under the folldwing
categories: (a) financial assets at amortized cost, (b) financial assets at FVPL and (c) financiai assets
at FVOCI. The classification of financial asset largely depends on the Com pany’s business model and
its contractual cash flow characteristics. o

The Company does not have financial assets measured at FVPL.

Financial Assets at Amortized Cost. A financial asset should be measured at amortized cost if both of
the following conditions are met:

* the financial asset is held with a business model whose objective is to hold financial assets in
order to collect contractual cash flows; and

¢ the contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of princiﬁ:af and interest on the principal amount outstanding. ‘

After initial recognition, financial assets.at amortized cost are subsequently measured at amortized -
cost using the effective interest method, less any allowance for impairment. Amortized cost is
calculated by taking inte account any discount ot ‘premium on acquisition and fees that are an
integral part of the effective interest rate. Gains and lesses are recognized in profit or loss when the
financial assets are derecognized and throuigh. amortization process. Financial assets at amortized
cost are included under current assets if realizability ‘or collectability is within 12 months after the.
reporting year. Otherwise, thése are classified as noncurrent assets. '



As at December 31, 2018, the cash and Cash eguivaients, short-term investments, trade and other

receivables {excluding advances to suppliers}, cortainer deposits {presentad as part of “Cther current

asseis”), security and electricity deposits and refundsble cash bonds {presented as part of “Othe:
noncurrent assets”) are included under this categary. These were previously classified as ioans znd ‘

receivables under PAS 39 a5 at December 33, 2017.

]

Cash and Cash Eguivglents. Cash and cash equivalents, v?ifj_ich'inc!ugi_e cash on hand, cash in banks,
money market placements, are highly liquid investments with origingl maturities of three months or
less that are readily convertible to known mourts of cash z2nd which.are subject o0 an insignificant
risk of changes in vajue.

Financial Asset at FvoCy, Financial asset at FVoc which pertain fo debt insfument, shouid bs
mmeasured at fair value through other coriprehensive income if both of the following conditions are
met:

the financial asset is held within a business model whose objective is achieved by bath coliecting
contractual cash flows and selling the financiai assefs; and

o

® thecontraciual terms of the financiai asset giverise on specified daj&es o cash flows that zre solely
payments of principai and interest on the principal amount outstanding.

fter initiat recognition, interest income {calculated using the a?ecﬁveéini:erst rate method), foreign
urrency gains or losses and imipairment losses of debtinstrument measurad at FYOCi are recognized
irectly in profit or loss. Changes in the fair vaiye of these §nstmrr§eﬁ$s are recognized in other
comprehensive income and accumulaiad in equity. Wher the financjal assst is derecognized, the
cumuiative gains or losses previousiy recognizedin other conﬁprehehsivéz%ncome are reclassified from
2qUuity to profit or loss as 2 reclassification adjustment. '

I

Q.

-
A8

at December 31, 2018, this category includes rewaif treasury bond, which was previously classified
3s AFS financial asset under PAS 39 as at December 31, 2017.
impairment. Under PERS 9, the /Cornpany fecognizes an afiowance for expecied cradit loss {ECL) for
2il debt instruments not measured at FYPL Expected credit icss is based on the diffsrence batween .
the contractual cash fows dué in accordence with the contract and ‘all the cash flows that the
Company expecss to receive. The differencs is then discountaed at an approximation 1o the asset’s
original effective interest rate.

For trade raceivables, the Company has applied the simpiified approach in meastring ECL
Simplified approach requires that ECL should always be based on te lifetime expected crediz
losses. The Company has established a provision matrix that is based ion its historical credit joss

Xperiencs, adjusted for fomard—iosking factors specific to the debicrs and the aconomic
€nvironment and an assessment of both the current as well as the forecast directicn of conditions
&t the reporiing date, including tima vaiue of meney, where approgriate.

FOT cebt instruments at FYGC! and other financial instruments Measurss at amortized cost, the ECL
is based on the iZ-month expected cradit loss, which pertains o the porticn of fifetime £CL that
resuit from defauls avents on 3 %’ﬁnaaciai instrument that gre possible within 12 months after the
reporting date. However, when there has bean 2 signfficant increas;—. in credit risk since initial
fecognition, the aliowance will be based on the Jifetime ECL. When dei:gmining whether the credit
risk of a financia! asset has increased significantiy since initia} recognition, the Company compares

wn
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the risk of a default occurring on the financial instrument as at the reporting date with the risk of a
default occurring on the financial instrument.as at the date of initial recognition and consider
reasonable and supportable information, that is available without undue cost or effort, that is
indicative of significant increases in credit risk since initiai recognition. )
Under PAS 39, the Company assesses, at the end of each reporting period, whether objective
evidence of impairment exist for financial assets that.are individually significant, and individually or
collectively for financial assets that are not individually significant. For the purpose of a collective
evaluation of impairment, financial assets are grouped together: on the basis of such credit risk
characteristics such as customer type, payment history, .past-due status and terms.

If there is objective evidence that an impairment loss on loans and receivables has been incurred,
the amount of loss is measured as the difference between the asset’s carrying amount and the
present value of estimated :future cash flows (excluding future credit losses that have not been
incurred) discounted at the financial asset’s original effective interest rate (i.e., the effective interest
rate computed at initial recognition). The carrying amount of the asset is reduced through the use
of an allowance account. The amount of loss is recognized in profit or loss.

For debt instruments classified as AFS financial assets, the impairment is assessed based on the
same criteria as financial assets carried at amortized cost. Interest income continues to be
recognized on the reduced carrying amount using the interest rate used to discount the future cash
flows for the purpose of measuring the impairment loss. If, in a subsequent year, the fair value of a
debt instrument increases and the increase can be objectively refated to an event occurring after
the impairment ioss was recognized, the impairment loss is reversed'in profit or loss. : )
Reclassification. The Company reclassifies its financiai assets when, and only when, it changes its

business model for managing those financial assets: The reclassification is applied prospectively

from the first day of the first reporting year following the change in business mode! (reclassification

date). ‘

For a financial asset reclassified out of the financial assets at améﬁtized cost category to financiai
assets at FVPL, any gain or loss arising from the difference between the previous amortized cosi of
the financial asset and fair value is recognized in profit or loss.

For a financial asset reclassiﬁed out of the financial assets at amrjr-tized cost category to financial
assets at FVOCI, any gain or loss arising from a difference between the previous amortized cost of
the financial asset and fair value is recognized in other comprehensive income.

For a financial asset reclassified out of the financial assets at FVOCI category to financial assets at
amortized cost, any gain or iloss previously recognizad in other cemprehensive income, and any
difference between the new:amortized cost and maturity amount, are amortized to profit or loss
over the remaining life of the finantiai asset using the effective interest method. If the financial
asset is subsequently impaired, any gain or loss'that Ras been recognized in other comprehensive
income is reclassified from equity to profit or loss. '
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In the case of a financial asset that does not have 2 fixed maturity, the gain or loss should be
recognized in profit or loss when the financial asset is sold or disposed. If the financial asset is
subsequently impaired, any previous gain or lgss that has been recognized in other comprehensive
income is reclassified from equity to profit or loss. '

Derecognition. A financial asset (or where appiicable, 2 pgr‘t-vcf a financiai asset or part of a group of
similar financial assets) is derecognized when:

e the right to receive cash flows from the asset has expired;

e the Company retains the right to receive cash flows from the financial asset, but has assumed
an obligation to pay them in full without materiai delay to a third party under a “pass-through”
~ arrangement; or . ) - :

o the Company has transferred its righi to receive cash flows from the financial asset and either
(a) has transferred substantialiy all the risks and rewards of the asset, or (b} has neither
transferred nor retained 'substantiaily all the risks and rewards @f the asset, but has transferred
control of the asset. : e :

When the Company has transferred its right to receive:cash flows from a financial asset or has
‘entered into a pass-through érrangement, and has neither transferred nor retained substantially all
the risks and rewards of ownership.of the financial asset nor transferred control of the financial
asset, the financial asset is rei:ognized to the extent of the Company’s continuing involvement in the
financial asset. Continuing involvementthat takes the form of aiguarantee over the transferred
financial asset is measured at the jower of the-original carrying amount of the financial asset and the
maximum amount of consideration thatthe'Company could be required to repay.

Financial Liabilities

Classification. The Company ciassifies its financial liabiiities at initial recognition under the foilowing
categories: (a) financial liabilities at amortized cost or {b} financial liabilities at FVPL. ‘

As at reporting date, thé Company does n_bt-have ﬁnanc‘ia‘l liabilities measured at FVPL.

Firancial Liabilities at Amortized Cost. Financial lizbilities are categorized as financial liabiiities at
amortized cost when the substance of the contractua; arrangement results in the Company having
an obligation either to deliver cash or another financial asset to the holder, or to settle the
obiigation other than by the exchange of a fixed amount of cash or another financial asset for a fixed
number of its own equity instruments. = RS ’

These financial liabilities are initially recognized at fair value less any directly attributable transaction’
costs. After initial recognition, these finaricial fiabilities are subsequently measured at amortized
cost using the effective interest method. Amortized cost is calculated by taking into account any
discount or premium on the issue and fees that are an integral part of the effective interest rate.
Gains and losses are recognized in profit or loss when the liabilities are derecognized or impaired or

through the amortization process.

As at December 31, 2018, the long-term debt and trade and other payables (excluding statutory
liabilities, unredeemed gift certificates and unearned revenue) are included in this category. These
were previously classified as other financial liabilities under PAS 39 as at December 31, 2017.



Derecognition. A financial liability-is dereccgnizad when the obligation under the liability is
discharged, cancelled or has expired. When an existing financial’ liability is replaced by another
from the same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the difference in the respective carrying
amounts is recognized in profit or loss. - :

A modification is considered substantial if the present value of the cash flows under the new terms,
including net fees paid or rreceived and discounted using the original effective interest rate,
is different by at least 10% from the discounted prasent value of remaining cash flows of the
original liability. ‘ :

The fair value of the modified financiai liability is determined based on its expected cash flows,
discounted using the interest rate at which the Company could raise debt with similar terms and
conditions in the market. The difference between the carrying value of the original liability and fair
value of the new liability is recognized in profit or loss.. :

On the other hand, if the difference does not meet the 10% threshold, the original debt is not
extinguished but merely modified. In such case, the carrying amount is adjusted by the costs or
fees paid or received in the restructuring.

Classification of Financial instrument between Liability and Equity
A financial instrument is classified as liability if it provides for 2 contractual obiigation to:

o Deliver cash or another financial asset tc another entity;

° Exchange financial assets or financiai liabilities with another entity under conditions that are
potentially unfavorable to the Company; or ' ' ;

e Satisiy the obligation other than by the exchange of a fixed amount of cash or another financial
asset for a fixed number of own equity shares.

if the Company does not have an unconditicnal right to avoid delivering cash or another financial
asset to settle its contractual obligation, the obligation meets the definition of 3 financial liability.

Offsetting of Financial instruments

Financial assets and liabilities:are offset and the net amount is reported in the statement of financia!
position if, and only if, there is a currently enforceable iegal right 1o offset the recognized amounts
and there is an intention to settle on g"n.e‘i‘basis, or to realize the asset and settle the liability
simultaneously. ' :

Merchandise Inventories

Merchandise inventories are valued at the lower of cost and net realizable value {NRV). Cost, whici
includes all costs directly attributable- to acquisition such’ as Zpurchase price and freight-§h,
is determined using the weighted average method. NRV is the estimated selling price in the
ordinary course of business, less estimated costs necessary to complete the sale.

When inventories are sold, the carrying amount of those inventories is recognized to profit or loss in
the year when the related revenue is recognized.
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When the NRV of inventories is lower than the cost, 3 write-down is recognized as expense at the
period in which it occured. The amount of reversais, if any, of write-down of inventories arising from
an increase in net realizable value are recognized as-reduction in the amount of inventories
recognized as expense in the year in which the reversal occurs. '

Other Current Assets
Other current assets mamly consist of input value-added tax (VAT), deferred input VAT, prepaid
expenses, supplies and contamer deposits.

VAT. Revenue, expenses and assets are recognized, net of the amount of VAT, except:

o where VAT incurred on a purchase of assets or services is not recoverable from the taxation
authority; or

» receivabies and payables that are stated with the amount of tax included.

The net amount of VAT recoverable from the taxation authority is included as part of “Other current
assets” account in the statement of financial position.

Deferred input VAT represents the .unamortized amount. of input- VAT on capital goods and input.
VAT on consigned goods already sold, wherein the suppliers’ invoices are received consequently.
Deferred i input VAT that are expected to be claimed against output VAT for no more than 12 months
after the reporting date are classified as current assets. _Otherwise, these are classified as
noncurrent assets. |

Prepa/d Expenses. Prepaid expenses are expenses paid in advance and recorded as asset before
these are utilized. Prepaid expenses are apportioned over the period covered by the payment and
charged to appropriate expense accounts in profit or loss when incurred. Prepaid expenses that ; are
expected to be realized for no more than 12 months after the finafcial reporting date are classified
as current assets. Othenmse these are classified as noncurrent asséts.

Supplies. Supplies are carried at cost and are recognizad as expense upon consummation.

Container Deposits. Container deposits qualify as financial assets and are disclosed under financial
instruments. These are measured at cost less any impairment in vaiue.

Property and Equipment

Property and equipment are stated at cost less accurnulated depreciation, amortization and any
impairment in value.

The initial cost of property and equipment comprises of .its purchase price, including import duties,
taxes and any directly attrxbutabie costs in. brmgmg the asset to its working condition and 'oca‘uun
for its intended use.

Expenditures incurred after the -asset has been px_.t into operatlms such as repairs and
maintenance, are normally recognized as expense in the year the costs are incurred. In situations
where it can be clearly demonstrated that the expenditures have improved the condition of the
asset beyond the originally assessed standard of performance, the expenditures are capitalized as
additional costs of property and equipment.
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Construction in prograss represents structures undsr conmstruction and is stated at cost.
Cost includes costs of consfruction, labor and other direct costs. Borrowing costs that are directly
attributable to the construction of property and equipment are capitalized during the constructicn
period. Construction in pr@gress is not depreciated until such time that the relevant assets are
ready for use. . S '

Depreciation and amortization are computed using the straight-line.basis over the estimated useful
lives of the assets as foliows:

Asset Type , .- Number of Years s,
Buildings and improvements A : 20

Furniture and equipment . 5

Leasehold improvements 5 or term of lease, whichever is shorter

Transportation equipment 5

The estimated useful lives and depreciation and amortization are reviewed and adjusted,
if appropriate, at each repdrting date to ensure that such years and method of depreciation and
amortization are consistent with the expected pattern of economic benefits from the items of
property and equipment.

Fully depreciated assets are retained in the accounts until these are no longer being used and no
further depreciation and amortization are credited or charged to profit or loss.

The carrying values of property and equipment are reviewed for impairment when events or
changes in circumstances indicate that the carrying-vaiue may not be recoverable. :

An item of property and equipment is derecognized upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising from
derecognition of the asset (r;neasured as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in profit or loss in the year'the item is derecognized.

Other Noncurrent Assets

Other noncurrent assets comprise of security deposits, computer software, advance rent, electricity
deposits and refundable cash bonds. Other noncurrent assets, except advance rent and computer
software, qualify as financial assets and are disclosed under financial instruments.

Security Deposits. Security |deposits represents deposits made in: relation to lease agreements
entered into by the Company and are carried at cost less any impairment in value. These will be
returned at the end of the lease term. e

Computer Software. Computer software acquired is measured on initial recognition at cost.
Subsequent to initial recognition, computer software is carried at cost less accumulated
amortization and any impairment losses. internally generated computer software, excluding
deveiopment costs, is not capitalized and expenditure is charged against profit or loss in the year in
which the expenditure is incurred. ‘



Computer software is amortized over the 2conomic useful life of eight years and assessed for
impairment whenever there is an indicztion that the computer software may be impaired.
The amortization period and method for computer software are reviewed at least at each reporting
date. .Changes in the expected usefu! life or the expected pattern of consumption of future
economic benefits embodied in the asset is accounted for-by chariging the: amortization period or
method, as appropriate, anditreated as cha"nges'.ir_l accounting estimates.

Gains or losses arising from disposition of computer software measured as the difference between
the net disposal proceeds and the carrying amount of the asset areirecognized in profit or loss in the
period when the asset is derecognized. - '

Advance Rent. Advance rent represent advance payments made in relation to the lease agreements
entered into by the Company and are carried at cost léss any impairment in value. This will be
applied at the end of the lease term. ‘ o ' '

Electricity Deposits. Electricifcy deposits are carried at cost less any‘impairment in vaiue, and will be
refunded upon termination of the contract.

t

Impairment of Nonfinancial Assets

At each reporting date, nonfinancial assets are reviewed to determine whether there is any
indication that those assets may be impaired. If there'is an indication of possible impairment,
the recoverable amount of any asset (or group of related assets) is estimated and compared with its
carrying amount. An asset’s {or group of assets’) recovérable amount is the higher of an asset’s fair
value less cost to sell and its value in use, and is deterrined for an‘ihdividual asset uniess the asset
does not generate cash inflows that are largely indeperident of those from other assets or group of
assets. If estimated recoverable amount is loveer, the zarrying amc‘gunt is reduced to its estimated
recoverable amount, and impairment loss is recognized immediatelﬁl in profit or loss.

If an impairment loss subsequently reverses, the carrying amount of the asset (or group of related
assets) is increased to the revised estimate of its recoverable araount, but not in excess of the
amount that would have beén determined had no impairment loss been recognized for the asset
{or group of related assets) in prior pericd. A reversal of an impairment loss is recognized
immediately in profit or loss. -

Nonfinancial assets include property and equipment and computer software.
Equity

Capital Stock and Additional Paid-in Capital. Capital stock is measured at par value for all shares
issued. Incremental costs directly attributable to the issue of hewishares or options are shown in
equity as a deduction from proceeds, net of tax. The excess of proceeds from the issuance of shares
over the par value of shares is credited to additional paid-in capital. '

Other Comprehensive Income;(Loss). Other comprehensive income (loss) comprise items of income
and expenses (including items previcusly presented under the statement of changes in equity) that

+

are not recognized in profit or loss for the vear in accordance with PFRS. Other comprehensive

income (loss) includes fair value changes on financial asset at FVOCI:and cumulative remeasurement
gain (loss) on retirement liability.

IS
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Retained Earnings. Retained earninés represent the cumulative balance of net income or loss,
dividend distributions, correction of prior year errors, effects of changes in accounting policy and
other capital adjustments. ' o '

Dividend Distribution. Dividend distribution to the Company’s stockholders is recognized as a
tiability and deducted from equity in the vear in which the: dividends-are declared as approved by
the Company’s BOD. Dividends that are approved after the reporiing year are dealt with as an event
after the reporting year. ' R :

Revenue Recognition
Revenue from contract with customers is recognized when the performance obligation in the

contract has been satisfied, either at.a'point in time or ¢ver time. Revenue is recognized over time if
one of the foliowing criteria is met: {a) the. customer simultanedusly receives and consumeés the,
benefits as the Company performs its -obligations; (b} the Company’s performance creates or
“enhances an asset that the customer controls as the asset is created or enhanced; or {c) the
Company’s performance does not create an asset with zn.alternative use to the Company and the
Company has an enforceable right to payment for performance .completed to date. Otherwise,
revenue is recognized at a point in time. s

The Company assesses the revenue arrangements to determine if it:is acting as a principal or as an
agent. The Company assessed that it acts as principal in all of its revenue sources.

The following specific recognition criteria must also be met before revenue is recognized.

Net Sales. Revenue is recognized when the control of the goods is transferred to the buyer, which is
normally upon ‘delivery or pick up of goods, and measured at the fair value of the consideration
received or receivable, net of returns, trade discounts and unearned revenue from loyalty program.

The award credits from the loyalty program are identifiable component of sale transactions in which
these are granted. The fair value of.the consideration received or receivable in respect to the sale is
aliocated between the award credits and the other components of the sale. The Company
recognizes the consideration received allocated to award credits as sale when award credits are
redeemed and it fulfills its -obligations to' supply the zward credits. The amount of revenue
recognized is based on the humber of award credits that have been redeemed in exchange for *
awards, relative to the total number that are expected to be redeemed. Any unredeemed award
credits as at reporting date are recognized as unearned revenue included under “Trade and other
payables” account in the statement of financial position. ‘

Interest Income. Revenue is;recognized as the interest accrues, taking into account the effective
yield of the asset. : ‘

Rent Income. Revenue arising from rent of property is: recognized on a straight-line basis over the
lease term. 3 » o '

Other Income. Revenue is recognized when there is an incidental economic benefit, other than the
usual business operations, that will flow to the Company through antincrease in asset or reduction in
iiability and that can be measured reliably.

Cost and Expense Recognition :
Costs and expenses are recognized in profit or loss upor: receipt of goods, utilization of services or at
the date the costs and expenses are incurred.
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Employee Benefits

Short-term Employee Benefits. The Company recognizes a liability net of amounts already paid and
an expense for services rendered by emplovees during the year. Aliability is also recognized for the
amount expected to be paid under short-term cash bonus if the Company has a present legai or
cbnstructive obligation to pay this amount as 3 result of past service provided by the employee, and
the obligation can be estimated reliably. o '

Short-term employee benefit liabiiities are measured cn an undiscounted basis and are expensed as
the related service is provided. ‘ :

Retirement Benefits. Retirement benefit costs are actuarially detérmined using the projected unit
credit method, which reflects services renderad by employees to the date of valuation and
incorporates assumptions concerning employ=es’ projected salaries. . .

The Company recognizes service costs, comprising of current service costs, past service costs, gains
and losses on curtailments and non-routine settlernents.and-net interest expense or income in profit
or loss. Net interest is caiculated by appiying the discount rate to the net retirement liability or
asset.

Past service costs are recognized in profit or joss on the earlier of the date of the plan amendment
or curtailment and the date that the Company recognizes restructuring-related costs.

Remeasurements comprising actuariai gains and losses, return on plan assets and any change in the
effect of the asset ceiling (excluding net interest on defined benefit obligation) are recognized
immediately in other comprehensive income in the year in which these arise. Remeasurements are
not reclassified to profit or ioss in subsaguent year,

The retirement liability is the aggregate of the present vaiue of th?«deﬁned benefit obligation and
the fair value of plan assets out of which the obligations zré to be settied directly. The present vaiue
of the retirement liability is determined by discounting the estimated future cash cutflows using
interest rate on government bonds that have terms tc maturity approximating the terms of the
related retirement liability.

Actuarial valuations are made with sufficient regularity so that the amounis recognized in ths

financial statements do not differ materiaiiy from the amounts that would be determined at the
reporting date.

Leases

The determination of whether the arrangement is, or contains a lease is based on the substance of
the arrangement at inception date of whether the fuifiliment of the arrangement is dependent on
the use of a specific asset or assetvs‘ or the afrahgémént conveys @ right tc use the asser.
A reassessment is made after inception on the jease orly if one of the foliowing applies:

a. There is a change in contractual terms, other than a renewal or extension of the arrangement;

b. A renewal option is exercised or extensioh granted, uniess the term of the renewal or extension
- was initially included in the lease term ; :

€. Thereis a change in the determination of whether fuifiiiment is dependent on a specified asset;
or

d. There is substantial change tc the asset.

.



- Where a reassessment is made, lease accounting commences or'ceases from the date when ihe
change in circumstances gave rise to reassessment for scenarios {a), {c) or {d) and at the date of
renewal or extension period for scenarioc (o).

Leases where a significant portion of the risks and reward of ownership over the asset are retained
by the lessor, are classified as operating leases. Payments made under operating leases are

recognized in profit or loss on a straight-line basis over the period of the lease.

Income Taxes

Current Tax. Current tax assets and Habilities are measured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rate and tax laws used to compute the amount are
those that have been enacted or substantively enacted 2t end of the reporting year.

Deferred Tax. Deferred tax is provided on ali temporary differences at the reporting date between
the tax bases of assets and liabilities and their carrying amounts for'financial reporting purposes. ‘

Deferred tax liabilities zre recognized for sil taxable temporary differences. Deferred tax assets are
recognized for all deductible temporary differences, 7o the extent that it is probable that taxable
profit will be available against which the deductible temporary differences. Deferred tax, however,
is not recognized when it arises from the initial recognition 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. -

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probabile that sufficient future taxable profit will be available to allow ail
or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are reassessed ar
the end of each reporting period and are recognized to the extent that it has become probabie that
sufficient future taxable profit will aliow the deferred tax asset to be reccvered.

Deferred tax assets and lisbiiities are measured at the tax rate that are expected tc apply to the
period when the asset is realized or the lizbility is settled, based on tax rate and tax iaws that have
been enacted or substantively enacted at the end of reporting year.

Deferred tax assets and liabilities are offset, if a legaliy enforceable right exists to set off current
income tax assets against current tax liabiiities and the deferred taxes relate to the same taxable -
entity and the same taxation authority.

Deferred tax relating to items recognized outside profit or loss is recognized outside profit or loss,
Deferred tax items are recognized in relation tc the underlying transaction either in
other comprehensive income or directly in-equity. ’ S '

Earnings per Share

The Company presents basic and diluted earnings per share. Basic earnings per share are calculated
by dividing the net income by the weighted average number of common shares outstanding during
the year. Diluted earnings per share are caicuiated in the same manner, adjusted for the effects of
all dilutive potential common shares. v

The Company has no dilutive potential common shares.



Related Pavm Relationship and Transactions : .

Related party transactions consist of transfers of resources, services or obligations between the
Company and its related parties.

Parties are considered to be related if one party has the ability to contro! the other party or exercise
significant influence over the other party in making financial and operating decisions. This includes:
(a) individuals who, by owning directly or indirectly through one or more intermediaries, controi or*
are controlled by, or under commecen control with the Company; (b) associates; and, {c¢) individuais
owning, directly or indirectly, an interest in the voting power of the Company that gives them
significant influence over the Company and close members of the family of any such individual.

in considering each possible related party relationship, attention is'directed to the substance of the
relationship and not merely on legalform. -

Segment Reporting

Operating segments are components of the Company: (a) that engage in business activities from
which this may earn revenue and incur expenses, including revenue and expenses relating 1o
ransactions with other component\ts of the Company;. {b) whose operating results are regularly
reviewed by the Company’s- senior management, its chief operating decision maker, to make
decisions about resources to .be allocated to the segment and assess its performance; and
(c) for which discrete financial information is available. :

For purposes of management reporting, the Company has only one reportable operating segment,
which is the trading business. The Company has only one geographical segment as all of its assets
are located in the Philippines. The Company operates and derives all its revenue from domestic
operations.

Provisions
Provisions are recognized when the Company has a present legal or constructive obligation as a
result of past events, it is probable that a transfer of economic benefits will be required to settle the

obligation, and the amount can be reliably estimated. ’

Provisions are measured at the present value of the amount expected to be required to settle the
obligation using a pre-tax rate that reflects market assessments of the time value of money and the
risks specific to the obligation. The increase in the provision due to the passage of time is
recognized as interest expense.”

Contingencies

Contingent liabilities are not recognized in the financial statements but are disclosed in the notes to
financial statements unless the possibility of an-outflow of resources embodying economic benefits
is remote. Contingent assets are not recognized in the financial statements but are disclosed in the
aotes to financial statements when an inflow of economic benefits is probable.

Events after the Reporting Date »

Events after the reporting date that provide additional information about the Company’s financiai
position at the end of the reporting year {adjusting events) are reflected in the financiai statements
when material. Events after the reporting date that are non-adjusting events are disclosed in the -
notes to financial statements when materiai.



-18-

Significant Accounting judgments, Estimates and Assumptions

The preparation of the financial statements 'requires the Company to exercise judgment, make
estimates and use assumptions that affect the amounts reported in the financial statements and

- accompanying notes. The judgments and estimates jcfre' based on management’s evaiuation of
relevant facts and circumstances as of the date of the comparative financial statements.
Actual results could differ from these estimates, and as such estimates will be adjusted accordingly
when the effects become determinable.

Judgments

In the process of applying the accounting policies, management has made the following judgmenits,
apart from those involving estimations, which have the most significant effect on the amounts
recognized in the financial statements. '

Determining the Operating Segments. Determination of operating segments is based on the
information about components of the Company that management dses to make decisions about the
Operating matiers. Operating segments use internal reports that are regularly reviewed by the
Company’s chief operating decision maker, which is defined to be the Company’s BOD, in order to
allocate resources to the segment and assess its performance. ‘The Company reports separate
information about an operating segment that ‘mests any of the following quantitative
thresholds: (a) its reported revenue, including both sales to external customers and intersegment
sales or transfers, is 10% or more of the combined revenue, internal and external, of all operating
segments; (b) the absoiute amount of its reported profit or loss is 10% or more of the greater, in
absolute amount, of (i} the combined reported profit of all operating segments that did not report a
loss and (ii) the combined reported loss of éH operat'ing' segm?nts,that reported a2 loss; and
{c) the assets of the segment are 10% or more of the combined assets of all operéting segments.

The Company has only one reportable operating segment which is the trading business and one
geographical segment as all of the assets are located 'in the Philippihes. The Company operates and
derives all its revenue from domestic operations. ' Thus, no further disclosures of operating and
geographical segments are necessary. T a

Determining the Classification of Financiai Instruments. The Company exercises judgments in
classifying a financial instrument on initiai recognition either as a financial asset, a financizai
ifability or an equity instrument in accordance with the substance of the contractual arrangement
and the definitions of a financial asset, a financial liability or an equity instrument. The substanca
of a financial instrument, rather than its legal form, governs its classification in the statement of
financial position.

In addition, the Company 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 or whether the quoted prices are readily and
regularly available, and whether those -prices represent actual snd regularly occurring market
transactions on an arm’s-length basis.

Determining the Classification of Lease Arrangements. The Company, as a lessee, has various jease’

agreements with related parties and third parties for land, buildings, computer software and
transportation equipment. The Company has determined that the lessor retains all significant risks
and benefits of ownership over the leased properties. Accordingly, the Company accounts for the
lease agreements as operating leases.
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Rent expense amounted to 2919.9 million, 8780.7 mitlicn and 8502.1 million in 2018, 2017 and
2016, respectively (see Note 19). o '

The Company, as a lessor, has existing lease agreements on commercial spaces, gondola lightings,
facade billboards, window displays and street banners. The Company has determined that the
_significant risks and benefits of ownership over the lessed properties remain with the Compasiy.
. Accordingly, the Company accounts for the lease agreements as operating leases. .

Rent income amounted to 220.1 miilion, 217.3 million and 25.8 million in 2018, 2017 and 2G1s,
respectively (see Note 19). - ' e

Evaluating Contingencies. The Company is a2 party to certsin lawsuits or claims arising from the
ordinary course of business. However, the Company’s management and legal counsel believe that
the eventuai liabilities under these lawsuits or claims; if zny, will not have a material effect on the
financial statements. ’ .

Estimates and Assumptions .

The key estimates and assumptions used in the financial statements are based upon management’s
evaluation of relevant facts and circumstarices of'the financial statements. Actual results couid differ
from those estimates. Presented below are the relevant significant estimates performed by
management in preparing the financiat staiements. ‘

Determining Fair Value of Financiai Asset at FVOCI. The Company carries the financial asset at fair
value, which requires the use of accounting estimates and judgment. In cases when active market
quotes are not available, fair value is determined by reference to the current market value of
another instrument which is substantially ‘the same or is calculated based on the expected cash
flows of the underlying net base of the instrument. The amount of changes in fair value would diFer
if the Company utilized different valuation methods and assumptions. Any change in fair value of
these financial assets would affect other comprehensive income. '

Unrealized loss on fair vaiue changes on financial asset et FVOCI recognized in other comprehensive
income amounted to 290.2 million and 23.1 million in 2018 and 2017, respectively (see Note 6).
The carrying amount of financial asset at FVOC! amounted to 22,906.7 million and 82,996.9 miilior
as at December 31, 2018 and 2017, respectively (see Note 6).

Fair values of financial assets and liabilities zre presented in Note 23 to financial statements.
Assessing Expected Credit Losses on Trade and Other Receivables. The Company has adopted the
simplified approach in measuring ECL based on lifetime expectad credit losses on its trade and other
receivables. The Company has es:ablishgd 2 provision matrix that uses historical credit loss
experience adjusted for forward-looking factors, as appropriate.

Net provision for impairment losses on receivables recognized in 2018 amounted to 226.3 miilion
(see Note 7). ' ' '

The carrying amount of trade and other receivables (exciuding advances to suppliers) amounted tg
R245.8 million as at December 31, 2018 {see Ncte 7). Allowance for impairment losses on
receivables amounted to £63.4 million as at December 31, 2018 {see Note 7).

.



- Assessing Impairment of Trade and Other Receivables. “under PAS 39, allowance for impairment,
losses on trade and other receivabies as at December 31, 2017 is made for specific and groups of

+ accounts, where objective evidence of impairment exists. The Cd‘mpany evaluates these accounts
based on available facts and circumstances affectiing its collectability.

Net reversal of allowance for impairment losses on receivables amounted to 23.7 million and
21C.2 million in 2017 and 2016, respectively {sese Note 7).

The carrying amount of trade and other receivables {excluding ad\}ance_s to suppliers) amounted to
2395.2 million as at December 31, 2017 {see Note 7). Allowance for impairment losses on
receivables amounted to £37.4 million as at December 31, 2017 (see Note 7).

Assessing Estimated Impairment Losses on Other Fingncial Asset at Amortized Cost. In assessing
expected credit losses for other financial asset at amortjzed cost, the Company uses historical credit
loss experience adjusted for forward-looking factors, as appropriate. The Company, except for
refundable cash bonds, has no history of actual losses. = * '

No provision for impairment losses en other financia} assets at amortized cost were recognized in
2018, 2017 and 2016 (see Note 11).

The carrving amount of other financiai assets at smortized cost follows:

: . Note 2018 2017
Security deposits i1 1 2103,587,621 2112,191,181.
Electricity deposits 11 47,818,940 36,938,404
Container deposits 9 8,010,715 8,037,735

R159,417,286 R157,167,300

Other financial assets at amortized cost also include refundable cash bonds, amounting to
£83.4 million, which the Company assessed to be unrecoverabie. Accordingly, refundable cash
bonds were fully provided with allowance for impairmant losses as at December 31, 2018 and 2027.

Determining NRV of Merchandise Inventories. The Company recognizes inventory write down and
losses whenever NRV becomes lower than cost due to damage, physical deterioration, obsolescence,
changes in price levels or other causes,

Estimates of NRV are based on the most reliable evidence available at the time the estimates are
made of the amount the inventories are expected to be realized. These estimates take into
consideration fluctuations of price or cost directly relating to events occurring after reporting date
to the extent that such events confirm- conditions- existing “at reporting date. The adequacy of
aliowance for inventory write-down and losses is reviewed periodically to reflect the accurate
valuation in the financial statements.

The carrying value of merchandise inventories amounted to £7,331.1 million and £6,968.1 million as
at December 31, 2018 and 2017, respectively {see Note 8). Allowance for inventory write-down and
losses amounted to £130.8 million as at December31, 2018 and 2017 (see Note 8).
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csumating Usefud Lives of Property and Eguipmert and Comiputer Soj’%ware. The Company estimais

&

<

the useful fives of property and equipiment and computar softwars based on the vears over which th

1}

assefs are expected to be availabie for use. The estimated useful lives of property and equipment ars
reviewed periodically and are updated If expeciations differ From previous estimates due to physicai
wezr and tear, technical or commaerdial obsolescence and legal or other limits on the use of the assets.
There is no change in estimated useful fives of properiv and equipment and computer scfowars as at
Decemnber 31, 2018 and 20i7. The carrying velue of deprecizbie property and equipment ang
tomputer software follows:

Note 2018 2017

Property and equipment* - 16 .. $2.383,379.880 8626,480,766
Computier software i3 . 63,531,652 37,802,687

L F2,446,911 573 . B664,283,453
*Excluding construction in progress cmounting to £383.8 mifisn and 22336 milion as at December 33, 2018 ond 2037

respectively,

Assessing impairment of Nonfinanciai- Assets. The Company -assesses any impairmant on it
nonfinancial assets whenever events or changes in circumstances indicate that the carrying value of
assets or group of assets may not be recovesable. Fét‘;ors that the Company considerad in decidfng
whaen tc perform impairment review insludes the foliowing among others:

o

significant under-performance of 2 business in reiation to expectations;
significant negative industry or economic trends; and
significant changes or planned changes in the use of the assets.

LU

An impairment loss is recognized whenever the carrying amount of an asset exceeds its reccverabis

amount. The sstimated recoverable amount is the-higher of an asset’s net selfing price and value in.
use. The net selfing price is the amount obizinzble from the sale of an asset in an arm’s-tength

transaction. Recoverable amount represents the vaiue in use, determined as the present vaiue of
estimated future cash fiow expected o be generated from the continued use of the assets.

Tha estimated cash flow is projected using growth retes based on historical axperience and Husiness

pians and are discounted using pretax discount rates that reflect the current assessment of the tims

vaiue of money and the risks specific to the asset. Recoverabie amounts are sstimated for individuai

asseis, or if it s not possible, for the cash gensrating unit tc which the asseis beiong.

There were no indications that the carrying vaiue of nonfinancial asseis may be impaired. Accordingly,

nec impairment loss was recognized in 2018, 2017 and 2016,

The carrying vaiues of nonfinancial assets assessed for possible imgaiment are presenied bsiow:

Note . - 2018 2017

Property and equipment 30 . . B2,767,160,240 2860,060,702
Computer software . 33 Cv 83,831,803 37,802,687

22,%30,692,533 £857,863,389
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Determining Retirement Liability. The determination of the obligation and cost of retiremant
benefits is dependent on the assumptions determined by management and used by the actuary in
calculating such amounts. These assumptions are described in Note 14 to financial statements ang
include, among others, discount rate and salary increase rate. Actual results that differ from the
Company’s assumptions are accumulated and recognized in’ other comprehensive income,
therefore, generally affect the recognized expense and recorded obligation in such future periods.

Net retirement iiability amounted to 2118.4 millior: and 2132.5 million as at December 31, 2018 and
2017, respectively (see Note 14). B -

Assessing Realizability of Deferred Tax Assets. The Company reviews the ca rrying amount of
deferred tax assets at each reperting date and reduced to the extent that it is no longer probable
that sufficient taxable profits will be avaiiable to allow ali or part.of the deferred tax assets to be
utilized. Unrecognized deferred tax assets are reassessed at each reporting date and are recognized
to the extent that it has become probable that future taxable profit will allow the deferred tax asset
to be recovered. o '

Deferred tax assets (gross) amounted to R165.3 million and 2139.1 million as at December 31, 2018
and 2017, respectively (see Note 18).

Initial Public Offering and Transfer of the Trading Business from the Parent Company

Initial Public Offering , .
On March 31, 2017, the 1,393,906,200 common shares of the Company were listed in the PSE at an
offer price of 85.05 a share. Net proceeds from the PO amounted to 26,749.3 million, net of offer
expenses of £289.9 million (see Notes 1.and 15).

Portion of the net proceeds from the PO were used to settle shori-term and long-term loans,
construct store for the Company’s network expansion and pay general corporate expenses.

The unapplied proceeds from the iPO amounted, te 23,573.1 million and 25,611.5 million as at
December 31, 2018 and 2017, respectiVe!y, and are maintained in various current and savings
accounts, cash equivalents, short-term investments and financial asset at FVOCi.

Details are as follows:

Note 2018 2017
Cash and cash equivalents _ S R573,063,018 22,010,956,207
Financial asset at FVOCH 6 3,000,000,000 3,000,000,000
Short-term investments ‘ e - 600,580,715 °

?3,573,063,018 £5,611,535,922

The unapplied proceeds will be used for the store network expansion project of the Company, which
are expected to be completed by 2020.

Transfer of the Trading Business

As discussed in Note 1, the Parent Company transferred its Trading Business to the Company,
including the related assets and lisbilities amounting to 22,655.8 million in exchange for
2,655.8 million common shares of the Company, efective April 1, 2016. The transfer aiso includes
most of the employees of the Parent Company.




Cash and Cash Equivalents

This account consists of:

2018 2017
Cash on hand B8,794,295 27,454,592
Cash in banks ' ‘ 777,279,229 879,360,558
Cash equivalents ' 2,056,000,000 2,130,000,000

B2,842,073,524  £3,016,815,150

Cash in banks earn interest at prevaiiing bank deposit rates. Cash equivalents represent money
market placements with interest ranging from 2.0% to 7.50% and have a maturity of 15 to 90 davs.

Details of interest income are as follows:

Note 2018 2017 2016

Financial asset at FVOCI 6 £99,459,000 R77,566,667 o~
Cash and cash equivalents 93,347,153 34,341,398 668,432
Short-term investments 6 - 1,733,894 3,880,715 -

i7 ®184,531,047 115,788,780 2668,432

)

investments

Short-term investments

Short-term investments amounting to £600.6 million as at December 31, 2017 represent money
market placements with maturity of four months and bear interest of 2.74% and 2.75%. interest
income earned from short-term investments amounted to 81.7 million and 23.9 million in 2018 and
2017, respectively (see Note 5). '

Financial asset at FVOCi

Financial asset at FVOC! represents investment in retaii treasury bond, which bears an anrual
interest of 4.25% and will Mmature on Aprii 11, 2020. As at December 31, 2018 and 2017, financial
asset at FVOCi amounted to £2,906.7 miiiion and £2,596.9 million, respectively.

Interest income from financial asset at FVOC| amounted to £99.5 million and 277.6 million in 2018
and 2017, respectively (see Note 5).

Unrealized loss on fair value changes of financial asset at FVOC! amounted to 290.2 million and
£3.1 million in 2018 and 2017, respectively. The fair value - measurement for financial asset at FVOC!
has been categorized as level 2.
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Trade and Other Receivabias

Details of this account are as foliows:

Note 2018 2017
Trade:

Third parties £234,881,128 8288,596,531
Refated garties 20 786,923 83,123,103
Advances to suppliers 395,385,150 156,825,715
Accrued interest 27,137,009 34,270,971
Advances to officers and eamplovees 8,508,152 4,307,452
Rent receivables 15 3,713,325 2,542,185
Others 20 24,150,521 18,741 244
514,672,059 585,407,175

Allowance for impairment jossas {63,2448,356) {37,382,125}
8551,222,653 2552,025,058

Trade receivables ara unsecurad, noninterest-bearing and have credit terms of 30 to 60 days.

Advances to suppliers periain to advance payments on purchases of frade and nontrade good

materials and services forthe construction of siores.

Accrued interest pertains o interest receiveble on the Company’s cash and cash equivaients,

short-term investments and financial asset at FYOCL

Advances 1o officers and employess are noninterest-bearing and are normaily setiied through saizry

deduction.

Rent receivables, which are coliectible within one year, include receivables from the ieas

lightings, facade billboards, window displays and sireet banners.
Others mainly pertain o marketing support granted by suppiiers.

Movements of allowance for impairment losses on recestvables are as foliows:

2018 2017
Balance at beginning of year §37,382,125 245,834 378
Provision 30,505,826 7,502,533
Reversal {4,251,251) {11,229,213}
Write-off {187,265} 4,725,472}
Balance at end of vear .B63,448 295 837,382,128

Merchandise Inventories

Merchandise invenioriss are stated at cost and NRV. Details are as 7ollows:

. 2018 2017
At cost #7,015,261,567 $6,511,505,555
AT NRY - 331,795,433 456,638,442

: £7,331,056,540 £6,968,144,107

¢ of gondaia
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Merchandise inventories ‘pertain to goods being traded under the normal course of business,
which include construction supplies, bathroom and. kitchen supplies and equipment and furniture
among others, sold on whoiesale and retaii basis.

The cost of merchandise inventories stated at NRV amounted to 2442.6 million and 2587.5 mitiion
as at December 31, 2018 and 2017, respectively.

Movements of allowance for inventory write-down and iosses are as follows:

2018 2017
Balance at beginning of year R130,826,546 £101,651,425
Provision ; - 29,175,121
Balance at end of year £130,826,546 £130,826,546

Inventories charged to cost of sales amounted to 214,438.3 miilion, 212,481.7 million .and
28,999.5 million in 2018, 2017 and 2016 respectively, including provision for inventory write-down
and iosses.

0

Other Current Assets

Details of this account are as follows:

2018 2017
Input VAT - R240,316,969 2402,056,029
Current deferred input VAT 175,886,317 186,520,797
Prepaid expenses 115,623,344 10,962,386
Materials and supplies 103,832,889 2,725,400
Container deposits 8,010,715 8,037,715

B643,670,234 £610,372,327

Deferred input VAT pertains to unamortized portion of input VAT on property and equipment snd
on consigned goods already sold.

Prepaid expenses pertain to payment of insurance, advertising, membership dues, rent and taxes by
the Company which is being amortized over a year.

Materials and supplies pertain to unused construction materials, office supplies and uniforms.

Container deposits pertain te monetary deposits for containers used for imported goods.
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Depreciation and amortization are summarized below: .
Note 2018 2017 2016
Property and equipment R158,676,639 . R101,106,995 262,284,587
Computer software - i3 5,175,342 3,218,310 430,020
: - 16 B164,851,981 .2104,325,305 - £62,714,607

Construction in progress pertains to costs incurred for constructing new stores in various strategic
locations within the Philippines and is expected to be completed in 2019.

11. Other Noncurrent Assets

Details of this account are as follows:

Note 2018 2017
Security deposits 18 R103,587,631 £112,191,181
Computer software 63,531,693 37,802,687
Advance rent 15 54,886,102 77,749,502
Noncurrent deferred input VAT 52,932,787 39,044,857
Electricity deposits ' 47,818,940 36,938,404

P322,757,153 P303,726,631

Movements of computer software foliow:

Note 2018 2017
Cost
Balance at beginning of vear RA41,451,017 210,985,329
Additions . 31,904,348 30,465,688
Balance at end of year ‘ 73,355,365 41,451,017
Accumulated Amertization
Balance at beginning of year 3,648,330 430,020
Amortization . 10 6,175,342 3,218,310
Balance at end of year 9,823,672 3,648,330
Carrying Amount ' 263,531,693 237,802,687

Electricity deposits pertain to noninterest-bearing refundable deposits to various electric
companies. These will be refunded upon termination of the contract.

The Company has refundable cash bonds amounting to 283.4 million. These refer to payments
made to the Bureau of Customs {BOC) for the release of imported goods purchased by the'Parenj.
Company with no established and published values covering importations as required in Republic
Act No. 8181, Transaction Value Act. The amount of cash bonds to be paid by the Parent Company
is determined by the BOC. The amount is refundable once the correct dutiable value or values for
the importation have been established. As at Decernber 31, 2018 and 2017, the refund of cash
bonds is still pending with the BOC. Consequently, this has been fully provided with allowance.
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12. Trade and Other Payabies
Details of this account are as foilows:

Note 2018 2017

Trade: ‘ .
Third parties : B2,625,936,351 £2,482,513,704
Related partiss b1 I 142,377,958 72,388,734
Nonirade: :
Third pariies ' 526,656,475 173,041,748
Related partias 20 . 534,404 64,791,264
Accrued sxpenses:
Rent i9 104,857,248 45,418,543
Salaries and wages ' 88,432,395 3,787,185
Outside services | 35,458,506 213,029,431
Utilities : 9,561,142 13,548,631
Trucking senvices 1,342 280 43,147,511
Others ~ 24,372,855 21,242,635
Advances from customers 286,983,544 227,261,002
Due to Parent Company 20 - 22,084,182
Others : 153,576,854 57,058,801

$4,0031,006,864 23,491,311,355

Trade payabies and accrued expenses are generally setiled in varying periods depending on
arrangement with suppliess, normally within 3050 90 days.

Nonirade payables periain {o unpaid advertising and’ promotions, rent, utilities, construction arnd
transportation and fravei, wwhich are pavabie inthe succeading month

Accrued expensas are pavable in the succeeding month.

‘Advances from customers perizin to psyments and deposits made by the customnerss, which ars
refundable.

Others perizin o unearned revenue on jovally program, unredesemed giit ceriificates, saleriss

payzble, withholding ‘-;axesf and stafuiory obligalions.

. Long-term Debt

P
w

Detzils of long-term debt are as follows:

Quistanding Baiancs

Terms Principat 2018

2017
loani Lump sum paymsnt in August 2021 £215,006,000 £10,005 225,605,005
toan2 Lump sum payment in August 2021 170,000,000 10,065 25,000,800
loan3 Lump sum payment in june 2022 188,481,539 - 198,461,532
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Outstanding Balance

Terms ' Principal 2018 . 2017
Loan 4 Quarterly instaliment payment until o

March 2020 £320,000,000 8- 100,000,200

loan5 Monthly instaliment payment until o L
March 2018 _ 100,000,000 - 55,000,000
. . 8998,461,539 20,000 403,461,535
Current portion ) ' - {155,000,000)
Noncurrent portion f : R20,000 R248,461,339

The loans bear interest ranging from 2.25% to 5.75% in 2018 and 2017.

Interest expense is summarized beiow:

2018 2017 2016
Long-term debt " 2,345,308 215,168,951 820,169,546
Short-term debt : : - . 6,624,559 10,070,282

£2,345,308 821,793,510 230,239,828

As at December 31, 2018 and’ 2017, certain loans are collateralized by the Parent Company’s
property and equipment and investmenit properties aggragating 2564.0 million and £1,149.3 miliion,
respectively (see'Note 20).: :

The maturities of the long-term debt are as foilows:

, . 2018 2017
Less than one year B- 2155,000,000 °
Between one to two years . ‘ - 50,000,000
Between two to five years ’ 20,0600 198,461,539

. #20,000 2403,461,539

The Company paid in advarice iong-term debt amounting to 2248.4:million in 2018.

Changes in the liabilities arising from financing activities for 2018 are as follows:

2018
. : ___Long-term Debt Interest Payable
Balance at beginning of year ‘ B403,461,539 £228,890
Payments (403,441,539) {2,574,163) .
interest expense : , _ o - 2,345,308

Balance at end of year ! . B20,000 B35



2017
A Short-term Debt  Long-term Debt Interest Payable
Balance at beginning of year B445,000,000 8927,820,513 2-
Payments ' {445,0600,000) (722,820,513) (21,292,833}
Proceeds - 198,461,539 -
Interest expense - - 21,793,510
Balance at end of year: P— 2403,461,539 £8500,677

There are no noncash transactions arising frem these liabilities.

14,

Retirement Benefits

The Company is a participant of

Parent Company and anotber related party. The plan is non
benefit equal to 100% of Plan Salary for gvery vear of

the Wiicon Depot Multiemployer Retirement Plan together with the
-contributory and provides a retirenient
credited service.

The plan is exposed to interest rate risks and changes in the life expectancy of qualified emplovaes
but is not exposed to significant concentrations of risk on the pian assets.

Actuarial valuations are méde pericdically to update the retirement benefit liability and the amc:
of contributions. The lates? actuarial valuation report was dated as at December 31, 2018.

Details of retirement benefits are as foliows:

2618 ] 2017 2016

Current service cost R185,389,341 £15,913,503 829,745,363

Interest expense 10,435,646 19,277,579 -

interest income {3,903,698) (1,173,754) -
23,821,289 234,017,328 229,745,363 .

The cumulative remeasurement gain (loss) recognized in other comprehensive income foliows:

2018
Cumulative
Remeasurement Deferred Tax
Gain {Loss) {see Note 18) Net
Balance at beginning of year £251,691,852 (R75,507,555)  R176,184,297
Remeasurement gain {4,761) 1,428 (3,333)
Balance at end of year B251,687,091 {R75,506,127) P176,180,964
2017
Cumulative
Remeasurement Deferred Tax
Gain {Loss) (see Note 18) Net
Balance at beginning of year (R13,771,893) - 84,131,568 (R9,640,325)
Remeasurement gain 265,463,745 (79,639,123) 185,824,622
Balance at end of year £251,692,852 (R75,507,555) 176,184,297
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The amounts of net retirement lizbility recognized in the statements of financiai position are as
iollows:

2018 2017
Present value of the obligation : o £200,113,371  ®183,081,500
Fair value of plan assets ‘ 81,685,536 50,545,789

118,427,835 2132,535,711

The changes in the present value of the defined benefit obligation are as follows:

2018 2017
Balance at beginning of year R183,081,500  2414,571,587
Current service cost 16,989,341 15,813,503
interest expense ' 10,435,646 19,277,579
Remeasurement gain {8,639,470) {266,575,749)
Benefits paid {1,753,646) (105,420)
Balance at end of year , £200,113,371 2183,081,500

The changes in the fair value of plan assets are presented below:

2018 2017
Balance at beginning of year R50,545,789 2—
Contributions : © 37,633,926 28,399,857
Remeasurement loss . , {8,644,231) (1,112,004)
Interest income : 3,903,698 1,173,754
Benefits paid (1,753,646) -
Transfer from Parent Company - 22,084,182
Balance at end of year . B81,685,536 850,545,789

Details of plan assets are as follows:

Unit investment trust funds 72.07%
Mutual funds 19.59%
Others 8.34%
Balance at end of year 100.00%

The principal actuarial assumptions used to determine the retirement liability are as follows:

2018 2017
Discount rate : . 7.53% 5.70%
Annua! salary increase rate - 4.00% 4.00%
Sensitivity analysis on retirement liability is as folloWs:
Basis Points Amount
Discount rate ‘ +100 (R22,478,933)
-100 27,490,621
Salary rate +100 28,225,083

-100 (23,369,424}
Turnover rate - 40,468,01¢
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&t December 31, 2018, the expecied future benefits pavments:are as follows:

Year ‘ : Amcunt
2019 : 246,178,066
2020 ~ 2,284,785
2021 5,661,804
2022 10,288,937
202 : 3.712,804
2024 to 2028 v 56,200,465

2324326,861

15, Eguity

Detalls of capital stock are as follow:

- 2018 20237 015
Number of ‘Numbar of Number of
Shares Amount Sharss Amount Shazes Amaun
Auhorized - at P12 share .
Balznce & beginning of year . 5£80,006,602 23000400650  5,000.600.000 #3,020,000,000 200,000,000 2280,6:.0C5
increase : - -~ - . . - 4800000055 4,800,05L,C58
Balance at end cf year 5500006000 ES000,00,050. 5,000000,000  F5,000,000000 S.O00000,0CC  95,008,000,600
issued and outstanding; : :
Ealance &t beginsing of yesr %,058,7245,126 =£,0892,724316 2,70588:17,515 R2,703817,516 S0,€00,080
ssuances ‘ - ~ _ %,3835053C0 1393806,200  3,5558:7.918 7,
8zlance at end of year : 3095,724316  R4,099,724,338 4,089,724,216 R4,099,724,13€  2,705817,915 R2,705,817.9i6

On Riarch 31, 2017, the i 383,906,200 common shares of the Company were listed in the 55
oifer price of B5.05 = ?‘a;'e (se= Note 1). Net proceeds from the 1?0 amountad to §6,745.3;
net of oifer expenses of 8289.3 million. The Company incurred transactzon costs incidentai to ?e ide;
amounting to £271.6 million, which was charged agzinst additional paid-in capital and other offer
expenses charged to prorst or loss amounting tc 2183 million. Net additional paid-in capita!
amounted to 85,373.7 million.

On day 3, 2018, the Company’s BOD approved the declaration of a regular cash dividend o
#0.08 per share and a special cash dividend of 20.03 pe; r share, or g totel of P0.21 per shere equivaisnt
o 2451.0 miflion to stockholders on record date of May 24, 2018 and payment date of june 8, 2618

83.11 persharsand a spacial cash dividend of 20.05 pe; share, or a fotsf of 20.16 per share squivaient
to £656.0 million to socxhoiders on record date of March 22, 2019 and payment daie of

On March 6, 2018, the Company’s BOD approves the deciaration of a regular cash d‘viae"” of

-:".

‘Aprif 16, 2019.



16. Operating Expenses

Details of this account areias follows:

Note 2018 2017 2016
Rent ' 19 £919,910,158 2780,737,052 £502,084,353
Salaries, wages and employee ‘
benefits : 830,904,777 643,369,575 506,252,325
Outsourced services 768,736,714 711,320,626 395,207,263
Trucking services 473,945,501 351,607,772 192,066,482
Utilities 436,646,588 331,922,472 258,233,463
Taxes and licenses '181,280,353 162,320,458 115,227,877
Credit card charges 173,251,280 149,839,772 98,176,655
Depreciation and amortization i0 164,851,981 104,325,305 62,714,607
Supplies f 117,998,573 86,810,376 35,583,211
Advertising and promations 104,360,976 100,806,258 42,734,794
Repairs and maintenance 86,825,007 © 56,257,962 33,054,248
Postage, telephone and telegraph 30,639,152 27,983,000 17,971,279
Professional fees : 18,220,905 17,841,741 5,573,013
Transportation and travel 17,636,608 17,309,280 6,642,676
Donations and contributions 131,318,431 22,600,054 5,604,097
Others ' 83,025,879 30,636,931 8,868,803

R4,426,552,891 £3,595,688,634 R2,286,996,656

ther expenses include director’s fee, fuel & oil, net provision (reversal of allowance) for
impairment losses on receivables and other cperating costs. .

ot
~4

. Other Income

Details of this account are as follow:

Note 2018 2017 2016

Interest : 5 R184,531,047  £115,788,780 R668,432
Rent 1S 20,147,518 17,311,963 5,768,648
Others 144,793,875 52,245,073 27,226,012
B359,472,440 £185,345,816 233,663,092,

Rent income pertzins to lease of gondola lightings, facade billboards, window displays and street
banners. » ’

Other income includes amounts charged to and from the suppliers for the use of billboards and
signages, office supplies,: marketing support for new stores from the suppliers and other
reimbursable costs.



18. Income Tax

The current income tax expense in 2018 and 2017 represents regular corporate income :ax.
The Company will be subject to minimum corporate income tax in the taxable year 2019, which is
the fourth taxable year in‘ixmediateiy following the year of the Company’s registration with the BIR
on December 17, 2015. '

The reconciliation between income tax expense at statutory tax rate and income tax expense

presented in the statements of comprehensive income is as follows:

: 2013 2017 2016
income tax expense at statutory rate R761,902,160  £550,132,743 304,607,193
Income tax effects of: o
Interest income already subjected :
to final tax : {58,359,314) (34,736,634) {200,530)
Nondeductible interest expense 793,592 6,538,053 82,718
Other nondeductible expense 15,044 - C—
Effect of net assets transferred - - (174,032,434)
Offer expenses ; - (80,198,460) {1,876,545)
Derecognition of deferred tax assets ‘
resulting from retiremeént plan assets -
transferred : - 6,625,255 -
: R704,261,482 2448, 360,957 2128,580,002
Net deferred tax assets relate to the tax effect of the temporary differences as follows:
2018 2027
Deferred tax assets: )
Allowance for inventory write-down and losses B39,247,964 £39,247,964
Retirement liability - 35,528,351 39,760,733
Accrued rent on straighit-line basis 28,788,008 12,043,426
Allowance for impairment of refundable cash bonds 25,022,980 25,022,920
Allowance for impairmjent losses on receivables 19,090,999 11,214,638
Unearned revenue from loyalty program 17,633,245 11,817,458
- ' 165,311,547 139,107,289
Deferred tax liabilities:
Advance rent (23,324,851) (23,324,831)
Prepaid taxes _, (4,460,364) -
Unrealized foreign exchange gain {6,139) (1,087)
! {27,791,854) {23,325,948)
2137,519,693 2115,781,341
The presentation of net deferred tax assets ! iiabiiities) are as follows:
- Note 2018 2017
Through profit or loss . ' 213,025,820 £191,288,856
Through other comprehensive income 14 (75,506,127) (75,507,555)
' ' R137,519,693  2115,781,331

!



19. Commitments and Contingencies

Lease Agreements

The Company as a Lessee ‘

The Company has various lease agreements with the related parties and third parties for the use of
land, buildings, transportation equipment znd computer software:for 2 pericd of one to 15 years.
These leases are renewable upon mutuai agreement. The annual rent is subject to escalation.

Security deposits amountéd to 2103.6 miliion and 2112.2 million as at December 31, 2018 and 2017,
respectively (see Note 11). Advance rent amounted to 254.9 million and 877.7 million as at
December 31, 2018 and 2017, respectively (see Noie 131). Accrued rent as at December 31, 2018
and 2017 amounted to £104.9 million and R49.4 miilion, respectively (see Note 12).

Rent expense amounted 0 8919.9 million, 8780.7 million and 2502.1 million in 2018, 2017 and
2016, respectively (see Note 16).

Future minimum rent payments under operating lease are as follows:

2018 2017
Within one year ' 8532,328,641 8774,251,249
After one year but not more than five vears 849,830,332 758,035,536
More than five years , 1,028,895,858 731,410,419

R2,411,054,831 R2,264,597,204

The Company as a Lessor ‘
- The Company has existing lease agreements on commerciai spaces, gondola lightings, facsce
biltboards, window displays and street banners with lease terms of less than a year. The leases ‘are
renewable upon mutual agreement by the parties. ’

.4

Rent income amounted to 220.12 mi}iiors, £17.3 million and 25.8 million in 2018, 2017 and 2C1s,
respectively, (see Note 17). Rent receivables amounted tc 83.7 million and 2.9 million as =t
December 31, 2018 and 2017, respectively {see Note 7).

Agreement with Importing Suppliers

Purchases from certain importing suppliers are subject to rebates based on certain percentage of
sales from goods purchased. Rebates from importing suppliers amounted to ®106.2 million and
£940.0 million in 2018 and 2017, respectively. ‘

Contingencies

The Company is a party to certain lawsuits or claims from the normal course of business.
The Company and its legal counsel believe that &ny eventual liabilities under these lawsuits or claims
will not have a material effect on the financial statements, '

Accordingly, no provision or probabie fosses arising from legai contingencies was recognized in the
financial statements as at December 31, 2018 and 2017.
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20. Related Party Transactions and Balances

The Company, in the normal course of business, has various transactions and baiances with its
related parties, as described below. '

Purchases Amounts .
‘Revenue from from Related Owed by Amounts Owed 0
Related Party Year, Related Parties Parties . Related Parties  Related Parties
Parent Company ‘2018 R1,481,307 £522,392,993 #1312,001,511 R10,657,818
12017 9,262,833 458,272,214 108,366,402 72,847,581
Entities under Common 2018 27,614,201 1,062,552,864 . 85,009,911 225,799,020
Control 2017 27,553,319 977,712,798 108,298,232 96,290,571
Stockholders 2018 1,628,245 16,111,462 1,800,315 -
2017 1,776,012 14,347,525 633,515 -
2018 830,723,343 ' #1,601,097,319 - R1S8,811,737 236,456,338
2017 38,592,164 1,460,332,537 217,298,149 169,138,552

Amounts owed by related parties consist mainly of trade and other receivables amounting to
217.5 million and £93.3 rrii!lion as at December 31, 2018 and 2017, respectively (see Note 7) and
security deposits and advance rent (included as part of “Other current assets” or “Other noncurrent
assets”) aggregating 2181.3 million and 2124.0 million as at December 31, 2018 and 2017,
respectively. No impairrﬁuent loss was recognized on trade and other receivables and security
deposits in 2018, 2017 and 2016.

Amounts owed to related parties consist of trade and other payables aggregating 2236.5 million znd
£165.1 million as at Decemiber 31, 2018 and 2017, respectively (see Note 12).

The following are the significant related party transactions of the Company:
a. The Parent Company transferred retirement plan assets amounting to 222.1 million in 2017.

b. Purchases and sales of goods and services with Parent ‘Company and entities under common
control.

Purchases of goods and services from related parties aggregated B 745.7 million and
£757.2 million in 2018 and 2017, respeciively.

Sale of goods and services to related parties aggregated £30.7 million and 238.6 million in 2018
and 2017, respectively. :

¢. Cash advances for working capitai requirement and reimbursable certain expenses mainly
pertain to power and electricity, water, postage, telephone and telegraph. Reimbursement of’

certain expenses from rrelated parties armounted to 59.5 million and £65.3 million in 2018 and
2017, respectively.

d. Lease agreements with the Parent Company and related parties for the use of land, buildings,
transportation equipment and computer software for a period of one to 15 years (see Note 19).

Rent expenses from reiated parties amounted to £791.9 million and £637.8 million in 2018 znd”
2017, respectively. ' ‘



Compernsation of key management persennel by benefit type, are as follows:

2518 2017 2616
Shori-term employee benefits 57,540,177 , .247;849,337 828,563,361
Retirement benefits 2234932 3,077,046 2,078,114

1
P59,875,085  $50,926,583 231,042,475

oot

[\

. Earnings per Share

Basic and dilutive @arnings per share ware computed as follows:

2018 2017 2018

Net income P1,235412,385 R1,385414,852 £885,777,30%
Divided by the waighted aversge :

nurberof outstanding shares 4098,724,336  3,751,247,565 2,041,863 437

‘ B3.45 £0.37 " Bo.43

N

Finandial Risk Management Objectives aad Polides

The Company's financial instruments consist of cash and cash equivaients, shortterm investments,

- trade and other receivabies {excluding advances to sixp_cﬁers}, trade and other payebies {excluding
statutory Habtlities, unredeemed gift certificates and unearned revenusj, financial asset at FVOC;,
security, electricity and container deposits, refundable cash. bonds and shost-term and fong-term
debt. The main purpose of these financis! instruments is to fund the Company’s operztions.

The Company is exposad e a variety of financiai risks which resasj!‘:: from both s operating and
investing activities. The Company’s risk management is coordinated with the BOD, and focuses on
actively securing the Company’s short to medium-term cash flows ‘by minimizing the exgosure tc
financial market.

The main financial risks arising from the financial instrumants are credit risk, fiquidity risk and inferes:
rate risk. The BOD regularly reviews and approves the appropriate policies for menaging these
inancial risks, as summarized below.

ol

Credit Risk. Creditrisk is the risk thet the Company will incur s loss bé@use its counterpartias fail 1o
discharge their contractua! obligations. Receivabies zre monitored 'on an on-going basis with the
resuit that the Company’s exposure to possible losses is not significant.
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ximum credit risk is =quai to the gross amount of these | msm.mers as follows:

2038 2017
Cash in banks and cash squivalents £2,833275,239 #3,009,35 0,558
Short-term investments ‘ - 600,582,715
Trade and other recefvabies® 389,286,308 433,581,453
Container deposits : 8,030,715 8,037.715
Financial asset at FvOC 2,586,723,106 2,865,845 520
Security deposits 182,587,633 112,291,581
Electricity deposits 47,818,240 38,938,404
Refundsble cash bonds 83,403,934 83,408,534
’ £6,292,134,464  B7,280,045,588
*Excluding advances 1o Surpliers amounting tc £305.4 mifiion crid £155.8 mitlion cs 6t December 32, 2028 gnd 262 7, respectivelsy,
The Company does not have major concentration of credit risk.
The table below summarizes the Company’s financial assets based on aging:
2018
Nejther Past Past Sue but nct inpaired
Due Ner iass than One Year Past Due and
impaired £ne Year and Cver impsired Tota)
Cash in banks and cash ,
equivalents ; 82,833,278,275 2 B- B- 22,833,779,238
Trade and other racefvablei® 131,625,248 47,868,173 65,551,092 63,449,356 :9",285,9@9
Container depesits 8,020,715 - - - - 8,013,735
Financial asset at FVQCH 2,806,723,108 - - - 2,806.723,i05
Security deposits 103,387,831 - - - 103,587,531
Slectricity deposits 47,818,945 = - - 47,813,045
Refungabie cash bonds - - - 83,408,834 83,408,534
£6,030,843,358 P47,866,173 .P56,551,092  £346,859,33C 85,252,332 565
“Excluding cdvences to suppliers amourting £o R305.4 mitlion.
2017
Neither Past Past Due but not Impaired
BSus Nor Less than Gne Year Past Bue and
impaired One Year and Gver impairad Touwa!
Casit in banks and cash
eguivsients £3,008,360,558 B 2 B~ $3.058.356,35¢
Short-term investments 600,580,715 - - - 500,586,735
Trade and other :ece:eab!es* 184,264,614 103,984,270 106,970,452 37,382,126 432,381,483
Centainer deposits 8,037,733 - - - 8,037,735
AFS finandial 2sset 2,855,246 620 ~ - - 2,938345830
Security depesits 132,393,381 - - - 132387187
Electricity deposits 35,938,404 - - - 38, &
Reiundable cash bonds ! - . — - 83,402,934 83,40
86,548,319,807  2103,364,270  £106,970,251 F120,792,0680 £7,28G,03€,588

*Excluding advances to s:.pp!sers armountitig & 2155.2 million.

due but not xmpaxred” are items with history
il collectible.

f frequent defaults, nievertheless, the amounts

4
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The table below shows the credit quality of the Company’s financial assets that are neither past due
nor impaired based on their historical experience with the counter parties.

. 2018
High Grade Standard Grade  Substandard Grade Total
Cash in banks and cash ’ '
equivalents R2,833,278,229 B- B- ®2,833,279,229
Trade and other receivables™ - 131,426,248 - 131,426,248
Container deposits - - 8,010,715 8,010,715
Financial asset at FVOC! 2,306,721,106 - - 2,906,721,106
Security deposits - 103,587,631 - 103,587,631
Electricity deposits - 47,818,940 - 47,318,940
R5,740,000,335 P282,832,819 - 28,010,715 #6,030,843,869
* Excluding advences to suppliers ornounting to #305.4 million. '
2017 L
High Grade Standard Grade . Substandard Grade Total ‘
Cash in banks and cash
equivalents #3,009,360,558 P R=— 23,009,350,558
Short-term investments 600,580,715 - - 600,580,715
Trade and other receivables* - 184,264,614 - 184,264,614
Container deposits - - 8,037,715 8,037,715
AFS financial asset 2,996,946,62C - - 2,996,946,620
Security deposits - 112,193,281 - 112,193,181
Electricity deposits - 36,838,404 - 36,938,404
®6,606,887,8923 £333,394,199 #8,037,715 £6,948,319,807

*Excluding advances to suppliers amounting to R156.8 miilion.

High grade receivables pertain to those receivables from counter parties that consistently. pay
before the maturity date.' Standard grade includes receivables that are collected on their due cates
even without an effort from the Company to follow them up while receivables which are coliected
on their due dates provided that the Company made a persistent effort to collect them are included

under substandard grade receivables.

Liquidity Risk. Liquidity risk is the risk that the Cempany will not be able to settle its obligations
when these fall due. The Company monitors and maintains a level of cash deemed adequate by the
management to finance the Company’s operations and mitigate the effects of fluctuations in zash

flows.

The table below summarizes the maturity profile of the Company’s financial liabilities basez op

contractual undiscounted payments.

2018
More than Three  More than One
Within Three Months to Year but less
On Demand Months One Year than Five Years Total
Trade and other payables* B-  13,851,161,210 45,603,626 B-  P3,896,765,436
Long-term debt - - = - 20,000 20,300
#- - R®3,851,161,810 . R45,603,626 R20,000 ®3,896,785,436

*Excluding statutory liobilities, unredeemed gift certificates anc unearned revenue aggregating R104.3 million.
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2017
"More than Three More than One
© Within Three Montiis to Year but less
. On.Demand Mionths " OneYear than Five Years Total
Trade and other payables* 8- | R3221,247,380 . 2180,915,692 2 23,402,163,074
Long-term debt —. 55,000,000 . 100,000.000 248,461,539 403,461,538
’ £— 23,276,247,380 £280,915,694 248,461,539 #3,805,624,513 ¢

M B
*Excluding stotutory liabilities, unredeemed gift certificates and Unecrned reventie oaggregating 889.1 million.

As at December 31, 2018 and 2017, Company’s cash and cash equwalems aggregate 22,842.1 miilion
and 83,016.8 million, respectively. The Company’s cash and cash equivalents resulting from the net
cash flows from operating and financing activities are sufficient to cover payments due on its
financial liabilities and the: icost of ell firm orders due in the next financial year.

Interest Rate Risk. Interest rate risk pertains to the fluctuations ininterest of cash in banks and cash
equivalent, short-term investments and financial assets at FVOCI. The interest rates on these assets
are disclosed in Notes 5 and 6. The Comnpany regularly monitors interest rate movements and on the
basis of current and projected economic and menetary data, decides on the best alternative to tzke.

The primary measure of fhe Company’s interest rate risk i$ the duration of its financial assets. It
quantifies the effect of changes in interest rates in the value of fixed income securities. The Iorger
the duration, the more sensitive it sheuid be to changes in interest rates.

The following table illustrates the sensitivity of the Company’s profit or loss to a reasonably pos;.ble
change in the interest rates of its cash in banks and cash equivalents, short-term investments and
financial asset at FVOC! with all other variabies held constant.

2018 . 2017 ‘

Effect on Profit Effect on Profit

% - or Loss +/-% or Loss

Cash equivalents 0.30% B376,127 0.79% R506,509
Financial asset at FYOCI oo 0.03% . 43,633 0.19% 237,696
Shori-term investments - : - - 0.79% 130,433

The changes in interest rates used in the analysis of cash equivalents, short-term investments and
financial assets at FVOCI are based on the sverage volatility in interest rates of the said investments
in the past 12 months.

Capital Management

The Company monitors itsdebt-to—equiéy ratio.

The primary objective of the Company’s management is to ensure that it maintains 3 strong cradit
rating and healthy capital ratios in order to support its business and maximize sharehclder value.

The debt-to-equity ratio is.as follows:

2018 2017
Total debt : 84,289,712,504 24,106,197,280 .
Total equity : 13,212,469,249 11,918,255,363 ¢

Debt-to-equity o 0.32:1 0.34:1




Equity includes capitat stock, acidh.so

earnings.

paid-in capital, othier comprehensive income and retained

[

- Fair Vaiue of Financial Inswuments

Thetable below presentsia comparison by ¢ tegOi"y of carrymg amounis and fair values of the financia;

instruments:
2518 2017
Carrying Amoun’ FairVaiue  Camying Amount Fair Vaiue

Finandal Asssts ‘

Cash and cash equivaients £2,842 873,524 F£2,892 073524 '£3,016,815,150 £3,015,81%,13¢
Short-term investmeants - ‘ - 800,580,715 800,385,715
"Trade and other recefvables® 245,837,513 265,837,513 395,183,335 385,188.333
Container depasits &8i5,T15 8,918,735 8,037,7i5 8,037,713
Financial asset at FVOCi/ .

AFS financiai asset 2,208,725, ,_BS 2,808,721,198 2,996,946,620 2,886,545,82¢
Security deposits 302557821 88,232,771 132,163,182 S$5,543.734
Eiectriciy deposits 27,818,945 |&7,828,94G 36,838,404 36,938,404

86,3154,045.42¢9 86,236,860,565 87,266,709,120 87,154,083,183
Finznciai LiabifiSes ' :
Trade 2nd other payabies™ £3,895,755,436 ,-3,895,765,536 23,402,163,074 22 402,163,074
iong-term debt : 20,059 20,800 403,463,53% 403,453 532
£3,858,785,435 £3,856,785,436 £3,805,524,613 23,805,62£,€13

*Excluding cdvences 36 suppliessiGmounting o 8305.4 million ond 2256.3 sniflion s ot December 53, 2013 and 2017, raspectivsiyv, .
“*Excluding statutory iabitities, unredeemed gift cortificates Gnd unecrned revenie cagregmg R304.3 miifion ond F8S.3 miijon os or
Decermber 31, 2018 and, 2017, rapec:ve!/

The foilowing methods and assum;mo* 2re used o estimate the fair value of each class of vTEE““"*c.

struments:

Cash end Cash Equivaients, Shori-term Investments, Trade end Other Receivables, Container Depasits,
Refundabie Cosh Bonds, Short-term Debt and Trade and Other Payables. The carrying amountis of
cash and cash equivaients, shori-term investments, trade and other ; receivables, coniainer c'-:-ﬁcs.:w.s,
short-term debt, and trade and other payables appmxzrxate their fair values pn...amv due o the
reistively shori-term matirity of these financial instruments. Coniainer depositsare u i

der ieyei ;‘ (o5
the feir value measurements hierarchy Tor financisl instruments.

rinancial Asset et FYOCI/AFS Financial Asset. The fair value of financial asset at FYOCH which
represents investment in retail treasury bonds is estimated by reference to directly observabie inputs
the end of the reporting period and is categorized as tevei 2.

(]

m
Iz

Security Deposits.
future cash flows. These are categorized under teval 2 of th
! instruments.

Fair vaiues of security deposits are based on the present value of the expscted
2 fair value measurements hisrarchy for
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Electricity Deposits. Management estimates that the carrymg amoum of the eleciricity deposiis
approximate their fair values: These are categorized under Eevel 21 iof the fair value measurements
hierarchy for financial mstifuments

Long-term Debt. The carrying amount of long-term debt- approxsmates its fair value because the
interest rate that it carries: approximates the interest rate for comparable instrument in the market.

in 2018 and 2017, there were no transfers among Level 1, _evel 2 and level 3 fair’ value,
measurements.
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REPORT OF iWDEPENDENT AUDITORS
TO ACCOMPANY FINANCIAL STATEMENTS FOR FILING WITH THE
' SECURITIES AND EXCHANGE COMMISSION

The Stockholders and the Board of Directors
WILCON DEPOT, INC.

Doing Business under the Name and Style of
WILCON DEPOT and WILCON HOME ESSENTIALS
No. 50 E. Rodriguez Jr. Avenue

Brgy. Ugong Norte, Quezon City,

We have audited the accompanying financial statements of WILCON DEPOT, INC. Doing Business under
the Name and Style of WILCON DEPOT and WILCON HOME ESSENTIALS (the Company), a subsidiary of
WILCON CORPORATION Doing Business under the Name and Style of WILCON CITY CENTER, as at and for
the years ended December 31, 2018 and 2017, on which we have rendered our report dated March 6,
2019.

:

in compliance with Securities Regulation Code Rule 68, as amended, we are stating that the Company has
151 stockholders owning 100 or more shares.

REYES TACANDONG & CO.

‘-!AVDtE M. REYES

Partner

CPA Certificate No. 83522

Tax Identification No. 102-095-265-000

BOA Accreditation No. 4782; Valid until August 15, 2021

SEC Accreditation No. 0663-AR-3 Group A
Valid until August 30, 2020

2IR Accreditation No. 08-005144-006:2017
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March 6, 2019
Makati City, Metro Manila
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REPORT OF INDEPENDENT AUDITORS
ON SUPPLEMENTARY SCHEDULE

The Stockholders and the Board of Directors
WILCON DEPOT, INC.

Doing Business under the Name and Style of
WILCON DEPOT AND WILCON HOME ESSENTIALS
No. S0 E. Rodriguez Jr. Avenue

Brgy. Ugong Norte, Quezon City

We have audited in accordance with Philippine- Standards in Auditing, the' financial statements of WILCON
DEFOT, INC. Doing Business under the Name and Style of WILCON DEPOT.and WILCON HOME ESSENTIALS
{the Company) as at December 31, 2018 and 2017 and for the years ended December 31, 2018, 2017 and 2C16,
and-have issued our report thereon dated March 6, 2018. Our audits were made for the purpose of forming an
opinion on the basic financial statements taken as a whole. The accompanying Supplementary Schedules for
sutzmission to the Securities and Exchange Commission are the responsibility of the Company’s management.

These supplementary schedules include the foliowing:

o Schedule of Retained Earnings Available for Dividend Declaration for the year ended December 31, 2018

e Schedules Required under Annex 68-E of Securities Regulation Code (SRC) Rule 68 as at and for the vear
ended December 31, 2018

¢ Corporate Structure as at December 31, 2018

o  Schedule of Application of Proceeds from [nitial Public Offering as at December 31, 2018

e  Schedule of Financiai Soundness Indicators as at and for the years ended December 31, 2018 and 2017.

e Schedule of Adoption of Effective Accounting Standards and Interpretations as at December 31, 2018

The supplementary schedules are presented for purposes of complying with SRC Rule 68, and are not part of the
basic financial statements. The supplementary schedules have been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, fairly state, in all material respects, the
financial data required-to be set forth therein'in relation to the basic financial statements taken as a whole.

REYES TACANDONG & CO. ‘

Pledl g

HAYDEE M. REYES

Partner

CP£. Certificate No. 83522

Tax .dentification No. 102-095-265-000

BOA Accreditation No. 4782; Valid until August 15, 2021

SEC Accreditation No. 0663-AR-3 Group A
Valid until August 30, 2020

BIR Accreditation No. 08-005144-006-2017
Valid until January 13, 2020

PTK No. 7334335 )
Issued January 3, 2019, Makati City

March 6, 2019
Ma<ati City, Metro Manila

{G UNDERSTOOD LEE 2

NN =

Reyes Tacandong & Co. is 3 member of the RSM network. Each member of the RSM network is an independent 2ccouniing and con‘suking firm, and practices in its own right. The RS* nefwor: ¢
"ot 1iself 2 ssparate legal entity of any description in 2ny jurisdiction.



WILCON DEP eNC
Doing Business under the Name and Style of
WILCON DEPOT AND WILCON HOME ESSENTIALS

(A Subsidiary of WILCON CORPORATION
Doing Business under the Name and Style of WILCON CITY CENTER)

SUPPLEMENTARY SCHEDULE OF RETAINED EARNINGS

AVAILABLE FOR DIVIDEND DECLARATION
FOR THE YEAR ENDED DECEMBER 31, 2018

Retained earnings at beginning of year as shown in the fi nancial statementa £2,271,661,903
Net income during the year closed to retained earnings 1,835,412,386
Dividends declared during the year ' (450,969,653)
Ceferred tax assets related to t temporary differences that flow through'

profit or loss (213,025,820)
Retained earnings as at end of year available for dividend declaration 23,443,078,816
Reconciliation v
Retained edrnings at end of year as shown in the financiai statements £3,656,104,636

Deferred tax assets related to temporary differences that fiow through :
profit or loss (213,025,820)

Retained earnings as at end of year available for dividend declaration . 23,443,078,816




WILCON DEPOT, INC.
Doing Business under the Name and Style of
WILCON DEPOT AND WILCON HOME ESSENTIALS
{A Subsidiary of WILCON CORPORATION
Doing Business under the Name and Style of WILCON €ITY CENTER)

SCHEDULES REQUIRED UNDER ANNEX 63-E OF SECURITIES REGULATION CODE RULE 68

AS AT AND FOR THE YEAR ENDED DECEMBER 31, 2018

Table of Contents

Schedule Description
A Financial Assets
B Amounts Receivable from Directors, Officers, Employees, Related Parties,

and Principal Stockholders (Other than Related Parties)

C Amounts Receivable from Related Parties which are eliminated during the
consolidation of the financia! statements

D Intangible Assets - Other Assets

E - Long-term Debt

F Indebtedness to Related Parties (Long-Term Loans from Related
Companies)

G Guarantees of Securities of Other Issuers

H Capital Stock

N/A - Not applicable

Page

N/A

N/A

N/A



WILCON DEPOT, INC,

Doing Business under the Name andiStyle of
WILCON DEPOT AND WiLCON HOME ESSENTIALS

Doing Business under the Name and Sivle of WILCON CITY CENTER}

{A Subsidiary of WiLCON CORPORATION

SCHEDULE &

FINAMNCIAL ASSETS
DECEMIBER 24, Zp3R
Amounis in Thousands

Numberof  Amount Shown
Shares or Principal in the Statementof  Income Received
_ Description . Amount of Bonds  Financial Position and Accrued
Cash in-Banks
3anco de Oro {BDO) - £333,150 2545
Philippine National Bank {PNB) - 139,138 &7
Metropolitan Bank and Trust Cormnpanies {MBTC) - 137,655 413
China Banking Corporation {CBC) - SC,316 55
3ank of the Philippine Isiand {BP}) - £3,456 187
Rizal Commercial Banking Corporation {RCBC) - 24,608 128
Asia United Bank (AUB) i - 8,905 23
Zastwest Banking Corporation {EBC) - ; 50 -
: 777,27S 1,427
Cash Eguivalents
TBC - 1,683,000 42,925
B8Pl - + 373,000 12,212
China Bank Savings, inc. {CBS) - - 16,186
Metrobank Card Corporation {MCC) - - 12,864
RCBC - - 5,237
First Metro Investrment Corporation (FMIC) - - 1,495
2,056,000 91,920
Short-term investiments
MCC - - 1,734
Trade and Other Receivables
Trade - 172,318 -
Rept - 3,713 -
Others - 68,806 -
- - 245,838 -
Financial asset at FVOCI
investment in Bonds - 2,908,721 98,450
Others* - 159,417 -
85,145,255 2164531

“Others pertain to container, security and electricity deposiss.
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WILCON DEPOT, INC.
Doing Business under the Mame and Style of

WILCON DEPOT AND ‘WiLCON HOME ESSENTIALS
(A Subsidiary of WILCON CORPORATION
Doing Business under the Name and Style of WILCON CITY CENTER)

CORPORATE STRUCTURE
DECEMBER 31, 2018

LIAM ROS HOLDINGS!iINC.

55%

WILCON CORPORATION
Doing Business uader the Name and Style of
WILCON CITY CENTER

65%

WILCON DEPOT, INC.
Doing Business under the Name and Style of
WILCON DEPOT AND WILCON HOME ESSENTIALS




WILCON DEPOT, INC. |
Doing Business under the Name and Style of

WILCON DEPOT and WILCON HOME ESSENTIALS
(A Subsidiary of WILCON CORPORATION:
Doing Business under the Name and Styie of WILCON CITY CENTER)

SUPPLEMENTARY SCHEDULE OF APPLICA?T!ON OF PROCEEDS FROM

INITIAL PUBLIC OFFERING
AS AT DECEMBER 31, 2018
__Estimiated Actual Balance
Gross Proceeds R7,032,226,310 R7,039,226,310 B
Offer Expenses (289,132,001)  {289,897,803) (765,802)
Net Proceeds 5,750,094,309 R6,749,328,507 (R765,802)

The actual offer expenses are less than the estimated amount. Accordingly,
proceeds amounting to 9.5 million to store network expansion based on the

Details of the estimated and actual application of the proceeds:

-

the Company allocated the
Prospectus.

Over (Under)

Estimated ‘ Actual

Gross Proceeds £7,039,226,310 R7,039,226,310 B~
Use of the Proceeds
Debt repayment 428,100,000 *428,100,000 -
General corporate purposes 200,000,000 :200,000,000 -
Store network expansion: 6',121,994,309 2,548,165,489 3,573,828,820

6,750,094,309  3;176,265,489  3,573,828,820
Ovfer Expenses 289,132,001 1289,897,803 (765,802)
Unapplied Proceeds _ B- P3/573,063,018 B3,573,063,013 '



WiLCON DEPOT, iNC,
Doing Business under the Mame and Sivie of
WILCON DEPOT AND WILCON HORME ESSENTIALS

{A Subsidiary of WILCON CORPGRATION
Doing Business under the Name and Styie of WILCON CTTY CENTER)

SCHEDULE OF FINANCIAL SOUNDNESS INDICATORS
AS AT AND FOR THE YEARS ENDED DECEMBER 31, 2018, 2017 AND 2016

2018 2017
Liguidity Ratio
Current ratio 2.73:1 3.15:3
Quick ratio 0.81:1 1.12:1
Solvency Ratio : :
Debt to equity ratio ' 0.32:1 0.34:31
rofitability Ratio

Return on assets 106.48% 8.65%
Return on equity : 13.89% 11.82%
Book value per share : 83.22 #2281
Gross margin : 31.38% 29.67%
Earnings before interest, tax, depreciation znd '

- amortization (EBITDA) margin f 12.86% 11.046%

Net income margin &.72% 7.81%



WILCON DEPOT, INC.

Doing Business under the Name and Sﬁ!e of
WILCON BDEPOT and WiILCON HOME ESSENTIALS

(A Subsidiary 6§ WiLCON CORFORATION:
Doing Business under the Name and Stvie of WiLCON CITY CENTER)

SUPPLEMENTARY SCHEDULE OF EADOPTION OF
EFFECTIVE ACCOUNTING STANDARDS AND INTERPRETATIONS

DECEMBER 31, 2018
i Not Not
Title Adopted Adopted-{ Applicabie"
Framework for the Preparation and Presentation of Financisi
Statements
Conceptual Framework Phase A: Objectives and qualitative characteristics v
PFRSs '»Practice Statement Management Commentary v
PFRSs Practice Statement 2: Making Materiality Judgements v
Philippine Financial Reporting Standards (PFRS)
: Not Not
?FRS Title Adopted Adopted | Applicabie
PFRS 1 (Revised) First-time Adoption of Philippine Financial Reporting v
Standards o
| Amendments to PFRS 1: Additional Exemptions for v
i First-time Adopters : :
Amendment to PFRS 1: Limited Exemption from
Comparative PFRS 7 Disclosures for First-time v
, Adopters
Amendments to PFRS 1: Severe Hyperinflation and v
Removal of Fixed Date for First-time Adopters
Amendments to PFRS 1: Government Loans v
j Amendments to PFRS 1: First-time Adoption of -
J' Philippine Financial Reporting’ Standards — Deletion of v
! , Short-term Exemption for First-time Adopters .
PERS 2 Share-based Payment » v
Amendments to PFRS 2: Vesting Conditions and ,
! Cancellations
| Amendments to PFRS 2: Group Cash-settled Share- v
i based Payment Transactions
; Amendments to PFRS 2: Classification and v

Measurement of Share-based Payment Transactions




Not Not

PFRS - Title . Adop ted Adopted Applicaiie

PFRS 3 (Revised) | Business Combinations ’ A _ : v

Amendment to PFRS 3: Accounting for Contingent v
Consideration in 2 Business Combination ‘

Amendment to PFRS 3: Scope Exceptions for joint v
Ventures - :

PFRS 4 Insurance Contracts

Amendments to PFRS 4: Financial Guaréntee Cdntracts

Amendments to PFRS 4: Applying PFRS 9, Financial v
Instruments with PFRS 4, lnsuranpe Contracts

Non-current Assets Held for Sale and Discontinued v

PFRS 5 .
S Operations

Amendment to PFRS 5: Changes in Methods of Disposal v

PFRS 6 Exploration for and Evaluation of Minieral Resources v

PFRS 7 { Financial Instruments: Disclosures v

Amendments to PFRS 7: Reclassification of Financial
Assets

Amendments to PERS 7: Reclassification of Finanéiai v
Assets - Effective Date and Transition

Amendments to PFRS 7: Improving Disclosures about
T Financial Instruments

Amendments to PFRS 7: Disclosures - Transfers of
Financial Assets :

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

Amendment to PFRS 7: Servicing Contracts v

{ Amendment to PFRS 7: Applicability of the .
Amendments to PFRS 7 to Condensed Interim Financial v
Statements , . .

PFRS 8 Operating Segments o v

Amendments to PFRS 8: Aggregation of Opéraﬁng ,
Segments .

Amendments to PFRS 8:Recpnciliation of fhe Totéi of
the Reportable Segments’ Assets to the Entity’s Assets

PFRS 9 Financial Instruments v

PFRS 10 Consolidated Financial Statements v




PFRS

Title

Adopted

Not
Adopted

Not
Applicable

Amendments to PFRS 10: Transition Guidahce

v

Amendments to PFRS 10: investment En.titie's

Vi

Amendments to PFRS 10: Investment Entities: Applying
the Consolidation Exception

Joint Arrangements

PFRS 11

Amendments to PFRS 1.1: Transition Guidance

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

* PFRS 12

Disclosure of interests in Other Entities

Amendments to PFRS 12: Transition Guidance

Amendments to PFRS 12: Investment Entities

Amendments to PFRS 12: investment Entities: Applying
the Consolidation Exception -

PFRS 13

Fair Value Measurement

Amendment to PFRS 13: Short-term receivables and
Payables

Amendment to PFRS 13: Portiolio Exception

PFRS 14

Regulatory Deferral Accounts

i
!
!
|
i

PFRS 15

Revenue from Contract with Customers

Philippine Accounting Standards (PAS)

i

PAS

Title

Adopted

Not
Adopted

Not
Applicable

- PAS i (Revised)

Presentation of Financial Statements

Amendments to PAS 1: Puttable Financiai Instruments
and Obligations Arising on Liguidztion

Amendments to PAS 1: Presentation of ltems of Other
Comprehensive Income

Amendment to PAS 1: Clarification of the
Requirements for Comparative Presentation

<

Amendments to PAS 1: Disclosure !nitiat?ve

PAS 2

Inventories

PAS 7

Statement of Cash Flows

Amendments to PAS 7: Disclosure Initiative

AN RN Y RN




Not Not
i ed .
PAS Title Adopt Adopted | Applicable
PAS 8 Accounting Policies, Changes in Accounting 'E_s"_timatés v
and Errors '
PAS 10 Events after the Reporting Period v
PAS 11 Construction Contracts v
PAS 12 Income Taxes v
Amendments to PAS 12 - Deferrec Tax: Recovery of v
Underlying Assets
| PAS16 Property, Plant and Equipment v
! Amendment to PAS 16: Classification of Sefvicing v
Equipment
Amendment to PAS 16: Revaluation Method -
Proportionate Restatement of Accumulated v
Depreciation
Amendment to PAS 16: Property, Plant and Equipment
- Clarification of Acceptabie Methods of Depreciation v
and Amortization
Amendment to PAS 16: Agriculture: Bearer Piénts ’ v
PAS 17 Leases
PAS 18 Revenue
 PAS 19
: ; v
i (Revised) Empioyee Benefits
' Amendment to PAS 19: Defined Benefit Pians: /
! Employee Contributions
.3 Amendment to PAS 19: Discount Rate: Regional Market v
: | Issue
PAS 20 Accounting for Government Grants and Disclosure of v
' Government Assistance
PAS 21 | The Effects of Changes in Foreign Exchange Rates v
| Amendment: Net Investment in 3 Foreign Operation v
PAS 23 (Revised) Borrowing Costs . v
i
. PAS 24 (Revised) { Related Party Disclosures
Amendment to PAS 24: Key Management Personnel v
i
B PAS 26 Accounting and Reporting by Retirement Benefit Plans v
; PAS 27 .
Separate Financial Statements v

{(Amended)




PAS

Title -

Adopted

Not
Adopted

Not
Appilicable

Amendments to PAS 27: Investment Entities

v

Amendments to PAS 27: Equity Method in Separate
Financial Statements

v

2AS 28
(Amended)

Investments in Associates and Joint Ventures

Amendments to PAS 28: Investment Entities: Applying
the Consolidation Exception

PAS 29

Financial Reporting in Hyperinflationary 'Econojmie§

PAS 32

Financial Instruments: Disclosure and Presentation

Financial Instruments: Presentation

Amendments to PAS 32: Puttable Financial instrumerits

and Obligations Arising on Liguidation

Amendment to PAS 32: Classification of Rights Issues

Amendments to PAS 32: Offsetting Financial Assets and
Financial Liabilities S

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

PAS 33

Earnings per Share

PAS 34

Interim Financial Reporting

Amendment to PAS 34: Interim Financiai Reporting and |
‘Segment Information for Tot2! Assets and Liabilities

Amendment to PAS 34: Disclosure of Information
‘Elsewhere in the Interim Financial Report’ _

PAS 36

Impairment of Assets

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

PAS 37

Provisions, Contingent Liabilities and Contingent Assets

 PAS 38

Intangible Assets

Amendment to PAS 38: Revaluation Met‘hod -
Proportionate Restatement of Accumulated
Amortization ‘

Amendment to PAS 38: Clariﬁcatién of Acceptable
Methods of Depreciation and Amortization

PAS 39

Financial instruments: Recognition and Measurement

Amendments to PAS 39: Transition and Initial




- : Not Not
PAS Title Adopted | 1 yopted | Applicable
Recognition of Financiel Assets and Financial 4Lia;bi!ities i
Amendments to PAS 39: Cash Flow Hedge Accountmg v
of Forecast Intragroup Transactions
Amendments to PAS 39: The Fair Value Option .
Amendments'to PAS 39: Financial Guarantee Contracts
Amendments to PAS 39: Reclassiﬁcatibn of Financial v
Assets
Amendments to PAS 39: Reclassification of Financial v
Assets - Effective Date and Transition
Amendments PAS 3S: Embedded Derivatives v
! Amendment to PAS 39: Eligible Hedged Items
r Amendments to PAS 39: Novation of Derivatives and v
; Continuation of Hedge Accounting o
i :
PAS 40 Investment Property v
f Amendment to PAS 40: Clarifying the Interrelationship
between PFRS 3 and PAS 40 when Classifying Property v
‘ as Investment Property or Owner-occupied Property
j PAS 41 Agriculture - ' ‘ ‘ v
Amendment to PAS 41: Agricufture: Bearer Plants v
Philippine interpretations
! .
; . . Not Not
i Interpretations Title idopt .
: P . Adopted Adopted | Applicable
Changes in Existing Decorﬁmissioning, Restoration and
IFRIC 1 e e =S I B v
Similar Liabilities
IERIC 2 Members’ Share in Co-operative Entities and Similar v
Instruments
' IFRIC 4 Determining Whether an Arrangement Contains 2 v
‘ Lease
FRI Cs Rights to Interests arising from De;ommxssucnmg, v
Restoration and Environmental Rehabilitation Funds
; IFRIC & | Liabilities arising from Participating in a Specific Market v
5 g - Waste Electrical and Electronic Equipment
x IERIC 7 Applying the Restatement Appreach under PAS 29 L,
! Financial Reporting in Hyperinfiationary Economies
} Reassessment of Embedded Derivatives v

iFRIC Y




. : Not Not
Interpretations ﬁﬂ? B Adopted Adopted | Applicakie
Amendments to Philippine Interpretation IFRIC=9: ’
Embedded Derivatives
JIFRIC 10 Interim Financial Reporting a2nd Irnpairment. . . - v
IFRIC 12 Service Concession Arrangements v
IFRIC 13 Customer Loyaity Programmes v
»»;“;_'R IC 14 PAS 19 - The Limit on a Defined Benefit Asset, v
) Minimum Funding Requirements and their interaction
Amendments to Philippine Interpretations IFRIC- 14, v
Prepayments of a Minimum Funding Requirement
IFRIC 16 Hedges of a Net Investment in 3 Foreign Operation v
IFRIC 17 Distributions of Non-cash Assets to Owners
-IFRIC 18 Transfers of Assets from Customers v
IFRIC 19 Extinguishing Financial Liabilities with Equr‘*y v
Instruments
\ERIC 20 Stripping Costs in the Production Phase of a Surface v
Mine
)
| iFRIC21 Levies v
PHILIPPINE INTERPRETATIONSS - SiC
i ) : Not Not
- ‘ t N o g t
| nterpretations Title Adopted Adopted Applicable
; SIC-7 Introduction of the Euro v
i
i SIC-10 Government Assistance - No Specific Relation to v
T Operating Activities
]
: SIC-15 Operating Leases - incentives v
i Income Taxes - Chariges in the Tax Status of an Entity
; SIC-25 v
| or its Shareholders
‘ Sic.27 Evaluating the Substance of Transactions Involving the v
’ Legal Form of a Lease :
| SIC-2¢9 Service Concession Arrangements: Disciosureé v
i / e
i sic-31 Revenue - Barter Transact:ons Involvi mg Advertising v
| . Services
g Sic-32 v

Intangible Assets - Web Site Costs




CERTIFICATION OF INDEPENDENT DIRECTOR

L, BERTRAM B. LM, of légal_ age,' Filibino' and with postal address at 60 Sen. Gil
Puyat Ave., Makati City, after being duly sworn in accordance with law, depose and state that:

1. I am a nominee for Independent Director of Wilcon Depot, Inc., and have been its
Independent Director since May 22, 2017.

2. 1 am affiliated with the folloﬁving com
Owned and Controlled Corporations):

panies or organizations (including Government

Company/Organization Position/Relationship Period of Service
United Neon Advertising Chairmam - 1971 — present
Center for Community | Chairman 1997 — present
Transformation L

Trinity University Board Treasurer 2000 — present

3. I possess all the qualifications. and none of the disqualifications to serve as an
Independent Director of Wilcon Depot, Inc., as provided for in Section 38 of the
Securities Regulation Code and its implementing rules and regulations and other
issuance of the Securities and Exchange Commission (the “SEC”).

4. T am related to the following director/officer/substantial shareholder of Wilcon Depot
Inc., or any of its subsidiaries and affiliates other than the relationship provided under
Rule 38.2.3 of the Securities Regulation Code (where applicabie)

Name of | Company Nature of Relationship
Director/Officer/Substantial }

Shareholder '

William T. Belo Wilcon Depot, Inc. _Brother-in-law
Lorraine Belo-Cincochan Wilcon Depot, Inc. Niece

Mark Andrew Y. Belo Wilcon Depot, Inc. ‘Nephew

Careen Y. Belo Wilcon Depot, Inc. Niece

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

administrative investigation or proceeding.

Offense charged/investigated

Tribunal or agency involved

Status

N/A

N/A

N/A

6. To the best of my knowledge, I am neither an officer nor an employee of any
government agency or government owned and controlled corporation.

7. 1 shall faithfully and diligently Acomhply with my duties and responsibilities an
independent director under the Securities Regulation Code and its implementing rules
and regulations, the Code of Corporate Governance and other SEC issuances.

8. I shall inform the Corporate Secretary of Wilcon Depot, Inc., of any

above mentioned information within five (5} days from its occurrence.

changes in the




Done this o in "~

Bertram B. Lim

..-SUBSCRIBED AND SWORN to before me this = - in
N : affiant exhibiting to me his competent evidence of identity as
follows: Passport No. P3561043A issued on 04 July 2017 at DFA Manila valid until 03 July

2022.

Doc. No. [L
Page No. 37 ;
Book No.y1i) ;
Series of 2019.




CERTIFICATION OF INDEPENDENT DIRECTOR

L RICARDO. S PASCUA, of legal age, Filipino and with-postal address at 3 Pebblewood cor.

Fairwood Mckinley Hill Village, Taguig City, after being
and state that:

1. Tam a nominee for Indepehdent Director of
Director since September 13, 2016.

duly sworn in accordance with law, depose

Wﬂcon Depot, Inc., and has been its Independent

I am affiliated with the following companies or organizations (including Government Owned
and Controlled Corporations):
Company/Organization |  Position/Relationship Period of Service
Caelum Developers, Inc. .Chairman of the Board 2002-Present
Facilities & Property Mgmt Chairman of the Board 2002-Present
Technologies, Inc. Y o
Ascension Phildevelopers, Inc. | Chairman of the Board 2002-Present
Bancom HI Consultants, Inc.  President 2002-Present
Phoenix Land, Inc. Chairman of the Executive 2002-Present
_Committee
Boulevard Holdings, Inc. Director 2002-Present
Central Luzon Doctor’s ‘ Director - 2002-Present
Hospital o '
Quicksilver Satcom Ventures, Director 2002-Present
Inc.

I possess all the qualifications and none of the disqualifications to serve as an Independent
Director of Wilcon Depot, Inc., as provided for in Section 38 of the Securities Regulation
Code and its implementing rules and regulations and other issuance of the Securities and
Exchange Commission (the “SEC”).

I am related to the following director/officér/substantial shareholder of Wilcon Depot Inc., or
any of its subsidiaries and affiliates other than the relationship provided under Rule 38.2.3 of
the Securities Regulation Code (where applicable)

Name of Company Nature of Relationship

Director/Officer/Substantial

Shareholder

N/A N/A N/A

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

investigation or proceeding.
Offense charged/investigated Tribunal or agency involved Status
N/A N/A N/A

6. To the best of my knowledge, I am neither an officer nor an employee of any government
agency or government owned and controlled corporation.




7. 1 shall faithfully and diligently comply with my duties and responsibilities an independent
director under the Securities Regulation Code and its implementing rules and regulations, the
Code of Corporate Governance and other SEC issuances.

8. I shall inform the Corporate Secretary of Wilcon Depot, Inc., of any changes in the above
; mentioned information within five (5) days from its occurrence.

~

Done this ' mn s R .

(

Ricardo S. Pascua

SUBSCRIBED AND SWORN to before me this in
affiant exhibiting to me his competent evidence of identity as follows:
Passport No. P0352687B issued on 22 January 2019 at DFA Manila valid until 21 January 2029.

Doc. No.
Page No.
Book No. ;
Series 0of 2019.




CERTIFICATION OF INDEPENDENT DIRECTOR

I, ROLANDO S. NARCISO, of legal age, Flhpmo and with postal address at Lexington
Garden, Village, San Joaquin, Pasig City aﬁer bemg duly sworn in accordance with law, depose and

state that:

1. 1 am a pominee for Independent Dxrector of Wilcon Depot, Inc., and have been its
Independent Director since September 13, 2016. '

2. 1am affiliated with the following compames or orgamzatlons (including Government Owned

and Controlled Corporations):

Company/Organization Position/Relationship Period of Service
St. Joseph Group Inc Chairman/Director 2014 — Present
CVM Finance Corp Chairman/Director ' 2016 — Present
CVM Pawnshops Corp Chairman/Director 2016 - Present
St. Joseph Fish Brokerage Inc Chairman/Director 2016 - Present
Crystal Cold Chain Corp Chairman/Director 2016 - Present
Kai-Anya Foods Inc Chairman/Director 2016 - Present
CVM Realty Inc Chairman/Director 2016 - Present
Info Alchemy Corp Chairman/Director 2016 - Present
Rekom Manila Corp | Chairman/Director 2010 — Present
OWN (Rural) Bank Director 2016 - Present
Phil. Galvanizers and Coaters | Executive Advisor - 2010 — Present
Association

3. I possess all the qualifications and none of the dxsquahﬁcanons to serve as an Independent
Director of Wilcon Depot, Inc., as provided for in Section 38 of the Securities Regulation -
Code and its implementing rules and regulations and other issnance of the Securities and

Exchange Commission (the “SEC™).

4. 1am related to the following director/officer/stibstantial shareholder of Wilcon Depot Inc., or
any of its subsidiaries and affiliates other than the relationship provided under Rule 38.2.3 of
the Securities Regulation Code (where applicable)

Name of Company Nature of Relationship
Director/Officer/Substantial

Shareholder

N/A N/A N/A

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

investigation or proceeding.
Offense charged/investigated | Tribunal or agency involved Status
N/A N/A N/A

6. To the best of my knowledge, I am neither an officer nor an employee of any governinent :
agency or government owned and controlled corporation.




7. I shall faithfully and diligently comply with my duties and responsibilities an independent
director under the Securities Regulation Code and its implementing rules and regulations, the
Code of Corporate Governance and other SEC issuances. .

8. I shall inform the Corporate Secretary of Wilcon Depot, Inc., of any changes in the above
mentioned information within five (5) days from its occurrence.
Donethis . -~ : in

SUBSCRIBED AND SWORN to before me s in
. affiant exhibiting to me his competent evidence of identity as follows:
Passport No. P7518036A issued on 11 June 2018 at DFA NCR Central valid until 10 June 2028.

Doc. No. I@__,

Page No. % .
Book No. ;

Series 0of 2019,




CERTIFICATION OF INDEPENDENT DIRECTOR

I, DELFIN L. WARREN, of legal age, Filipino and with postal address at No. 2 Sineguelas

\t Valle Verde 1, Pasig City, after being duly sworn in accordance with law, depose and state that:

1.

I am a nominee for Independent Director ‘of Wilcon Depot, Inc., and have been its
Independent Director since May 22, 2017.

I am affiliated with the following companies or orgamzahons (including Government Owneo
and Controlled Corporations):

Company/Organization Position/Relationship Period of Service
One Incentive Systems | Founder, Principal, and current | 1998 - Present
Advocates (1ISA)Group | Chairman '
Warren and Nolasco Realty Founder, Principal, and current | 1991 - Present
Corp. Chairman,
Procuratio, Inc. (Bugsy’s Bar | Major Principal and current | 2014 — Present
and Bistro) Chairman
Bancom II Consultants, Inc. Director 2015 - Present
3. I possess all the qualifications and none of the disqualifications to serve as an Independent -

Director of Wilcon Depot, Inc., as provided for in Section 38 of the Securities Regulation:
Code and its implementing rules and regulations and other issuance of the Securities and
Exchange Commission (the “SEC”™).

I am related to the following director/officer/substantial shareholder of Wilcon Depot Inc., or
any of its subsidiaries and affiliates other than the relationship provided under Rule 38.2.3 of
the Securities Regulation Code (where applicable)

Name of Company Nature of Relaﬁonship
Director/Officer/Substantial
Shareholder
N/A N/A N/A
5. To the best of my knowledge, I am not the subject to any pending criminal or administrative
investigation or proceeding.
- Offense charged/investigated Tribunal or agency involved Status
N/A N/A | N/A
6. To the best of my knowledge, I am neither an ofﬁcer nor an employee of any govemment :
agency or government owned and controlled corporation.
7. 1 shall faithfully and diligently comply with my duties and responsibilities an independent
director under the Securities Regulation Code and its implementing rules and regulations, the
Code of Corporate Governance and other SEC issuances.
8. I shall inform the Corporate Secretary of Wilcon Depot, Inc., of any changes in the above

mentioned information within five (5) days from its occurrence.



Donethis - : n -

Mo —,

Delffn L. Warren

SUBSCRJBED AND SWORN to before me this in -
affiant exhibiting to me his competent evidence of identity as follows:
Passport No. P9147770A issued on 16 October 2018 at DFA NCR Central valid until 15 October
2028.

Boc. No. ¥ _;
PageNo. %% ;

Book No. Vi) ;
Series of 2019.



