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For the fiscal year
ended

Currency

Balance Sheet

Dec 31, 2018

Pesos

Year Ending Previous Year Ending
Dec 31, 2018 Dec 31, 2017
Current Assets 1,156,967,831 1,243,786,537
Total Assets 2,103,079,381 2,633,847,078
Current Liabilities 289,167,455 575,634,737
Total Liabilities 342,459,605 613,772,206

Boainod (Deficit) 1,199,822,935 1,474,292,424
Stockholders' Equity 1,760,619,776 2,020,074,872
Stockholders' Equity - Parent 1,753,714,977 2,015,538,814
Book Value Per Share 417 4.77
Income Statement
Year Ending Previous Year Ending
Dec 31, 2018 Dec 31, 2017

1,935,943,996
1,614,488,192

2,319,993,376
1,652,402,460

Gross Revenue

Gross Expense

Non-Operating Income 291,292,749 66,902,741
Non-Operating Expense 129,869,952 12,747,295
Income/(Loss) Before Tax 482,878,601 721,746,362
Income Tax Expense 178,830,586 228,880,374
Net Income/(Loss) After Tax 304,048,015 492,865,988
g:h!?yc:lmzl&oss) Attributable to Parent 302,659,366 490,101,221
Earnings/(Loss) Per Share (Basic) 0.71 1.14
Earnings/(Loss) Per Share (Diluted) 0.35 1.14

Financial Ratios

Fiscal Year Ended Previous Fiscal Year

Formula
Dec 31, 2018 Dec 31, 2017
Liquidity Analysis Ratios:
Current Ratio or Current Assets / Current 4 216
Working Capital Ratio Liabilities ’
(Current Assets - Inventory -
Quick Ratio Prepayments) / Current 3.75 2.06
Liabilities
Solvency Ratio Total Assets / Total Liabilities 6.14 4.29
Financial Leverage Ratios
Debt Ratio Total Debt/Total Assets 0.16 0.23
Debt-to-Equity Ratio Eota_l Debt/Total Stockholders’ 1o 03
quity
Earnings Before Interest and
Interest Coverage Taxes (EBIT) / Interest 79.04 67.46
Charges
. . Total Assets / Total
Asset to Equity Ratio Stockholders' Equity 1.19 1.31
Profitability Ratios
- - Sales - Cost of Goods Sold or
Gross Profit Margin Cost of Service / Sales 0.17 0.29
Net Profit Margin Net Profit / Sales 0.16 0.21
Return on Assets Net Income / Total Assets 0.14 0.19



Return on Equity

Price/Earnings Ratio

Other Relevant Information

n/a

Filed on behalf by:
Name
Designation

Net Income / Total
Stockholders' Equity

Price Per Share / Earnings
Per Common Share

Virginia Abo-Hamda
CFO/Senior Vice President

0.17

13.95

0.24

9.68
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PART I - BUSINESS AND GENERAL INFORMATION

ltem 1. Business

Pacific Online Systems Corporation (“Company”) was incorporated in the Philippines and was registered
with the Philippine Securities and Exchange Commission (“SEC”) on November 11, 1993. The Company is
primarily engaged in the development, design and management of online computer systems, terminals and
software for the Philippine gaming industry. It sources technology from leading global suppliers of integrated
gaming systems and leases equipment to the Philippine Charity Sweepstakes Office (PCSO) for its online
lotto operations in the Visayas and Mindanao (VISMIN) regions under the terms of an Equipment Lease
Agreement (ELA), which was initially entered into on November 25, 1995. It also provides the necessary
technical support through a Maintenance Repair Agreement (MRA) that is co-terminus with the ELA. The
Company’s ELA with the PCSO was amended in 2004, 2012, 2013, 2015 and 2018, in response to PCSO’s
requirements to ensure integrity, sustainability and efficiency in its online lotto operations. The latest
amendment to the ELA was made on Septermber 12, 2018, wherein, the ELA's term was extended to July
31,2019 and the required cash bond to guarantee the unhampered use and operation of the lottery system
was increased to P12 million. The equipment rental revenue earned by the Company with this ELA is based
on a percentage of lotto sales generated by the Company’s terminals..

In 2004, the Company acquired 50% of Total Gaming Technologies Inc. (TGTI), which has an ELA with the
PCSO for the latter’s online keno operations nationwide. TGTI's ELA with PCSO provides for a lease period
of ten (10) years commencing on the date of actual commercial operations of at least 200 online keno
agents. With October 2010 established as the start of commercial operations for online keno, TGTI's ELA
will expire on September 30, 2020. TGTI's equipment rental revenue is based on a percentage of keno
ticket sales or a fixed annual rental of P40,000 per terminal, whichever is higher. By 2013, the Company
already owns 98.92% of TGTI.

In 2007, the Company set up Loto Pacific Leisure Corporation (LotoPac) primarily to acquire, establish, own,
hold, lease, sell, conduct, operate, and manage amusement, recreational and gaming equipment facilities,
and enterprise of every kind and nature, as well as places for exhibitions, recreation, gaming, amusement
and leisure of the general public, and to acquire, hold and operate any and all privileges, rights, franchises
and concessions as may be proper, necessary, advantageous, or convenient in the conduct of its business.
LotoPac subsequently acquired Lucky Circle Corporation (LCC) in August 2007. LCC is an authorized
PCSO agent operating online betting stations that sell sweepstakes, lotto, keno and instant tickets in outlets
located in major shopping malls like SM Supermall, Robinsons, and Gaisano nationwide. LCC earns a
certain percentage of the sales of lotto, keno, sweepstakes and instant scratch as tickets as commission
income. In 2010, the Company subscribed to additional 124 million shares of LCC, after the SEC’s approval
of the increase in the latter's authorized capital stock, which increased the Company’s interest in LCC to
97.64%.

In 2009, the Company entered into a non-exclusive Memorandum of Agreement (MOA) with PCSO, for a
period of seven years to undertake the printing, distribution and sale of instant scratch tickets nationwide.
The instant scratch ticket, branded as Scratchit™, provided a steady stream of revenues for PCSO and its
agents. It also expanded the Company’s experience in the lottery business. On March 31, 2015 the
Company entered into an Outsourcing Memorandum of Agreement (OMOA) with Powerball Gaming and
Entertainment Corporation (PGEC) to be the exclusive marketing, distribution, selling and collecting agent
of the Company for Scratchit™ tickets throughout the Philippines. The agreement took effect on April 1,
2015 and has ended on November 30, 2016.

On June 16, 2014, TGTI and the shareholders of Falcon Resources, Inc. (FRI) entered into a Memorandum
of Understanding (MOU) for the former’s intention to acquire the latter's interest in FRI representing 100%
ownership. On December 11, 2014, the deed of sale for the transfer of shares of stocks was executed. FRI
is a company engaged in consultancy services for TGTI and a sub-distributor of instant scratch tickets. FRI
is a company incorporated in the Philippines.
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The year 2016 marks the Company’s 20 years in the Philippine lottery gaming business and it has expanded
its involvement in other gaming related endeavors to ensure its business sustainability as an ongoing
concern in the long term.

On July 1, 2017, LCC and the stockholders of the following entities entered into a Deed of Sale Agreement
for the transfer of shares of stock representing 100% ownership.

a) Athena Ventures, Inc.

b) Avery Integrated Hub Inc.

c) Circle 8 Gaming Ventures Inc.

d) Luckydeal Leisure Inc.

e) Luckyfortune Business Ventures Inc.

f) Luckypick Leisure Club Corp.

g) Luckyventures Leisure Corp.

h) Lucky Games Entertainment Ventures Inc.

i) Orbis Valley Corporation
These entities are engaged in the trading and selling of goods such as lotto, keno, sweepstakes and scratch
tickets, on retail basis. The acquisition is in line with the Company’s business strategy of expanding its
market reach nationwide.

Summarized below are the subsidiaries of the Company and the corresponding percentage of its ownership.

Percentage of Ownership

Direct Indirect
Loto Pacific Leisure Corporation (“LotoPac”) 100.00 -
Lucky Circle Corporation (‘LCC")* 97.64 2.36
Total Gaming Technologies, Inc. (‘TGTI") 98.92 -
Falcon Resources, Inc. (“FRI")** 100.00
TGTI Services, Inc. (TGTISI)** 100.00
Athena Ventures Inc. (AVI)*** - 100.00
Avery Integrated Hub Inc. (AIHI)** - 100.00
Circle 8 Gaming Venture, Inc. (C8)*** - 100.00
Luckydeal Leisure Inc. (LLI)*** - 100.00
Luckyfortune Business Ventures, Inc. (LBVI)*** - 100.00
Luckypick Leisure Club Corp. (LLCC)*** - 100.00
Luckyventures Leisure Corp. (LLC)*™** - 100.00
Lucky Games Entertainment Ventures Inc.(LGEVI)*** - 100.00
Orbis Valley Corporation (OBC)*** - 100.00

* With indirect ownership through LotoPac

** Indirectly owned through TGTI

“* Indirectly owned through LCC (collectively referred
to as ‘nine entities starting July 1, 2017)

For the year ended December 31, 2018, the Company together with its subsidiaries (‘Group”) generated
P1.94 billion gross revenues, primarily through lottery equipment rentals billed to PCSO, and posted P304
million net income. As of December 31, 2018, the Group had total assets of P2.1 billion and shareholders’
equity of P1.8 billion.

Background on the TGTI Investment

On April 13, 2004, the Company purchased 50% of the outstanding capital stock of Innovative Solutions
Consultancy Group, Corp. (Innovative), which is a joint stock company incorporated to manage enterprises
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engaged in the gaming business. On May 31, 2004, Innovative, in turn, acquired 80% of the outstanding
capital stock of Total Gaming Technologies, Inc. (TGTI), a domestic corporation founded in October 2002
to develop new games for the Philippine gaming industry and to provide consultancy service and state-of-
the-art equipment to the local gaming operators through its strategic partnership with Intralot. TGTI has
entered into an Equipment Lease Agreement (ELA) with the PCSO for the nationwide operation of the
Online Keno (initially referred to as Fast Keno) game. A Shareholders’ Agreement was executed whereby
Innovative shall provide management counsel and expertise to TGTI to ensure proper execution of the
Online Keno game, among others. In April 2008, the Company acquired from Intralot additional 574,885
shares of Innovative for a contract price of P4.3 million. This increased the Company’s interest in Innovative
from 50% in 2007 to 87.38% in 2008. In August 2010, the minority shareholders of TGTI and Innovative
entered into a contract wherein the minority shareholders sold all of their 2,650,000 common stock to the
Company, part of the consideration of which is that the Company, as controlling shareholder of TGTI, will
cause the creation of preferred stock, of which 3,312,500 preferred shares will be issued to the minority
shareholders of TGTI. The total preferred stock of 3,312,500 has been fully subscribed, and of the said
subscription, the amount of P331,250 has been paid. Preferred stock will have a par value of P1.00 per
share, non-voting and will have preference in the distribution of assets in the event of dissolution. On
December 20, 2012, the majority of TGTI's stockholders and its Board of Directors (BOD) approved the
Company’s application for increase in its authorized capital stock with the SEC from Fifty Million Pesos
(P50,000,000.00) divided into Forty Million (40,000,000) common shares and Ten Million (10,000,000)
preferred shares, both having a par value of One Peso (P1.00) per share, to Seven Hundred Million Pesos
(P700,000,000.00), divided into Six Hundred Ninety Million (690,000,000) common shares and Ten Million
(10,000,000) preferred shares, both having a par value of One Peso (P 1.00) per share. On December 20,
2012, the Company's BOD approved the conversion of a major portion of its outstanding advances to TGTI
to the latter's equity. TGTI on the other hand will convert a major portion of its outstanding obligation to the
Company from liabilities to equity under “Deposit for future stock subscription” account once its application
to increase in authorized capital stock is filed with the SEC. On April 8, 2013, SEC approved the request for
an increase in authorized capital stock of TGTI. As a result of the conversion of the advances to TGTI and
the assignment of Innovative’s TGTI shares, the Company owns 173.1 million shares of TGTI, which
increased the Company’s interest in TGTI to 98.92%

Recent Developments

In January 2018, the Company entered into a Brand and Trademark License Agreement (BTLA) with
Powerball Marketing and Logistics Corporation (PMLC), wherein the latter was granted a non-assignable,
non-transferrable and exclusive right to use the Company’s instant scratch tickets’ registered trademarks.
The BTLA has afive (5) year term, subject to adjustment to conform to and coincide with the term of PMLC’s
agreement with PCSO for the supply and distribution of its instant scratch tickets. In consideration of the
BTLA, PMLC agreed to pay the Company a guaranteed fixed monthly fee of P4.0 million starting January
2018.

On April 26, 2018, the BOD declared a cash dividend of P0.60 per share amounting to P253,492,304, which
was paid in two tranches: on May 31, 2018 and August 31, 2018, respectively.

In July 2018, the Company passed its third year's surveillance audit for ISO 2700:2013 and updated its ISO
9001:2008 to version 2015 with audit conducted by Societe Generale de Surveillance (SGS), the world’s
leading inspection, verification, testing and certification company. On November 16, 2015, the Company
obtained an ISO accreditation through SGS for ISO 9001:2008 Quality Management Systems and ISO/IEC
27001:2013 Information Security Management. SGS was contracted by the Company to provide
surveillance audit in 2019.

On August 14, 2018, the BOD declared a 100% stock dividend to its stockholders. Record date and

payment dates are to be set subject to the approval by Securities and Exchange Commission (SEC) of the
increase in authorized capital stock out of which the stock dividend shares will be issued.
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On September 12, 2018, the Company’s ELA with PCSO was amended to extend the term from July 31,
2018 to August 1, 2019, which is subject to another extension should the bidding for a new lotto system
provider is not held before the termination date.

On September 25, 2018, the Company convened a special Stockholders’ Meeting wherein approval was
obtained for the stock dividend declaration and increase in the Company’s authorized capital stock from 500
million shares to 2.288 billion shares As of December 31, 2018, the application for the stock dividend and
increase in capitalization was still pending with the SEC.

In November 2018, the Company received a certification from PCSO’s Accounting and Budget Department
Head that the Company is cleared of any accountability to the PCSO under its long-term MOA pertaining to
the printing and distribution of instant scratch tickets nationwide for PCSO. Said certification also authorized
the escrow agent, BDO Universal, to release the P10 million cash bond to the Company

Agreements with the Philippine Charity Sweepstakes Office (PCSO)

PCSO is the principal government agency for “raising and providing funds for health programs, medical
assistance and services, and charities of national character” by means of holding and conducting charity
sweepstakes, races, and lotteries. It also engages in health and welfare-related investments, projects, and
activities to provide for permanent and continuing sources of funds for its programs.

Pacific Online’s Agreements with PCSO
The Equipment Lease Agreement (ELA) was awarded to Pacific Online on November 25, 1995 whereby
the PCSO leases online lottery equipment from the Company for its VISMIN lotto operations.

2004 ELA. The initial ELA as amended on February 13, 2004, allows the Company to continue to deploy
online lotto terminals in its covered regions. General terms of the amended ELA and MRA stipulate a certain
percent share by the Company of all PCSO sales from the conduct of online lotto games in the VISMIN area
and a term of eight (8) years commencing from the date of commercial operations of the Company.
Commercial operation, as amended, was defined to be the operation of not less than 800 lotto terminals.
However, commercial operation was formally effected on April 1, 2005, setting the term of the Company’s
ELA up to 2013, even if the PCSO had actually begun operations of the Company’s online lotto terminals
since 1996. The delay in the deployment of the required number of terminals to constitute commercial
operation was mainly due to strong opposition from religious sector leaders and certain Local Government
Unit (LGU) officials during the introductory phase and due to the absence of telecommunications service in
many areas in VISMIN. Thus, this ELA covers the lease of not less than 800 lotto terminals, central computer
system, communications and draw equipment, and the right to use the application software and manuals
for the central computer system of PCSO for its VISMIN operations for a period of eight years from April 1,
2005 to March 31, 2013.

2012 Amended ELA. On May 22, 2012, the Company and PCSO amended certain provisions of the ELA to
lower rental fee on the lotto terminals for VISMIN operations and for the lease of lotto terminals for Luzon
operations effective June 1, 2012. The ELA provides PCSO an option to purchase the equipment related
to its VISMIN operations at the end of the lease period for a sum of P15.0 million. Lotto terminals for PCSO’s
Luzon operations are not included in the “Option to Purchase” provision of the amended ELA. In accordance
with the terms of the ELA, the Company also provides maintenance and repair services fee which were
incorporated in the rental fee as part of the lowered rental rate provision of the amended ELA.

2013 Amended ELA. On March 26, 2013, the Company and PCSO further amended some provisions of the
ELA, which extended it from March 31, 2013 to July 31, 2015. In lieu of the PCSO option to purchase the
equipment, the Company agreed to reduce the rental fees for VISMIN and with the approval to service
PCSO’s Luzon lotto operations. The amendment also incorporated the fee for the supply of bet slips and
ticket paper rolls for the PCSO’s VISMIN and Luzon operations as part of the rental fee.
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2015 Amended ELA. On July 15, 2015, the Company and PCSO further amended some provisions of the
ELA, which extended it from August 1, 2015 to July 31, 2018. The amendment also required the Company
to deposit an additional P5 million cash bond to guarantee the unhampered use and operation of the lottery
system, including equipment, servers, network communication and terminals.

The rental fee, presented as “Equipment rental” in the consolidated statements of income, is based on
percentage of gross sales of lotto tickets from PCSO’s VISMIN and Luzon operations or a fixed annual
rental of P35,000 per terminal, whichever is higher. This covers the equipment rental of lotto terminals,
central computer and communications equipment including the accessories and right to use the application
software, the central computer system, terminals and draw equipment, as well as the supply of bet slips and
ticket paper rolls, and maintenance and repair services.

2018 Amended ELA. On September 12, 2018, the ELA was further amended to extend the term from July
31, 2018 to August 1, 2019 at a reduced rate. The amendment also required the Company to increase its
initial cash bond from P5 million to P12 million, to guarantee the unhampered use and operation of the
lottery system, including equipment, servers, network communication and terminals.

Instant Scratch Tickets. On March 25, 2009, the Company entered into a non-exclusive Memorandum of
Agreement (MOA) with PCSO for the printing, distribution and sale of instant scratch tickets effective
December 1, 2009. The share of PCSO is guaranteed for every 500 million tickets sold for a period of seven
years from the date of the MOA's effectivity. The MOA required a P10 million cash bond to be deposited in
aninterest-bearing bank account designated by PCSO to guarantee the payment of all prizes for each series
of tickets distributed, for a period of seven years from the date of initial launch of the instant tickets and shall
be maintained co-terminus with this MOA. Said cash bond is in an escrow account with BDO since January
2010 and was authorized by PCSO for release in November 2018.

On March 31, 2015 the Company entered into an Outsourcing Memorandum of Agreement (OMOA) with
Powerball Gaming and Entertainment Corporation (PGEC) to be the exclusive marketing, distribution,
selling and collecting agent of the Company for its instant scratch tickets throughout the Philippines. The
agreement took effect on April 1, 2015 and has ended on November 30, 2016.

TGTI’s Equipment Lease Agreement (ELA)
2004 ELA. TGTI has entered into an ELA with PCSO on April 6, 2004, which provides for the lease of the
equipment for PCSQO'’s online keno games. The lease is for a period of ten (10) years commencing on the
date of actual commercial operation of at least 200 online keno outlets. The rental fee is based on a
percentage of the gross sales of the online keno terminals or a fixed annual rental of P40,000 per terminal
in commercial operation, whichever is higher.

2008 Amended ELA. On July 15, 2008, TGTI and PCSO agreed on some amendments to the ELA. Under
the terms of the Amended ELA, TGTI shall provide the services of telecommunications integrator and
procure supplies for the online keno operations of PCSO in Luzon and VISMIN areas. In consideration for
such services, PCSO shall pay additional fee based on a certain percentage of the gross sales from all
online keno terminals in operation in Luzon and VISMIN areas computed by PCSO and payable bi-weekly.
Commercial operations for online keno commenced on October 1, 2010 and ELA term ends on September
30, 2020.

LCC Agency Agreement

LCC enters into a two-year agency agreement with PCSO for every retail outlet it opens to operate. Agency
agreements for lotto and keno terminals are executed separately at different times. These agreements are
renewed by PCSO pending payment of the required surety bond and compliance with the terms and
conditions of the Agency Agreement. The same type of agency agreement with PCSO is entered into by
the 9 companies that LCC acquired in 2017.
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Government Regulation and Environmental Compliance

The Company does not need any government approval for its principal products or services since its
business is in the development, design and management of online computer systems, terminals and
software for the PCSO and not in the operation of the lottery business.

The Company has been fully compliant with environmental regulations and ordinances issued by the
concerned Local Government Units (LGU) and by the Department of Natural Resources (DENR) in so far
as disposal of used computer hardware, office equipment and other bulky operating supplies are concerned,
pursuant to the Republic Act 9003: Ecological Solid Waste Management Act of 2000.

Technology Development, Supply and Service Contracts

From 1995 to 2005, the Company had provided the PCSO a single integrated system for its online lottery
operations using the GTECH Legacy system. In 2005, the Company decided to contract Scientific Games
to provide its new AEGIS™ system, after having assessed the obsolescence of GTECH's lottery system
infrastructure. On November 21, 2005, the Company implemented the migration from the Legacy lottery
system into the new AEGIS™ System. In 2006, the Company entered into another contract with Intralot,
for the provision of another new system using the LOTOS® application software. Since December 2006,
therefore, the Company has been providing the PCSO a two-network system for its VISMIN online lotto
operations.

Having two (2) online lottery systems running in parallel has expanded the availability of lottery terminals
nationwide and provides a safety net for PCSQO’s operations. The new technology also helps provide
versatility in connectivity given the country’s hybrid telecommunications network. These systems are
capable of operating nationwide through GPRS, LTE, VSAT and DSL technology which offer diversity in
providing options to sites unserviceable by specific telecommunication providers. Terminal connectivity is
now a lot easier due to compatibility of the lottery terminals with widespread mobile phone cell sites in
VISMIN. Online connectivity in VISMIN is now available wherever there is a cell site of Globe and Smart
Telecoms, as well as VSAT providers for sites unreachable by Globe and Smart.

Scientific Games

Scientific Games (SG) is a top provider in the global lottery and regulated gaming industries. It has over 40
years of gaming and lottery experience in over six continents. On February 15, 2005, the Company, entered
into a Supply and Service Contract with SG for the provision of a new system, AEGIS™. On November 20,
2005, the Company migrated into the new AEGIS™ System. Under the terms of the Contract, Scientific
Games will provide the Company with Extrema® terminals as well as the required training necessary for its
operation. In consideration of the foregoing, The Company shall pay Scientific Games a pre-agreed rate of
its revenue from the conduct of online lottery games running under the system provided by Scientific Games.
This Contract was amended in 2012 to extend the period to August 31, 2015 and provide for its supply of
additional lotto terminals. In November 2015, the Company and SG further amended the contract to extend
the period thru July 31,2018. In October 2018, the contract was again amended to extend the period thru
July 31, 2019.

SG was also contracted by the Company to print the instant scratch tickets under its MOA with PCSO for
its nationwide instant ticket program from 2009 thru 2016.

Intralot

Intralot S.A. (Intralot) is a company incorporated under the laws of Greece and is one of the top gaming
systems provider globally and operator in over 55 jurisdictions. On March 13, 2006, the Company entered
into a contract with Intralot for the supply of equipment necessary for the operation of a new online lotto
system effective December 8, 2006. Under the terms of the contract, Intralot will provide the Company with
the computer hardware, the license to use Intralot's Lottery Application Software consisting of the software
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platform, LOTOS® Application Software, and the Games Application Software, the terminals as well as the
required training necessary to operate the system. Based on the amended contract signed on July 7, 2006,
Intralot will provide the Company with Coronis HEE terminals. In consideration of the foregoing, the
Company shall pay Intralot a pre-agreed rate of the revenue generated by the terminals from the conduct
of online lotto and digit games running on its systemor a fixed fee per terminal per month, whichever is
higher.. In April 2016, the Company and Intralot agreed to amend the contract for the latter to supply
additional lotto terminals to the former and extend the term of the contract until August 31, 2018. In
September 2018, the contract with Intralot was again amended to extend the term until August 31, 2019.

On July 10, 2006, Intralot entered into an agreement with its subsidiary, Intralot Inc., a company domiciled
in Atlanta, Georgia, through which Intralot assigned whole of the contract, including all its rights and
obligations arising from its said subsidiary. This contract is co-terminus with the Company’s ELA with the
PCSO.

Intralot is also the systems and equipment provider for TGTI, the Company’s subsidiary that has the ELA
with PCSO for its online keno operations. On April 1, 2004, TGTI entered into a contract with Intralot for the
supply of the system and equipment for PCSO’s online keno lottery operations. Intralot shall be paid based
on a pre-agreed percentage of revenues generated by the keno terminals. In 2008, the contract was
amended to change the calculation of amounts due Intralot to be based on a percentage of gross receipts
of PCSO from its online keno games. On March 22, 2011, the contract was further amended for Intralot to
supply additional keno terminals to TGTI through year 2020 and reduce the percentage charged to TGTI or
a fixed fee per terminal per month, on an average basis, whichever is higher.

The Philippine Lottery Sector

The Philippine lottery sector is regulated by the PCSO, a government-owned and controlled corporation that
was created primarily to raise funds for health and charity programs of the government. It regulates the
lottery and other games of chance in order to protect certain sectors of society, especially the youth. It is
estimated that the gaming market in the Philippines is worth over P100 billion per year, and illegal gaming
accounts for half of the country’s gaming industry revenues.

For over 60 years, since the inception of PCSO, the traditional Sweepstakes had been the lone source of
funds for the PCSO. This changed in 1995, when PCSO launched the very first online lotto in the
Philippines. This innovation brought in a new dimension of fun and excitement for the betting public.

Although there are many types of lottery games worldwide, the Philippine government-authorized lotteries
can generally be categorized into these groups: traditional sweepstakes, instant scratch tickets, online lotto,
online keno (Lotto Express) and Small Town Lottery (STL). The Company has partnered with PCSO in all
its lottery products except for STL.

The PCSO online lotto games are basically two (2) types; i.e., jackpot draw and digit games. The winning
numbers for jackpot draw and digit games are determined by a draw machine For these lotto games,
players purchase tickets from PCSO authorized retail outlets and wait for the future drawing of prizes. The
jackpot draw games have three draws a week, while digit games have three draws daily. Draw lotto jackpot
prizes are generally pari-mutuel or based on the number of winners and amount of total sales generated
per game at the time of draw. Lotto digit games and keno prizes are based on a fixed odds payout structure,
which does not rely on the number of players and winners per draw. For online keno, winning numbers are
drawn via an Random Number Generator (RNG) program and has draws every ten (10) minutes on a daily
basis.

Currently, the PCSO online lotto portfolio consists of five (5) jackpot draw games and four (4) digit games.
The jackpot draw games are: 6/42 Lotto, 6/45 Mega Lotto, 6/49 Super Lotto, 6/55 Grand Lotto and 6/58
Ultra Lotto; while the digit games are: 2D or EZ2, 3D or Suertres Lotto, 4D and 6D. All of the nine (9) lotto
games operated by the PCSO are played in Luzon, while only eight (8) games are being played in VISMIN.
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The 6-digit game is played in Luzon only. Modifications and enhancements of existing games and/or the
introduction of new games are directed by the PCSO.

Instant scratch tickets, on the other hand, are typically played by scratching off the surface of a latex coated
ticket to reveal a specific pattern of numbers, characters, pictures, or symbols that correspond to a prize
amount if ticket is a winner. The player will know immediately if the ticket wins a prize or not. Instant scratch
tickets like the Traditional Sweepstakes have a fixed-odds prize structure.

Online Lottery Operations and Products

As of December 31, 2018, the Company together with its subsidiary TGTI, had over 6,000 lottery terminals
within its territories. All online lottery terminals located in PCSO authorized retail outlets are continuously
connected to PCSO'’s central computer system that enables real time recording and monitoring of lottery
sales, and validation of winning tickets.

Aside from the number of lottery terminals deployed, total PCSO online lottery sales depend highly on the
average sales generated by the various online lottery games launched. The table below shows the minimum
jackpot amounts and the draw frequencies of the different lotto games supported by the Company.

Lotto Game Minimum Jackpot Draw Frequency
6/42 Lotto ........... P 6,000,000 3x a week - Mondays, Wednesdays and Saturdays
6/45 Mega Lotto ... P 9,000,000 3x a week - Mondays, Wednesdays, and Fridays
6/49 Super Lotto ... P 16,000,000 3x a week - Tuesdays, Thursdays, and Sundays
6/55 Grand Lotto... P 30,000,000 3x a week - Mondays, Wednesdays and Saturdays
6/58 Ultra Lotto..... P 50,000,000 3x a week -Tuesdays, Fridays and Sundays
4D i P 10,000 3x a week - Mondays, Wednesdays, and Fridays
Suertres Lotto ...... P 4,500 Thrice daily
EZ2 ..o P 4,000 Thrice daily

In its commitment to support PCSQO’s efforts to effectively meet the demands of its changing market, the
Company spent a total of P381.1 million from 2016 to 2018 for its development activities broken down as
follows:

(in Million Pesos) 2018 2017 2016
Development Activities 34.2 225.5 121.6
Revenues 1,935.9 2,320.0 1,888.1
% of Revenues 1.8% 10.0% 6.5%

Market Profile

Approximately 70% of PCSO lotto sales nationwide was generated by Luzon operations, and about 30% of
sales is contributed by the VISMIN regions for the year ended 2018 This may be due to Luzon’s higher
population density, and higher average disposable income of residents. On the other hand, the VISMIN
area faces some challenges due to its geography, more frequent power failures and intermittent telco
connectivity.

As of the end of 2018, the Company'’s total terminal deployment in VISMIN territory covered 68 cities out of
122 total cities and 575 municipalities out of total 648. In Luzon, the Company’s lotto terminal deployment,
covered 54 cities and 73 municipalities. The Company covers 100% of the VISMIN sales and only 5% in
Luzon due to its restricted entry since 2012.
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Competition

The Company expects the aggressive push for Small Town Lottery (STL) and the prevalence of illegal
gambling particularly in interior towns and remote areas to continue to provide competition to its online lotto
revenues. However, management believes that the Company has limited competition with its online keno
game that appeals to a different market segment and is distributed nationwide.

Organization and Manpower

As of December 31, 2018, the Group had a total of 952 employees, of which, 734 belong to Operations and
218 were administrative and other support personnel. None of the employees of the Company have
organized themselves into any labor union. The Company also provides its employees additional benefits
such as health card, life and accident insurance, retirement plan, training and development programs, and
wellness programs, among others.

The Company believes that it has maintained balanced relationships with the rank and file and does not
anticipate any labor-management issues to arise in the near term. The Company believes that its
relationships with its employees have been consistently good and productive.

Risks
Some of the risks that the Company and its subsidiaries may be exposed to are the following:
1. General Risks

The Company experienced some opposition from Local Government Unit (LGU) officials in certain
VISMIN areas during its introductory phase. Future opposition from government officials in certain areas
is difficult to predict. Any opposition may hinder or slowdown the opening of other untapped areas for
lotto and keno outlets. Any incidence of, or a perception of political resistance may adversely affect the
Company’s business and financial growth.

2. Risks Relating to the Equipment Lease Agreement (ELA) with PCSO

The Company’s ELA with PCSO shall end by July 31, 2019. However, as of January 2019, PCSO has
not yet issued its Terms of Reference for the bidding of its nationwide online lottery system (NOLS).
PCSO’s bidding process for its NOLS in 2017 was aborted via a TRO from Philippine Gaming
Management Corporation (PGMC) in July 2017. This means that the Company will have to continue
to operate under the current ELA terms beyond July 2019 for at least another year, when PCSO is able
to hold its bidding, award the new ELA contract and undertake a lottery system transition to the new
service provider. Should the PCSO bidding for NOLS be held in 2019, the Company is well positioned
to be a front runner in said bidding.

While the Company relied on lotto revenues in the past, its other business units are able to contribute
about 59% of its consolidated total gross revenues in 2018. These other revenue streams from online
keno and retail distribution are still projected to grow in the coming years.

3. Risks Relating to the Company and its Subsidiaries

a. Dependence on Suppliers
The Company’s lottery operations is anchored on a two-system network. The Company has existing
contracts, each distinct and entered into separately, with two global leaders in the lottery industry,
namely Scientific Games and Intralot, for the supply of computer supported lottery gaming systems.
In the event that the contracts, whether collectively or individually, are terminated or suspended,
operations and business of the Company may be impaired.
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b. Business Interruption Risk

The operations of the Company and its subsidiaries are dependent on the reliability of its central
computer system and the communications infrastructure needed to run it. Any breakdown or failure in
the system provided by its suppliers, or failure in the communication infrastructure may negatively affect
the Company'’s financial performance. However, this risk of business interruption is unlikely to happen
due to the redundancy offered by the two suppliers. The communications infrastructure is being
provided mainly by the two biggest telco providers in the country, namely: PLDT/Smart and Globe. The
Company also contracted VSAT to provide connectivity to sites where Smart and Globe are not
available.

ltem 2. Properties

The Company’s online lottery operations are conducted mainly in Cebu, where its central system data center
and logistics center are located. It also has set up 7 logistics hubs in 7 major VisMin cities to ensure efficient
service delivery to the PCSO lottery agents. The Company Head Office is located in Pasig City.

There are no real properties owned and there are no plans to acquire them in the next twelve (12) months.
The Company, together with its subsidiaries, lease all of its data center, logistics centers and hubs, and
business offices. These properties are not mortgaged nor are there any liens and encumbrances that limit
ownership or usage of the same.

The leased properties for business offices, data center, logistics facilities, and retail outlets reached about
8,008 sqm by year end 2018. About 67% of these properties are located in Luzon, and 33% in VisMin.
Majority of the properties in Luzon are found in Metro Manila while those in VisMin are in Cebu. The logistics
centers’ area are about 3,391 sqm in total, with 1,433 sqm in Cebu and 1,958 sqm in Metro Manila. Lease
terms for most office and warehouse spaces range from two (2) to five (5) years. Majority of leased spaces
pertaining to retail outlets have one (1) year lease term only as dictated by mall leasing policies. All lease
agreements have provisions for renewal subject to terms and conditions mutually agreed upon by all parties
concerned. The lease agreements provide for minimum rental commitment with annual rental escalation
rates ranging from 3% to 10%. Rent expense charged to operation amounted to P126.6 million in 2018,
P87.1 million in 2017 and P52.6 million in 2016.

The Company’'s major assets are lottery equipment, which consists mainly of lottery terminals, data center
equipment, software and operating systems. The equipment provided by the Company to PCSO for its
lottery operations are described under the “Business” section.

Item 3. Legal Proceedings

1. “TMA Group of Companies, et al. vs. Philippine Charity Sweepstakes Office (PCSO), et al.”
RTC 66, Makati City- Civil Case No. 11-310/569 [321-106]

This is a complaint for specific performance and damages filed by TMA Australia Pty. Ltd. and its local
subsidiary, TMA Group Philippines, Inc. (TMAP), against PCSO as regards their contract for the supply of
lotto paper. The complainants subsequently amended their complaint to include Pacific Online Systems
Corporation (Pacific Online) and Philippine Gaming Management Corporation (PGMC) as defendants. They
prayed for a temporary restraining order and/or writ of preliminary injuction to enjoin all defendants from
doing anything in violation or derogation of the contractual terms of the Joint Venture Agreement (JVA)
dated December 4, 2009 for the supply of lotto paper. No damages were prayed for against Pacific Online.
On June 22, 2017, a Notice of Dismissal dated June 15, 2017 was received from TMAP praying for the
dismissal of the Supplemental Complaint against Pacific Online pursuant to Section 1 of Rule 17. No
objection was interposed to and/or comment on the Notice of Dismissal. Thus, in an Order dated June 28,
2017, the court dismissed the case against Pacific Online.
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2. “TMA Australia Pty. Ltd. And TMA Group Philippines, Inc. v. Pacific Online.”
RTC 66, Pasig City-Civil Case No. R-PSG-17-02130 [321-108]

This refers to a case for Tortious Interference and payment of Damages filed by TMA Australia Pty. Ltd. and
TMAP against Pacific Online in August 2017. They alleged that Pacific Online wrongfully interfered with the
implementation of the Contractual Joint Venture Agreement (CJVA) between the TMA Group and PCSO
when it entered into several lease agreements with the latter that included a supply of paper provision. They
also applied for a writ of preliminary injunction (WPI) against Pacific Online and prayed for damages in the
amount of at least One Million Pesos (P1,000,000.00). On August 30, 2017, an Opposition against the
issuance of an injunction on the ground that TMAP failed to establish its clear and unmistakable right under
the CJVA. On September 6, 2017, the presentation of evidence regarding the injunction was concluded. But
to date, no order was yet received from the court denying or granting the TMAP’s application for injunctive
writ. On September 13, 2017, a Motion to Dismiss the principal case of Tortious Interference was filed by
Pacific Online on grounds of lack of subject matter jurisdiction, failure to state a cause of action, forum
shopping and failure to implead an indispensable party. As of December 31, 2018, no order was yet received
from the court denying or granting Pacific Online’s Motion to Dismiss.

Insofar as the matter of the Injunction is concerned, Pacific Online was able to deliver all paper requirements
of PCSO as stipulated under the Equipment Lease Agreement even before the Writ of Preliminary Injunction
was issued and served on the company. Moreover, the paper supply to PCSO subject of TMAP’s complaint
pertained to that under the ELA that ended 31 July 2015, which was extended by a Supplemental ELA that
ended 31 July 2018. The subsequent and currently existing agreement between PCSO and Pacific Online
no longer has any provision for the supply of lotto paper to PCSO. Thus, the residual issue in case now
pertains only to TMAP's claim for damages against Pacific Online, which shall be fully threshed out at the
trial of the case. Insofar as Pacific Online is concerned, its defense against the charge of tortious
interference is that the ELA was entered into even before the CJVA between PCSO and TMAP. There is in
fact no specific allegation in the complaint that Pacific Online had prior knowledge of the CJVA when the
ELA was executed. Notably, prior knowledge of the existence of a contract is an element of tortious
interference. In addition, TMAP itself admitted that the implementation of the CJVA was terminated by PCSO
on the basis of a new opinion from the Office of the General Corporate Counsel (OGCC). Furthermore, the
existence of an ongoing case between PCSO and TMAP pertaining to the CJVA used by TMAP as basis
for its tortious interference case against Pacific Online shows that its alleged contractual rights supposedly
impinged upon by Pacific Online are contested and indefinite.

3. “Philippine Charity Sweepstakes Office, et al. v. Hon. Rommel C. Baybay et al.”
CA GR SP No. 128259 [321-105].

This case arose when Judge Rommel Baybay of RTC-Makati, Br. 143, in Civil Case 12-530, granted
PGMC's application for injunction enjoining Pacific Online from leasing its equipment for PCSO’s online
lottery operations in Luzon. On September 5, 2012, a Writ of Preliminary Injunction (Injunction) was issued
by Branch 143 of the Regional Trial Court (RTC) of Makati. The Injunction orders PCSO to refrain from 1)
implementing, enforcing or exercising any right arising from the 2012 ELA between the Pacific Online and
PCSO 2) ordering or allowing the Pacific Online, or any third party, to install or operate any equipment,
computer or terminal relating to online lottery operations in Luzon, and 3) committing any act that in any
way violates or otherwise interferes with the ELA between PGMC and PCSO. Pacific Online filed a case
with the Supreme Court to nullify the Injunction. PCSO also filed a case with the Court of Appeals likewise
questioning the Injunction. On July 17, 2013, the Supreme Court decided that the case brought by Pacific
Online be consolidated with the case between PGMC and PCSO in the Court of Appeals, thus making the
Pacific Online a party to the case before the Court of Appeals.

Meanwhile, PGMC and PCSO entered into an Interim Settlement whereby they agreed, among others, to
maintain the status quo insofar as the terminals already installed in Luzon by Pacific Online are concerned.
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In the same Interim Settlement, PGMC and PCSO also agreed to submit to arbitration before the
International Court of Arbitration (ICA) the issue of the alleged exclusivity conferred by the ELA to PGMC
for online lotto operations in Luzon. Pacific Online tried to join the arbitration but its Request for Arbitration
dated May 12, 2014 was denied by the ICA on July 17, 2014, due to PCSO’s opposition. An Urgent Motion
to resolve was filed by Pacific Online with the Court of Appeals to compel the court to issue an order to
PGMC and PCSO to include Pacific Online in the negotiations. This matter was not resolved by the Court
of Appeals.

On January 29, 2016, PCSO filed a Manifestation with Motion to Dismiss dated January 12, 2016 with RTC
of Makati, stating that the presiding Judge approved PGMC and PCSQ's "Interim Settlement" dated
December 11, 2013 wherein it was agreed that the case will be archived pending arbitration. PCSO also
averred that, on December 13, 2015, PGMC and PCSO executed a "Supplemental and Status Quo
Agreement" wherein the parties agreed to dismiss all pending judicial and civil actions between them but
shall continue with the arbitration proceedings. Thus, pursuant to said agreement, PCSO withdrew its
Petition for Certiorari in the Court of Appeals, which was granted by virtue of the Resolution dated March 1,
2016. PCSO also prayed for the dismissal of the RTC case, but this was denied by the RTC Makati after
PGMC opposed PCSO’s motion to dismiss.

In the meantime, the Court of Appeals required the parties to file their respective Memoranda in the case.
On September 13, 2017, Pacific Online filed its Memorandum. PCSO opted not to file its own Memorandum,
but manifested instead that it was adopting the Memorandum of Pacific Online. On January 8, 2019, Pacific
Online’s counsel received a Decision by the Court of Appeals dated December 17, 2018 dismissing Pacific
Online’s Petition for Certiorari and Prohibition. Pacific Online decided to no longer pursue a Motion for
Reconsideration. To a certain extent, the Petition served its purpose as after the same was filed, the RTC
Makati put on hold the hasty implementation of the injunction. Subsequent events have rendered moot the
issues in the case. Aside from the ICA arbitration decision, the ELA at issue in the case has also been
amended and superseded thrice. Recently, we understand that the ELAs of both POSC and PGMC were
extended for one year starting 1 August 2018 pursuant to Board Resolution 229, Series of 2018, which, in
turn, was issued to give PCSO enough time to prepare for the required public bidding for lotto equipment
supply. With this development, the adverse effect against POSC - the reason that this case was initiated in
the first place - is no longer attendant.

Iltem 4. Submission of Matters to a Vote of Security Holders

A special stockholders’ meeting was convened last September 25, 2018, wherein the increase in
capitalization to P2.288 billion and stock dividend of 422,431,981 shares to its shareholders were approved.
The record date for said stock dividend will be set upon approval by the Securities and Exchange
Commission (SEC) on the increase in authorized capital stock out of which the stock dividend shares will
be issued. Said special stockholders’ meeting was approved by the BOD during its meeting on August 14,
2018.
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PART Il - OPERATIONAL FINANCIAL INFORMATION

Iltem 5. Market for Registrant’s Common Equity and Related Stockholder Matters Market
Information

The Company became a listed company with the listing of its shares with the Philippine Stock Exchange on
April 12, 2007.

As of December 31, 2006, the Company had an authorized capital stock of 500 million common shares (at
P1.00 par value), of which 125.25 million shares have been issued and outstanding. On February 9, 2007,
the Company issued an additional 54 million shares from its authorized capital stock, increasing the issued
and outstanding shares to 179.25 million shares. On March 27, 2007, the Company offered its shares for
sale to the public through an initial public offering (IPO) with a primary offer of 11.8 million common shares
and a secondary offer of 28 million common shares. Prior to the Offer, there have been no public trading
market for the Company’s common shares. On November 19, 2007, the SEC approved the issuance of
8.048 million common shares from the Company’s unissued authorized capital stock resulting from the
valuation of the deposits for future subscription as consideration for the issuance of shares, at the total
subscription price of P124.744 million. On May 6, 2008, the BOD approved the allocation of 2.174 million
shares to its executives and employees and to the officers of Lucky Circle Corporation (“LCC”), which is
exercisable over a period of three years from May 6, 2008 until May 6, 2011. The exercise price of the
option was fixed at P8.88 per share. On May 19, 2008, grantees of the stock options exercised 617 thousand
shares of the Company’s stock at P8.88 per share. In 2011 and 2010, certain grantees of the stock options
exercised 495 thousand shares and 455 thousand shares respectively, also at P8.88 per share.

On July 11, 2008, the BOD authorized the Parent Company to buy back up to 2,000,000 shares from the
public as a means of preserving the value of the Parent Company’s shares and maintaining investor
confidence. In addition, on October 14, 2008, the BOD approved to extend its share buy-back program up
to a maximum of 10% of the Parent Company’s outstanding capital stock. For the same reasons as above,
the Company bought back 1,478,000 shares in 2018 and 18,771,546 shares in 2017. The movements in
treasury shares are as follows:

December 31, 2018 December 31, 2017
Number of Number of
Shares Amount Shares Amount
Balance at beginning of
the year 23,755,492 P268,660,770 4,983,946  P56,819,178
Acquisitions 1,478,000 16,606,788 18,771,546 211,841,592

Balance at end of the year 25,233,492 P285,267,558 23,755,492 P268,660,770

Dividends

On April 26, 2018, the BOD, upon recommendation of management, declared cash dividends paid in 2
tranches on May 31 and August 31.

2018
Declaration Record Date Payment Per Share Amount
April 26, 2018 May 14, 2018 May 31,2018 P0.30 P126,762,110
April 26, 2018 August 3,2018  August 31, 2018 0.30 126,709,115

P253,471,225

On August 14, 2018, the BOD declared a 100% stock dividend to the Company’s stockholders, which the
record and payment dates will be set subject to the approval of the SEC of the increase in its authorized
capital stock. The stock dividend will be issued out of the increase in authorized capital stock. The
declaration of the stock dividend was approved at the special meeting of the stockholders held on
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September 25, 2018.

In 2017, the Company declared cash dividends as follows:

Declaration Record Date Payment Per Share Amount
May 2, 2017 May 17,2017 May 31, 2017 P0.30 P130,101,926
May 2, 2017 August 11, 2017 August 31, 2017 0.30 130,101,926
December 6, 2017 January 5, 2018 January 31, 2018 0.20 86,734,617
P346,938,469

In 2016, the Company declared cash and stock dividends as follows:

Cash dividends
Declaration Record Date Payment Per Share Amount
January 26, 2016 February 10, 2016 March 7, 2016 P0.60 P179,066,190
October 20, 2016 November 8, 2016 December 5, 2016 0.38 170,112,880
P349,179,070

Stock dividends
Declaration Record Date Payment Amount
May 24, 2016 June 14, 2016 July 8, 2016 50% stock P149,221,823

Note: The 50% stock dividend declared translates to additional 49,221,823 shares issued.

On August 14, 2018, the BOD approved the amendment in the Company’s articles of incorporation to
increase its authorized capital stock from P500 million divided into 500 million common shares to P2,288
million divided into 2,288 million common shares. The increase in the authorized capital stock was approved
at the special meeting of the stockholders held on September 25, 2018. The increase in authorized capital
stock is pending approval of the Securities and Exchange Commission (SEC) as at December 31, 2018

There is no provision in the Company’s charter or by-laws that would delay, deter, or prevent a change in
control of the Company.

Stock Prices
As of the trading date, January 31, 2019 the stocks of the Company closed at P9.25 per share. The

Company’s stock price was pegged at a high of P10.38 and at a low of P9.23 as of the same date. The
stock prices as of quarter end date for 2018 are as follows:

2018 High  Low
First Quarter 15.40  10.00
Second Quarter 1190 11.02
Third Quarter 1150 10.50
Fourth Quarter 11.00 9.52

As of December 31, 2018, the Company’s market capitalization amounted to P 4,688,994,989 based on the
closing price of P11.10 per share. Likewise, its market capitalization as of January 31, 2019 amounted to
P3,907,495,824 based on the closing price of P9.25 per share.
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Security Holders

As of December 31, 2018, Pacific Online had 55 shareholders, corresponding to total common shares
outstanding of 422,431,981. The top 20 stockholders as of the same date are listed below:

Name No. of Shares Held % to Total
1. PREMIUM LEISURE CORP. 224,280,403 50.1000
2. PCD NOMINEE CORPORATION 177,306,489 39.6069
3. OCIER, WILLY N. 35,909,675 8.0215
4. ABACUS CONSOLIDATED RESOURCES & 8,267,965 1.8469
HOLDINGS, INC.
5. OCIER WILLY &/OR GERALDINE E.Y. OCIER 719,500 0.1607
6. SY, HANS TAN 400,000 0.0894
7. WS FAMILY FOUNDATION, INC. 225,000 0.0503
8. OCIER, MISCHEL GABRIELLE E.Y. 195,000 0.0436
9. KILAYKO, GREGORIO U. 100,000 0.0223
10. LIM, MAURICE D. 50,000 0.0112
11. BENITEZ, ALFREDO B. 34,100 0.0076
12. CHAN, CARMELITA 33,000 0.0074
13. VILLANUEVA, MYRA P. 11,700 0.0026
14. CHAN, CARMELITAD.L. 16,650 0.0037
15. TAGUBA, LUCILA A. 10,000 0.0022
16. SY, CAROLINE TANCUAN 10,000 0.0022
17. SY, HANS JR. TANCUAN 10,000 0.0022
18. SY, HARVEY CHRISTOPHER TANCUAN 10,000 0.0022
19. SY, HOWARD CONRAD TANCUAN 10,000 0.0022
20. PEREZ, JOSE DEXTERF. 9,000 0.0020

Recent Sale of Unregistered Securities
There have been no sales of unregistered securities since 2012.
Voting Rights

At each meeting of the shareholders, every stockholder entitled to vote on a particular question or matter
involved shall be entitled to one vote for each share of stock standing in his name in the books of the
Company at the time of closing of the transfer books for such meeting.

Dividend Rights of Common Shares

The Company’s board of directors is authorized to declare cash, property, or stock dividends or a
combination thereof. A cash dividend declaration requires the approval of the Board and no shareholder
approval is necessary. A stock dividend declaration requires the approval of the Board and shareholders
representing at least two-thirds of the Company’s outstanding capital stock. Holders of outstanding shares
on a dividend record date for such shares will be entitled to the full dividend declared without regard to any
subsequent transfer of share. Other than statutory limitations, there are no restrictions that limit the
Company from paying dividends on common equity.

Appraisal Rights
As provided for by law, any stockholder shall have a right to dissent and demand payment of the fair value

of his shares in the following instances:
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1. In case any amendment of the articles of incorporation has the effect of changing or restricting the
rights of any stockholders or class of shares, or of authorizing preferences in any respect superior to
those of outstanding shares of any class, or of extending or shortening the term of corporate
existence;

2. In case of sale, lease, exchange, transfer, mortgage, pledge or other disposition of all or substantially
all of the corporate property and assets as provided in the Corporation Code of the Philippines and;

3. In case of merger or consolidation.

Item 6. Management Discussion and Analysis of Operating Performance
and Financial Condition

Results of Operations and Financial Condition

2018 Compared to 2017

The Group generated total revenues from operating sources of about P1.936 billion for the year ended
December 31, 2018, a decrease of P384 million (17%) over total revenues of P2.320 billion during the same
period in 2017. The decrease in revenue was due to lower lottery sales, which was caused by the expansion
of Small Town Lottery (STL) from 17 to 86 operators and the 20% increase in lottery ticket prices with the
implementation of the Documentary Stamp Tax (DST) on lottery tickets as mandated by the TRAIN Law in
2018. The STL games offer lower ticket prices and higher payout ratios versus the online lotto and keno
games.

The Group’s total operating expenses, including depreciation and amortization, for the year ended
December 31, 2018 decreased by P37.9 million (2%) to P1.614 billion, from P1.652 billion in 2017. The
decrease is attributed to the following:

Consultancy fees decreased by P35.2 million (54%) due to lower lottery sales, on which the
fees are based on;

Management fees decreased by P25.2 million (36%) due to the decrease in EBITDA, on
which the fees are based on;

Advertising and promotion decreased by P32.3 million (45%) due to reduction in keno
marketing and promotional activities as compared to 2017;.,

Operating supplies decreased by P57.2 million (26%), mainly due to the takeover by PCSO of
lotto paper supplies as part of the terms in the extension of the lotto ELA starting August 1,
2018;

- No provision for possible impairment of receivables was recorded in 2018, while the P25.0
million provision in 2017 was required for possible impairment of past due accounts
receivable and unused input taxes of the nine (9) subsidiaries that LCC acquired in 2017;

Other expenses decreased by P20.4 million (45%) mainly due to lower miscellaneous incidental
business expenses.

The decreases accounted for in the foregoing expense accounts were offset mainly by the combined
increases of the following expense accounts:

Personnel costs increased by P82.5 million (31%) mainly due to the acquisition of the nine (9)
subsidiaries of LCC in 2017, which effectively increased the manpower of the Group;
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Rent and utilities increased by P49.6 million (30%) due to rental rate escalation of the Group’s
offices and logistics centers and the expanded retail outlets resulting from the acquisition of
LCC’s subsidiaries in 2017,

Entertainment, amusement and recreation expense increased by P4.1 million (26%) due to
higher business representation expenses incurred in 2018

Other income (net of other charges) increased by P107.3 million from last year's P54.2 million,
mainly due to the full recognition of the P203.5 million brand and trademark license fee and its
corresponding interest income of P12.5 million covering the exclusive use of the Company’s
instant scratch ticket trademarks by PMLC over 5 years starting on January 1, 2018. This other
income was reduced by the provision of P110.9 million impairment of the goodwill pertaining to
the acquisition of Falcon Resources Inc. (FRI) by TGTI. Based on projections of declining
revenues from FRI's core business of instant ticket distribution in the next few years,
management deems it prudent to impair the goodwill.

The Group’s net income after tax of P304.0 million represents a P188.8 million (38%) decline from last
year's net income of P492.9 million. The lower net income in 2018 was a result of the double-digit decline
in lottery sales as explained above.

In 2018, Company booked a net fair value loss on investment in shares of stock of P306.8 million versus a
netgain of P119 millionin 2017. This translates to a P425.8 million decrease in fair value gain on investment,
which resulted to a net comprehensive income of P9.64 million that is equivalent to about 2% of last year's
P613.21 million net comprehensive income.

Total assets of the Company decreased by P530.8 million (20%) to P2.10 billion as of December 31, 2018,
from P2.63 billion as of December 31, 2017. Decreases in assets are attributable to the following:

Marketable securities decreased by P22.8 million (13%) due to unrealized mark-to-market loss
amounting to P11.9 million and disposal of P10.9 million worth of securities during the year;

Trade and other receivables-net decreased by P218.2 million (43%) due mainly to the lower
lotto and keno sales as of last quarter of 2018 plus the lower ELA rate on lotto sales starting
August 1, 2018 as part of the terms in the extension of the contract for another year;

Investment in stocks went down by P272.3 million (37%) due to the decrease in the stock
market prices of investments on hand during 2018;

Goodwill and intangibles decreased by P110.9 million (87%) as a result of the impairment of
the goodwill initially booked when FRI was acquired by TGTI in 2014;

Property and equipment decreased by P178.1 million (41%) due to depreciation of lottery
equipment and other fixed assets

The decreases in the assets above were offset by the following increases:

Cash increased by P124.1 million (28%) mainly due to the acquisition of the nine (9)
subsidiaries of LCC during the second half of 2017;

Other current assets increased by P30 million (26%) due to recognition of prepaid income taxes
and reclass from non-current of the cash bond held in escrow for the instant ticket MOA with
PCSO that was approved for release in 2019.

Other noncurrent assets increased by P126.3 million (159%) due to the reversal of the an
accrual for a payable to PCSO pertaining to the long term MOA on instant tickets, which expired
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in 2016, and reclass of its corresponding cash bond held in escrow to current assets, approved
for release in 2019.

Retirement benefit asset increased by P6.5 million (479%) due to additional contribution made
to the retirement fund;

Total liabilities of P342.5 million was down by P271.3 million (44%) over last year's P613.8 million due
principally to the following:

Trade and other current liabilities decreased by P247.9 million (50%) due mainly to payables
booked as of yearend 2017 for dividends and lotto paper, which were notincurred as of yearend
2018;

Income tax payable went down by P20 million (68%) due to lower net income vs. last year;

As of December 31, 2018, the Company has:

a) No known trends or any demands, commitments, or events that will result in or that are
likely to result in the liquidity increasing or decreasing in any material way;

b) No events that will trigger direct or contingent financial obligation that is material to the
company, including any default or acceleration of an obligation;

c) No material off-balance sheet transactions, arrangements, obligations (including
contingent obligations), and other relationships with unconsolidated entities or other
persons created during the reporting period; and

d) Not breached any loans, leases or other indebtedness or financing agreement.

Key Performance Indicators

The Company monitors its performance and benchmarks itself to prior year's results in terms of the following
indicators:

As of
Dec. 31, 2018 Dec. 31, 2017
Current Ratio 4.00:1.00 2.16:1.00
Debt-to-Equity Ratio 0.19:1.00 0.30:1.00
Asset-to-Equity Ratio 1.19:1.00 1.30:1.00
For the year ended
Dec. 31, 2018 Dec. 31, 2017
Return on Equity 17.27% 24.40%
Return on Assets 14.46% 18.71%
Interest Coverage Ratio 79.04:1.00 67.46: 1.00
Solvency Ratio 1.56:1.00 1.17:1.00
Book Value per Share 417 4.77
The above performance indicators are calculated as follows:
Current Ratio Current Assets
Current Liabilities
Debt to Equity Ratio Total Liabilities
Total Equity
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Asset-to-equity Ratio Total Assets

Total Equity
Return on Stockholders’ Equity Net Income
Total Equity
Return on Assets Net Income

Total Assets

Interest Coverage Ratio Income Before Interest & Tax
Interest Expense
Solvency Ratio Net Income + Depreciation

Total Liabilities

Book Value per Share Total Equity
Total Shares Outstanding

2017 Compared to 2016

The Company, consolidated with its subsidiaries, generated total revenues from operating sources of about
P2.32 billion for the year ended December 31, 2017, an increase of P432 million (23%) over total revenues
of P1.89 billion during the same period in 2016. The increase in revenue was due to higher lottery sales
resulting from more P100 million lotto jackpot prizes, additional draw for Ultra Lotto 6/58 game, additional
Keno terminal rollouts, and acquisition of nine (9) entities engaged in retail distribution of lottery tickets
nationwide.

The Company’s total operating expenses, including depreciation and amortization, for the year ended
December 31, 2017 increased by P362 million (28%) to P1.65 billion, from P1.29 billion in 2016. The
increase is attributed to the following:

Personnel costs increased by P99.9 million (47%) mainly due to the acquisition of the nine (9)
subsidiaries of LCC which effectively increased the manpower of the Group;

Depreciation and amortization charges increased by P54.3 million (32%) due to depreciation of
new lottery machines and equipment and other fixed assets acquired in 2016;

Rent and utilities increased by P43.2 million (57%) due to additional logistics hubs set up in
VisMin and the expanded retail outlets resulting from the acquisition of LCC'’s subsidiaries;

Consultancy fees increased by P7.4 million (13%) due to higher sales, on which the fees are
based on;

Communication expenses increased by P8.4 million (8%) due to additional communication links
resulting from additional lotto and keno terminal rollout;

Management fees increased by P5.2 million (8%) due to the increase in EBITDA, on which
the fees are based on;

Repairs and maintenance increased by P5.6 million (12%) due to renovation and repairs of
logistics and office facilities;

Advertising and promotion increased by P58.0 million (434%) due to more aggressive keno
marketing and promotional activities implemented during first half of the year, while there was
no such activity in 2016.
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Operating supplies increased by P25.7 million (13%), mainly due to higher consumables,
resulting from higher lottery sales;

- Impairment losses on receivables increased by P7.7 million and provision for probable losses
increased by P25M due to additional provision required for possible impairment of past due
accounts receivable and unused input taxes of the 9 subsidiaries that LCC acquired.

Other expenses increased by P22.8 million (92%) mainly due to higher miscellaneous incidental
business expenses.

The increases accounted for in the foregoing expense accounts were offset mainly by the combined
decreases of the following expense accounts:

Professional fees decreased by P3.8 million (22%) due to lower fees paid during the period,
and

Entertainment, amusement and recreation expense decreased by P2.6 million (14%) due to
lower business representation expenses incurred in 2017;

Other income (net of other charges) increased by P68.2 million in 2017 from net charges of P14.1 million in
2016, mainly due to improved mark to market gain on marketable securities of P39.3 million, increase in
excess input taxes of P18.7 million, and the P11.8M service income earned in 2017.

In 2017, a fair value gain on investment in shares of stock of P119.0 million was posted, which resulted in
a total net comprehensive income of P613.2 million for 2017 versus P607.7 million total net comprehensive
gain in 2016.

Total assets of the Company increased by P206.6 million (9%) to P2.6 billion as of December 31, 2017,
from P2.4 billion as of December 31, 2016. Increases in assets are attributable to the following:

Cash increased by P188.2 million (73%) mainly due to the acquisition of the nine (9)
subsidiaries of LCC during the second half of 2017;

Marketable securities increased by P12.5 million (8%) due to additional marketable securities
purchased at P10.2 million and the unrealized mark-to-market gain amounting to P2.2 million;

Retirement benefit asset increased by P1.0M (320%) due to additional contribution made to the
retirement fund;

Other noncurrent assets increased by P24.5 million (45%) due to the bonds and rental deposits
of the additional subsidiaries purchased.

The increases in assets above were offset by the following decreases:

Other current assets decreased by P8.2 million (7%) due to application of prepaid income taxes
against income tax payable, and

Property and equipment decreased by P40.9 million (9%) due to higher depreciation expense
for the year;

Total current liabilities increased by P180.7 million (46%) from P394.9 million in 2016 to P575.6 million in
2017 due to the declaration of P86.7 million cash dividends in December 2017 for payment in January 2018
and accrual of operating expenses pertaining to the 9 subsidiaries acquired in 2017.
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Key Performance Indicators

The Company monitors its performance and benchmarks itself to prior year's results in terms of the following
indicators:

As of

Dec. 31, 2017 Dec. 31, 2016
Current Ratio 2.16:1.00 2.65:1.00
Debt-to-Equity Ratio 0.30:1.00 0.24:1.00
Asset-to-Equity Ratio 1.30:1.00 1.24:1.00

For the year ended

Dec. 31, 2017 Dec. 31, 2016
Return on Equity 24.40% 20.42%
Return on Assets 18.71% 16.50%
Interest Coverage Ratio 67.46:1.00 46.77 : 1.00
Solvency Ratio 1.17:1.00 1.22:1.00

The above performance indicators are calculated as follows:

Current Ratio Current Assets
Current Liabilities
Debt to Equity Ratio Total Liabilities
Total Equity
Asset-to-equity Ratio Total Assets
Total Equity
Return on Stockholders’ Equity Net Income
Total Equity
Return on Assets Net Income

Total Assets

Interest Coverage Ratio Income Before Interest & Tax
Interest Expense
Solvency Ratio Net Income + Depreciation

Total Liabilities
2016 Compared to 2015

The Company generated total revenues from operating sources of about 21.89 billion for the year ended
December 31, 2016, an increase of 2169.8 million (10%) over total revenues of R1.72 billion during the
same period in 2015. The increase in revenue was due to increase in keno sales resulting from additional
rollout of keno terminals and due to higher scratch ticket sales nationwide resulting from increased customer
awareness.

The Company’s total operating expenses, including depreciation and amortization, for the year ended
December 31, 2016 increased by P77.7 million (6%) to P1.29 billion, from R1.21 billion in 2015. The
increase is attributed to the following:

Depreciation and amortization charges increased by P53.8 million (46%) due to depreciation of
new lottery machines and equipment and other fixed assets acquired in 2015;
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Rent and utilities increased by P4.0 million (6%) due to additional facilities leased for keno
operations and rental rate escalation of existing leased premises;

Communication increased by P5.8 million (6%) due to additional communication links for both
lotto and keno;

Management fees increased by P8.5 million (15%) due to the increase in earnings before tax,
which is the basis of the fees;

Repairs and maintenance increased by P5.1 million (11%) due to renovation and repairs of
facilities;

Professional fees increased by P1.4 million (9%) due to additional lawyers’ fees incurred;

Operating supplies increased by P20.9 million (12%), due mainly to higher keno consumables,
resulting from higher keno sales;

The increases accounted for in the foregoing expense accounts were offset mainly by the combined
decreases of the following expense accounts:

Consultancy fees decreased by P10.3 million (15%) due to termination of one consultancy
agreement;

Travel and accommodation decreased by P8.2 million (10%) due to less business trips;

Advertising and promotion decreased by P2.1 million (14%) due to lower marketing expenses
for scratch tickets;

Entertainment, amusement and recreation expense decreased by P3.4 million (16%) due to
lower business representation expenses incurred in 2016;

Impairment losses on receivables decreased by P8.6 million (100%) as provision for
uncollectible receivables was reduced;

Other income (net of other charges) decreased by P20.5 million in 2016 from P6.4 million in 2015, mainly
due to lower gain on sale of marketable securities of P7.4 million, lower dividend income of P5.4 million
received in 2016, decrease in excess input tax of P13.5 million in 2016, and offset by P6.3million
improvement on mark to market loss on marketable securities.

In 2016, a fair value gain on investment in shares of stock of P208.8 million was posted, which resulted in
a total net comprehensive income of P607.7 million for 2016 versus P48.7 million total net comprehensive
loss in 2015.

Total assets of the Company increased by P216.1 million (10%) to P2.4 billion as of December 31, 2016,
from P2.2 billion as of December 31, 2015. Increases in assets are attributable to the following:

Trade and other receivables increased by P129.8 million (36%) due to higher receivable from
PCSO and receivables from instant tickets distribution, resulting from higher lottery sales;

Other current assets increased by P12.9 million (11%) due to higher inventories of lottery
consumables and prepaid taxes;

Investments in stocks increased by P234.1 million (49%) due to additional purchases of stocks
and the fair value gain amounting to P208.8 million.
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The increases in assets above were offset by the following decreases:
- Marketable securities decreased by P60.8 million (27%) due to sale of some marketable
securities and the unrealized mark-to-market loss amounting to P37.0 million;

Property and equipment decreased by P65.6 million (12%) due to higher depreciation expense
for the year;

Deferred tax assets decreased by P27.6 million (65%) due to utilization of deferred income
taxes offset against income tax payable;

Other noncurrent assets decreased by P3.1 million (6%) due to collection of escrow account.
Total current liabilities increased by P41.0 million (12%) from P353.8 million in 2015 to P394.9 million in
2016 due to withholding taxes payable on cash dividends declared and higher income taxes payable

resulting from higher taxable income for the year 2016.

Key Performance Indicators

The Company monitors its performance and benchmarks itself to prior year's results in terms of the following
indicators:

As of
Dec. 31,2016 Dec. 31, 2015
Current Ratio 2.65:1.00 2.74:1.00
Debt-to-Equity Ratio 0.24:1.00 0.26:1.00
Asset-to-Equity Ratio 1.24:1.00 1.26:1.00

For the year ended

Dec. 31, 2016 Dec. 31, 2015
Return on Equity 20.42% 19.62%
Return on Assets 16.50% 15.61%
Interest Coverage Ratio 46.77 : 1.00 48.04:1.00
Solvency Ratio 1.22:1.00 1.02:1.00

Plans and Prospects

The Company expects the next two years to be very challenging in light of the continuing expansion of
PCSO’s Small Town Lottery (STL) operations nationwide that cannibalized the lotto digit games. The
implementation of the TRAIN Law’s imposition of prize taxes and higher documentary sales taxes (DST) on
lottery prizes and sales in 2018 also dampened the market’s appetite for lottery games in 2018.

With the expiration of the lotto ELA with PCSO in July 2019, a bidding for the Nationwide Online Lottery
System (NOLS) provider is what PCSO will most likely pursue within the year. The Company is confident
that it will be ready to participate in said bidding and be a front-runner. In addition to the Company'’s lottery
experience of over 20 years, and its technology partners that are considered global leaders in the gaming
industry, the Company has maintained its ISO certification for Quality Management System (ISO 9001) and
Information Security Management (ISO/IEC 27001), with SGS as its certifying body since 2015. The
Company also acquired membership with the World Lottery Association (WLA) in 2018 and will apply for
its WLA Security Standards certification in 2019.
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Due to constraints beyond its control, the Company was unable to launch its new platform for lottery
distribution. However, the Company is committed to pursue its programs and projects that will ensure that
the Company remains relevant in the evolving arena of the Philippine gaming industry. Aside from the fast-
changing market demographics and technological advancements, the Philippine gaming industry is also
faced with regulatory, environmental and social changes. The Company is very well aware of these
challenges and remains steadfast in being proactive and dynamic in its business strategies, to ensure
sustainability and growth in the long term.

Iltem 7. Financial Statements

The audited Financial Statements and Supplementary Schedules as of and for the year ended December
31,2018 presented in the accompanying index to Financial Statements and Supplementary Schedules are
filed as part of this Form 17-A.

Item 8. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure

Pursuant to the requirement on Rotation of External Auditors under SEC Memorandum Circular No. 8 Series
of 2003, the registrant will recommend the accounting firm of R. G. Manabat & Co. for reappointment at the
scheduled annual meeting.

Representatives of the principal accountant (R. G. Manabat & Co.), the Company’s external auditors for the
most recently completed fiscal year are expected to be present at the Annual Meeting to respond to
appropriate questions and will be given the opportunity to make a statement if they so desire.

R. G. Manabat & Co. audited the Company’s statement of financial position as at December 31, 2018, and
the statement of comprehensive income, statement of changes in stockholders’ equity and statement of
cash flows for the year ended December 31, 2018 and a summary of significant accounting policies and
other explanatory notes. R. G. Manabat & Co.’s responsibility is to express an opinion on these financial
statements based on their audit. The audits were conducted in accordance with Philippine Standards on
Auditing. The partner who handled the Company’s external audit was Mr. Dindo Marco M. Dioso.

The Company’s Board of Directors in the annual shareholders’ meeting on May 31, 2018 recommended,
and the shareholders approved, the appointment of R. G. Manabat & Co. as the Company’s independent
public accountant for the fiscal year ending December 31, 2019.

In the Company’s three (3) most recent fiscal years, there has been no change in auditor and there has
been no disagreement on accounting and financial disclosures. For LCC and LotoPac, the external auditor
contracted was Punongbayan & Araullo for 2015, but was changed to RG Manabat & Co. in 2016

The aggregate fees for each of last three (3) fiscal years for professional services rendered by the external
auditors are as follows:

2018 2017 2016
Audit fee P2,114,000 P2,114,000 P2,114,000
Tax services
Other fees 600,000 600,000 n/a
TOTAL P2,714,000 P2,714,000 P2,114,000

Itis the policy of the Company that any draft audit report must first be reviewed by the Audit Committee prior
to said report being endorsed to the Board of Directors for approval. The Audit Committee members are:
Mr. Laurito E. Serrano (Chairman), Mr. Jerry C. Tiu, and Mr. Tarcisio M. Medalla. The final draft of the
Company’s audited financial statements were discussed and reviewed by said Committee on February 13,
2019. Whereupon said Committee resolved to recommend to the Company’s Board of Directors that said
financial statements be approved for issuance and disclosure to the public, the PSE and all related
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governmental agencies. Said audited financial statements were approved by the Company’s Board of
Directors during its meeting held on February 26, 2019.

PART Ill - CONTROL AND COMPENSATION INFORMATION

Item 9. Directors and Executive Officers of the Registrant

Directors and Senior Management

The following sets forth certain information as to the Directors and Executive Officers of the Company:

Name Position with the Company
Willy N. Ocier Chairman / President
Frederic C. DyBuncio Adviser to the Board
Ma. Virginia V. Abo-Hamda Director and Chief Financial Officer
Armin Antonio B. Raquel-Santos Director
Tarcisio M. Medalla Director
Henry N. Ocier Director
Regina O. Reyes Director
Jerry C. Tiu Lead Independent Director

Laurito E. Serrano

Independent Director

Joseph C. Tan

Independent Director

A. Bayani K. Tan

Corporate Secretary

Jason C. Nalupta

Assistant Corporate Secretary

Christopher C. Villaflor

VP-Central System & Network Management

Valentino L. Kintanar

VP-Technical Services

Romeo J. Roque, Jr.

VP- Agent Management

Ma. Concepcion T. Sangil

VP- Human Resources Management

Board of Directors

The present members of the Board of Directors (“BOD”) were elected during the annual stockholders’
meeting held on May 31, 2018. The term of the current members of the BOD shall be until the next
stockholders’ meeting on May 30, 2019. The following are the incumbent members of the Board of Directors
(“BOD") of the Company:

Willy N. Ocier, Filipino, 62, is the Chairman and President of the Company and a Director since July 29,
1999. He is Vice-Chairman of Belle Corporation, Highlands Prime, Inc. and Tagaytay Highlands
International Golf Club, Inc. He is also the Chairman of the Board and Director of Premium Leisure Corp.
as well as with APC Group, Inc., and Premium Leisure and Amusement, Inc. He serves as the Chairman
of Tagaytay Midlands Golf Club, Inc., The Country Club at Tagaytay Highlands, Inc. and The Spa and Lodge
Inc. He is a Director of Leisure & Resorts World Corporation, Vantage Equities Inc., and Abacore Capital
Holdings Inc. He also serves as the Chairman, Chief Executive Officer and President of Philippine Global
Communications, Inc. He was the former President and Chief Operating Officer of Eastern Securities
Development Corporation. He graduated from Ateneo de Manila University with a Bachelor of Arts degree
in Economics.

Frederic C. DyBuncio, Filipino, 58, Adviser to the Board and served as Director of the company from May
23,2012to July 25, 2017. He also serves as Adviser t the Board of Premium Leisure Corp, Belle Corporation
and APC Group, Inc. He is the Vice Chairman of Atlas Consolidated Mining and Development Corporation
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and has been its Director since August 2011. He is currently the President of SM Investments Corporation.
He holds a Non-Executive Director position at 2Go Group Inc. and Indophil Resources NL. He obtained his
undergraduate degree in Business Management from Ateneo de Manila University and his Master's degree
in Business Administration from the Asian Institute of Management.

Tarcisio M. Medalla, Filipino, 69, is a Director of the company since December 10, 2001. He is currently
the Chairman and President of listed firm Paxys, Inc. (formerly Fil-Hispano Holdings Corp.). He also serves
as the Chairman of the Board of Advanced Contract Solutions, Inc. He is likewise a director of NGL Pacific
Limited, a privately-held investment company with an RHQ in Manila and affiliated with ACSH Ltd. He has
been connected with NGL since 1983. He graduated with a Bachelor of Science degree in Commerce (Major
in Accounting) from De La Salle University. He attended the Advanced Management Program (AMP) at
Harvard School of Business. Mr. Medalla is a Certified Public Accountant.

Henry N. Ocier, Filipino, 59, is a Director of the company since June 29, 2009. He serves as Assistant to
the President of Belle Corporation. He is also the Special Projects Director of Tagaytay Highlands
International Golf Club, Inc. He previously held the position of General Manager of Guatson International
Travel and Tours, Inc. He graduated with a Bachelor of Science degree in Business Economics from De La
Salle University.

Regina O. Reyes, Filipino, 54, elected as Director last July 21, 2016. She is currently the President and
CEO of listed firm, Abacore Capital Holdings, Inc., and President of private company, Click
Communications, Inc. She also served as Administrator of the Province of Marindugue from January 2010
to January 2012. She was a member of the House of Representatives, representing the lone district of
Marinduque, from 2013 to June 2016. In Congress, she was Vice Chairman of the Committee on National
Defense and Security and was a member of several key committees, including Appropriations, Justice,
Health, and Natural Resources. Ms. Reyes earned her Foreign Service degree from Georgetown University,
USA and her Bachelor of Laws degree from the Ateneo de Manila University Law School. Ms. Reyes is a
member of both the Philippine Bar and the State Bar of California.

Ma. Virginia V. Abo-Hamda, Filipino, 59, is a Director and Chief Financial Officer of the Company. She
joined Pacific Online in September 2009 as Vice President of Instant Tickets Division and was promoted as
SVP for Corporate Planning & Business Development in 2013. Prior to this, she worked as a Consultant for
AB Leisure Exponent, Inc. (1999-2009), and AB Gaming & Leisure Specialist Inc. (2003-2009). Ms. Abo-
Hamda served as General Accounting Manager for D'Agostino Supermarkets, Inc. New York, USA from
1990 to 1996 and as Senior Financial Analyst for Kraft-General Foods International, New York, USA from
1988 to 1989. She worked with Carlos J. Valdes & Co., CPAs from 1981 to 1986, in its Management
Services Division as an Associate Consultant. She graduated Summa Cum Laude with a Bachelor of
Science degree in Commerce (Major in Accounting) from College of the Holy Spirit. Ms. Abo-Hamda passed
the CPA board exams in 1980 at 16" place. She earned her Master's degree in Business Administration
(Concentration in Finance) from Fordham University, New York, USA.

Armin Antonio B. Raquel-Santos, Filipino, 51, is currently the President and Chief Executive Officer of
Premium Leisure Corp. (PLC) and concurrently the Executive Vice President — Integrated Resorts of Belle
Corporation. He is a Director of Tagaytay Highlands International Golf Club, Inc. and Trustee and Vice
President of Melco Crown Philippines Foundation Corporation. He was former Chief Finance Officer of
Aboitizland, Inc., Cebu Industrial Park, Inc. and Mactan Economic Zone Il and First Philippine Electric
Company. He was also former Governor of the Board of Investments (BOI), served as Assistant Secretary
with the Department of Trade and Industry (DTI), Vice Chairman and CEO of Philippine Retirement Authority
(PRA), Executive Vice President of Philippine International Trading Corporation (PITC), and Deputy
Administrator of Subic Bay Metropolitan Authority (SBMA). His experience includes stints with multinational
companies; Securities 2000 Inc. (Singapore Technologies Group) and First Chicago Trust Company of New
York. He holds a Master of Arts in Liberal Studies from Dartmouth College, U.S.A. and Bachelor of Science
in Business Administration Major in Finance from lona College, U.S.A.
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Independent Directors

Pursuant to the requirements of Section 38 of the SRC, the Company’s Board of Directors and stockholders
approved the amendment of the Company’s By-Laws adopting the requirement on the nomination and
election of independent directors. In line with this, the Board of Directors has elected Messrs. Laurito E.
Serrano, Jerry C. Tiu, and Joseph C. Tan as the Company’s independent directors.

Laurito E. Serrano, Filipino, 57, is a Director of the company since May 23, 2014. Mr. Serrano currently
serves as Independent Director and Chairman of the Audit and Risk Management Committee of Atlas
Consolidated Mining and Development Corporation. He also serves as a Director and a member of the
Corporate Governance and Audit Committee of the Philippine Veterans Bank. He is likewise an Independent
Director of the APC Group, Inc., 2GO Group Inc., MJC Investment Corporation and United Paragon Mining
Corporation. Mr. Serrano was a former partner of the Corporate Finance Consulting Group of SGV & Co.
He serves as a Director of MRT Development Corporation. He is a Certified Public Accountant and ranked
twelfth in the Certified Public Accountant licensure examinations. He has a Master's degree in Business
Administration from Harvard Graduate School of Business. His area of specialization is Financial Advisory
and Corporate Finance.

Jerry C. Tiu, Filipino, 62, is an Independent Director of the company since February 21, 2007 and was
appointed as the Lead Independent Director last May 31, 2017. He is a Director and the President of
Tagaytay Highlands Community Condominium Association, Inc., Tagaytay Midlands Community
Homeowners’ Association, Inc., and Greenlands Community Homeowners’ Association, Inc. He is likewise
the President of the following companies: Tagaytay Highlands International Golf club, Inc., The Country
Club at Tagaytay Highlands, Inc., Tagaytay Midlands Golf Club, Inc., and The Spa & Lodge at Tagaytay
Highlands, Inc. He is the Chairman of the Board of Mega Magazine Publishing, Inc. and a former Director
of the Manila Polo Club. He holds a Bachelor of Science degree in Commerce (Major in Marketing) from
University of British Columbia.

Joseph C. Tan, Filipino, 60, is the Founding Partner of MOST Law Firm. He was a Special Counsel for the
Agus Cruz & Manzano Law Office from 2004 to August 2006. He was an Associate of Puno & Puno Law
Offices from 1991 to 1995. Atty. Tan was a director of San Carlos Bioenergy Corporation. He was a director
of Philippine Bank of Communications from September 2010 to August 2011. Atty. Tan holds a Bachelor of
Arts with a Major in Business Administration degree from University of San Francisco, USA and a Bachelor
of Laws degree from Ateneo de Manila University College of Law where he graduated with honors.

Executive Officers
Aside from the President and CFO listed above, the executive officers of the Company include the following:

Valentino L. Kintanar, Filipino, 57, is Vice President for Technical Services of the Company. He joined the
Company in January 29, 1996. He served as Technical Services Manager of EMCOR, Inc. and was a
Systems Engineer of Technics, Philippines from 1983-1987. He previously worked as Senior Shift
Technician of Fairchild Semiconductors, Phil. from 1980-1983. He graduated with a degree in Bachelor of
Science in Electronics and Communications Engineering from the University of Southern Philippines.

Romeo J. Roque, Jr., Filipino, 50, is Vice President for Agent Management of the Company. He joined the
Company in February 5, 1996. He served as Product Support Manager for Infonet Solutions, Inc. from 1995
to 1996 and as Systems Engineer for ATS Software Pte. Ltd. in Singapore from 1993 to 1995. He previously
worked for Electroworld as Systems Consultant from 1991 to 1993. He graduated with a degree in Bachelor
of Science in Computer Engineering from University of San Carlos. He was credited with Master in Business
Administration academic units from the University of the Philippines.

Christopher C. Villaflor, Filipino, 42, is the Vice President for Central System and Network Management
of the Company since 2016. He joined the Company in March 2000 as a Bench Engineer. From June 2004
to October 2009, he served as the Systems Administrator for the Data Center Operations overseeing the
lottery administration and maintenance for the Visayas and Mindanao regions. In 2009 he was promoted
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as Senior Manager of the Data Center Operations and in August 2017, he moved up as Assistant Vice
President overseeing the Central System Management Department of the Online Lottery Division. Mr.
Villaflor has extensive experience in the area of system design, development and testing on both the UNIX
(OpenVMS, SunOS/Solaris) environment and Microsoft Windows. He has had formal trainings on Oracle
10g Programming PL/SQL and Data Administration, AIX Unix System Administration and Operational
Planning using Software Engineering for SDLC. He graduated with a degree in Bachelor of Science in
Computer Engineering from the University of San Carlos in 1998.

Ma. Concepcion T. Sangil, Filipino, 61, is the Vice President for Human Resources Management of the
Company. She has a total of 37 years professional experience, initially as a Management Consultant for
over 17 years specializing in project management, institutional strengthening, organizational development,
change management processes, management and operations audit, systems development and business
re-engineering. She was also exposed to actual hands-on operations and management of a micro-lending
institution, as an executive officer for over 8 years and later as Head of the Human Resource Division for a
multi car brand dealership and multi-media company for 10 years. She graduated from St. Paul College of
Manila with a degree of Bachelor of Science in Commerce, major in Accounting. She earned an MA in Urban
and Regional Planning from the School of Urban and Regional Planning, University of the Philippines. She
was an accredited court mediator by the Supreme Court and a certified life coach.

Atty. A. Bayani K. Tan, Filipino, 63, is the Corporate Secretary of the Corporation (since May 2007,
Publicly-Listed). He is also a Director, Corporate Secretary or both of the following reporting and/or listed
companies: Belle Corporation (since May 1994, Publicly Listed), Coal Asia Holdings, Inc. (since July 2012,
Publicly-Listed), Discovery World Corporation (since March 2013, Publicly-Listed), [-Remit, Inc. (since May
2007, Publicly-Listed), Philequity Dividend Yield Fund, Inc. (since January 2013), Philequity Dollar Income
Fund, Inc. (since March 1999), Philequity Fund, Inc. (since June 1997), Philequity Peso Bond Fund, Inc.
(since June 2000), Philequity PSE Index Fund, Inc. (since February 1999), Premium Leisure Corporation
(since December 1993, Publicly-Listed), TKC Metals Corporation (since February 2007, Publicly-Listed),
Tagaytay Highlands International Golf Club, Inc. (since November 1993), Tagaytay Midlands Golf Club, Inc.
(since June 1997), The Country Club at Tagaytay Highlands, Inc. (since August 1995), The Spa and Lodge
at Tagaytay Highlands, Inc. (since December 1999) and Vantage Equities, Inc. (since January 1993,
Publicly-Listed). Mr. Tan is also a Director and the Corporate Secretary of Sterling Bank of Asia Inc. (since
December 2006). He is the Managing Partner of the law offices of Tan Venturanza Valdez (since it was
established in 1988), Managing Director/President of Shamrock Development Corporation (since May
1988), Director of Destiny LendFund, Inc. (since December 2005), Pascual Laboratories, Inc. (since March
2014), and Pure Energy Holdings Corporation (since October 2016), President of Catarman Chamber
Elementary School Foundation, Inc. (since August 2012), Managing Trustee of SCTan Foundation, Inc.
(since 1986), Trustee and Treasurer of Rebisco Foundation, Inc. (since April 2013) and Trustee and
Corporate Secretary of St. Scholastica's Hospital, Inc. (since February 2011). Mr. Tan holds a Master of
Laws degree from New York University (Class of 1988) and earned his Bachelor of Laws degree from the
University of the Philippines (Class of 1980) where he was a member of the Order of the Purple Feather
(U.P. College of Law Honor Society) and ranked ninth in his class. Mr. Tan passed the bar examinations in
1981 where he placed sixth. He has a Bachelor of Arts major in Political Science degree from the San Beda
College (Class of 1976) from where he graduated Class Valedictorian and was awarded the medal for
Academic Excellence.

Atty. Jason C. Nalupta, Filipino, 46, is the Assistant Corporate Secretary of the corporation since October
2009. He is also currently the Corporate Secretary or Assistant Corporate Secretary of listed firms A. Brown
Company, Inc., Asia United Bank, Crown Asia Chemicals Corporation, and Belle Corporation. He is also a
Director and/or Corporate Secretary or Assistant Corporate Secretary of private companies Sino
Cargoworks Agencies, Inc., Falcon Resources, Inc., Mercury Ventures, Inc., Total Gaming Technologies,
Inc., Parallax Resources, Inc., SLW Development Corporation, Metropolitan Leisure & Tourism Corporation,
Sagesoft Solutions, Inc., Radenta Technologies, Inc., Xirrus, Inc., Glypthstudios, Inc., Loto Pacific Leisure
Corporation, and Sta. Clara International Corporation. He is a Partner at Tan Venturanza Valdez Law Offices
specializing on corporate, securities, and business laws. Mr. Nalupta earned his Juris Doctor degree, as
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well as his Bachelor of Science degree in Management (major in Legal Management), from Ateneo de
Manila University in 1996 and 1992, respectively. Mr. Nalupta was admitted to the Philippine Bar in 1997.

Family Relationships
Henry N. Ocier and Willy N. Ocier are brothers.

Significant Employees

The Company is not dependent on the services of any particular employee. It does not have any special
arrangements to ensure that any employee will remain with the Company and will not compete upon
termination.

Stock Option Plan

The Company’s Board (“BOD”) approved the proposed Stock Option Plan (‘the Plan”) on December 12,
2006. The Company’s Stock Option Plan provides an incentive and mechanism to employees and officers
to become stockholders of the Company, as well as to qualified directors, officers and employees, who are
already stockholders, to increase their equity in the Company and thereby increase their concern for the
Company's well-being. All such full-time and regular employees of the Company, its subsidiaries and
affiliates, their officers and directors, and such other qualified persons who may be recommended from time
to time by the Executive Committee or the Board to the Committee as qualified, are eligible to participate in
the Plan. Shares of stock subject to the Plan amount to five per cent (5%) of the Company’s total outstanding
common stock.

The purchase price of the shares shall not in any case be less than the Fair Market Value of the Company’s
shares at the time of grant, and, in no case, be less than the Offer Price at which the Company’s shares are
initially offered for sale to the public. Further, the purchase price shall be subject to adjustment for
subsequent stock dividends or splits.

The shares covered by any one grant shall be offered for subscription over a period of Three (3) years from
and after the effectivity date of each grant that may be determined by the Committee. The Participants may
exercise their right to subscribe to shares under the Plan in accordance with the following schedule:

= 1/3 of total grant within One (1) year from the effectivity date of each grant

= 1/3 of total grant within Two (2) years from the effectivity date of each grant

= 1/3 of total grant within Three (3) years from the effectivity date of each grant

On February 15, 2008, SEC approved the Company’s application requesting that its proposed issuance of
9,954,900 common shares be exempt from the registration requirements of the Securities Regulation Code.

On May 6, 2008, the BOD approved the allocation of 2,174,000 shares to its executives and employees and
to the officers of Lucky Circle under the Plan which is exercisable over a period of three years from May 6,
2008 until May 6, 2011. The purchase price upon exercise of the option was fixed at 28.88 per share. At
the grant date, the fair value of the Company’s share amounted to P9.20 per share.

On May 19, 2008, grantees of the stock options exercised 617,000 shares of the Company’s stock at 28.88
per share.

In 2011 and 2010, certain grantees of the stock options exercised 495,000 shares and 455,000 shares,
respectively, of the Company’s stock at R 8.88 per share.

As at December 31, 2018 and 2017, there were no options outstanding or granted upon expiration of the
exercisable options on May 6, 2011.
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Involvement in Certain Legal Proceedings

Atty. A. Bayani K. Tan. As a result of the delay in the delivery of the facilities of the Universal Leisure Club,
Inc., some of its members initiated a Complaint for Estafa (1.S. No. 08K-19713) against ULC, the Universal
Rightfield Property Holdings, Inc. and the Universal Leisure Corp., as well as their respective officers and
directors, including their former Corporate Secretary, Atty. A. Bayani K. Tan, the incumbent Corporate
Secretary of the Corporation. The Complaint was submitted for resolution in 2009 and was acted upon and
dismissed by the City Prosecutor of Manila (OCP) only on March 18, 2013. Complainants belatedly filed
motion for reconsideration for which reason, among others, the OCP denied motion on June 16, 2014. A
Petition for Review dated March 31, 2014 was filed by the Complainant before the Department of Justice
(DOJ). On August 7, 2014, Atty. Tan filed his Comment to the said Petition. In a Resolution dated April 17,
2015, the Petition for Review was denied and the DOJ dismissed the complaint for Estafa.

Item 10. Executive Compensation
The following table shows the aggregate compensation received by the directors and executive officers of

the Company for calendar years 2018 and 2017, as well as the estimated aggregate compensation for
calendar year 2019.

Name and Principal Position Year Salary Bonus Other Annual
Compensation

Willy N. Ocier

Chairman & President

Ma. Virginia V. Abo-Hamda
Director & Chief Financial Officer
Valentino L. Kintanar
VP-Technical Services

Romeo J. Roque, Jr.

VP-Agent Management

Ma. Concepcion T. Sangil

VP- Human Resources Management
Christopher C. Villaflor

V/P- Central System & Network

Management
Total for the Executive Officers as a group 2019 (Estimate) P16,808,217
2018 P15,611,747
2017 P16,684,380
Total for the Directors and Executive 2019 (Estimate) P20,731,550
Officers as a group 2018 P19,535,081
2017 P21,784,380
Total for President and 4 most highly 2019 (Estimate) P14,938,226
compensated Executive Officers
2018 P13,880,275
2017 P14,966,648

Compensation of the Group’s key management personnel are as follows:

2018 2017 2016
(In Millions)
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Short-term employee benefits P32.02 P34.26 P29.75
Post-retirement benefits 2.33 2.50 2.20
P34.35 P36.76 P31.95

The compensation of the Group’s key management personnel is included in the “Personnel costs” as
disclosed in Note 17 of the audited consolidated financial statements.

Other than those disclosed above, there are no other standard or other arrangements wherein directors of
the Company are compensated, or are to be compensated, directly or indirectly, for any services provided
as a director.

There is no compensatory plan or arrangement, including payments to be received from the Company, with
respect to any of its executive officer, which will result from the resignation, retirement or any other
termination of any of its executive officer's employment with the Company and its subsidiaries or from a
change-in-control of the Company or in any of its executive officer's responsibilities, following a change-in-
control and the amount involved, including all periodic payments or installments, which exceeds B 2.5
million.

Item 11. Security Ownership of Certain Beneficial Owners and Management

Security Ownership of Certain Record and Beneficial Owners

The following persons or group are known to the Company as direct owners of more than five percent (5%)
of the Company's voting securities as of December 31, 2018:

Shareholder

Number of Percent Beneficial Owner

Shares

PREMIUM LEISURE
CORPORATION

5/F Tower A, Two E-Com
Center, Mall of Asia
Complex, Pasay City

PCD NOMINEE
CORPORATION

WILLY N. OCIER

28/F East Tower, PSE
Centre, Exchange Road,
Ortigas Center

Pasig City

224,280,403 50.1000 | PREMIUM LEISURE CORPORATION

177,306,489 39.6069 | VARIOUS

35,909,775 8.0215 | WILLY N. OCIER

Security Ownership of Directors and Management

The following table shows the shares beneficially owned by the directors and executive officers of the
Company as of 31 December 2018:

T(i:tllaeng Name g:v Bneef:efiCial Amount ang “51:;Lr|$ i:f beneficial Citizenship Pe(r;::; of
Direct Indirect Total

Common | Willy N. Ocier 35,909,775 4,487 475 | 40,397,250 Filipino 9.024

Common | Virginia V. Abo-Hamda 1,000 1,0000 Filipino 0.00

Common | Tarcisio M. Medalla 100 50 150 Filipino 0.00
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Common | Regina O. Reyes 150 150 Filipino 0.00
Common | Henry N. Ocier 3,000 601,500 604,500 Filipino 0.00
Common | Jerry C. Tiu 100 125 225 Filipino 0.00
Common | Laurito E. Serrano 800 400 1,200 Filipino 0.00
Common | Armin B. Raquel-Santos 100 100 Filipino 0.00
Common | Joseph C. Tan 100 100 Filipino 0.00
Common | Frederic C. DyBuncio 100 50 150 Filipino 0.00
Common | A. Bayani K. Tan 0 706,500 706,500 Filipino 0.00
Common | Romeo J. Roque, Jr 3,000 3,000 Filipino 0.00
All Directors and
Executive Officers as | 35,918,225 5,796,100 | 41,714,325 9.032
agroup
Item 12. Certain Relationships and Related Transactions
The transactions and balances with related parties are as follows:
Amount Outstanding Balance
Category/ of the Advancesto  Advances from
Transaction Year  Note Transaction Related Parties Related Parties Terms Conditions
TGTI
= Advances 2018 aP P16,586,030 Ondemand, Unsecured
noninterest
bearing
2017 a 7,659,982 On demand,  Unsecured
noninterest
bearing
= Dividend income 2018 c 6,732,636
received
2017 c 192,826,383
= Dividends paid 2018 b 99,048,559
2017 b 6,711,147
= Treasury stock 2018 ¢ 174,384,130
2017 ¢ 110,083,802
= Reimbursements 2018 a 75,624,181
2017 a 40,309,113
FRI
= Advances 2018 a 10,000,000 Ondemand, Unsecured
noninterest
bearing
2017 a 10,000,000 Ondemand, Unsecured

noninterest
bearing
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LOTO PAC

= Advances 2018 a 105,656 841,489 Ondemand, Unsecured
noninterest
bearing
2017 a - 730,033 Ondemand, Unsecured
noninterest
bearing
LCC & Nine Entities
= Dividend paid 2018 39,055,276 -
2017 - -
= Advances 2018 a 29,958,498 Ondemand, Unsecured
noninterest
bearing
2017 a - 27,203,369 Ondemand, Unsecured
noninterest
bearing
= Rental expense 2018 d 32,287,272
2017 d 46,124,064 - -
= Security deposits 2018 d 23,104,654 -
2017 d 21,536,587 - -
TOTAL 2018 P16,586,030  P40,799,989
TOTAL 2017 P7,659,982  P37,933,402

a. The Parent Company has an operational and technical support services agreement with TGTI
which the  former  will assist  the latter  in the  following:
(1) establishing a suitable and efficient telecommunications links for the latter's online keno
network and (2) overseeing the efficient operation, regular preventive maintenance, and
necessary repairs on TGTI's online keno terminals deployed within the Visayas and Mindanao
regions, including the central data server located in Cebu City. In consideration for lease
services, TGTI pays a fixed fee per keno terminal.

TGTI also reimburses the Parent Company for communication expenses incurred on some
online keno agents/operators and the shared data center.

The Parent Company granted non-interest bearing cash advances to LotoPac, LCC and FRI
for working capital requirements. The P10.0 million advances to FRI was approved by the
TGTI BOD for equity conversion in 2018. However, approval from the SEC is still pending as
of December 31, 2018.

b. The Parent Company received cash dividends from TGTI and LCC in 2018.

c. TGTI purchased traded shares of the Parent Company (LOTO) through its stock brokers, thus,
TGTI receives dividends for these shares. The cost of shares purchased by TGTl is included
in the “Treasury Shares” account in the consolidated statements of financial position.

d. LCC granted non-interest bearing cash advances to its subsidiaries for working capital
requirements.

e. LCC and Nine Entities have existing agreements with related parties under common
ownership by SM Investment Corporation for the leased space of its outlets which are
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renewable every six months to one year, at its option.

Under the terms of the lease agreement, LCC and Nine Entities are required to pay rentals
equivalent to a fixed rate per month and security deposits corresponding to three (3) months
rent. These deposits consist of amounts paid in advance which can be collected in cash upon
termination of the lease.

The above transactions have been eliminated in the consolidated financial statements.

PART IV - CORPORATE GOVERNANCE

The Company remains focused on ensuring the adoption of systems and practices of good corporate
governance in enhancing value for its shareholders. With this in mind, the Board of Directors has
established corporate governance principles to ensure accountability, fairness and transparency in the
organization.

In compliance with SEC Memo Circular No. 19, Series of 2016 directing all publicly listed companies (PLCs)
to submit anew Manual on Corporate Governance (MCG) pursuant to the new Code of Corporate
Governance for PLCs, the Company, upon the approval of its Board, on May 31, 2017, submitted its Revised
Manual on Corporate Governance (“the Manual) to the SEC. Prior to the submission, a review of the various
established Board level committees and its respective charters were done. As a result, the following
comprise the Board level committees of the Company as approved last May 31, 2017:

Executive Committee - acts on behalf of the Board in the management and direction of the
business and conduct of the affairs of the Company.

Audit Committee - has general oversight of the Company’s accounting and financial reporting
processes, audits of the financial statements, and internal control and audit functions.

Board Risk Oversight Committee — assists the Board in overseeing the Company’s practices
and processes relating to risk assessment and risk management; maintaining an appropriate risk
culture, reporting of financial and business risks and associated internal controls,

Corporate Governance Committee — tasked with ensuring compliance with, and proper
observance of, corporate governance principles and practices. Folded in are the nomination and
remuneration oversight functions as well.
Related Party Transactions Committee - assists the Board in overseeing the Company’s
practices and processes relating to related party transactions (RPTs). Reviews all material related
party transactions of the Company and ensures that all RPTs are conducted on a fair and arms-
length basis.

A Lead Independent Director and Compliance Officer were also appointed on May 31, 2017.

Members of various committees are expected to serve for a term of one (1) year.

The Company is not aware of any non-compliance with its Manual of Corporate Governance, by any of its
officers or employees.
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PART V - EXHIBITS AND SCHEDULES

Item 13. Exhibits and Reports on SEC Form 17-C
a. Exhibits

There are no exhibits to be provided that are applicable to the Company.

b. Reports on SEC Form 17-C

Document Date Filed Item No. Matter
SE;E&%MZ}J'Z%SEM January 25, 2018 ltem 9 2018 Annual Stockholders' Meeting
SEFi ;‘3;’;" 11; 'goﬂgted February 13, 2018 ltem 9 Acquisition of LOTO Shares by a Subsidiary
SEFC:3 tl)=r(u)aF1{rl3\//| ;Z-goc:asted February 22, 2018 ltem 9 Board ApprovaIS?;1 tZe%Zn/?Sudited Financial
SE(I:\AI;(r)thf61,72-((J:1 gated March 16, 2018 ltem 9 Acquisition of LOTO Shares by a Subsidiary
SEC,\A';%F;'\:'Q%'& gated March 19, 2018 ltem 9 Acquisition of LOTO Shares by a Subsidiary
SEC :frmgé?sdated April 16, 2018 ltem 9 Acquisition of LOTO Shares by a Subsidiary
SEC :&Fﬂgﬁsdated April 17, 2018 ltem 9 Acquisition of LOTO Shares by a Subsidiary
SEC :&Fg’égﬁ;ated April 26, 2018 ltem 9 Cash Dividend Declaration
SEC {&Fggg&?sdated April 26, 2018 [tem 9 Cash Dividend Declaration
SEC :&F%gé?sdated April 27,2018 [tem 9 2018 Annual Stockholders' Meeting
SECl\l;;)yR:;\gljgd%dated May 31, 2018 ltem 4 & 9 Results of tr;; lﬁr:)r:]ugusl\}lzikgghd:rs' Meeting
SECl\;;)yR?I)\QIj;d?Sdated May 31, 2018 ltem 4 & 9 Results of trr\]e; Iﬁr;r;ugzsl\zzzkggzd:rs' Meeting
SEC JES§%1 ;(—)(138dated June 26, 2018 ltem 9 Acquisition of LOTO Shares by Subsidiary
SEC JESEQA?1 ;(—)(138dated June 27, 2018 ltem 9 Acquisition of LOTO Shares by Subsidiary
SEC JES§%1 ;(—)(138dated June 28, 2018 ltem 9 Acquisition of LOTO Shares by Subsidiary
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SEC FORM 17-C dated Sale of All or Part of the Corporation's Treasury
August 14, 2018 August 14, 2018 ltem 9 Shares

SEC FORM 17-C dated Declaration of One Hundred Percent (100%)
August 14, 2018 August 14, 2018 ltem 9 Stock Dividend

SEC FORM 17-C dated Amendment of Articles of Incorporation -
August 14, 2018 August 14, 2018 ltem 9 Increase in Authorized Capital Stock

Disclosure on the Schedule of Special

SEC FORM 17-C dated Auaust 14 2018 Item 9 Stockholders' Meeting and the Record Date

August 14, 2018 9 ’ Pursuant to Section 7 and 4.4 of the Revised
Disclosure Rules and SRC Rules.

SEC FORM 17-C dated
August 17, 2018 August 17,2018 ltem 9 Sale of all or part of treasury shares

SEC FORM 17-C dated
August 20, 2018 August 20, 2018 ltem 9 Sale of Treasury Shares

SEC FORM 17-C dated _— -
August 20, 2018 August 20, 2018 ltem 9 Acquisition of LOTO Shares by Subsidiary

Disclosure on the Schedule of Special

SEC FORM 17-C dated Auqust 29 2018 ltem 9 Stockholders' Meeting and the Record Date

August 29, 2018 9 ’ Pursuant to Section 7 and 4.4 of the Revised
Disclosure Rules and SRC Rules.
SEC FORM 17-C dated . , .
September 25, 2018 September 25, 2018 ltem 9 Special Shareholders' Meeting
SEC FORM 17-C dated Declaration of One Hundred Percent (100%)
September 25,2018 | “cPember25,2018 ) ltem 9 Stock Dividend
SEC FORM 17-C dated September 25, 2018 ltem 9 Amendment of Articles of Incorporation -

September 25, 2018

Increase in Authorized Capital Stock
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) Paciric Onuine

STATEMENT OF MANAGEMENT S RESPONSIEILITY
FOR CONSOLIDATED FINANCIAL STATEMENTS

Tha manggemant Pacilic Online Systems Corperation is respons o for 1ha progaraticn ang
‘mir presanlation of 1he conzolidated financta™ stelements 1acluding 1he schediles sitEches
thereim, for the years ended Decembar 31, 2018 and 2017, 0 accecdande with Ee presenbad
Ananeal repoding frarmewoas indgaked Lherein, and for such ternal control @5 managament
dalermres is HeCasEary to anas e thea preparal:on of consalidated financal atalenents shat are
frag dorm ralenal meslaement, whether dee o ragd or .

In prepanng the cooscddated hnancial atabements, manigemand is respans BIe Tar 50550 rs
she Campany's 2bilily o conbrus 3z 3 going concern, ¢isclosing, as appl cakle matiers related
10 o'rg concet and usirg \he poirg concern bama of atcounl-ng urlesd managemeanl eilber
ifenda b bquedale the Company af [ cease oparalions, or has ng reabstic alternatya bt o da
&0

Tha Bpard of Direclers is raspons:ble for evarsesing tha Company's inancel repoding process,

The Board of Direclés rovows and appreves the corsalidated financal stalements incleding
1ha echedulss atached theren, and subvtuts IFe sama 16 Ine alccka'ders ar memnkers,

R. . Manabat & Co, Ihe indepander aasdor agposried by the stockholders, Ras awdied the
rensoldaies financ al stalermants af kme cortipany in atcardance with Philppine Slardards on
Audiling, and b ils repor to the stoeckhelders of mambers, has eacreszed its opimon @n tha
faimass of p nlaicr: upan competion of such e
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PACIFIC ONLINE SYSTEMS CORPORATION
AND SUBSIDIARIES

CONSOLIDATED FINAMNCIAL STATEMENTS
Decembar 31, 2018, 2017 and 2016
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R.G. Manaka! & Co

Tho KPMG Cerler, WF

GrAr Ayala Avenue, Marati Ciy
Phiippines 1226

Tek shorsz +63 (&) #ES OO

Fax +:3 (M 8534 18E5
[k r il Wik Bpcng mim ph
Eraail ph-inguirgi@kpmg. com. ph

REFORT OF INDEPENDENT AUDITORS

The Boarg of Ciractars and Stockhalders

Pacific Online Sysiems Corporation and Subsldlarlas
254h Flogr, East Tower, Philippuse Stack Exchange Centra
Exchanges Read, Ortigas Cardar

Pasig City, Metro Manta

Dliian

Wa have audild Ihe consolidated financial stataments of FPactic 20 ke Synlems
Ciuparation amd ils subsidanes [k "Ciroup™), which comprise e con=micatod
glatemanls o tinancial posticn a9 at Decernsear 31, 2018 and 37, and b
consabdated stataments al wwoms, Lhe consnodaled stalemerds of comprenensive
neare, corspldaled stalcmerss of changes in equily snd consalidabcd slalemonts af
cash flows !or each of tha thres years intha perod erded December 31 2018, and
nales, comprising sknifzant accoenheg panzies and cther explanatory information.

| our opinicn, the aceorr pany:rng cansalidated financial s1atements prosant fairly, in all
matctial respects, e consalcated Tinancal podian of k= Group a5 21 Docember 31,
2018 ard 20717, & ds consalidaled financial gedformance and fs cercolidated cask
Mesars [r ach o tha threo yvaacs in the penod erded Docember 31, 2018, in accordanc
with #&d ppine Finarkial Repgrting Standargs (PFRSa).

Eesie o Chinion

We conductod cur sudls in accondancs wilh Philippine Sandands ap Auditing {PSAs).
Cuar responstteHies under IRSse standands are further desonbed in the Apdters
Fescansibiifios for the Avcit of the Consoiigdared Fingncia! Stelamsnte seclon of our
repon. We are oxdependen of the Group in accomganse with ke Code ¢ 1 hics far
Prodassicnel Accauntamsz in the Pral:ppinas {Coda of Ethics] tagathar with Le elkscal
rguderrenls thal 5o ralovant o owr aualt ab ke consaliddted finaneal sfatcnents in Ha
Philizones, andwa Bave MiFlled our athar ethical respansibiiles v aecardanos with
1hese meguirements and tha Code ol ERhicd. WY Deteve that the aedd cvidcnon we haws
obrainad iz sufficient and approgdale 10 provice 2 basis for our spimicn.
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Fozy el Wulier

kay dude matler is iha makier thal, in cur prefazgicnal judgment, waa of mos!
signricance in our audit of {he consolidated Rnandal statemeats <F the cunent pendgd
This matter was adoressad in tne context of our audi af the corealidated inareial
stalernemid a3 3 whole, and o forming our opinion tharean, end vwe do act provide @
Erparala opinica on bus matiar,

Impaiment af Soochalr
Feefer 1o Metrs & and 12 to she consolidated financial staicmants.

The nzk
A5 al December 31, 2018, the Group had goodwill bofore impaimens of
F410.52 millian relating to the acglisden of Faioos Fesources, |no.

Under PFRS, the Group & requied 1o annually teal goodsall for wnpaimmenl ang
wahern fhere is an indicator of imzaimmenl. This asses=ment requires the E.‘Iﬂr{-iaiﬁ
& sqndficant judagrient abauy Wdure macks condilions, wcludirg grosA b rates and
disoount ralas, padicularky thoee atacling the businesa ¢ Falcen Resources, [nc.
The Bey aasunigionsg wd uaceetairtics o 1ho mpgignent lest are discksed v
Motes 5 and 32 ba the coneolidated financal statarmenis.

Grooedwill wiould a i paired where ita receverable amowt) has fallen bolow i
CArryny Wi Mg congsler tho rpaimdm OF goodhc] b B i Sgaficant aedi
rigk because of the inherant uneartamby swolved o farecasting and discodrting
fubre cash flows, which are the kazis of lhe aseessment of rocoyerabiliny

The secovoratds amount of goodwill getermined based an tha disceunted cazh
flow farecast was ril, 3nd Therednre, G full aapairmest 8z of P10 9 rikens was
res2ardod for he yiar eAded December 37, 2010,

AL eSS
G aud t procecures induded, amnong cehers, obtam:ng the Group's dacolnled

cash fliow model that tes1s the camyirg valua of goadw#i 1 and mainly awvaluating
the reasanaeness of key adsurmplions csed by ranagement i corduching U
impairmen] rgview. These precedures inclused wsing our cwn intemal va'vatan
spendnsts 1o evaluala fhe key inpuls ard a2sormptiong Tgr growth and disecoant
rala; raviewing tha cash Tows veed, with companson jo racent perfamance,

brend anadiyss and markes axpocialions, and by reference Lo prior year's foeecasgl,
where relsvant, assesaing whelher e Group has achieved thamn,

hhar Infermanat

Maragemert is respongible for tha gther inkeemation, The sihar Bfgrmation compises
Lhe information ncleded in ‘e SEC Forn Z0-1% (Definitve Infomatian Statement),

SEC Form 17-A and S raal Roparl for the vear ended Dacembar 21, 2018, bt deos not
inciude 1ha cangeddates iirancal skatements and cor agdiods” repadl thecaan. Tha

SEC Form 2D-15 [Cafmtee |nformation Stetement), SEC Fomm 17-4 and Annual Repo
for the year ended Oecembe: 31, 2013 are evpacied 1o be aade avBilabe 16 us afar ihea
date of this auditers' raport.

~h

Cur opinion om the conso’idated financial staternan:s does not cover e shes
Inforratan 853 we wll nol exprass -y form of adsurance conclugsn aracn,
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In Somapation with aur awd s of the conaaldabed Spacal slabements aur responsibly

i% ko read {he gther information isentdiad abovo when it basomes avallable and, in coing

5@, CONSRECT whether the ather -rfarmation is madenally sonsizbens wih jhi
consaldales financia slatamerts or aur krowlacge obtained o the audils or olhersise
appears b ba ralenally rmastated.

rozoonsbtties of Managentaat and Thoze Charman vkl Governance e Wi
Conzabdated Financial Stalements

Kanzgoment is respormikia for the preparahen ard fair presecdahan of 1he consodated
financal slatemens in atesrdance with PFRSs, and for such intemal comirol as
managument dateminas is necessany oy anabla the preparahon of conschdatled
financat slatemens Pal ane Foc from maleral missiataman, whethar cua Lo frawd o
ArTar.

In preganng the cobsskdded fing ncial stalement;, managament is resgonsibke fior
ABE055NG tho Group s abity g continue as & Qg concer, dsocsing, 85 applicaske,
rmattars rolated o o %y esncern and vsinng L geing concam basis of agcourting grnlc?
managemer] silber inlends o hquidate e Srovp ar to cease oparak.cns, of has no
reahztic aerhztive bul 12 do 5o,

Theze ¢kaiged wiln govemnance ara rasparsibla far cverseaing e Gros x's fnancial
raportug procass.

Avaitars' Rasponabibiias far fbe At of the Conspletalad Financan) Sl emsnrs

Qur chvardives are ko codain reasonable assurance abow whelher e congalidabes
finarzial staltemenis a5 3 whode are fae fnom matenal mss'atkement, whethar dua e
fraug ar erar, e le istue an wades reped 1hat includes cur opinion. Reasonahie

asaurancl s hih wevel of assicrancr:, bt (s nol @ guarantes thas an el conZigied ip

accordance with PSAs will always detact a reata”al m sstalemand when b exisls.

MEig staleerients can asise tom fraud or cmoe and arc considered malcrial 1 inspedually
ar in e aggregate hey could reasenably be expected tonlloancs 1R aconamic
decisinns o wsors faken on tho basis of thesa consolidatad financia’ slalaments

As part of an audid 11 accardancs with PSAs, we axercse professonal judgment and
rmaintain prof2esionsl Skaceiciam throonghood the audi e Alyo

& |dentify and asdess the risks of material missiabement of {ha poasaiidiied flnecial
stalemants, whether duee 10 fraud ar emee, cesign &nd perfean atdi procoduree

risponsnee Io fhose risks, and obain avdi evidenca that is suficicr? and approprnakbe:

13 prov.de & bass fer oLr apinion The risé al bl deteciing a malenal nlastaternend
resuding frem fraud iz bigher inan fer ane resuling frory &mor, 35 frasd may imalva
calluslan, fargery, inlgslibrdl ornissidng, misrepreséntalions, o the guerale o
inlarmal contraol.
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*  Dblacy arndorsta-2.-g of intemal conbrad relevant ea che aods in ordar 3 desian
auzi procacures that are auo-qpriale in tw circumstances, Dt ne: for the gurpose
A expodising an oginian onthe effectiveness af the Garea s nbeal cont-g!

*  Eualegie tha approanatzness of accourding policees used and the reasonabieness of
oo nhng edtirmales ed related psclosures madsa By rmansjemert.

*  Corzlede onthe approsepiencss of management's wso of the going cancem basis
o acsaunkirg and, based on the acdit evderte cbdzined whether a malerial
uncadainly exsis relatied jo evonts or condiions that may cast s gaiicant dsabt o
the Group's aoity 10 20ntinue A% a going corcern [Fywa concuoe thal @ matenal
uncactaiuly ewists, we 300 reqerad B draw atastom in oor acddars' repan 1o the
relabed gisclosuras in the cansoliduied fnancial statements o, i such disslosuras
e inadegaate, bo moddy aur opaian. Oor CONcIUg:ons A bassd oo Ihe acdit
evidores chtained up fo e date of dor audilaes' reporl Howayer, fuiure sverls oo
candilions may cause Ene Grouo b cease to ool A% & g conzoern

v Ewvaluata tre overall grasentahon, slrucu-g and contenl o 1he consotsaled Snanca
stalemienis, ncluding |~¢ disclosures, 3] whe!lker the consedated inarcia
stalomants represent e underiyics Bansachons and owsais in 3 mannor E-at
ashieyea fair cresentalion

= CHain sufficdent appropriale aus eni@ence reganc:ng *he nadal infaemlen of he
a1irs of busimgss adivilies within tho Group ko exprass en apinics an 1he
consolidated Fnancial staten o nls, We are respangibic far tha J'rection, saoenasion
and penom' e of the nrave aus b Wie ~oma:n sololy ressongible for anr aadit
apinice.

¥y o mu ricate with thogse covargad walin qivers ance regardieg, 2morg oiber nabiors,
Lo gansod scope and tmeng of the axi 10wl gnil-card auan findings, insluding any
sriicant gefoicnoies inmternal comrol that we idessdidy chonirg oo ane?,

Ve alsy procide thoso charged with gevarnanma will a slatarenl o s e o oD
W0 releyant etlucal regqiorgnents renarding indecpendence, and commumical wih Lem
Al ariignships and othar matora 1Ped sy reAsor ably e oughd o b ot
independanze, ard whorn zpplicablo, re aled safaguards.
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erem the matter communicated with 1hoga charged with govemancs, we determina 1hi
mattar that waa of most agrdficence in i audit o1 1he consceldated narcal 3taten‘.ﬂn{a
ef the syurrent peried and is therefare the key audit matier. Wa gescribe this mabar in or
audidars' raport unlass lew of requialon precludes puldie digdosore abaut tra rmatker o
when, ir exiremely @ circumslances, we datermine thel a matter should not be
commuaicated i1 our repen Beciese thy adwerso consequonses of daing 5o would
reasapably be axpeciad 1a cubweigh the pubic intesest beneffs of such commumeatiar.

The ¢rgagemeonl partnes on tha eudil regulting in his independest audtars” report iz
Cinco Marca M. Cigsd,

ARG MANABAT & CO.

SN o

0. NEAS BABRCC 34, DIOS0
FParrar _
CPA Loanse Mo, COO517TF
SEC Aptrediation Mo 1337-4R-1, Goup A valid urtil May 21,2020
Tas ldentfeaben Mo 312-365-T65
BIR Aceredilafion Mo, DE-0019ET-30-2016
lzsued Cotober 13, 2096, watid until Otober 17 20432
PTHE Mo MET 72325146
lsgued January 3 2010 a3 Maxati Coy

Februamy 26, 2014
hakati Cilw, Metro Maria
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tirhe rat: prv
SAO3ETS
Currenl Assats
ash r P571 260 358 Piadr 130,974
Maelable secuines d 155, F0ud 592 1]"-5-.11-5-2_3-1?
Trade and oiher recayabkes g A6 053 83946 E-L'Ilﬂ-ﬂﬂi?:j
Cther cumen® asseis 0 144 938, 7A8 114 BS9.
Toal Curront Agoeis 1,168 95T B3 i _241_?&-6_53#
ManeU rrent Ak ot
Lawestmirnls in stocks 11 {55, 705,930 T G 2
Fropedy and equipmanl - net 12 259 8TR 260 437 1T 124
skl T3 17,045,265 127 B0 2T
[kxtimd 1o assehs - net 13 - 15 439, S5
Fetiremenl anefirs assel - ned 21 7555 553 1,357, 273
Hher ngngumand 3ssok: 24 206 627 541 73,307 901
Total Noncumant Assats O4E,111,660 1_300 050,541
P2103,0%5 381 PP G3gar 008
LIABILITIES AMD EQLNTY
Current Liahifilles
Trade and athar cirmant ligbildics IT P2EDF1HEE |52 .5499,15H
Gurer] portion of abligalions under inance leasa 19 19,379 463 35443, 51¢
Witkholding taxes payabls B,036,017 11 831,737
InGoeTer L3k payabic o416 657 2% 434,144
Lurre porton of insta#mert sayable 23 8,205,047 2,540,324
Total Surrent Llabtibes 2BO,167.466 575634737
Mensunreml LlasEl e
dbgalms onder findnss leate - nel gf comank
poripn " 15,53% 011 37,474
Instalimenl, payable - |t af curmen pastion 23 - 2 752,550
CHelesrred Lax lighikties - ned 1E 3r2ar139 -
Trital Honcomant Llablfithes E3 292 150 34 13r.464
Tota) Liabilitees w2 450 508 !i-‘::-I-_TTEIEI:IE
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Desamkber 31

_ Note 018 w7
Equity Attributabla to Equity Holders pf the
Parant Com pany
Capial s1ook 13 P447 EEE 4TI P4dT RES 47
ATRLCNAl pld-in ca el AST RS0 ETT 2T XA
Treazury Siock 15 [285,26T55]  (28DEE077
Sock dividend dishbyratan . 422 431,589 -
Fir walue reseree H | 266, 720,31 1] 115,629,410
Relrement banes resarva 21 S36, 200 (11 B33,900
Relaincd carnirgs . i1.05 1,130 822936 1474 792424
1793 71437 2,01 E-_EnEIE.:lj
Hon-controiling laterest B a0d ok 4 536,
Tatal Egurity 1,760,610.776 2 QE0 T4 A7
FE 103,073 38% i“2633 I'.'r'l-F.'i]Fﬁ'
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PACIFIC ONMLINE SYSTEMS CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMEER 21, 2018, 2017 AMND 2016

Nata 2018 2017 2011

REVENLUES
Equeoment rental 286 13 P 37611 P1.840,520,681 21,579 BEQ,BTE
Cammzaian ard didtibulien
inzarme E‘ 5 EY: il ik 479 472 3RS dda 4 X8 456
1.935, 1,996 2310983 2rG 1,839 Dot A67
FOSTS AND EXFENSES T 1-Ei-l|1l-'ﬂﬂt192 1,652,402 45T 1,290 S50 B5S
UFERATING INCOME a2, 455 404 aET 591,915 597 S48 k05
OTHER INCOME [CHARGES)
Lacense [ee oo me HEy 459,171
Impaimen| [2as on goodwill 13 {110,955 938} ' -
Rividend incomo a, 1 29,032 445 20 628,065 EE.IL“IE‘#.'EH.:]
b aek-in-markat geain [kes] an
markelable sac. Ties E {11,90% 085} &, 20 £28 (P A
Financa charpas 19 (BABT 3EF]  [(10BL8HN5) (12,740,404
Irlergs] vcomo oy 1,476,133 BED Gdd 415,074
Cihars £ 65,430,481 47.228.074 12,804, 7BY
164,422,797 LA, 155,445 (14,0406, 7 3%
INCOME BEEFORE INCCHE
ThX . dE2 BrE BOT Ta1 T4E6 362 Al dAG1 OTr
INCOME TAX EXPENSE
[EENEFIT] iE
Curre" 134,208,373 PAGCAl ase 104 821,77
Craterr=d 4r4leit4 01,160,934} ZE,271 202
17883506 228430304 1B3,09:,977
NET INCOME FI0.MA015 F492 855966 P400,366 900
ARribulalle [g:
Equity holders o b Parant
Lompany 22  PI02ABY3EE  PADQ Q127 PlaT 092 02
Hor-cenirolleg irmarest 1,344,545 2.764 767 2076, BEE
PAld (8 046 P02 065 B8E  PaGd S6H,BJ0
Attributable to Equity
Holdars of the Farenl
Company sy
Hasic Eamings Per Sharo PD. 7164 P 1<BG F1OTRG
Dinted Eamaps Per Shares Po.3589 [#1. 1466 F1.07R5

Liet feivoa bt Conoprlyieind | oot Fabameefs




PACIFIC ONLINE SYSTEMS CORPORATION AND SUBSIDIARIES
COMSOLIDATED STATEMENTS QF CCHMPREHENSIVE INCOME
FOR THE YEARS ENDEL DECEMBEER 31, 2018, 2047 AHC 2016

Nole ) _‘EI:HE 2017 El.'.l'l'[_
KET INCOMNE Pafd D48 016 Pau2 855988 P40 368 S
QTHER COMPREHEMSIVE
fHCOME [LOSE]
fams that will v be
reclassified o orofil ar loss
Remeacargments of redirement
erwefils, mef of 13% 2 12317 194 1,245 DEJ 1,501, 1y
Fair wva'ua gain |bss) on
Hmyeskmchts in s1ocks 11 [F06782300)  19R.BEF550 208,807,004
[34q 405 1 =20 1230 249 512 . ADT s A
TOTAL COMPREMENSNTE
INCORME PORA2B26 PH11 1124500 FE07 674,EDS
Aitributsbbe 10;
Eguty bodhors of tho Parant
Cermpany P8284,1T6 PBEI0347,732  PBQS.20F 0I5
Man-tonEcling inbareat 1,388,649 2 754, 76T 2.0TE S
PaG42825 PS135112500 PEO7TETA BOS

Sow Medon &z | ha omn soda 1T Falaeidnd Ty civwers




PACIFIC OMINE SYSTEMS CORPORATHON AND SUBSIDIARIES

CORSOLIDATED STATEMENTS OF CHAMSES IN EGUITY
FOK THE *EAAS EMZED DECEMBER, 31, 2018, 2017 AND 2118
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PALIFIC OMLINE SYSTEMS CORFPORATION AND SLUIBS|IDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2018, 2017 AND 2016

Foaremr!

) Ao Fal B b 2017 2015
CASH FLOWS FROM
DPERATING ACTIVITIES
Incame bafare inoome tax F482 878,801 P31, 746 362 P5A3 451,377
Adusiments fon
Draprectatan and amonizaboe 7 TEAID0ET 254 PTR 1716562
IFrpifient 1055 Gn.

Lol 17 1M05aLa96 -

Trade a1d olhef recenmiglns 917 - 25,000, 110 -
Divdend rsanme a1 (29,082 44K} (20 628 055 §A2 074 3
Inberes] ineorne Fo20 (14,039,615} (A5 G {315,079]
Relirerment cast 27 12,182,420 11,181,854 8,346,
Fair walpe bass l:ga-'n] o

markelab] soowbes F 11,903 VBB (2,204 528 A7 137,004
Finisrco charges 9 E1ET 362 10,B5B,855 12 r43,504
Laain g 3k of:

Markaiatla smousites (1,548,225 - -

Progariy and ecuiprmant (1,038 514) (185,112 (28,83 1)
Lnreavzed fammgn axchange

[ H3E, 25D 1,560 753 1,423,457

Cperiring mogme bofare
winking cagital changes B0z 4TI 04T aT1gelh TIE 791,375,663
DHcrean s AN oase) in;
Trarke and olher ey abies 1B, 230,380 114,058 00d4] {129 84%,895)
CIther currend assels (32 860,285 40345636  (129I0671)
Cither nonsuiten] ansels (126,319,638 {3 52 957} 3433133
Trareass Joecredse} in:
Trade: arl pdher curmen’

"rablities (16 3,055, 6 45) 51,212 425 4,023,958

Wilhhokding e paysiblo (4,985, 70 (7425 003} B 709, 4k
Inferes] regemned 14,031 615 B3, 6+ #15.079
locurie B paid (149371845 (243 807 GE7} 148 727 <54)
Retirement contiutions 21 {1,008 D0d] (11,004 BE3}  (15557,234)
Mgt cash Aows prowided by

oparelg acmili=s EEFO0:TR4  GEEEST.DED 433 135833
CASH FLOWS FROM

HYESTING ACTRANTIES
Arquisitipns of

Mirkelable socurties g - (13024 138 (45,693,9453)

lawestmants in shocke 1 [34,400.020) (BR203IDFI)  ¢25.303,535)

Property and equipment i [466F1,1566] (1SBFFAECE]  £111,340,173)

Cywidersda recened R 7 20,087 446 2D B2ZR O55 22074113
Proceeds from sala af:

Markedable gecuriles 12,.4%3,090 B 745 053 29 375 324

Froperty and cquipdemerd 1,610, 4E1 1 0E3 2ED 8,426,234

[westments in abochs. . 173033 055 -
Cash recavad Mom esqusiban

of subEed-arics i3 TEE04, 703
Mat cash Pows prowvised by

(usod wr} inwcElirg actmiteas [37 045, 1849] SEDED, 122 $45,123,079)



CASH FLOYWS FROM
FINAMCING ACTIMITIES
L:ash dradands paid
Decrease (INcrocasal in
nb xatians Lndar finarss

oI 1018

|P337,273,130) (PESS,003,323)

2047 20g

[F145,178,07 D

lezse {35 48B,610) (44,473 512) A14,01%
Aoquetions of raaswry shares 15 (1580E,TER} (311,64 597  (S6,810,17E}
Finance charpes paid (BABTAEZ)  [WDESSASS) (17 748505
Incaasa In nsalment peyabla 5 7E1 240 .44 B3y '
Rl sanh Fows usad in

finaraing Bsbuilies (396,794 BB} [FISETD.559)  (1R1A2747)
HET INCREASE {DECHEASE)

IMLASH 124,170,043 157 BHED 484 4. 1106,954

 CASH AT BEGINMING QOF YEAR A4T 13976 2E8,B44738 262,365,037

EFFELTS OF EXCHANGE

RATE CHAMNGES M CASH [4H0.FR1} 297 I0G PRI 1Y
¢ASH AT END OF YERR 7 PETA2BRCER  P4AT ANGSTE  T2SE 044 7EA

e L et Rl e LU L T L T BT THEY




PAGIFIC OMLIKE SYSTEMS CORFORATION AND SUBSIOIARIES

NUOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. Roparting Enlty

Corporabe Infarmaticn

Pacific Qnina Sysioms Carporation "FPacic dnlne” or "Farent Company™ wa
mncorperatad in tha Phlippines and regislared wih the Friligping Securias ars
cxchange Cofirmesan (SEC) & Kovember 6, 19093 The Parenl Carmpany
eaqslengd pifice addreds iz a1 23th Flear, East Towss, PRilipplne Seeck Exchangs
Cenle, Exchange Roatl, Odigas Canler, Pasig Qity, Melrp  Manila.
Ancarnparying maseldaled inardial slabemnanls carmnprize the findal staemen
ci the Parent Comnpany and A5 soSesdaries foalkeclvely celerred 18 53 Hhe "Sreop].
The Mllowing Subsidilnas o nepparaled ia tbe Fhilippnes and registerod wit

I RL T

Sci
Parcantaga af Cramersh o
Dlrezt Indirect
Loba FPachic Lataura Comaaban Lolofac’) 103 08 -
Lucky Circe Corparaticn [[LCS)" 97 £ 235
Teel Gamng Technolegles, Lrs. [T o8 o2 -
Feeon Resounses, Ine, ("FRIT"" - 10000
TGTI Bervlees, locTGTIE*" - i IR
Athana Wenlures L, AWV ' 10000
Anery Intograted Hu ng. [Alk: ) . 160 £0
Circh B Gaming Ventwe, Ine. JorL . 1600 00
Luchydeal Leigure ne [LLL™ : 1604000
Lucayforture Business Wentures, Ine [LEV])™™ - 100.00
Luckypick Laizura Slub Corp, JLLCE - 108
Luckyveriures Leisaee Corp (LS )™ - 100,
Lucky Gams Enberainmant Verioies ‘md. (LGEW ™" - 100.C0
Cirbns Walkey Corporation [OWE)™" - 100.00

™ hd R kT BT T T
ik oo ot L fomdnstd e fo g T Cndlaz Sadiep Al | S0 ke S

Fachic Online

Thee Parenl Coampany is @ public compiny ordor Sgohan 17 2 gf tho Socuribies
Respalalion Dok FSF0) a0d its shares are lisled on the Phi peine Slock Fxchargd,
Lz, (PSE] staring &a Apnl 12, 307, The Farent Gompany is gn-ga.ged in ke
devalopmert. dreyign and manegement of cnling comgader sysiems. emmdeals and
softasere Tor lbe gamong indusiry, The Parpnt Comparny can also Gregaqo ino gy
lenwful amgrgament for sharpg profls, union &7 inlerest. wmlization or formal
agroement, rociprecal concession, ar ceoparaticn wih any corporation. assocanar,
partnarship, symdicato, endity, persan or gowvammendal, munelpal or gubhiz auhomhy,
dedmaztic ar Toresgn.

TSTI

TETI was incarporaied and reglatered wth SEC on Ocfeher 25, 2002, Tha paman
purpess ol TGTI g B lease gaming equiptenl and proside conaclbancy Serces
ralabwe btz onhng gaming bo thoese engaded a0 gamirg  business, non-grof
Instubanens erd other enhbes,



|.oiarac
Leto=ac was woeparsied 1in March 2007, pimarily to acquire, esiablish, own, haold,
Icase, w¢il conguct, gperate, and manage amgserers, ecoakanal and gamisy
cQuiEmer facies. and entarprize af every ind and nature, as well as phoces for
cxhibiligns, recrealan, gaming. amusermont and kewsure of the goncral pubic, and 10
acquire, okl ardd opcrabe any ana a’l givoges. fghts, ranchise:s and mnl:e.-ssmns
s may be proper, fecessany, advanagesss, or corvement in e conded of vk
business. LodoPas acquired LCA 1 August 2007

LG and Ming Entibes

LEZ Ad Fare Enlibes were eorporabed arnd regelered wilh SEC 10 engane in ke
busimass ol Fading and <elling & Goods such &% Sweepstaess nekels, hoEels
chows and corecns, ard such olher nomber guaes, reodirg Bl ecr imded b
Ihose inlrcduced by Phiimpine Chanty Sweistakes Ofioe [PCS00).

_I:L'lu

Lo and Mine Enliles arg ahonecd =3onis nf OS50 b cprrale several |:|n|i|'.1.=
iniery, belling slatens Iocaled ir magor bmnches of shopping malls e Sk
Zupermals, Robinsons ard Gaisann, eationwida ST and Ming Entibey, s PGED
FQenls. cAM A orefain paceniape of the sales alf lolks, keng, sweenstakes ond
instant scratsh bokats (hobe 21,

FFI

FRI was Incafparaled prrmanly 1o engage In ihe bukneds af frask~g or s2fag af
goods en wholasala or melall bacis, such as sesmersisxes diokets, IcHany ticketd.
MLt game bokets, and otrer garurg ckets, delucid, bal not | mibed b3, tosk
niroduced oy Philppna Chanty Sweepstakes Offes; aa well a5 Uekats of showd,
cancarts and olher evants.

TETIS

TGETI Gervicas, ks, wms |'ni:|:|r|:||:|r;|1r:-e‘.| |:|rin'|:,:rl':.' to engzge o, cariduct and SaArry of
ho business of prowd ng Kgustinal, lechnical support and consuiancy sorvings, and
prowiding end-ts-and st ons B crlibes in e gaming adustey in 371 its aspecis and
bra nehea.

Y. Agroements with PCEQ

PLED is tho principal gauernmenl agency ‘nr racsing and prsdag By fae isath
programs, medical assislanee ard services. and charibes of national chamter. |-
perarates fungs for A= programs by holdng and congudirg chaity swepmaked,
2o0s =rd Intlores.

Fareal Csmoany's RL0mant Ledse Aareemend dELs)
iha ELA was anginally awarded be Pacfic Orine on Movenber 25, 1835, wherety
ihe PCSO leases ol e lobtiory equipmenl frem Ihe Pament Company for PCSOE
Vigkln orlinG lotks operatans, This was amended on February 13, 2004, whersn the
Cerm 2any wad alloveed 1o carinoe deplaprenl al ol ne ko lerminals m Wiskiin rd
A pencd af eight (8] waars o date af its comemarclal egaration, which was -:.'el‘iﬂeu
Iy b Gpurialion of not kess than 300 IoKs jeminali With bko 25ramt El:lr'lpiuw'f:
rammergial aporalion offected on Apnl 5 206, 15 amended ELA was dur o erpek
March 31 2011 In addilion 1o tra lobe teminals, Lhis leasa included the conleal
COMpEACr syslom  cmT munications and draw oquipmenl. ard he Aghs 2 cse b
apphzRlion snitsare asd manoa's for The eeniml compeiee gf BGEC s Wishdn onlnd:
lobery synsem




2N Amonded ELA, On ftaw 22, 2012, the ELA was amended bo includi he 120
of lotha tamminake i some of POSO0s ldeny ooarabana in Luzon which resulked in 1k
redusllon of the feas, The amendmeant alse noledes supHnrg betbrg o5 amnd ok
paper mdld b PLEO, incarporaling ria nkenancs and repair senastes as parl of the
Tead, and givoag e Compamy an aplion 1o porchase des 8l cquipmest In VISMI
far P15.0 erullwon 518 b itngd gf Tiwp bz lprm

| LI S |

2042 Amerrdad ELA. On Marck 25, 2012, the ELA was futhar amandod B exlend
tha tern fom March 3, 2013 10 July 31, #1459 In lisw of the PCS0 option 1o
purchace ha equpment, the Parenl Company agreed 1o reguce the fees for YISMIN
and shoukder 1he road af Baling sEps and kel poer (oo by Luzan ard WS IN.

JIE Armendoed ELA Jn July 15, 2015, tng ELA was 230in dmieded 1o exiemnd Ihe
farm from Aeguss 1. 2086 0 July 11, 2018, The: amendment alsa requircd tho Firgm
Company bt ceposl an addidional PO O miliop cash bond 10 guararies  lhe
L hamgered use and operetion of he lotery system, -nokding equipment, sanery.
nehwark comrmuanicatan and beaminals,

FMIE armarded S1A. Qn Seplember 12, 2008, Ibe ELA was armended fo axbend e
ferm fiam Suqust 1. 3018 1o Guly 31, 2003 The zmerdmenl reqeieed the Parerl
‘Sompany b past a0 addhicnal dgansit o8 PO millign cash bond  The tolal eash
bord cf P12 milion is 1ncudad wrder "GEser roncument assels intha oo ndshdated
ataiemenis of ireaaal pasbon (Note 2380

The lees, presentid a5 'Dauipment rental” in the spnsoldated slaterments of noome,
;e bazed on o porcenlage of gross sales &4 lohe bereritals of o fXed @07 wal reatal g
P15 DK} per lerminagd in commaercial oponptoon, whichoe®r is higher Toée nomnbes ]|
ingtalled latia Larmina's tolaked 4 025 and 2,205 a5 at Docember 31, 2018 and 2017,
respechivgly. Tha Farmant Company's eglipmen: ronta' rovons  ameaenled
I*vB4.56 mihan, 1,032 % millian, and #9514 million 0 2018, 2007 and 27016,
respechiwdy [Mobe 19). Tho selpied nsceniabes Fom FSRO, vieluded under "Tra:
ard olher receivables” account in ske consolidaicd slalemerls of finangizl posilian,
amoumed b Fr6.2 mikon end PHGSY mikon as at Cacamber 31, 20138 gnd 2017,
respachvely (Mote ).

MEfant Soalch Towais, On March 25, 2004, the 17anent Company crilorcd inkg 3 oy
excfusave Momoardum 8 Agreement (MOAS wilh PRS0 far the printng, distbaticn
ard sala af scrabcn Bokoks etiachve Dooembie 1) 2003 unlil Deoember §, 2006, T
ghare of PCE0 is guaranbeed for 500 mi'lian Sickaks 1 b 5okl gver a geriod o seve
wears rodm dhe dada af e MOA s affeohvhy,

The MOA requires B caah bord ameunbng 1o F1O 0 mdhon 2 ke doposiod in an
irlerest-Learimg Bank #oooont deslgrated by PS50 b guaranies the paymaeat of
prizos Tor caph sones of Bekcls digitibged, Subpes 1o ewew by PCSO for 3 peniod ¢
seven years from the dale of inital laurch of tha inslan! bekets and shell be
maintained co-lerminus with th 5 MO&, The inferest adcries fo the Farent Company
ard r= credited |0 3 paparate bank acoount, fn 2018, e Paren) Compirey ieceived B
cedtifizaten from PCSO for The releasa of such borsd,

Qi Marck 31, 2045 1 Pargm Sompary entesed inta a1 Cutspwroirg hoemomandizm
af Agreemenl [CR0A) wilh Powicball Gamirg and Eatertainment Corooratan
(PGESY authorizing PGEC as the exclusive markeling, distribatsn, s2bng and
cofecling agent of the Parend Company thegughow! the Philpgines The agregmert
teok efecl on Aprl 1. 2015 ard shal remas efeclive as long as e MOA wilh
Pal) o iny oxten=en Wierea] o’k be s fesding,




PGEC egresd be gsaume tne Farent Company's cammilmenl o PCE0 1 Bolely
shoukzer The project cost for the Instart Sergteh Ticke: progian, which cangisls gf
e cadls o pigdudisn, dislribidies, warehsosng, pisksg. handling, safware and
hamdware nginkeanee, ddviedising, marketing, %6519 dnd plles laed expensed.
PGEC is enlitled £ all the saweues. sLms and mooseds frem the !aslanl Scralsh
Tickeds keginning April 1, 2015, ard snall ke obligated 10 shouldar ta gay-ouks fdr
&1 winnings from sais bokels gald beginnng Apnl 1, 2055 An exishing consultancy
Bg eamenl tabween M Marenl Cosnpary amd PEEDS for b acrateh bokel aparghans
'WaS (Timediately tenminated upsan execuhion of tha OMOA 2015,

The MCA wille PCS0 mapinsd gn Moswember 33, 2018 and ke Parent Campany’s
M with PGEC also aspired accomdingly Al Gohels Sotnuted g the rotailers and
apents, shall b allewed 0 be markabed condinuowshe umbl My sold ard The
comespording winnings therecf shal: be honered and paid ewen afies tha gariod &f
the MU wih [FES0,

Im 2218, e Fament Cormpany fecgined o eediignfion from g QIC-Manager of
Accaunling and Radigel Deparkrent (AQE) of PCS0 staling Ihe Tulfillment e 1he
Parenl Company's abligaters unger the MO and {hereby clearieg 1he Farcnly
Compamy of 20y accoumakility Uereunder, ADB carfiad thad e Parent Company 6
catiled to the redgase of the P10.G miion cashbond. The cash bond is presented as
“Harids amd deposits” under "Otrer Cumant bssel” acoou t1 (Mate 10).

In Janwary 2018, the Parent Cofnpany enbeied inlo & Brand and Tradermerk Licensa
Agreeser with Poweball Markaling & Logisbes Coip [PMLE) q:anling the laker &
nan-asgnatie, nan-ranskerable ard exclsve ngh’ i use ol the Parenl Companyk
inslant sombch tickels' Brards and Tredemaks The apreement has an indial lerm of
Treg (S) years offeClive on WJanuery 1, 2018, subject 10 sdjustmenl e conoam o and
chincide with tern o the PMLC's agrasmanl with PC3D {or the suppay and
dslnbidion 2 i35 nslant sorpteh Wckabs. The consdaraben & a guaraniaed Azl
monihly fee PMLE is ned resbiicded to developils own bignd

TGTI Foyipment Legza Agreement

2 ELA. TTI haa 8 ELA weih PCSO for B paniad of ten (109 yeass from tho dath
of aciual aperation of at lLazl 150 onlhre kand outets 10 September 20, 2020, This
covers PLS0E anlime kens lotlery operabons, The lease widedes cnhine Xena
equipmen ard actesanries.

27008 Armemcterd LA, On Juiy 15, 2008, the ELA was amended wherein, TGTI shall
povede he senices of kelecommenicalions nicgrateor ard precuement of supplick
Tor the prine keng pparations of PCS50n Luzom and WA 5MIM areas. 10 cansideratic
far zuch servicas, PCED shall gay acd.hional fee basad on 3 ootan percentage of
the gras< cabes from & onlne keas fERTIREE 0 operabon In Luzan and VSN
aeds compuited by FOSC and paya e be ek,

The fees, presenbed as Equipment cental” in the conselidated stalements of ingarna,
Je based on 2 porcentage of (he gress amound of lickot sakes from il of Hag
Compary's onlinge kena lottery operations excuding walue-added taxes MWAT) or b
Timad gnruel rante; of P40O0D par termunel 0 comemerclal sparaton, whehaver s
Rgnar. The nomber of nstalked [ofta lerminels otaled 2454 amd 2,164 Bs Bt
December 51, 20ME amd 2017, mepactnaly. TGTI'S equiprent ranial reven e
amotnted 1o PESE.7 Suban, PEDIE & ben, and PE4T.9 rlan 2018, 2017 &nd
2219, respecippely (Make 155 The e abed iesepables fram FCS0, acluded e
*Irade and ather recenatdes” accounl in the consobdeled slatemanls ol nencal
pesibon, sraunted 1o 2771 amban ard P19.6 millkan aa at December 31, 2018 gnd
017 respecdivaly [Mate B



3, Baals of Preparation

slalerent o Compenge

The caonsalkdated firandal skalemenls have Soen prepared in complance wikp
Philppae  Cimangal  Ropsding Slandards (PFRSsY,. PFRGs are bazed am
inlermipnal Financial Reporing Standasds (IFRSs) isswed by e cmlemebonal
hoegunting Standards Board (05B). PFASS which ara isseed by ihe Friopiee
Fingnoal Reporing Slardards Cowncl [FRSC), eangid of PFRES4, Philippas
Accounting Standands (FASa), 8ad PRbppene |Nbespratabans. The acoompartag
censoidated inancial slatemenis were apgraved and uihceired R isdmnoe by IR
BOC on February 26, 2019,

[
Ty tansalidided Anancial s1abemenls have toen preparad an a histescal cod has=
pacep; [ar the Jollcwdng itams, which aro maossured @0 an aiemativa besis on £ach
repelirg dain:

®»  markataa gacunlied and investrenke in shocks &t measdred at fair velue; and

s dpfines bered] asdel wiich s rpeasored ac the net ksl af ke fBir vatue of e
plan asgets aad =he present v ndg of the defined beneht cbdigalan.

Funclcn:l agnd P L n T

The consordated financal statemants are presented in Phlippire pose (P oor Php
which is 1he Eroue's furdioral cumansy. AL fingncial infommaren ara rouredcd of
1ha raarest persa, xcCpt witan othenwso adicated.

1 Conzpt M
The ooasesdabed firanoal siemonla l2I:|I'r'l|'.'ll'55-E Hre finansal stakarmerds of W
Pt E-I:-I:r'lp-ﬁ:'l':.' ad s subsidiiges, The fingnads s'alerwns af the sebeldigne
e prepsiced for e sime epading yeqr as Ihe Paren Company' USing cansishe;
accrunting palices

A subsidiary 15 an antity controlled T the Group, The Group contraks 9 enbiy wkbes
it is expazed o, or has rghts o, varable retums frem A5 impiyemonk wab (B enbdy
and has the abilty 1o affect those retarma thraogh its power ower the enlity, The
Glau [ re-asanscsd whelher of not it cordrate an inwesies f facs amd circamstancas
indicale thal there ame changes ta one of mora of 1he thas alements of contrgl.

W e Gagup [as 245 than majarity of te weding ar sinukar regits of an Inivestoe,
[he Group crnsides all iplevan? facks ard cicumstances in ascassirg whether i has
poswEr Qwar an inwesies, nchrding the conlractual anargeines wilh e odher yobe
hokders of tha 1nwesice, saghts angng frem otkdr 2oniarcdunl aetangeonents and the
Crowp'a wat ng righta ard podantial wvahag rghts.

The inancial slatermenls of e swhsedianes ana sncadad in the consordancd Fnangia
atalernents ram ik date when the Group obains conbrol, ard conbnue B2 by
eodsiidAaked oefil e dabe wien sch eanbid cepsed.

The cenzalidetad finarcial stalomoms are prepard Par [he sime eparbng pensd a3
tre Farent Company, Weing unfamm accounkag policias for hke Rngaclion: &g
atrer event w1 Bimilar creumstances. inbergroup balances and  vansactans:;
incledirg irlargroep unnealized prafs and Inssas, are dliminated in prepanng Ly
consnldaled financial staiempnts.




Moncantrallieg imeras] wpresenls e porboa of grofit or loss ard nct assels not
held by |he Paer! compamy aad is presented separatehy n tha Consobdated
siglomenis of incomo, cansalidaed stdemenss ol alker EEII'I'I[.'I-I'EFIEFIEl'.I'E MG HTT,
conzolidabed staicments of changes o exaily and wthin ity in the cansoliated
£lalemants of fnancial posilian.

Fron-cantraling onicresd represents Ina imeres] ngd hed by the Parent Company 2
TGTIL

A chiange @ fhe dwawtship inberest of a sobsadiary, withoot a loss of contad,
Decnuried oo % an fguily briongaiban. P ke Group kses conbed over 3 submidia
the Grovp: [ dorccognipes the assels fincluding oodwill]l and hatihtes al
sunsdiary. the camy g amount of any nen-canbralling irlereysts ans ve clamd 3y
ransaction difforences recorded in ey, (i) recogaizes 1 far walue of th
oons deratian racared. the fg:r vakee of any inwesiment retaned znd Sny Surplu
daficl a predil or 1056, and (i) reclassiky the Pacent Company's shase of coHtpanen
previaudly recoguzed in other cormpienensive intoma 1o profit or Yoss or melioned
Sarnings, a5 appropnate, 33 wieid be requircd a the Sroup had drecshy disposed o
i relogied gsede or LiakHllies

4. Ampnlflcant Accounting Pollcira

The accowazng polices 52t out Below have tean aszolied corsislonlly o 2l yearg
pemsented 11 fhese consolldsied francal slalaments ard have besnoappied
confgskendy by Ihe Grodp enlites, exqept ior ke chardges in Becounding pocess QB
wxpiAined bebowr

Early Acgoatian of 3 Mew Sland:ard

v PERS D Financial Jesiremonts f20H 4 is ¢Hective T annas! perods Beginreg on
ar afer Janwary 1. 2016, with aary adeplion pomifted  Tho Groop peenausly
adapbed this standa rd earhy slart:rg January 1, 7915,

Adgpben ol MNew o Hevized Standarsds, Amendepnks b Slanddeds  ang
Inkerpralat ans

Thi: Groon has adapled the fedawirdg arentmenls o slardards stanng Jzeuary 1

A and accardirghy, chargsd ts accounteg pokcies. T1e adoplior did nel have B

matarial impac! an fhe: Geoup 5 comsglidaled inancial Satrmenls.

» PFRS 14 Revenog fiom Comiecls wal ersamnrs  rogdacas PAS 1T
Consnchion Confaclfs, PAS 18 Aevrnwy, IFRIC T3 Coslorier L0y
Frogammes. PR T8 Trensfer of Asscls fmrm Cogomies eI FIC-3T Ravend
- Barter TERSechns  Mwobony Adverimng Serdees The new sbandar
infraduces 3 new reverue recaqnisen madel far conlreds wih cusiomers whic
spocifies thal cevenoe shoud ba restgmzed when [or 55) & Sompany kansie
conral of geads o sprvices o & cuslamer al the amaunt 5o whech itha compan
expacis o be entied Copendirg an whelher ceain ofitena & met, revenud i
recognized ower ke in 3 manner thal besd roflecls tre conngany's paformancy
ar Bt a paint in ima, when conirol of 1he goods ar seraces is fransfermed 1o th
cuslamer. 1he standard Goas nab apply b insuraneo Qoovacli, fine rog
Imstruments or ®asa corracts, waich fall in tke scopa of oher PERES. (L 3l
dives Aol apply iF b cofmpanies 10 tha 5ama ling of busogss exchangs o
menetany BsseLs W fAciltale salcs o sber poties. Funbenodre, B 8 Sonrack sk
g calomar it parhy o0 the scope of anolher PRRES, thon ke guidancs o
senamatian and measurcmant contdned in U slhe FFRS {akes pracedanca.

-

= B B B = I~




Stnidieds lssued Byl Ml Yel Adopled

Fhilipsne Inerprafaban IFRIC-22 Bomign Qpmpacy Trinsaclions and Advancg
Copaoraten. Tre inlerprataten clarfes that 1he Trangactan dale 1o e usad (o
erdnslabon far famlgn cumendy ranszacions oyphng an advante payment o
recept & ihe dale cn 'wn.ch ibe endiby inikaty recogoizes e perepaymend or
deferred incarte ariang fram the edvanca cors darglion. For frasaachorsa
inwpheng mptliphe payirkerts o receipls, each gayment or raca.pk gives nie la g
saparala ransacion dalm, “he inbegrelabion apples whet an enty goys of
recePAas comsideration in 3 forgign oty and reCHpMZEs a noer-mancian
assat or [ability afenr regoqnizing e relabed iben.

Addibaral disclosures required by lhe amended standarcs and inarpoataien
were incluced in tha consobdaled fAinanciab stalemonds, whgie apmicasie,

A nuenber gf new slandands el amendments B3 9te ndards ane eficcive far sy
periods beginning #fler Janoazy 1, 2078 Fowezwar, tra Group has nob appiod 1hy
Tollwing rew or amonded stodacds 0 prepanng these consolkfaied finangiy
slaemends. Unless othersme slaled cone of fhete Bma pepeshed b3 have
significant kmpact on tha Gioyp's consedaled Tinarcial #aiemenis.

Efaciive Januens T, 20759

FFAS 16 Leazes Eupersades PAS 17 Loases and lhe relaed F"'""Fﬂﬂfr
Ialefpratabons. The new standerd irireduccs a single lease acgocting modeifo
legsees uncer which A1 majo: |B35as ar recHnizes on-talarce sheat, Mo
e leasa clagsdicahon test Lease atcouning o ‘essars essenlially remam
unchangad exgept B A number af details incuding She acelicater of b noy
laasa dofirdmn, rew sek: andbcaseback qudanca. reny Sub- ease Quilance s
Mew discdosure requiremens. Practizal espedien's and targeied oolicfs wio
Intrgdpged including an pplicnal lossee exenpbon fod sha-1omm Basas ':}IIEFIGET
wilh a lerm af 12 monlhg or 255 and ow-valua ilcms. as wedl as e pernnssiop
of porfolimiavel dcccunling inslead of applyog he eequiemsats b ndvidoe
lcases Mew pglimales av] judgmenial threshalds that affect the ideathicaton,
classification and measunyriqat of lease iransschons, as wedl a5 requienients w
feascens cedain key opstimales ard wdgosents at each repsdag dade vene
iirodued.

I*F RS 16 is efective for anrual porods beqinning on of after Jaraary 1. 2019
Earfier apphcetion 15 parmitted for enktivg thal apply FFRS 15 Ravenge from
Cionfraals wih Custovmars at or before the dile ol imllal 8gpdicavan of PFRS 15
The Grou is curiently aasegding the patenlial mped of PFRS 16

PFRE 18 is not avpesciod o have a malenal smpecl on the consalidaled financeal
ErElaments in U penod af indial apgacation.




The fallewing amendad standards and isierpmbtions are rebevanl But ndd expecied
ko hEva 3 sigridicant impedst an e Sroug's cansoidated financi:al 2xalements,

IFRIC 23 Uncertainty ovar Tee Treatmeants
Amnamente fe PFES & Fregaymant Faziures with Megative Gompensalion

«  Annusl Imepeaverre-ts o PERS Siendards #045-2097 Gycha - vargus sandaids

= Arendments 10 Refererces te Conceplual Framawark in PFRS slandards -
efective Janudnr T, 2020

= Alan Artendrngnt, Cudailnenl ar Setkerment (Smecdments ta PAS 19 Empoyca
Banfits)

+  Owpfiniion of Material (Amendments 18 PAS 1 Pmaentaten of Fimancia
Eralemenis and PAS & Acoowntng Polidos, Ghangest in Accammting Esimatey
arwd Emor)

Finarcal Inansmgrds

Data of Ragagnitian. 1re Graup recagneEes & Angneial assst or 3 Faancal lizkilily in
tha ponsalidaled skalemenla af finandcsl pasitan when it besomes 3 gadte to P
conlractual prowishons o fe ingliumert. In e casa of & requiar way purchasg o
sale ol fingrsiol asae1s_ recognilian ia care Udng settiement dele accountrg

Inificd' Remmrilicey of Frlancial Inshuments. Franclal instuments are rocagnsed
intiaihy at fair value of the corsderalion given (in case of an asaet) or recesed
4n casa of a liabiky). The inital measuremend &F finandal inskoments, except for
those dasgnatad et fair valua through prof or loss (FYPLY, ingludes Iransacton
€os1a,

Eubsaquent b Inilial recogution, the Grows dassiies s finamzial assels in the
fallinwing categariea; hnanclal asseds at FYPL. inancal assefs 2t fair vane Theough
clher codmprefensive incare (OG-, ang financal assels at amorized ot The
clAssfiban of ianoal asseds depernds on bthe Bass of the eatty's businass modm
1o manag g 1ho iranciel Bsscls ard the conlrasiea) cash Pow chareclesialica ol 1he
finandal asead.

The Group cfassifes ks Enancal heehlbes s aither Francial lisklites at amotized
caod ar fnaacidl hekihbes al FYPL. 1ha Group classifies al financip! liabililies o
amorlirsd cast, excepl Tor.

[a) Fnancial lighililies designabed by the Group at Iniial recogndion a5 a1 fa cvalud
Errounh profit or loss, when daing s sesus ninare fekevan infamnaton.

(by Fnancial lizbvtes that arse when g rarsfor of 2 fingngal aset doed nat quaity
for deracagnition ar when tha cerlicding invohermerd approad azplies.

(] cenbingent corsiderallon recaognized by the Groop in a business combingibon
whieh shall subsequenthy B maagured 81 fair velue wilh changes recogroeed i)
prhlk ar lbss.

() finanpal guardniee toniracls and commibiren'a 1o provce a 10en Bl 3 belowe
rmarkor; inberes rabe which ane indialy measured a1 *air valoe ard s bEaqueny ot
the I'.ighgr o amorized amour] sind amoun! af loas allmi@Ense.

Waragamant delarrings the classiicativn of itz Faongal assets and Fhancs
llablibes at inbal recogrdion and. whars allewsd 3od appraprinde, re-evalultes guch
dasknabnon at every rapert ng daia



Cesloratirstian af Faor Vafos, Tha fair valee of finaacia insinimenls irpded o et
markaess 8 reporing dala & based o ther guabed market proe or deider pa
guolaband withaed any deduchicn for ranseclion costs, Wwhan carreae] bid eed ws
prices afie A @vailabde, the piice of the most recent transa chon provides cuidengo
et porren! i walue &3 laag as Ihere hasd mot Been ery sighificanl change i
ncormic pirpymsinngas sineg 1he e al 1 Iransacztan.

For all othar Anancial instruments nol Cxled in an aclive marked, tha fair value
datermmad b wsing aperopriabe waluaton Kohnkuea, Valoalion tecknques inc
nat grasenl walua techniques. comparson ke smila ingirgmeds i wiich
abseryatia pricas exsl, opton proirg modas. 3nd olher relesan] waluaticn padel s

Ml oassels apd liabiiies 1or which fBr w&luE #5 measured or Qoclosed in R
eonsobdated namtial ealements am calegorized wihin the fair val e hirarchy,
descibed as follows, bafiod o bhe knzat lewel it thad is sigedficant te the fay
WITUE ML a4 @ wlhinle,

v Level 1 qigied prices (unie§sisied) in ackve margels foe ademlical assols o
ligdili e 5:

v Eawd 2 irpdis athor than qoobed ponoes incfuced wilthis Lewel 1 thal ene
prsensabie for the azsol o kability, eher dirccdy ar indreclly, arms

v Level 3 inpdle for tha essel or lighilty thal are nol hased oo obsesvable markat
dala.

Frr assels and liabilines Diat aze recogneed in the canssidated financ.a sialemenls
on | rl:-::urring biask, lhe Giooy debersunes whEiher fransfars. hawa wocurrcd
between Levels it lhe bwecwchy by re-asdessag te calegorzaten at the ordg of

i=ich repoiseeg peeriad

For gurpiees o 1he 3 value asclosure, tha Group hps datermirsd casses O
amoers and liatulikad on e bamis af tra naduma. characiershos and nsks ol the D5ae
& lialekiy and the level af Ihe Tair va'ue Teracny, a8 esplainad abave L

Thay 77 Pl Wheoe [ Eriniachodt pluca in & nan-achiee marke 15 diffesent fam th
fair valig gf |he other abserrabde cune 1 f:arket Fanssclions I o £Bma sTumeE
or based an o wilgdion Cechrgpe whese vaneMes ncfude orfy data o
obsarvable markal, ke Group recogoures e diference Bebyeen Ma Trarsack
prica and fair ve'ue {a "Day 1" grof) i profil o loss unless it qualdias far reoig m
ag sarme olbar type of #5508 In £ascs where use B mado ot dald whith are i
obeeryaboke, v difarence beawnan e manszclion pree and model wabce i3 anl
reccqnized in prafl or Qss wher e inpins becoms obyervabl: or when th
instrurpcr? i3 derecognized Feor each arsacton, the Group delormines thy
apprapigte method af recogrzing tha Oay 1" pre amsnd,

L L

inangal |
Financia! Aszals ol FYFL. The Group medsares o linanclal asset al FWPL urkass 15 i
measured 3 amomoed cosl or a1 VDD A indidl recogition, the Groos ma
choose o imevocatdy designalo a financinl asaet as meadured & FYPL o doorg
alimeates or signifoanty roduces a maasurement proetoghilion poekelstency that
wotl othersiza ansc fom moasuring asscls or lishillies or fecsqniting the Qe
and besas on ihem on difarant bases.




me.?r_'ltial 85535 31 Pyl are carmied in Ihe consolifated slalaments af Fnanmal
PosLon Bl fa_lr valua walh gains ar lessos recogairad in profit or 1oz, 1nderest earcg
it rocarded in irdarect Income whie dividend income is facorded n oer IRooree
wrhien The ngnl b recewe payment has besn ostaohehed. Tha Group deterntires lhe
¢nst of investmants s0d uding specfic identficalon mathos

The Grovps inveskrer] i cquity secunlaz included under "Markaribie sesuripos*
are classi’ &2 under Ihis talegory (S ole ).

Findmeia Amsels & FUYGD). Tha Sroup desigrabes an eguity insin:merl as a inancal
Anin] at FUCHT] i the gqudy sesenlies regwesenl invesimen!s that the Group intends
b3 heldTar 3 lorm barm (or sreleqic parpasos.

At indig] recagniion, he Ghoup sresscably eed o proserl subsequen] chaages i|Jl
lhna_mvasr.ment'a Tarr vaiee In cdher snmprehangiva incoma. This clestion is made mJ;
= 1} ||'I'|||'E5-1.|'|"|El"lt'rfl}'l rrvesirmanl hasis

Susequent | itdial rectgnitipn, Francial esseis al FYOC are measured ak iz
valud and ehinges thirpin are socegnized e oter COMEHBRENEWE 71000 8
preserded in the Fair yalug resamva” in aguity wh:eh can ke rarsferred to refa:
earfings whitn camed, Dividords egmed op haliding FYWOC! equity Secusibes ar
et ciped as "Dandend income® in profl or (023 wher Bhe rdght ke recdren paysne
has been exiablisned. Gans ard lvwses on equiy finangal asse's at FYDSH are
ngwgr rglassdiad o prosil ar loss &t aocnpairreent is eoogriord in profs or oss

The Group’s inwestTents in equity securibes induded urder “Imeestmenls in slocks
accouni ara Slassfied urder thig cabegany (Mo 113

Finemo Azgehs gt Amorliesd Cosf The Sroup mgasures a3 Ananca: assat a
aresctiried st ol iy nol fesignated as at FYPL and bedh af the fallosang cone dicn
arc riwed,

(@) the financial assotis bold witin @ busiress modsl whase abjeckye 15 o G lee
comirvchial cash flows:. and

(by tha contaciual s of tha finaaoal a3sel give ree on Speciied dabes o cash
ficewa thed Are Solely payronts af pnacipal and inkerest on e prosipal wnoun
aulsLanding.

Such B1AMsial acoers ae ~arrisd A0 amectisod ras] usirey Sk offieclives inkeros
meekthod less any Al easance foe impdinoge:t. foangriped cost s calculyicd by Tking
inla Agcgunt any disedunl g premivm an acquisiten and fess that are injogral pat of
Ihe efletlive inkéresy mle Tha pedodic araelization 1 incleded 55 part of “Interest
incarmz” in tho consolidated stalaments of income. Gains and [sses ape racsgreed
in profit ©r less when tho financial as&eds at amedized cogt are derecoqnlzed or
impaired, &5 'Wall as thraugh the amarbzaben process. Findnoel asseks a1 amoees
Ca:al are included n curfenl aesels o matdriby s witn fecfve eoaths o reporing
dala. Clhondse, hesse are dassifed B roacurrenl asets,

The Grnup's-. finarzial assal® at wnefized cosf indude cash in banks, Trde ang
alher recsiabkes, Cepdsts and quaranes bonds

Cash includes cash on hand and in banks whirh ang staed at faon valun,
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Bugingss Modol Acsegsimnm

Tho Groua makes an assessmet of the chjecivies of @ busesa radel il which an
AsEE! i5 held al a partlolio loval cecause Dis bust rellecis te way e Duakiness |s
!'njnilged and infyingiion is provided b rianagament. The infarmahon ¢pnsidenad
includes:

' the alaled policies and obpeetives for |he portfoio and 1be aperalion of thas
pdicies i practica. In partenlar, whelher managements stialegy focuses o
eaming fontractual indevest Jawgnue. mainlaining 8 parsoutr inbrrest rate prafils
misitching dha duration & lhe financial assats b he dumlion of the liabdbes tha
arg funding thooe aaseds - realizing cash Pows thraogh the sale of the assels:

- - L

-

= how the parformance of the portfolio 15 evahated and mpeted 1o he Goeap
mangegamany;

T

v the neka thal afect the parfomatce af fie busingss model Jand Lhe Francs
azzott held wihin that buginess medaedy ond how those A£xa 8re manayoed.

* g Pequency, volume and liming of sales of financel agaats in psar pecads, 1h
reason for such gales and %2 expoctatan ataut futune saks achvity Howewe!,
infarmabon abowl sales activily is nol corsigened :n lgalalled, Bul a5 pact of gh
overzll assassment of bow he Group's staled abgeclive far rusnaging h
[nancial assate 1= achiewgd and how cash fowe 87 realized.

=

Financial asaets <hal are hald for trading or managed acd whoso pedormance i
evalualed In B Tair wilag basis are meazured 31 FYPI, begauso (hey ame noither he
1o cplecl conraciual cash flaws ner hals bolh b oalledt contactua’ cash fiosws and b2
gall Fnanczal assaks

A=3g3amen wlwther Lortragtyal Cash Flgwy are Solely Payments. of 1ropg! aod
Inlaregt

Forthe purpods of Lhs assessTeal, ‘prinops’ o defined a5 ke fzir value of tha

Amancal assed oncntin recogneicn Clnlerest i Jefned as consdaration for 1Re dra

vae of roney and lor (1@ oredit assooigles wilh the prics’pal amaunt ouistanding

dunrg & particular petiod of fima and for ather boasic lorgng rsks and costs

fe.q. liqudity risk 2rd gdmemsirabve caats), a5 well as profit margn

I 2sgLssing whelhor the contractual cpsh Mows are solely payments of prnsipal and
ifleriEst, B Geoup aonssers the san'raclual lerms af the insbument. This 1 lud e
assessing whether the financial 245t contans 3 contractual femm 1hal cauld changg
lhe tming ar amoued of canbactual cash flows such that d weukd nat mect |hes
cerdlion, :n making the Bssessrent, lhe Group considers:

v conlingant everds lhal weak changa the amount and fitirg of cash Baws:
= |eveage heHures,
*  prepayment and aslensiodn ierme;

= beng that limit the Group's dais to cash flows for sposified assels (.. nan
recaurss assak amargemenls) . snd

*  featuras thal modify caasideraton o1 the bma value of marey e, perindica
resch of intaredt rates
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Reglazsification of Tingnoisl Azceis aad Liablives
Firaneral Asseds When, asd only when, the Gigop chorges its business mode’ o
thandyang fnancial aseels, A anall redassity all afecled fingncial assets. Su
changes are colemmires by the Group's senice managemerd a5 a result of xia
of mbgrnal chamges and mJis! B2 gignificent 19 the cotiy's operabions :-ﬂ
dirmnpnsiratda 1o exemel parlies

A charge n the Group's business medel will cocur anby when 1he Groug edrer
bagins or cpasas b peform an actvity that is signifcant to 6 Dperslons;
Bxampke wiien tee entity has acqurad, dsposed of or derminabed & businesa tna,

Financal Listuluies. The Group shall nat reclassity any finarcial bakbdy.
Finansizl Li i

Fivanal Lightias af Amarized Sosl. This ssbeqory peraies (o financigd liabttis
ihat are rob poslprated at FYPL wpon inceplica of e liabilthy, These m-:Ju;\F
ar

T

liabi ties ansing from aperalions or bocowngs  The Fnandal  labiliios
reognized indially Bl falr value and al sulseguenly cored at ararbized oosl,
faking iminp acooum the mpa:l of applyirg 3he cledne oilecmsi megnod oF
amorizatan far any redaled  premom discount and  gny dingety  atncutaky
TmEnsachz>1 cos3f8 Thse linaccial ligbilies g insuded n coment lighies

tniatdaby s wilhinn bl menths Tom meorting date. Cthersisa, bwesa are crazsifiad
a5 nancurteat liabi dies

This ¢alogery inclydes tha Group's rada and other cement BHhbas.

Lrggnpton of F.nancial As4eis.and Liak:kiips
Finamcig! Assets. & financal sssed (or, wheras spplicakde, & pat of 4 firancial asaed
ar part of agreup ef milar tTnanasl assels) is deredoyreed when.

= b rig 1= [o receive cash Pows fom 1ha asee' srpineg:
= ke Gregz retains tha righds to recaiva cash fioes fom the Gsacl bl hl.i.r

assumed an albligeten 1o pay Ihem o fall wiboul matedal delay toa thd pa
Urider a "pass-thro g’ srangernent; ar

= the Grogd has dansferred ks nghts 10 receve casn Moews rorm (ke 3ssel &
Qitnar; [&F hes transierred suetsiantialy all ihe nsks and revcards of the assets;
tb) hes neither fransfaqred ner retdired substanlialky @l the rishs and éesards of
the asget but has sransfened ecari o e assk

Where (ke Grayp has transfamed s oght o recedyva cash flows from an eszat and
has ndittnor frAns'ecred roy rat@nad substanbally ar¥ the meks and rewards of
asset nor lranefemad sontral of e as<M, 1o asset (s recogmaed 1o the exlend ol e
Group's conlinuing invgteemoent in e assct Conbinuing imvowemant thal Bakes he
ferm of a guarantee over the Tansfemed Bssat -5 meatuqed ab the wwer of 1he
Qrigina Ccamying amour! of ha assat ard tha masimum amaurd & consdergthon that
tho Group cauld Ba requirad 6o repay.

Fairancal Latdiies, & inaneral Fahbility is 2 recogriced whien 1hé obligation wider 2hg
liahility i3 decharqed, Sinddlid, or bas pepingd When pn pristiosg Anarcal liohiling it
replazed b4y anather fiom e =ane londes on substanbially diferenl berms, or ths
lerrng of an exdaling liabitky an: subs=fanlially inodiicd, Such an cechange of
mod.eahion 19 realed B & derecsgrilion af P orkg sl [abklily 3 Use resegiilkan o
a e habilty. and 1ha diference in he respechye carmang Lncunts id fecogmized in
profit or laga.
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Impai-ment of Financal Agcaks
Tha Groug uses the exqeciod cradit bostes model ("ECL" which s appled [0 3
ealy INETumens measnsd at gmedized cost of FVYOC] 3z well &5 to 1550ed loa
commriments ard madl indncizl guararies coriracts. The ECL i3 4 ‘three <l
ApTroach which i3 based &a the changa in credit quality af financal Bssals ing
Al recagniban. AEseld regvn through the throe siages 85 credit guatty change
ard e Hages dilale hew an antity Mezsymes maaiment asses, Shage 1 Include
finzncial inatiurnents it have not had B sgnficant iorease In credit 1=k snce e
reecqniban o which hava ow ored1 nsk al the reparting date, For these vy
12-manlf ECL are recogmized. The 12-nwnlhs ECL are the expecimd cresliy Inssek
EhiT resull from default evers that are possibée within 12 rranths afcr 1he ropoeting
date Slage 2 mdudes finandial inslrumens that have had a signifcant increass in
credit risk snce inlias recogntben {enkess Ihey have low cedil dsk at e roporting
dala) bR ama ned aredit e paired B ar Bhase ilems, litelimo expecied credit 'ossos aod
recognzed which is the weiphled merge cedit losses with 1he probabiline of dafaukt
a5 e weighl. 3tape 3 includeg Brancizl assels that are coedit impaired at the
repodding dale. For tese ivems, lifclime eopocted credit losses ate recogrezed Mo
impaimrenl ks9 15 recogn wed gn souiby imeostments.

i

DI CEn e

A financial &asel ik Lrisd 1 ‘mpaired when one o more everds that have 3 detnmental
eripact on the eslimaked Tulure cash Nows of tha financial easet have cooamed.

When dotermining whathar 1the rex of Sefaaiton & Branaal inskument has clereadned
signiicantly  sipce ambal recocgriban, the Group  tansiders  reasonabke  and
suppetabds informaton that |5 relevanl and avackble withaul undue cos1 o eMat
Thiz incluges bolh quanttative and qualitatie infarmaban and anahes, Baced on
Croup's histonced oxpanence, credil assessmont and ocuding Toeward Kok
inlormation.

The Infarmatk:n analyesd by the Group intludes Ihe foilaicg. among cihers

=  Bglual and expesicd signdicant ohanges e the poilicpl. segulakery ang
"echnsiedicd envianmant of the dabior arin gs business aclivilies,

= payn®d fedtrd - his indudes everdue s33lus as wall as a ranga of vanakbied
dbout paymerd =anos.

= gu.shing and foracas! changes in e buziness, finanaal and  econiomy
condigons.

The Gneg corcideds a Enaacial aesol o e in deTaol when

= e deddor is wnlikely o pay ils oeedit ohligation 3 lhe Geoup in Tull, witho,
recaurts by tee Group ie actiony such ag realizing secemy ff any = held): o

* the deblor is pas| dug mong than LA days o any matenal cradit cinatice b thy
Groi:p,

Inperts 0o the aRsasEMENt of whathar a financial instrumeant 5 in dafaal amd thait
Exprificance mey wvany over bme b fefles changes in clreumslances

Teade and oiher receivables are wrilten oif [either pamalty ar in Pall] wileds Ebere 15 g
realisbs prospesl of recovery. This is gemeralhy the case whein the Groop debermines
thal the pamower daas nol have assels of sourcas of incare that could generala
sufficien? cash Aows 10 rapay the amaunls suteect o He woleof, Howewer, tha
fing sl assats that ara wrtten off coukd sHl be subjest 10 anfarcement eebyibas in
order b comply with the Group's precedures for receveny ol amaunls due.
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Qfzating Finanglal 'neliumen|s

Fananoial a=saeks acd lQbilitas are offsel and he nel amown: & repated in the
consoldaled skalemesis of fingrca, paston it and oaly o, there iz 3 eurrenty
enlarceabkd nght to ofsel the racognized smowte and lhes & iflenban b teblle oA
a rel basis, or 1o rea'ce the assat and sette the liabisy ermlaneoush, Ths is oo
geneally IMe case with maslar aeting sgresmerds, amd 1he relnted assets and
liabTties aro presantad gross in the congahdated skadementt of faanca pesition,

Zpara Parls apd Supphes

Eparc parts and suppiies are valued &% the ‘taser gf cosk and nel -aalizabe valua
Cost inchudes ell costs attnbutabde 10 Acquisilon and is delormired psing tha first-ing
first-cut methed for spare pans and supptes. Met reanzetla wele | the cumant
replacament coat for spare parts and supplies, Tha camying amoun: o ssare pars
amd supgdies is reviesssd {11 each reparfing dabe 1o malfect the aoourale valushon v
ihe consobdazed findndal stalemenls. Spare pals snd suplas entfied o ba
absohebe BT wiualb ire weiltan-off and charpmd as expens:e for the pened.

Fropery and equpmant ara atated at ooak, encludng the mss of degooediog
seovicing, less accumulalad gepracanen, aronlizaban ard any irspaiamen in vl
Such cosl inchedas the coat of rapeacing pat of such peapety and equipinerd whes
thal et is incumcs if it is probatde thal the dulune ecanormic Beneiss Soseainied witd
tha experditiee will #aw to e Groee.

Whan maged repaira 8od mainlesinge e perfsomed it cost s recogrized in b
CErying afmown: all tha piaperhy and eguipment as a replacament {2 is preteable that
the fulure ecanomes beoesls dssccatied wih lho gapanditurg will Bos 1o tree Group

Deprecialian and amdetizilion are compuied wsing The sbraigt-re metbiod over the
Fedlceaing cafiiabed copeful lives:

tharmibar af Yoz
| &ilary ezuipmen; 4 -10 of Llerm of 1he feaze
whishayer poricd 5 shorer
Leasehald improvemenis < ar bermm of 1he lease,
whisheser perod /2 sharer
Crfico cqu-pmen], fumaure ard Gadures d
Transporiatan equipment 4-5

The assels' residual vaiuas, weaful las a1d depracaton ard amertzalior meihods
aer e gad adjustad i apprepriate. Bl aach reportrg date, b ensure that ta
peood ard meihods of deprecieton 8nd Emodizaban are corssslent weh LA
ceposted patern of econom:s wanshita from semes al preperty and esupmenl

Fully fecracapied property ard equipment are retained in he aceauns unbl bey arg
Mz lomdar i LEE ard o hather Cecrematon s charged lo cunsnt operalians Aon e
of praperty and equipment is derctogrizod upen disposal o when no fulurd
BOnHTEG beaefila a-0 crpecied lom its use o disposal, Ary g or lass ansing on
ceresagriban gl the ket (ca'cuiased as tha difemance betwean the el dsposal
pracds and the camyng 2mount ef the aseat) & ngluded n prof 2 loss a0 tha
yedr lhe asset is deeecognized,
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Impzurrant of Maefingacnl Assats Frrluding Gooasl

The G-oup aseesses 3t each roporing dal whether there 5 ar ingication that
property and equparent and intangible assets walh pefinte useful life may be
impaired. H amy guch iedealion exisis and whea annual impaimman basting for 2p
d55e5 15 rcquared, tha Greup rmidkes gn pstiman of the azsat’s recovarabde arr'.-::uj.

An Bssel's recaverabie amaunt i the kgher of an saset's cashgenerabng unies 1a
balue s coMs b sel or s value n usa and « delermared Tar an wdividual )
unezs lhe 3% coes ngd genesale cash infows that are lamgely ndependen Elr
lhixge frown ciher assels or group ol asse1s. YWhare she cBrying amaoanl of an assal
erceeds ils recoyerabke amount the as8el = consadered croaired 4nd s wrilke
Savad 1A Mg oresoyerzbie amount In datermining faic valve less oasla by sell
appropriale vahaativn model i3 weed. These calcfaeons are earfoboraled b
walration mubipdes or ciner avealable Toir val ae wdicabies 0 aSsessing wilue i use,
1he cslimaled future cash flows e dizccanted Lo her present walue ysing a prela
dizzount el that reflects cunen! mimkel dssetsments of tka fime wadus of mon
and 1he risks £peaiic Lo the agsat, [mpa:aent esses are reeegnioed 0 profl o |

in 1he expence categary candsslent with Iba lncten of the impaired asset

An BssessTe 13 meda al each rgpiing dala as 10 whelhor there is amy indicas
[haY greviously recignized impairmen: Ksses may ro longer exst or may hay
decressed. A Zuth indigiien apisis. ke Group makcs an estmaio af racovaras
artgunl. A prévitarsly recognirod impaimmen koss is eeversed anby il tharg has ean
enarige in the exlimates used b delamine the gseal’s eacoyeate amoun] aince the
l2ar Impairmeenl s was eoegaized. N thal is the case, e camying senount of he
A%EM 1 increased Wilts recoverabls amount. That incres<ed amotnt carnol excesd
Pt tarrying amount that would have been delermincd, net of degpracsenon end
amorizahon. had no imearmen? 052 Been recogaized for the assel 0 pror years
Euwch roversal is regogrezed in grofis ar 10ss onleda e ases is carned 81 revalued
araund, :n which casa the reversal & reated 85 a revalualior, NGreasn.

Eusinces Combinghzng

Business comr bnabsns are accounied M teiryg Ihe aequisilion rethed . The cost of
an Acquisilan fs oseEsured as e aggregase of (e consideradion barsiberresd,
measuned ab acquisifion dabe Tair valug ard Bhe amegunt ol any fon |:-:_|-r|.1r|:|ling
inlerest I The aoGuiiee. For sach bosness combingban, e SGmoup mesasures B
nereceabtallick inlefgst in the zequires either al fair valie or a1 M0 proporbicnale
share of Ihe azquires's dentfizbie el asscls, Acqusdior-relaicd cosls incomed
Li=er "Cusls aed Expenses Arconnk in R corspidased stalemant of comprohensvg
ifcarme.

When ibt Group acqures & business, it 3ssesses the fina~eral as5ets Brd liabilites
assdmed 'or appropiate cdassiboalon ard designahn in accordance watho Lhs
ronbactual 1ams, coonomic crcumsiances ard petaent condtons 8a at g
atqumilion date,

If tha business comination 2 achigwad in $4aqes, M aoquinction dakg Tair value o
the acgurers previcusly hetd oquty inleesl in 2 dequired: is remedsored b D
valug 3t lhe adquidktiot &4%2 and any gain oo lgss is eempgnized in the consolidaley
com wehcnsivy incoma L is then considenad in 1he determination o goedaill,

Ay cardingen! consderation (o b2 Trarsfarred by 1he goquirer will be recognizad at
fair wvale= Al the acqiAstion dala. Subsecpent changos W tha fair value of he
conkrgent consdcraton which is deemed @ Be oan assct or Labihby, anll ba
recocrized in accomlance Wil PFRGS % in prof o Ioss 1 1he coplegen’
cangderatan it classifed as eqrdy. il showld nol B remeasired wesil iLs fnalky
seblisd within oguiby.
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exiiss ol fwg ool 2 the Business combonation over B Group™s inleres! n the ngl
Tair walup of the #oquiree's [dorbfiable asseds, wabilides and conbngerd hatdlibes
Subaequentty, qoodwill i5 measured 3% cost fess any accumulaled smpaiment o
valr Goodwil i revigwad for smpaumeant, at least anually of mare Fequerdy, b
ewems of Chamjas - circumstancas kdicate that the camying 8mounl mey be
impanod.

For the purpose of irnnpaimnent basling, gnededl jogaired in i bosieess combinatien
15, e bre acquitilion dale, allezivesd b each of lhe Gogup's cisk gongraling coeed,
ar grods of cash generalryy uniks thid are expided 1o bensf1 Fgm She syreagics ot
the comEindlion irespeclive of whsher ollber asseis or habildios of (e Groep e
assigned = those wrrid ar grogp of unas Each wnit or grzap of gnils o wdiich el
goodwill is so alipemed

m repaescnts the lewest leval witkom the Srorg at which 1he goodwill o monior
Ipe miemal managemarnit pLrooses; and

= j= nagt ramger than an opersling segmianl of determmrad & aces dancs wil
PFRE 8 Gpergling Sagamani.

|J'I"I|:lﬂ'iI'I"I'I.EI'It & delarmined tl:.l' J3LEs31] e recayerabie amownt of bne cas
generag Jrt o group of caih qenerzlirg Lals, Lo whesh the goodeall raletcd
Wiye Ehee peodyardnde amounl o e ssh ﬂEﬂEril‘lir'l-g unit or Rrsap o cas
Qencrabag wred 18 lasa than e carmand amauM, an impaimeant kss € recognized.
YWhere gocdeall foma pat of & cash gererabr ar: of gioup & cash ganeral
unils and fsart ol 1 aperak dres weller e it is et psed of, e ﬂ{rl'.'llﬂ'n'.'lll ass3ma
wh e pnEralian l\'L"'.‘.‘:|'.'I-I:IE'.-EIZ‘| of iy inelodad in eree IZEI'I"!.'iI'Ig amauant ot the ﬂl‘.}ETE‘IID
wihen irraning lhes ain gr [g5s an disoasal of opoiticn Gotdwil! dsposed o i
thiz cimarrgtanee is measuned based on Be aeldlee wioea al the operatio
dispased ¢ and 1he poctben gl he cash-geroraling unil eftxined  mpainment 03
wih respec] 10 qeedwill is nok reyersed

Wran Business combinabon involvas more than goe cxchange ransaclion (et s in
slagRs). Pach agchange Tansacken iz Faaved sapmrawcly by lhe Gooup, wsirg he
cost of Fansachen and faox vakwe infomaton a1 the datc of cach pachiinge
transactons, 10 datemnine the amourd o gooantl associated wiih that ransaction
any edjuskmen? te falr walwve relating Lo the prewisusy bcd intarast is 3 eowalualion
and 1% azcouried far 84 such.

Yihen dubsidianes are sald, lhe diference Bebween B sechrg grice erd he r-EII
aaseld phd poodwill is recogroied in proofitor loss

lireg I
The acquisitens af ren-czatrolling inberest ae accgunled [ @5 BEansactons @i
arats 0 thair capachy as owners and thep'ere no goadeall s oesogniced as
resid of such vansactions  Any difemnoe Bareien the paichage pnoe &nd e n
aseats af acquired anbty is racegnizad o aquity. The akusiments 1o nof-conircel
wcresis am0 bascd on B proeporicngt® amaunt o 1ha nak zssers of e sebadian.,

Tranzachaons thal result o crranges In oweersh g Inergsls whik rataineg ronirol &
accaunied For as e raackons with equity nolders a1 their capacthy g5 equity haldizr
Mo gen of losE on such charges 15 mcognized nopredit or 1055 nsload, ol
r-a-;-l:rgnizc-d in ::qui':':,l Alsn ng change in the camyng empeals ol assels fincludi
goodwill) ar ligkeies 15 recogmzed a5 3 reswl of such transachan:s



LTI
Frawslans are ecegnized when the Cooup has a present chlgation [awgal = 3
constuctive} 0% 3 reses of 3 past evend; o s prebabhe (Rl @n dufiow of resource
HTIBCA ying #oonomic bergits will Ba retmnred to sedl= Ihe sbligaljion; and a rEIiab.‘-E
azlimate ¢an bo mada of the amount of ha siigalian. IF o et of She Tme valuk
ol rghny is matesal, provisons are determined by dscponing the espacies fuk
cath lows 38 3 pretas rabe thad refllects current srankel assossment af tha lime walu
of money and thosa risks apeciie 1o the liabody, Whene disgeunbing is wsed.
incdsase in tho provison dus o the pasdeqe of fime is recegnized as a Bance cosl
Provissons ara feviewad 8° each reparting dide and adusted to reflect e cune
bas1 aslimate.

-apital Slock

*_chrnmnn S0k are Fadsilicd as ity Incremontal oosis diracily atnbulabke ta ih
132uAMGe & comimion slocks are recognEed as daducton from equity, net af any ta
pffects.

Treasury Slock

When tapilal steck recognizad B oquily & replachased, fhe amowmt af 1h
considoralion pakd. whoh secludes dmaaly attibubolds cosla nol of any e efecls,
Tetpgnired a5 A foduchon fom oquity. Repurchaszed shargs are classifed a
wreasury stk When the treasuny siock are seld ar reitsued subsequenty, th
ampyal ecoived s recopmzed 33 8 efeade o equity and e aesulbng mrplus i
receqnized @ additienal paid n capdal (AFIC), while the resuling defic] s applied
Againss the APIC Braing from e isduanee of reasury slogk. Any remaining deficit i
applicd agairsl eeta ed ear My L.

Shosk Diedend Oisiributable
Common stosk Sveend diglibutaklo 5 chissdied o= ety This Acznunt reprnsenls
sl diederdd declaied by e COD But not ye? disinbsed 10 Group's. 5okt e

Farvape [desene
Fa:i walut fusefve sepresends The cumulaliyve change in tha {air valee of insestmen;
in slockd wilil they A Jerocegnizcd Mowemeais in ha rasansg ana sat oes in 2y
ozl ikated shabements of thangas ir eguay.

L

Reartsied Fimings

The aman] included in reainad sarmngs ircludes preat ahRtutatia o tha Group'
stockhaldars and meduced by divedends. Darfends are recigrized =5 a lishty an
gedipcted Trom squdy when they 8r daclared. Intenm divdenca &re dedodied FMam
equity when ey ae pasf. FRelalned samirgs are apypdoprated for the ecsl of
tradsury Bhack sRquined. When he apeeaprialion i fo koges needed | il & cewersed
Dividends for tha year hat are approwved ated the repedtny date are dealt with &as &
ewent aler ihe reporling dale. Retuined earnirgs may alsn indude effecl of chianges
in aczountireg poicy a5 May be required by the standards ransenal peavisicns

Dparating Segn:énts

A pperafng stgreint is 3 compancnt of e Gegup thal engagas in Dusirkcss
activilies fom which it may sarn revenues and INCUF oagensas, INEluding resemuos
ad expentss [hat ielaio 10 ansactiors wilh any of tho Group's oher comporenta,
All aperatng segmcnls’ operalting rasudlts awe rewiewed regulely by the Group's
Presidem lg make decizions about rasourcas to be aiceglod 1o 1 segmond ared
REEAES 5 prrommance. ard for whick discrete financial Ifomabon |5 availabe,

Tha Group's pperaling husinessas ang organized and managed seaarabaty secard rg
o Ihe nalurg of e products ardd scrdces progidcd, wilh each segmant ropresenk rg
A diraleqic Bbukivcts unil (kg1 effers difereat prod acls
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Sepmant Ascels and Lisbddies. Segmen] asscls include all aperatng assels usad by
8 eIt and congid? prietipaly of cpemiting cash, rada and ather seoewatios and
proscrty and equipmesd. Seqrmerd lidbdites indude all aperatag liabilibas and
cansisl pncically af trade and olfer eorreart 2abilives Seqment asscks and Labilitices
oo netlincude defesed incouae Taxes, iavesiments and advances, and bamowings.

mfar-sageent Trwsaciins, Segment revenue, sagment aapenses and sagmeri
perfomence intlude rarshers among busness segments. The iansfera, 1 any 3
gecounied P gl competifive marke? grces charges te wnafibated sustarers far
Kimiliar preducls, Such ransTers am elmineled in censalvdabon.

Ko incgme
Fgaipmes! Fenly! Reverya is recogrizad based on a percentage of gross salkes of
e lessme's anline cHery cparalans, B8 compuled by he lesses o aceonrdancs wilh
I agrasdmant, ar 3 fwed annea” rental per berraal o cormircid oporabor,
whichdregr is higher. Mirsmum lease payment fom b Tied aanud fenlal s
racagnizcs ¢ a slraght ine basg and any eXceat of [he pereentape o 4eas aales
in caningenl rant recogmized 1w lhe pe sod eamed.

Aavend fom Cortlrgs!s with Cuslomers. This Gicsip Mpoegnires meenucfincon
witan 1 ransfers conknal wer 8 e or Saevcs. Remngeincomo s nxsisared 3k 2k
transaclion price which the =rliby cxpecls b3 bo gnled in En;l;hamga- far 3 qood o
serdce. Imormaten cbad the nateee and iming of the saisfaction of pofommans
obégadions, sigrdicant paymment eens and recegitinn porcics follower

CORmSsnn Al Ssbaficel Indsgid Rewenpis fivm be psiibgdion of algieey
eoweipdafakes  and scrabzh lickels 1o cuslomers. includawy retailers and  sub
disbilubars, represenling the Group's shan from the s3les, ara recogneed wpo
dilvery of the Pokets o Mo cuslomars. Raverva is computed bascd or th
prrcerdage of instant Iottary swaepstakes and scradcin 1L lickats 1o acoorgansa wi
e agreemiznl

-

Litansa Fea Iorgma, Incomi is racognzed 2t tha paint in bme a% which tha licens
Irans7ers 1o the custzmar and whan tha cusiemer s akde 1o use and bore’t from th
liccnsa, The ganse fee is measdmed at the ransacian price, adusted for lha effech
of 8 sigreicant financag componreni Lo an Bmaant ek eeflecls the casn salling pace
whien the doense trentered o Eve cuslare.

Sennca irooiie. Revenwa 15 recognized when e senrvices b e ousiomer s
pEroRTed. Semtes meama canssl of fees earned by TGTI Services 1N, n providing
repats and maintenance services o Hapid Bingse equipnent of AR Lesur
Ezponent Inc.

Ter

fafmmsl lopome is eoognjzed gz lhe inierest accrues, 1aking ofn accounl b
efeclive yiedd on Ehe assel

Seidnds. Income is recognirpd whon e Groap's nghl 10 recrive payment @
talatlished.

Qlher ncevms. Inpoms is reccgnzed When eamad.

Cosls 310 Expenzes
Cosls and expgenses are recognized when incared ard are repoded ino ihe
consodldaicd slaterments of IRSOomE = tha penods 10 wiich ey relale,

1Lr

-13 -



Expenscs are alea recopnized in the consotidated gtalemenls of incone when b
goorease in lulure esenarres banefit relalod Lo B fecredse o an agsoh or q
increase in a hablity ean B measured relizaly has 89580 Expenses are r::ngnizcﬁ
in tha corsolidaled statements of wcoma on Ba basw of a dired, asseclatio
takween coBis incumed and the eamings of speafic fems of nogrrd: an th basis df
sy=lamelc and rational allecabon proceduses when econemi'e breits ane papec
1o ance ovar several accovnling pangds and the associaban can only b browdy o
mdirgclly delemined; or immadialaly when 8n expendilore produces np Begrg
echomie Benefdd of when, and 10 1the extenl thal icdury ecgnpmic tenefis do aot
qualty ar fense 1o quality, fer racegqaiban i the cansolidated sEwemants af fnanciar
pOREA B35 D 255

-

L arers;

The determinzhon of whether an srangernent is or contaies a lease is hazad oo the
substince of the arragement at inceplion da'e ol whoiher e fufilmen of the
arangement & depanrdont an e wEe of O spociSe assat of assois Brel the
giranemEnt canweys a fAghl 1o use bhe asscl. A massessment 1= mode ather

incopton of the [ease onbky ¥ ane ai the Tolkpwng applies:

a ‘hareis a charge in cantmiciyal ierms, other than a renewal of exlensica ai he
amargament;

L. a3 renawal opban is cxergsmd or oetenson granted, wnlegs the eerrl of he
renewal or extensn was indially sctaded in tha leaze ‘emm;

c. hera 13 a change !n the determinabon of whether olflirent is depondent on 3
ornetifed asget qr

d. lhere is & sabstiartl change ko tha asse.

Whore & ceasSessment 1 MadE, [Base aCoauningg 3Tall corveriroe ar oy hom
Ihe difle when the change =n cfcUmaE-ced gave rse o [ reasscssmant tor
soenanps 3. L oerd at he date of renewal of exlensizn period Tor sornanp b,

As o Lessor  Loasas whene tha Group dogs nol Iransfer substaataily 50 O nsks
ar] rewmrds of owrarskip of 1he asset are clusars=l @5 operabng leases, Penta
income iz racegnizad on @ straiph! e Lasis aver the fom of e Ipaso, nikal direst
€55 InoLTad in negoliabng an cperaling kuase e edded Lo the camying amount of
ihe lesscd asset and recofniced aaer thi: keass larm on 1ho =ame kases Bs rantal
acome. Conllngen rents are recognized s myenes n the pedod in wha they 8rg
earned.

Az & Laszee. France leazes, which tmnster o 1he Graup subslanbally all he riskg
and rewards itcidermal o owrearshe of She leased bern, are capiluliced a1 e
ncephan of the leaze 21 the Tair valuo of tha leased peaperty o, if leasr, 32 I
present wilug of the minimum kease paymenis. Loade paymenls ag appodicnsd
behseen te finance charges and reductian af 1ho lezse lisbilily %0 35 o achicye
egnplar] mbe of intarest on the remasnrg baaace al be 2aklity. Finanoe chargrs
arp recagnized in proft or logs,

Operating 'easa paymenls 8re freceqrized &% sxpense in peofit ar loss on a slraighd

line Basis over the leasa tarm of baged on e lerm of the loase agresmends. a4
app cabla.
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Shpn-term Employes Benélly

Shor-term emplkagee benelits are cxpensed as the aolated sorvice 5 provided
labety iz tecsgnized ‘of lhe amqunt reprcied t Ba pais ¢ ge Company has
presen, kgal o censteuzlive ohigatien o pay thes amount 35 3 result of pasd saoece
profvided By IRe e aloyikis ard (e obligation can Ba astmaied reliabiy.

FReEiemenl Cosk
The Pamnt LCompary, LCC gred TGT have norcenirsedony defned pansfes
felifeirignt plans cowening substantally @l of t= qualrfod ampeyeea.

The Group's defred borefizs obligabon 15 ca¥adated by esbmatedy e gmouat o
Tulura Banefit thal empovess havwe earred 0 deldm fe e Sernse in e SUren
and prior poods, Seecounbng et amaund and dedoezaeg the Fair valoe ol any pla
assats,

Tho ca'ow'atan of defined Leas5l3 chligafion s performed anmgally by o gualiied
aduary using line propgcbd onil credt method When e caloplptien resutks in
patealal assat for the (Sroap, the esogoed anse| is miled o lhe presers vl o
econsrms benehld awiilaby: in o fom of rejpcians in Moo contnkutans g 1h
plan.

Ferneatirmmenls of tho rel dafnad benefits obf galion or asset, whch comprss
atfuanal gains and logses, the relum on plan asssls (axchuding inlaresl) ard 1he
eFNet of the siwme] cesling (eecldng interasl), i erw, are recsga:zed immCatey in
affrer cempmehensive incame. Tha Group determings tha met intedes] axpence of
incoerw: gn the nek defired canafl oblygation or ssset far the paricd by appiyirg the
discount Ebg used Mo measure the deiined beaeht cidigaton at dhe by naung af 1he
annual poned b the then-net def ned berefil abligaban oF B3aed, faking nbe soeound
any chanpes 1 the naot defired benefil obligation of @3 dofirg e period axs &
result of contpbubens Bnd Benefit paymends. Mer ntesest axpense and oler
Depansos related to defined benefit plans ara recograzed ‘o pralfl of less

YWhan the Borefits of 3 pran are changed, o when & pli & curtaiked | Ihe resolling
changa in beneht thal refabes o past sendze oo Ike gain or loss on cefwmen? i
recognees irnediabel’y in profi or less The Gucup mopgniced gaing Anc lossess o
ne seft=menl & 8 Zefesd Bang mtingraen; planwhen the selllement poours

Eotoanal waldalions are madn wilh sulfcienl eguariy s that tha amoune
reccr2ed i B conbsolizintisd inancial stalomants da nol difer materalty from b
aruntd Thal woald be: detrcmirgd al roporting data.

Forgign Cumpney Tnsaclipns

Tranzadtians danominaiad in fofergn cumency 8re recoided In Pribpaine posa by
ApEfying 10 the fareign coeTency anwant e exenanes fabe bebwesn e Fhaaping
pos0 arid the forgign cumeacy at the date of tangactan. Moreizrp agseds ane
Lgod:bee danoemingted a1 forelgn correncles arg restaled uang e eleding exchangs
(a0 at regoring dele. Al eschamge rate diferencat includedy Mose arigng ban'
frapalabon ar sedtertent ol monelany ilems af rales 4 Heren; rom those alwtech hey
werg Indialy estided are recognized in slalemant of comprghansiees ngomse in the
Year sk dAlerences a:ise

Taxas

Corverd Tax, Gunenb fax a%sobs and Kakilioes Tor the cumgnt ard prigr yoaes amg
meaddrad 3 the anour! expeched 1o Be secovensd figm or paid o the Laxdior
ﬂull'll'.'lf.lT!.'. The lax ralos amnd bk Lrass wsed S I;I:Irnpl,.lllz rthe dmean| See {htcke [hat ara
enacled ar sab3taitively eracnd by theeond of 1y poning gido.
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Dulerer Tax Deferred 1ak s provided on 81 tempsrany difgrences af thee apoing
dala bebmesn fhe tax bases of assesls and liamkies and ther camying amowms for
fnancial reporlieg pirposes

Cefrreod tas ligkchlics ara rocagn:zed for all taxa bie iemporary differénoe s eadept.

& where ihe defamed 1ax llabiliy anses from Ha Inibal recogeiben of goodw or af
an as&el of hatuhty In a tansacten That 19 pat & besness combiration and atiho
brre of Ihe frnsaclion, #fects neither the accoienlicg incgme e axARYE incare
or loys: jingd

= in raspec] of tagable femparary dHerences assoclalod wels irvasiments i
gubgidiaries, asseciates and inlorosts in pHnt vanlures, whera the bming af th
reversal of tha lamporary difesences can be conbolied Bnd it i2 probable hat ke
born porary dilerences wll nol reverse in the faresesible ulure

Cefemred taw asuels woe recngnized lor 3ll deduchicla \emperany difarencss ard camy
lorwaid banchils of cowsed 1ax lossos - Mol Cparaling Loss Camy Sreer (MO LS00} and
MiniMmLm Corporate ingome t3x [BCI, 10 1he axiard that it is prebable hat futuee
lpaabie puaf] wil be availabke aga:ns! which deduclible benporary dilfefemtes tan b
ulilized guoep:

* where the defeired dax sassed relating 10 the deductiole femporary differercas
RIS o She inctinl etcoqniinn of an asse] ar lakbility inoa tra reaohoo that w5 e
a bugiresd owntbingben gnd, at tha Gme of e rercection, affecis e 1hi
gzeaunlirg intome nagr tasabla incamar or less, and

* inorespeg] af deductibie lemporary diierenrses assecinied wilh inyestmenis
subgidaras, azsaciales and nferesia in joid veniures, doferred tax asse’s ano
necognizad anly 1o B exdent il M is prebablo that the lamporery differences. w|i
revars In e forcsesable dace and daxable orofit wel be avaratie agan
whh te deducbble isnporany 4 ferences can be wilized.

The carrying amobnt al delirrod Lax 355605 is reviewsd 81 each reperting date ard
reduced 1a tha gaieay [hat d iz re lenger prebable thal suoifser himble none |
Ee awilable 0 ziow &Il of pan af e defered lax gsscls b ba ute
Uregocgnized gdefered tax assels are eeassessod al cach reponng dala ans a
recogmzad 10 1ha axlent 1hal i1 by becgrms probakya [at futera taxase nesre w i
Allowr the peferned 122 assels bo be seciaad

Crafermed 1ax azaets asd linbdilics are moasuned &1 tha *ax fabes thet are expecied
BPPR 1 1ha year when the asset 6 realized or ke habXsy is sglthxd. bases on
rales il lax Lwws fhal have been enacted o substaniwey cracied by the end of
repeating Jate. Defered daw asseqs aad liabillies ara offsat, 0 a egally enfercea
rghl Gxists o pifsel currend lax assels aganas currend 1ax lebdlies and e dofem
Twes relale [ he Sorrée laxatie onlity ard the sama baxalan sutharty.

In getermireng e mnour] of curnent and defered tax, 1he Gioup Bkes inle accaunl
re imnpdd of uncerain tax posibane 2nd whethes addilional t2xes and interes

L2 due The Group bolieves lnad ds aceuals Far s liakéidliies are adaquate for Al
<oen fax yoars basad on 12 assessawent of many factors, nduding miempralaban
13 laws and pror exgerience. This assassment ralies on estimeles 2rd assumplions
and may iryohle & zamnes of aedgrients ad=uab fdure eycnls, Mew w'ormabon may
Becorme awalablo thal causes he Group to charge its judgmen! ragarcesg e
Blequacy of ewesling tay habihbes; such changea la tae liabddies waill mpes ta
expefide in lhe porcd that such a detereasbon s rrdd.
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Crozren tax arnd defermed ‘ax are recogreed n slslamant af comprabensve ircams
owcep b lhe axdenl hat i relades 40 4 bosiness combiation o fems racoqniped
direcfy in eqaity or o glher comprehirdgivg i cgn'

Valpr-adomd Tox (W4Tl Royense, oxpenses and assels aro ocogaized res af the
amaurl & VAT excest:

= Nnere e WAT incamed o0 e purchEge of an asset of sensta s not
recoverdtle Frisom Ihe b anlbmity, 1w which case e VAT is iecodieced a5 pant
af the 2oy A 2051 ekilion of (g szl ar pand of the oepease iwm a5 apclicabds,
are]

»  Recenmbes and payables that are =1ated with the smoun of VAT includad,

BasicTulried Eamirgg Per Shane [FPS)

Bagic =% is wompuled by dividing fhe net incomes for tha pericd alnbcabie ©
equty Pdes &F the Porent Campany by the weighted-avarage numgar of issuwe
andd antstinding £ommen sharcs durm Lhe paricd

LT

For |he purpesy 0 compuiing @iuted ERPS 1he net ineome for the genced abrautabl
1o equity hokdors of the Harerd Company and tne weipghled-dderage numeer
isz1ad and owrstarding eomiman shares are adpoated fof the efects of all palenti
Dilviive ingtaments,

-t

Rel Fa-
Relaled pafy reldhonship exizls when one party has tha abity o contred, diaclly gr
vedircctly, lhropgh one or mans intamadianes, tha other party or exercise 2gnifcarn
wnflugncg owar Tho ather garty ¢ making haancial and opesating decisions Such
elationship k50 adsls befywcen atdior amang entfios whicl we goder Sonrmaep
m:-nlrnl_'.iﬂih he repsrbng enbyprisqe, ar bchsaen and'or amang {2 mpu:lrting
entemnsa Bnd bs kKey managomoenl personnel, dineciors. 8- g5 slockboddors, 10
corfiderng each posyible relalod pasty relationsk:p, atlantan is crocied o by
subslance ol ke relalisnship, ard nat maraly the h:-gal [orm.

Hdingenries

Condingenl habiliies are nol recognized In the consosdated Timaal sktrmenty
They are disclz&£ed in the notes f the cangsalidiied lnancial statements unkess he
pos£ By of AN cubllow of ressurces emboitving economes berafs is remate, A
corbirgenl asset i3 ool riogrized in the corschdated financal stalemends but
didchrzed in 1ha noles o the consolidaied finarcigl slabements when an infaw of
e Lerefils is probable.

Fvpnls Aftar the Reporhng Cate

Post wear-end events Ihat provido adedional informabon eboul e Group's
cansclidaied financial pasitioe at 1hg repoing data (ad Lsing eweats) are raflacted (1
e contodidabed Figingal stalamards. Post year-end events thal are ned adusbng
gvenl: ar¢ dikclnsed in lhe robes to t1a Consoldated finamcial atatermarts when
raterial,
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3. Eignificant Accaunting Ed'gmcnl:-. Eatimztes and Asgumptions

Tha preparabon, et ‘M Group s consolisated finanoal staterremss in apoordarce woih
PFRS raqu res ryanagemer to mase prdgments, eslivstes and assumgtians ghae
affect the apphcalion of accawnteng poames and De amounis of 3ssels, Fabities
income and erponses roported no the tonspligalea finencial statements a1 thp
repartely dale, Howewor, unsertanty abaut |hese juggments, estmales and
assumplons cowd resdlt in an oulcgme that could reguire a material sdpsioen o
e Earrnag amaunt a1 the atfacled as=sed or liablity in he e,

Judgments ard aslinales arg conbnuely evaluated and a2re bascd on usterical
ergancnce and oiher fEctors. ncludng expectitions of fulure everds Lha' are
beleved o by reasorabie under the orcumslannes, Ravsons are recogneed o lhi:
pened in which the judgments and esbmates ane rovised and noany ol pesxsd
affesled

Jugiynenly

In ttw peacess of Beplying the Groups atotunling polcies, maragement has made
“he woilewing pedamonly apart from lhose evshorg siimatons, whsh have the moa:
signficant etfoct on the amounts seceanleed in e consalidated Eraneal afatrenes

Leasag. The ewaluatzn of whelher an acangemeonl containg @ lezse is bessd on df
SuBElance. An arrargoment i, o conbeas a lease when dho Tulfilmer) @l thg
BITERgen¥n: dopcads on & SpoShe 2550t or 3558te and He arrergemant corveys 3
] 11 tn s The asset

Croraiing Lagze - A% ol ossor 800 A% & (osse

Thr Group orierad ife wirous lagse agreement is o kessoe for relall oullels olfes
ZRAL0E A warehausos and as a lesaor 197 sume labery eggrrent. A [Re lagscn,
the Crowp detedrnized that the fessar retaas ol signdcard meks and ressrds o
DWIIrER D of The assis. A ‘he lessor the Groug deferminesd Cat it osetaog
subslanhally all tho rizks and asasids af ownoestup 3 the equipmeont Taerolare 1he
eases air dassfied as oparaling lease (Mases 2 and 149).

Fiildnra [oasa - Az 8 L og iy

The (Srgq e also enlered intz varows [Ease agreemenls a5 8 .ossee for game ko
equipmaent.  The Gropp deiormines a4 ez substanta™y alt the risks
rewards incwent] e awnesship of 1he equipnent Therefore ke kasis am
classitied 35 fance le3se

The carrying amour! ol lokery eguoment under finanoe |gase  amanshed 1y
F30.9 millign ard F123.7 roaon a5 3% DeceTber 31, 3078 and 20T, regsustiraety
[Mabe 150y,

Cvalualing Havarap Bocogridon, oot Tome and Exisfence of Sepaitaza
Fimancimg Cowmponant

Aavdnig Mrcegnition

Managemiont delomines thal ho Sroup's ncensing o 55 distmet brancs a-d

tradernaks provides a righl 1n use intellectual praperhy a5 1 cuists at B gainl o lima

at which [(a licenze = gramed becausa thers 5 oo impiict or Implicd cMigatsa 1

urderiake achvites denng the Soense peaod



Conires] Tarm

Managemenl delermingd {hat the license granted pravides the llcarsee a valylb
righl becacee i| enables b tag 010 the axcling Inatand seraleh Beket cuslomers *h
patranize Fee Group s dishne] brard ard rademerks. Tha eusience ol suth valuak
nght ig eangkderd 3 substantiva cenalty for the litdansee 1o iorminate the Ezan
agreemnt given that it is costy b rebeard ard alse to devescp ard marked n

ingta af semteh tokal desnnatvariangs

Management datein ned thas a sigmficant finenang eompenenl exisls o 1he Yoon

agrocren] betdute the liconse pedod is g lem acd the fixed considcration
payacle ot 3 period Sme. The finarcing comparént is recogn'zed as inleresj
INCarwe when [he licensen pays In arears.

Frlimalgs gnd Azgumplians
The key eshimaias and BssumMiony: used in the consoldaled fnanoal stafemenls
are bazed Uppn managerient’s mea uaton of refevant facks and firtumsiaeces Erf;r[
Ihe: datz af the congoldated financiyl slalemenls Actual resuds codd differ

suck estmates.

Allawarcs for Imppicmonl Losses an Tt ond Oiher Recaivaties. The Grog
mainlaing allewance for impaintien? losses an rade and olher receivables al = lg
considered adaguale ta pravsde Far polenial urcolleshbla receivabbss The leyel o
Ihis alowdnca &5 evalualed by t ciivcagemeed an the bazis of flars that gltect the
coleclibilty of the actounls. These factors :nckade, bld nat limiled o, the ago ml
slakis of racervatha, e length of salabanzhip wih the custamens, the custamars
paymeat behevier and kimem marked factors. The Group reweeas 1he allowanca on 3
conlinaaus baus,

Tna Graup uses fhe eupooled credit losses modot in estimabng the Sewsl ef
allot 2noe, 'which inclidos foracaais of folure mvenls and copdibans A ored foag iy
e differerce betenen tha cesh 1lows nar are die in aoccordance wilh the conlrac
ard the cash dows hat are expoctsl by bo oreceived discounted al flwe drigingl
effelive nberag rate. The raded roprosenis @ probabe’ ty-weightesd esomudo of sha
ditlerence peer he rersgining life of the rgcaivables. The matusy nf She Sraup's
receivabios m kesd than gne year so e Phebrve expesded credi lossas and e 13-
marh expected credd losses are similar, 1n addiion, managemes apsessad the
credd gy of Ihe resshaitidns a5 at the reparbng dabe 3y low, Iherefore the Group g
not have Lo Bssess whelher a sigrulicant Increasa in eredit sk has coourred.

Alivanie Tor impainment losses on fricde and giher receyvaipies Brmaunted b nil 3z
al December 31, 20789 and 2017, respestively. Trada ard oiher reocteables
amourbed 10 F235.1 millen and P503.3 million a5 at Secamber 31, 7018 and 2017,
respachely (Mate B,

Estmated Uaeful Lives of Preperty and Eqaisetsael. The useful 198 of each af 1he
Geooup's progerty and equipment & eshrated based an Ma peiod oves wh eh the
BE30T v expecied o DA avaitable for use Such estmation is based an 3 caliGhve
afsesamend of iNSEelny praches 2jereal echnical cvalugten and expeiemte wok
similar 3szeds Tne estimated useht ifa of cach assek 13 revsesest pivaodicalty ara
updated f expeclabons sor from grawaus estimates due fo physical wear and taar.
wehnical or commercial ghsoloscence and legal or olher limes on lho wse of the
Assat 11 k2 poasibhe, Pewwevor, that futwe fingtoaal pedeormanes could be matmialby
aticcied Dy changes i the diaounts angd liming of recorded expencas brought abgut
by chanqos in (he fackars nertioned above. A raduchon o e estinaled uselul e
of any proparty and equ sment would :ngrgasa 1he recarded operabay expenses and
defroasa noncument aasets,
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Tha camang emount of pregery and cqupmant 3= 8t Decembor 31, 2018 and 204
amauried 'o FE33.3 mikon and PA36E.0 milhan, respeclively fose 13

NTRREATIAP OF Mnn-fraacial Assars fescapl G| prd Dafered Tax Asaet 17514
required Huas an impacrment review be pedarmed on proparty and equipieenl an
when certain ampairmend Indicalors are present, Caterminesg Uwe ned resovasab!
Amoun: of proparty and Bquigment % roguires the estmation o Tulure ciash A
expecled 1o ba gansrated frarm e continaed use and oitmate gispasiion o
aasels or Jar value kess cosk g el whichawer © tugher. Wil it is belicwad 1ha b
Aassumptions used in the calimation of falr walpes refledsd o e consolda
fnancial slalements ase approfaate ard reascnable, siqrificant charged in he
ASELTPloNs Mmay matgrzily a¥ect the assessment of recaverabée arncwls an
ressuliing w1 sipsarenent koss,

Manegernent dssessod that 1here are ng impairment imhcakars wfecling the Group:
Froparty avd cqiepment and celeired Bk assels &5 81 December 51, 2018 and 2097

fmpairmen] of Goodwir. The Groap deicemines whalher goedwl is impzired st lead
arnuily. This requires the gstmation of the wale in Gse of the cash-genetatnp unils
b which The goodwill is al'ocaton. Estmetg valuo in Uss IEQUIEES Manayemnent oG
ke g0 gstimate of ke ¢xpecicd flure 2agh News Srom the sash-generateg urils
Aard |0 chaase 8 suftabic discour rale Lo cabulala the gresent walue of thoss cash
Mhyes.

Maragernent considerad fhe efect of the recan changa in FRIG exclucivicy
amangemerd wilh A5 princpal i psbmaling the expocled cash fAows as &
Decamber 31, 2018, Ihe koy assumplions uzed i lhe impairmant feat ol gaacheil
ara discusand in Nete 13 ba the ennseidated financlal stdmments.

Impdirmens 1asg on geadwill amauntad o d5110.9 miliign A 2HE and nd in 2037 ard
€018 The carmyng &maun of gocdw® Bhmourded 1o P17.0 melon and 3578 © milken
as 2, Cacember 312010 and 204 7, respechively (Mate 13

Acguimlicn Aceounfing. The Group aececrls Por Bcqueed Lam-nsses usag the
agglastion malked af acoounling which requirgs that ke assels acquired and g
liabiliies azaumed be racognied At the gata of acquisiion based on ther respoctun
& valuss

The applicalion of ihe acquisiton melhed requicos cerdain eshrales  and
BEdurrgtions especially concoming tha detsmuaation of the fair vakes of ucguired
IMagddes aasets and propory ad equprment a5 wel as babililies dssumod al the
Soquzilign data, Maresover, the usaful Ives of the gogquired intarigibeve Assats g
Fropory and equiprienl hawe te be delermined. Accondingly, for sigrfrzan|
ARQUIEAIONE, the Group oitend sutistanog Tom valuation seealists. fhe valaliond
are based & nfoemation availabl o8 the acoLsban dale

fatimma! Cost The preseal vaiue of ta fefred benolt obligabon doperds on 3
number of faziors ika: are deicmmned an an actwanal basie LEiy @ mUmDGr g
BEAUm plipns, The Bafuenplions used in delermmag te med 2as] far retireman
inzlude e discoLnt rales and rale of fulure &'sny increase.
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The Sroup daberniras the apprapnels decount rate 3l 1he end of cach year This i$
the mierest rale that 15 wsed to determine e presant valua of estimated Bfue cazh
putflows expected 10 be required be etk the deflined benedit ablipafion In
detemrminyg e appdontale disceiant rate, e Group congiders ihe interest rates on
gawemment bands thal ase devrarsinaled o Ie curmensy in wieh Iha BordHs wall e
paid, amd IRQE havg s 1o Mty appebkimatng lbo termys of 1w refakag
rtigrnent liabiliby, Chber key assamplions or relirement liabiliby 3¢ haged i pan &0
cunen] markgl poadiians

Whike it i5 birewed that the Group's assumphans are reasanable and appeopriald.
sigr-fican| diffgrences in acfual cxprdaanco or sgaifeanl Changes in assUMMHKING
may mataraly affecl the Sroup's retirerment liabddty. The presem valve of defined
Barafl obl gatsn mmeanted to PT2.8 mnllkon 814 FBA.2 aillion aa al Desemder 31,
2UNH ardd 201 T, respectaely (fole 210,

I

Ezhimatem) the Transastion Proe of lncomse ivm Brings and Tridemmks Liocms
Agraditant

The Greap adjuss i presmesed amounl af cansideralion for tha ome valeg of moeaa

s edliridle [he frangacticn prica ir 3 contract. In makg ne asseasment, 1he Grou

conseer b fodlow ng faators

T o

combinged afacs ol ihe expected lengty af brve al e ool
paymmaznt 1arms af the cantract; and
*  prevailng inlerest rate in e relevant markc.

Tha dizcount rele ugad n detemiining he inanting compenent af 1o iecomo o
tha Group's heends ageement is G Y% This represems tha risk-frea vtedest rate 13
e payment period Hus dglimated credd spread. Tha Snancirg compenand deducted
fromiy e Boenas fest income amownied 10 P3E.5 midkan In 2018, Tha acenelsd m1e-re-f|t
incartke Brugurled 1o P12 G milhon ghate 200,

-

Aoanzabdy of Cafamed Tax Axieds, The carryiog amgunt of cafames? 1ax assals iE
revieed at sach reporing dale and recuond be the asenl ikat 1 s na lorgear
protable that sulFSent Lhgabla prof weil b availabe b alow ak or part af the
detarred 1ax assels lo bo ufilipod Maranement egpecls future aperabona wil
Qeneratt suftdinnl |axable incoma that will lloer 81 ar grart af B debernesd lax assek
10 e utiEsed

Dirlerred fx assels (liakilliazs] - net amovated 1o [F37.3 milisn) ard P15 4 millipn ak
2, Orcombar 31, 2042 Brdd 2017 respeclvely {Mole 18]

Canfageaces. The Grup corenly his wesrmt 18x essessments, legal and
admnistrelve clarms. The Growp's estimaio of the probabla costs for e resoluban
¢! 1hapa asaessnts ard Cadms has bean devalopes 1y consuafioss wiilt e-houss
a5 well &e oubcle 2aal counsels handling 1tha proszcuticn and Jefense of fhese
reatlers and 5 based on an analyss of patenbal resulls. The Groop surmentty docs
nat betewd that thosa tas assessments, 208 and adminisyalivo claims vl have g
maierial adversa effect on ks corsobkdaled financial pesiion and censalidaled
fnangal perfarmere. I e sassibhs, hawewer, Ihat [uune faamcal peformence cold
bo matarally aYfected by changes in e eslimales or in the cfioctveress of
slralagies re.gung o thise peopeedings Mo acouals wene mase o eelabon ko theas
Procaedon]s.




Tha main inse in lho casa bolorc the RTC-Makal inyolwes Ihe i by G300t
she 2012 ELA corferred on d the axclusive tight 1o instail ar cperake equarienl |
ool ng lottery cparabons .1 Luzan. On Sooiombor &, 2012, 3 WWm of Prokming
tnjuncthan [Injunclicny was ss0ed by Branch 142 af tha Regioral Trial Lot df
Makati. The Injunclion cedars PCS0 10 refrain fiem 1] implemanling, cnfrcing
EXBICISH 3ny nght aneirg from tha 2012 ELA bedewcon e Pacilc Onlira and PL

2] ardering PCS0 tp refrain fram alleewirg Facific Online, or amy third party, 1o nst
ar opeerabe any equipmend, sampier or lemming rekabng te anhita lotkeny aperatan
in Luzen ead J) carenithng &ny act hat in any way violaee or alhersdes aertens
wilhl *he ELA bebdnsen PGMS and PCS0. Pigific Dnline filed & ¢tde with @
Supreme Caud o no By lhe Injuntlion. PCS0 alse Ged 2 cose with e Soarl df
Sppeals thewise quedlimeag the Bnoegtion On Jub 17 20013 1he Supreme Cau
decifaed IRat ther ==e brogghl by Pacfic Onbop be oconsglidated wilh dbe 233
Bebeeen PEME and PCED in b Lourd of Appeals, 1higs makicg the Pachs Onliae
party bz e case belora the Sourl af &ppeals

a3

—

Meanwhila, PGMC and PCSO entered irlo an Intedm Setiemert wherely tha

agraed, among cthers, bt malntain the skalus owa insofar as Hwe bEmingta Ellrem:lt:
inzialled \ Luzen by Feclie Salne are concemed Inike same Intenm Settemen.
PGME ard [F5ED alse apreed b gubmic 2o achitrabon before the Inlermaksnal Couft
of Briatration {I0A the gaue of he alleged exclosivity con'eres by te ELS ¢
PEMC for enline k4o apedtions o Luzan Pagfic Qoine Iricd 13 join {he arbyroviog
but its Fequest Fr Aazitrabon daned May 12, 2014 was denied Sy She 154 o0 Juby 17]I
2014, due b PLECY= gppasilion. A0 Lrgent Molion w2 reselve was Alcd By Pacil
Onling: with i Cour of Appaals o compel the court 10 is500 &n arder b PGAMC any
FCSO  ingigd: PisiRg Ov'ine in the negoslinns

L)

b LI

.

Cn Jwaary 280 2038, PCEQ fied 3 Merdostation with MWation 3o Dismiss daicf
Januany 12 2018 with RTC-Makah ="aling fat B presidirgg Judge acaroved 7950

and PCS0E Triaram Setener” daled Decirnbe: 11 2073 wherein il wes u.grDCfE
that the casa wil be archived perdg arbdiabon, PSS also averred Bhet, o

Dacember 11 2044, PGME and PRS0 execubesd & "Suzplaenienlal @and Satos Qo
AQMGETET wharain e parbes sgrsed o discniss all pending jodical ead o
Botiors Bataaen 1herm bu! shall esanfirue willh e arkibiatioc proghngs. Thuoe
purauant 1o 3aid aqreamzil, P50 wilhdres ils Peliticn far SGemarari o lhe Courd
APpea 5, Which wars toanted By artes of e Regselufon gated Masch 1, 206 PLS
alea praged] Far B dismissal of lhe RTS case. A his was oenied by the RTE
Maka'i after PG MG gpposed PCS0's modion b0 dxemiss,

I thye meantime, the Scad of Apoals regueed e packet 1o fRe their respech
Memaranda in the cass. On Seplember 13, 2017, Pacfic Online  filed
Memomandum. PCS0 apted not ba hla ils awn Memarancdun, Bul nanifested isle
that it was adoplng the Mermarandurn ol Famfe Qnlire.

On Jamuary B, 3014, Pagific Qaling's coensed received a Decision by the Ceurt df
Appadls daled December 17, 2018 dsmissng Pacfie Caline's Pattiza far Corbiorad,
At Fralkiblion. Pagfs Onling decsdad iy 1o MNgor  pLrsuo & Mayon M
Feccndderytion. Té o corfain oaxlonl. Tho Petilion sarved its purpoce as aftes t
same was fled, the RTC Makat: put on hald the hasty nplementban of the
imunglion, Subsequant avants nave rendered moat the issees n e cate At
Trom tha 1A arbiraban Zecigion, e FlA at istue in Ihe ose has alsg B
amenged and superseded thres, Resesbly, the ELAa & hoke POSC ard PGWC
wrrg exlenged far poe year slarlimg T Aogusl 200 pursyend b Boaid Resolitinh
229, Songs af 2018, which, In o, was isseed 10 grie PCED anough line b greparg
for he wequirsd public Biddirg Tor lotte aqu:pEmen? sLpoly. With 1his deselcgmant, the
adwerse effacl aganzl POSS - the reason tha® 1his case was rubated o e Rrat
place - is ne lengar aslandan.
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L=

Measummen! of Far valles. A numbar of tha Graup's accomtng oolicies an
disclasuwnes raquine e meadurament of far vaives, for both fnancial end a0
financial #:se1s gnd 1-3kilies.

The Sraup had an eclakd-shed oonirol EFarmewak wath rezpect te ibe measurement
fair valugs, The Thi! Finaree Qe JCFO) has co'erall redgangibnity for anerces
all aignifeant i value AEagumients, indadrmg Leved 5 fair vables, it gy, The CF
Iy g'ardy sviesrs sigRifeant unobsermble inpols and saluation adjusireents. q ek
party infomadion i u=ed 1o mejsure Tar values then e CRD asaecses I
cwidemin abtained 2 tupport the conclusion oAb Sech valeitions  mesat
reqi-raments of PFRS, wicluding 1he leval n the fair wa'ue hisrarchy in which sug
waluplions shoukd ba classifiad.

Tha Grouwp uses marde] pbservabla dala when meazrng he far valwa of an ass
of liaklby, Falr walues are calegoneed imo diferent lewets 1n a fe:r valua hierarch
bascd on tha Mpubs used in the w2 uaton 1echeguas [Mole db.

Il the inpuis used o Mmeasore the faie valee of dn a33et o & liabildy rlghd
caleqariced 1n dilfesenl lewels of lha [E@ic waloe weracchy, ien fee Fdir w870
reginsuremiznd i calegoiand in Bs entugly in lho some kel of gle Tain walu
hwsarchy a5 She fgwess] ol inpad that is significant 1o be enlire meascremanl. Th
rnglhods and assumplipns wsed [0 estmaie Ay walyes Tor financial assels A
Nailings are disousses in Nate 23

The fair wa'ua of Anancal 3ssats amounlesd 10 P1.T bition and P1.9 bikan as 4t
Ccomeer 31, 2018 ard 2017, respeciivety. Tha far value of financaZ liablib
amowated o 1¥2A6.F millian aad FE5004 millien a: at December 31, 2016 and 24017,
respechvely (Mabe 23)

B. Seqmient lafanmation

The prmzry segman reparting fermat is presemed based on buseess seqmenls
whith 1he Srowp's risks and rates of return arc afeclad gredom aanty by difercncal
in fhe products ard sernces provefed, The oparating businessas ara organoed a
mangged separalaly according o lho nalure of 1he preducks Bns seMnces prov-dad,
wilh each segmer! fepfesenting a strategic business umt thal offers different
products ard serves diferant makets.

The Group is cngaged in the bosesses of leasing loHery sepipmen o PGS

Ueaang act#ties) and sale Al lghoy Tickels e lohs, kg, Sweepsitakes and ingkig
Litkeds (distibulion and redail aqiviles). amerg olheess. Revengas gererated from
brasih] adtivities socourd for 75% T8 ard B4 9 |he Grooyp's rewsnues in 2014
2017 and 20106, respeddivey.

LT

L7

Parfemmance is magasured based an segment incaxme befora income 1ax, a5 includey
in 1ra niemal managemeni repors that @& redswed oy Ihe Group's Frasden|.
Lagmant net incama is used 10 meaddne pedarrancd a3 Managenenl belieyes thg
guch riormation i3 Ihe reasl relevanl in emlealicg e esols al cerain seqrenl
relabwe ko clher enlited Ihal opesade within hese induskries.

¥
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7. Cash

The Group has cash oo mand end 10 Banks andusling 9 PST1 2 mitan and
F447.1 million a5 al Dogomeer 5%, 2018 ard 2017, respecively (Mo 234

LCash m bangs eam nberest 2 dhe resseclive bark deposd® ratns alorast Do
ram £3sh in baars amounled la F1 5 macho: PO S mitgn and POAE mehea o 261
21T ard 2016, recpettroahy,

& Markolale Securbies

Thig acsounl conzisis mainty of inveatTenls in qualed shugs of stock of Leisune and
Resarks World Carporadicn, Wantage Equtien, Inc., amd AP Greup. Ing

The mauements in maketabhke securilies are 25 Tollres

- _ Mo 201E amr
Halancs at beginning of year PiTE 4B B42 F165920214
hrquizicens - 17,054,120
C:-sposale (10,674 BEE} (B 745 005
Ml ark-to-ma e gain nss) [11,303, 085} 25T

Balance al end af year

23 PIS5TMBB2 FI1TEJ4E? £42

The tair values of these seoudbes re based on closing qualed marke paces on |he

|25t market day o the yrar,

Diwlend ingome ampunbed Wo P50 molism, 5.7 mckan, and P11 3 mitign in 2008

EDAT and 2046, tenpechvchy,
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3. Tradp and Ckher Becelvables

_ Ml 2 H 2017

ACCoIns reoerdsde A  P2IB 200,703 P40z GE2 483
Aocrued licarse feg vioome - guraanl

potica gl - P AR
Adwances:

Crficers and mmptovmes 4 538 354 i L

Lonbages and supplars 3,347 378 4.25‘5.#‘5}
it g reoRiyabas 3,093 387 E.UFE.E?ﬂ

Fibs 081 B4  PHOI NI 2T

Arcounts recoivatia is ganerally an 3 3-10-El-day creditlerme. The riske associa

on this aecoun ara disclesed in Sola 23,

Accounts  receivable includes  atvance paymenls foe Inslanl 8cratth boke
amountng 1o P18 m an and PA1300 m'tan a3 81 Oecerrber 31, 208 and 2017,

res pectiealy,
The moaemel s 2 al'owsance lor impaimer] losses as @ December 3 are
{dlerd
Nofe 214 71
Halanco at beginnitey ef pear P - P 10,806 4540
Impaiment lasees recogeed during
H L R 17 - 20,00 G
White-2dfs dirnng thae yaar - {20 DG, A5
Balance al qnd & yeqir F - P -
10, CHRGr Coront and Nec urient Assets
CLment Asdoks
MNgie 2018 E-lll1'-"1
Sp-BrE parts and sufphies B cost 2 PELOTH Sy P39, 255 101
Frepaymenis T84, 728 AT 055664
C a2k bioewl & 21 1000 Ga0 -
gl VAT 618,513 TArTOrY

P140.839, 788 P 110,964, 4499

Prepaymenls represent mainly the urexp=ed portion of insurarce, rant gred tages

M raenk -~

Minle Pl B zo1T
Ao licensa Tes income - nel o
clmanl parban 24 P13d.%23, 122 F -
Grarantaed dopotils = 23 32 01,040 SB,000, 00
Refumdabde ceoasils 24 J4 834,997 ol1,378.575
CrAhers 4,674,722 El.-l?“EI.J-.?.":
P 627, 59 79,307 403

i



Retmdabke dopscis are suogecl b adjusirsils eveny yaar f rerd rates acrease amxd
Ehall Bo retumiad b3 1he (2238 witheat infmres)

Gusranigad dapos1s pertding 16 cazh bands held in esarew accaunl ax pard < e
agreemgnt with PCSO (Rale 7).

if, Investmants In Stacks

The movartenlt in inyesiments in stocks are as kg

Novte 18 27
Balanee &% begisning of yaar PTXTS88,290 P7F1a,731 62
Ancpisilions 34 480,020 &R, 203 07
Dleposals - [172033,95
_FFarvalue gain U-ME_:I | MG, 7RZ, B0} T18 597 3500
Balat2é at ard of year 37 P4§5705530 727004700

The asposals 51 2017 ware mage for saleg-s puipeses which resulted in resszed
faln amaunling 2 F58 8 million.

The gain on szl of imestmerls in stocks was roclassdied Trom tre °F air valug:
reseve” accaunl to "Ratained eanings” accourd inthe 2B consoidated staleinge
of chnges in agu ty.,

=5

Dividend incoma amaunted 1a 12241 millicn. F14.9 mitan, end [10.9 mrillior in 207A.
2M 7 and A0, raspachvely,

T3. Property and EQuipnent

Tha movemernts in e wconunt are a5 'oliows:

2
b alePubn |
L=y —Lhkialild  FuinHgeey ad T aporadan
My Erodiemaptl g (e =ia . ruma [JTT 2 1ot |
Ly |
-naaryp 4, 30D IR FTRELE T 0L M Palaxhpapy FSAE KT T A A
Aol L il F5 e FETEN B A A u | 1454 71 T TTa ot
ASip i ol hirm BN 13 i _1sFEd 24 v bk . TH Bl L
, Hpmah ILLE TRl it L 111 5w 11y LIn AT LT T8
Lty 17 M1' 7 135 FR]ER] [ E-F JF A | i [ . L-R-T ] -l BEEK N
Pl Ly 1= BRI 1 305 Lad H EFRE 11 mI4 ALY
AoLan T oo 140" =42| AT Sl R SR ] T
il b [ SH T jo il Cat AL [ L Lrr s Tl
- T L 411 Tk Ak L F L RTES 1eF B 7 2L T | 1M M T
AoimLireed Dot 101
hat T
Aermag'y 1. JWIT TeEnimarp FLHLI4 1HAM H1 i i 1l 1,0 MR R3]
Ceproc sl ard
T a [Re X -1 i1 (R e | Hl e IEGTFRLS o SAE 3T
_Dlpcass (4 L& 15 LR AL B POl b | (1209 B! o 54T 215)
Prisptal e’ 11, F517 LS TH et pF ST LFFRE. FOT M LHT1 11Lk bal M1
Lo s drad
Lty -F o H 1Tk L fa): LR ER TR by WAk b I4,~41 L5D it N b
F=biary s Mt crm ERF B 137 137 el "L L0l ['REET .
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Some oflery equiperent with carying amaant of P31.0 reilizn and Pi03.7 millien ds
al Cacember 31, 38 and 2017, respectvedy were acquirca uncar ANance Mada

[Mala 149).

135, Gosdwill )
Goegwill reprazants the faic value al ¢xpeched syrergies rom e 3oquisdion o the
Ppdaeaing:

2014 2017
Lo Fi3,363,484d P13 583404
Mine Erntibes 3 BBEZTRI A.502.Tag
FEr . P110.533 4
17,048,288 F 127 SAQ0 35"
Masisdion of dine Eniilies

n oy 1, 2017, LCE actuired 100% of tha shares o alacks af Nist Encws. Tr
fing? purchase pnee allacation based on the T2 velwes o idenbSide assels an
habiltias & as lallows

L3

 Total co n:aiulnrali-nn Pod 863 141
LT H
{ash TGS 70
Racevares - med 711384
Fregaid incame % and glhas 24,973,904
Fregerty and squipmen| - nol 28 G5, i
Dedamed Lan asseks 1,408 B21
Rerd dapasils 21,453 264
Liahkilding
Trade and cther payables _ (B2 03 DOS)
Total idontifiable mat aassks 31 Tair valug 81,184, 3E9
ool F3,08d THZ

The Mme Enfflies are engaged in Ihe Irading and salbng of goods soch o
sesripslakes Gokats o wholesale aawd rekul basis The acquistion 15 In e with the
Groun's busingss sirateqy of expanding its rotail eebwor,

The goodwil represenss the fair value of expected dymergios aimog from the
BEQUSban. Mane ¢ The goedisill racog) tzed 15 anpeced Lo be dedudibln o income
13 pLapases.

Thie faw valuwe of eectivabbes agquerad amounted 1o P71 million The gress amoant uh
recewwablea iz P13 9 millisn of which PGS 8 mellion is expected 1o bo uncolechble 33 a
1hE acquisiton dane [Node 3).

The CGegup's consoldated reverus would have incraascd By P340 milan a=d it
iAcamg Batare 13x weuld have decreased by P11 milipn. for te wear ended
Duwrmber 31, 2007 had this acquisihgn tken place oo Janzary 1, 20HM7 Tons
revenyr ard incoma Befare tax o acquired @nites noudod inthe 2017 consalidared
strlement of comerebeazve Incame amiented to P 1422 millea and P19 millian,
respoctivehy,




(odwill aoqaired through busiress combiratens has boen allezabed e dsinbolion
ard a1 acivilies, a cash-geneling anil (GG}, whxh is a'so The repadabhg
Lparating segmernd, for impairment 195ting

The S p pedoarems: irf pairmen] lesting annually or more foegueally wten ihere arg
irdicalprs f impairmen; Yor goodwall,

Gioodtall from AcTuisiot of A0

The recovergbia amaunt of goadwill from e soquistan of FRI e gt December 35,
2018 was datermingd based on 3 4-year discounted cach Tow forecasl usng adud
pesl results and observablo marked date auch g prowth ralas. oparabrg mangins,
amare others.

Growlh eatas and opCrak.ng merqing used o eshimate future perfarmense am aquechy
bazed on past pedomance and edpenenca of grovdh rakes and operallrg margirs
achiewable In the relevan: mdusiy. The especied cash fowt ame discounbed by
applyrg a sulatdo wehled average cost of capital MWACTY The discount reda
agpliad to prelax cash Now projectmng m 15,005 s a1 Decerrser 31, 2016,

Impairrent 1093 on sl amauitied 10 #150.9 mihion in 2016 aad il in 2317 and
2016.

Gooehed!! frum Acgaisiisn af LG

The recmeiatle amoonl of goodeill from |be pdquisdion of LD by LagaPac iy
cheta rriresd BASEE A Sepenr walpe-in-pse cakculalign nsing actunl pasl resulls andg
abdprabn el Jaks

Growth rales and operabieg marging esed 19 eslimate: future perfermanco ane equally
Basexl onopasl porfermance and exspergnca of growth rates and oparatlirg marging
achevable nthe reevant oldasiy, The espociod cath Sows dre discouited by
apphang & suidabie Wall, The discsunt rale sgpdied 1o pretas cazh Now prajalions
was 10 2% amd 305 107 B lernd raal ot rate.

Management bel ewes thal ro reasonably possible chinge in e key asdumplions
wodld causr e sarryirgg amount 2 the gozdwal and cash generaling und o which
Ql:rl:l-lﬂl.'ﬂ" relahed o !'r'IE‘IEI'I:.'E"'.' exceed ils et Al et

14, Trade and Other Cument Liabiilues

) e ) Mioia o 2mv
dccourds payabla FiG4, 746,020 F264 40:, 362
Censudancy, software and eerse feas

EIEljl'ah-lEl ST SHE, 73H S5 742 204
& ooried expenTes

Profezsional faeg 7B 405,692 24 266,500

Cammunexbons 3. 4858 40 TEE, Td3

Frerial mred Ullitas B 595,342 25 A7E AT

heanageme fews 1,274,776 2085 407
Cwiput 1ax 494 BLE 21031166
Oividends payabie - E-ﬂ-_?34.61?|
hars B979 724 14,821,317

23 PSSO 458 F‘:iEl?_ﬂ'd-EHEE!

Accouns payatia ganeraly has 3 J0-o—45-day credit 1ems.




Conduitasey, safhwarn ard hognee faes, 3w managemen! 1862 payae relase b
fo franriy Sgreements

4. Gormsullancy Agrecments.

c.

The Growp hired the 2aryoeg af seyvedal comsullanls far il gaming Gpry
Consutancy faas are based on & &etAin porcenlage of lbe sales gf cerai
vanaals of PCSCG Xfery, Consuiancy fees srmounted e P33 million, PES.
milkan, ard PES 2 melpon wn 2016, 2017 ard 238, respiszivedy (Mol 17]

Scentdic Games

an Febmiary 15, 2005 1he Pared Company enteoed inlo @ conlmact wih
Scxanbfc Games, &8 cormpany npgiparaicd wWadar tha laws of ha Ropublic o
ne,and, tor lhe tupcly of compuliee bardware and cporsling syslam softyag
uUrdear the 1arms &l the “Sanlract fer ke Supply of 1he Yisavas-Mirdanao Online
Lottery Syslam,” Scentiic Games will provide $00 cnline lakery terminals and
bermmrenal Soibwane necesiy fr 0 Pasent Ceenpany's Ieasing operations.

In darmsiteeabin, thi: Pasgnt Compary shall pay Soeabfic emes B pre-sgreed
pevceriaer Of tw: reyonue gencraied by the temminals am POSO0'3 canckssl o
oniie lolery operticn wsirg the oompader hardwane Brid aperale] syabem
previced by Soenalic Games. The confract shall conlinue 85 K] S e Panent
Campdrmy's ELA with PCSD i500 effact,

G Oxlabar 2, 2612, e Parent Camgany Bnd Scientfic Games arrdded he
ronirack t3 cxtend lha gencd fora ApsT 5, 2013 wilil Aoguse 51, 2095, and
prawide Tor tha supply af add-boral 1ermirats (Mobe )

L Mawember 20, 2015, the Parend Company vl Scienlifie Games ferbcy
B:Teded the tonieed o fkkond e penod drome Sepfembor 102005 wrdil Juzy 3
2013 and pedndichs Tar the supply gf 1 B0 brand naye faminals 1 1ha F"aren%
Coernpiy The amcndment also removed e prosdsion far e 1aacve Teming!
Fee of USF2500 per termesl per mordh o any addidional termnale o
comeelisl 1o he sofbeaes prowded by Soiertdic Gemos,

I Augesl 208 tho cortract wilh Scientfc Games was furher amended b
axierd Ihe perind unit Juky 21, 20148

Sohvare and license {eps amounied o 378 millon, F52.0 millic1, and
Fa8.3 melan in 200, 207 ard 2046, respeadively [Mede 17).

Inradcd

i.  OnMarch 13, 2006, the Pamnt Corpany aniersd irlo a contac) wilh Inal
[Intralat Greece) & company incorpombed unger g 1aws of Greece, fort
uppdy & anling laflery syeem nocessany for he operalion of 3 aew onlb
lafeesy system nifeciivo Cacombor B, 2004, Under the tarms. of the "Contr
Far thi: Sapsdy of 1he Wisayas-M:ndanae Qnline Letlany Sysbom,” 1airafot w
predice (e Parent Company the hambwary, coeraling syslen softwane an
lerminals Aand the requircd Faining. e consefaration, tha Paren] Corean
ghall pay Iniralol a pre-sgresd perceniaga o tha revanua genarabed by
lerminals from PLED s conefacl of online kotary operaton ar & fixed anmau
of USSTI0 por teminal por month swhichawes i6 Rghar, Tha contrack hall
canlinun as lorg as the Parent Company's ELS weth PCSO « |n offect.
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On Ju'y 10, 2006, Irrakat oriesad n30 an apramanl wdh Inirast 1
gredralar USR], @ subsidiay domiclad in Atante, Seorpl JEA, whemg
imrals Gieeee assigre? 0 agalol US54 T whole of ‘s conracs with lhle
Faresl Company, incluging all 15 sights and ablizatons ansirg from 4 1
Farcrd Coriparmy wid pay Iniralsd 3 pre-agrasd percentage af dhe rewenw
generated By Eb torminals from PCSO'a opine lakery aperations qr
L1531 10 (0 per tarmmanal whichever 18 higher.

0n Soplarmber & 2013, tha Parenl Comgany amd In'taled Tudhed amended
Ihe contracl for the sLaply of 3dodiondl lemind=s o enalde e Daredl
Campany o axpand ile cnline lateny operafiong. Electivg Aprl 1, 2013 Iho
Parent Company arnd Intralia! agreed 10 kowesr ihe poreenlagn of revonisis
pAadd by the Tormar ko the 2ter.

In Apr 2016, the Parer Compary and Inelat aga 0 amanded ihe conras
for tha laker 18 supply addilianal cecanditionad or rodrbished lotts ‘ermina’s
10 thetormer and exiend the: 1erm of tho coniract uahl August 31, 2615

On Zestemiber 25, 2016, 1k pantac: wilh nralot was further amended 1o
exiend he perind unli Jgky 31, 219,

SuMvare and license oes gmouted b PIEA molica. PE0CT réltan and
F100.0 md wan in 2018201 37 201E, retpechyely [Mole 17).

b On Apd 1, 2008 TGTI onlered inte 38 sonirac! wilh Intralol o0 Ihe supply
arlirn: lettey syshem nepessary for the operabkan of & s onlice |olbes
syiben PR eeleg untll Seghember 30, 2020 In conskéerabion, lhe TGTI kgl
pay Inralot 2 pre-agresd perceniage af the seyense geremated by ©
lerrmonals friom PCSO0 s conduct of o0 ine kltery operation Onluly 2008 1
cenrac] was amanded sush Ihal ins1esd ol nspyw g meathly remuneralio
ca'cuated as a percenlage of e gmss wceipds of TGTI from s S wit
PRS0, Intralot w.h fove fefeive moanlhly remurembon caloiated on
peroeniage bag of tho gross weseipls af PCSO fram il oaling keng games.

On March 22, 2011, 1he egnl-act was fudner amerded 20 Intalot 1o supply
aodlitnal anlise kenn gmirgs o TGTI and redeced the peroenlage
charged by Intralat 1o TGTI or USIE) OO por terenal per mantt on &n
averaje Easia, whichewrer ‘s higher, TGT @so undefdakes & feter at
gudraree arwunting lo P20 O million nes txtar than March 28, 2011 in ordar
for FETI o secun: the payment of Intratafs remeneratan. The sad
qubrariee iy recegnoed pader “Olher noncwrent aas849” -0 khe conssidalad
Elabernernts 1 Fnancial posilion,

Roftware and licenss fegs amauned "0 FE1.6 mdllion, P58 1 millinn, amd
FAT Fmillion i 2018, 2017 and 2018, respectinehy (Mate: 17]

d Management Agogamant

Tre Farenl Company has @ Management Agrecment witn 4B Gamirg and
LaBuire bxpomyit Specindist, np for the laWac 10 prowidoe inwvesimaent and
managzmer caunsel arel baoagl ps manageor and ovessear of e Hare
Campany™s aperabans In corsiferalon for lhase sevices, tha Parent Compan
ghall pay a matlny fee of PRI 1 million and an amounl cosivalent B3 3 oerlal
perLantage af the Company™s eartmgs bisore intemst, 1ngos. depreciation an
amortEalon (EEITEA].




TETI has Manzgemenl Agremmenl with AH Gamieg 2nd Lesere Special.st, Ind.
[AB Gameng] for il gnien keno cpemiaons. In geagddention, TSTI wll pay S|
Garr:ng 3 riiLagiemend fée mquaakenl boa cofain percentibge of ke Comparn’a
ginings belsig mrest, 1awas, sepreciation ard amortizatian,

Maragamant fees ameuatea 10 P, T muEon, PEES midlion and PSS millicn o

FO18, 20t7 grd 201E, respecively (Male 17).

15, Eyity

a4 Captal Slock

14 20T
kI bear Mkt )
) od Shams Al of Ghied Brgra-n
CARITAL STOCK
BAudkaried
CaeTam :.'-..u.-n.n:.-lF'1r_1.r-.-.ﬂ|.|.|- ) QO M, P 5I] fa0a] [en] EIZII:IE':III'.'II}'.'I Tl GO0 s
[LLIT
fix arcn 3] ben.- v Onf el of
.t AATASBAT]  AATEASATY  4STERS L wdipARaTY
TEFA i
LS R FHEC RS KT 13 75K M 45070 1 H1 L Ep E19,1 T3
I"|._|‘-_'1.|.-._n ynn Lo mmpe 1.4 T4, [x] 14 Ad, THA 10 /71 %] R - A
T2 T M5 2hT A J1T5E &0 TEH SED Y
ChaLHar2e] ihdtd dZF 43 i PIS2 197418 221 928 P18, 30 T

O August 14, 018, 1he Bowd of Dirgclors approved the anmendmenl o the
Parant Company's arbckes; of inparpoiaton ta increase 9 auihoiosd capril
Eb3w raen FY300 million dividad iso S0 qullien camimen shipes 1o F2 288 millioh
didad iro 2288 millipn common shems, T mnceas i ter aulbenzed capid
Elock was apxawed gt tha special meeing o the spckholdess held o
Septernner 25, 2M18 Tha noresse w aulhoriced copital stack is panding
approtviel of |he Securiias and Exschance Comrrission a5 at Oecemer 31, 2016,

b. Shogk Cwwicend Dstbulablle

On ALgust 14, 2018, she Bogrd of Direclors declansd a 100% slock dividand
he Parent Cainpany's steckhaldars which the recard prd paymeonl dates wer
gal aubject (o be approval of the Securmics and Exchargs Sommisson aof
Parent Company's ircrease in 13 avtkariced capital siock Tha slock divicend wil
be issued cul of the itcrease in suibarized capis s'ock. The slock dividens
Soclaraben was appiaved al the speeial measting of e slockboiders hald o
Septernber 25, 2018

. Dividends

[ 2018 dhe B0, upon recarrmerdation of managemen, declared Ihe follow
cash dwidencc:

Exclarabion Rt Date Fayment Per Sharm Amcur
Apdl T, IHE May 14, 2018 Mpy 31, 207 Fo.a0 F125,78%,110
April 25, 2012 Augird? L 2000 August 37, 2048 R34 136, 109118 |

F251,47 1,225
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I 2007 e BT ypor recommendabsn of managernanl, dedaued Ehe Tk
cash dwidends:

Thlgr i un Hacad Dale P aymre=nt Por S Lur'dia e

sap 2 Zoi¥ AR 1T AT May 31, 2047 Pl 243 H 120 584 434

I'.".a:.' F el .-".ug-l.ls! 1. 2317 M gask AT, 25T (W[ ¥ 126 S0 11
CMacnndeyr 6 FIYT ey B 2015 Jwowny 34, 2018 Dan B4 731 SRS

Sl L " B u o

In 316, the BOO, upen recemmendaban of management, declaned the olkey-ng
divldend=:

Caszh DhvidoysTs

Dol e Rizcsrd Dot ~_ Pyl P Shars Al
Janury 26 2016 Febnacy 10 2016 Mwch 7 2016 FOIGO HITEO0MS 140
Craber 240, 3018 Nevamberd X116 Cecember 5 36 L34 170 112 500

FoaQ 172070
3ock Divdands

DeeclAraloe Rgnd:d Dasn PRyfrH:n! """'":"“"l'r.

Moy 14, 260G Jane 14 215 duly =, 500 O sboce. P L9 IR A2D

Treasury Sieck

L July 11, 2003, the B0 autranzes the Pasont Company 10 By back up &
&.000,200 sharas from the public 35 & means of preserving he wawa of 1
Farent Cornpany g shares and mainialresy oweslor confidenaa, In sdditon. o
Dalaber 14, 2004, the BOO appeaed b exderd ds Shame uy-bacs prograT: up
A 1eamriern uf 105k ol ke Parest Compamy's cobslarmdneg copilal shoch,

LT BN W ]

Tho ks e 9% in ey skgeck dre Sy lallimees

Decembev 3t, 2018 Becember 31, HHLT
Murmber of Mmber- o
Shares Amourit Shargs Atk
Ealzce Ji begirresg al
LFe e LA TR AR PIEF L0 TTR £33 HE  FSEIRATS
_Actum 2oers _1ATEDOO 16505788 1BTTIE45 711841 557

falarece o ord of e year 25,203,492 P20R 267 504 23,755,492 ABGAEE0 TT0

Relaincd Eamimgs
. Mot 2013 2M
Unacaropraled PHEEYA2Z2 8935 [FO954 252 42
Appropnated
TSETI A 20a, 104,000 200,00, 0]
Lo b 30,000,140 0,000,500
Parant Gompany [ - 250, W], (AT

FA0,000,00% 48008,
P o199 822,938 P11 aT4 202 43
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Oon Oclober 24, 27, the BOD of TGT, upen cecarmmerdauon  of
managaren, aporaved B appoapnation gF PE03HLC0D ot of TGTIS
undpawnprated diined =ncnings for lulure expansion progrema.

O Cwmpember 5, 2017 and, the BCD of LCES, upen recommendztion of
manazomant, approvyed (e apprepnatan of P300000000 oot of LGC'S
Lhgprepiatcd retained earmngs Tor renovaten of exstng retad cutels and
cansspaclion of e anas in 2843.

Cr. December B, 2017, thy BOD, waon recomimudition & mgndgement
appraved Ehe appic panaion of P2S0000.000 qul af the Parenl G phiny's
unjippreosiaed refained aarn nqs as rescres fonds Tor dubura projact A%
Mallgrers

(1) fysicm wpgrados that wil need 10 ba urdectaken o ensuia 1hal e
aline: latery syatem will conbaue b b fonckonal dunng the enkre ancd
Bebeepn B exgraton af o surent Equipinonl Lease AQreciend wi
ihe I*h hppire Chanty Sweepsiakes Ofice (PCSD) and the una when 4
nevy ok sylem has been hidded o) and is speticral | and

[5 1 expendileys should the Company successlully bid for the Bahamen
dnling | nikery Systam |S20E) o POS0,

'Wilth 1he dalay n PCSO's refeaze of Az lears of Relerenca Tor the MOLS
Eeddirg, the dOC epproved the rewersal of bea agprosnaton daing il
meelnyg lzst ALgust 4, 2048,

T1 B. Rolated Party TmRnsaclions

LT ¥, Curacddeng Eulnwce
el sy A b Advesar o
C 3poraTra— asc=on Yon: Areor Toeasscson PaHsbed Ma—sa Pelewn Macas TH™1 —3~drm=m
TETI
= Mlornza F1al | , L PIRATh 15 r. i oy e, Lrnm e
Ll ot oy e T ]
T F Iabs bl 1 o Tueid L-asa, el
uwrr e ol el ]
= Chnlelertr] rul oy o e Bl < LA e -
=1 < TFlad M1 . .
= Tngspeom paid an 0 HEed Y4 - -
o T o LRLINEYS '
= Trremay Shh, bohl ] v LR - -
T [ b 3 -
= Jar sl rh] | a  PIA1d Ikl -
i XD -
FRI
LILF. S ] Hal 3 ' 1E Gt Bh i e [FL VAT, L
Jacioa ey
JIT -’ - o) 207 Imesmacd LFaanaes
ra'e T I CAY G
LOr maC
= Al e i - 111 Ak [T IR | (SR T
Tl T o
T -’ Tr211  Cncerand Lrasore:
WA P I TG
LGGC & o= E—%rk
u Zejrarvie paid ™Ik Mk 2 - -
T . -
4 Piriud i + ' ' TRl G oeam] LR HEL S
o Ay
ml! a - T3S T dewd. Lrmzoae
AT SRR TG
= D o bl =11 § n  1amrak:s .
mir o AR AL RN .
= Sapary derpea B =L d 1IBLEY . -
MIT d  J1i=EAT - -
- la i [l 82 0 R =] M TH.UHY
L= Jalr FPoSd s Faraas H
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. The# Farent Compary has 8n opebonad end fechrecel suppodt semlce
agrecmen] with TGTI which The fommer wall a3zl the latkes 0 the lallown
41) exlabbeshing 3 uitable and aMician tefecarrsnrnicabend bnks far e [atber
anlire keno notvark and (2] overseeing the elfcaent operaban, reqular prevant:
ma:ntenanca, and necegary rapgalrs on TEIS oaling koo Eaminals ceodoyed
wihin the “izayes and Midanas reqinss, incod:ieg e cen'rol dido Sesed
locabed in Seba Gily.

In tonssuantitn for [ease servicas, TSGT pays 8 fixed fee par keo teemined.

TGT alws remmburses the Parenl Company for comemanicalicn expanss
ingurmrad @n 50ma anling kano agenis/opergiora amnd the <heqed deta center.

Tha Parer Company granted nan-inleresl bearirg cash adviises io LalaPac
LCC and FRI far working el requien@nts. Thie PADD rrilion adva eees lé
FFL wall b conweded b mguity 3019

b. The Farsy Carpany eeoiaes cash dividiends fram TGT aod LEG

= TGTl purchasad fraded shares of thir Farcnt Comaany (LOTO) threugh its sHeek
browes. thus, TGTI recaves fwiderds for these chares. Tha cost of sharey
puschasad by YGETL 3 oncuded o Ik "TreRdory Slock” accaunt @ tha
consobdated slatemenls & inancial pasiban. TSTI recetved cash divderd fram
1he FParent Cerrdansy.

g LOC and Mg Enlibes hoes exshong sqresmnents with releed parkes gsde
comman vwyARp by SM O Invesiment Carporaticn for e beased spooe of 49
o5 4% whizh are rereyable peery 5% months W twio years alits oplion.

Lnzee the {oms af 1he lease agreamant LSC and Mire Entites ang requircd W
pay renfald equvdent toooa ined ae per nnzh o and secority depdssds
corraspanding 1o heee (3] mantle fect, Those depasis cansia! &8 aloounts paed
i el which cin bee oolecie in gashe s pan werminabion gf the ease.

The 1okl recamvables ard payablos alimingdcd amauntad 10 F2 7 million and
F12 £ millian. respectyely,

Compensaion of the Group's key managemnent pereoanel are as fokewes:

Z018 2017 Pt
{1 METny;
Ehart-tarm empoyer benehla P32.02 Fada 25 P24 14
Trasy-retirern el bemefila 2.1 2 50 220
P34_3h F3k T8 Fai1.w5

The esmiensaban of he Grogp's Xey managermect personiel ia ncluded in theg
"Parsanne fosty a5 disdesed in Nobe 17 (e ho cansalidaled Anandial stlerreks,
For a comparabive presentalion, compersatons of tho Greop's key managemsen
peeseartal in 201 F and 2015 hewe bean updated.

-q0 -




47, Costa and Expanaes

_ Noim 201% 0T 2UNE
Peraopnel casts P40 E0E PG SE2539  PZ11 412,424
Caareciatian ard

amaonizaban 12 223, 200081 2k a4 FTH 171,169, &2¥
Renkand pl;hl ke 14 214003 4 164 A5E, 37T 7,435,801
Softaire and liconsa

Pemiry T, 18 196,747 032 31 R5E SO0 185 344 134
Cperaling supples o 154,808 141 217 085 Eod 191,362 507
ommunecalinns 135,036,510 21 106 B1G 1126891702
Tramci and accommadaton 73,636471 [ W RE.86T 735
Hepa-r'.-i BH MBsn1enanod T3 800,189 a1 12y L2 358157
Managercn® fees 4 44 G5 AaT G648, 8453, 146 o4, 524, 7 20
Maketing d ramaien 43,939, 441 T 26 13,2840, 372
Taxes and lichnses A%, 732,310 49,334 232 28,335,904
Cnrsulingy fees T4 Ja. 312,176 85,57 1.4M 54,176,875
Entertiinmen,

ANt and

ety BB 13310 18 5BE, 546 15,457 4877 10.091 3575
Professanal faes 14, 7TEZ ETH 13,567 B26 17, 45722
Prosasan bar enpa fekens

la== g - 215, 000 200 -
Qlners 25,1 B,0xd ) '1-5151I:I_.E-H-5 EdnlElElElJElililh

P64 488 1592 1™ 552 402 580 F1 260 550,955

Porsanrel cosls are az faliows:

Mot 1a AH7 0E
Salkies and wiigeos PERAZ25E6YE [F214117350  F182,933,140
CAher shioh leerm
e oyt Teneiis b6 181,444 A7 565,320 19,773,104
Postumployment
borefas - 21 12,163 42D 11,1831 B&D d,.356,180
Fi4E 430,608 F262,964 50 P2y 112424
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1B. Imettmdr Taa,

The recongilision of incame lax espense campuoted ab 2 applizable slalulary
Income 13 rate b3 income 1ax expense shown in the consahdalbed stalemenss of

INCOTHE i5 35 follos:

1018 2017 2014

INGome Eelare ineame lax

PAERIATREEDT  PTI TeE 62 PREI A GTT

Ingoume: Lax ageansa at s1atulary

incodma 1ax rla (0|
Adoitiens b (reducions in)

Ineome das

lmpainment 835 an gotchaall

M) L Ereddame

Mangrd nciblo erpenses

Mark-to-mgmet 125 jqaing on
markalabie acurbes

Inceme subjacted 10 final 1ax

Gan on aaa of marketanle
secinbies

][ pFis

F1d4 863,680 PFz15 5258908 P73 035,565

23, JED 109 ; )
12,724,730 (B.087 G2E) (6050
5,433 5954 15,651 6N 1.7205.224

3,670,906 FRATSETY 11 141,102
(553.175) 1215, 748 (7 20
(4B, 48] - -

1424283 3151573 2 343,334

PiTE BIGRS  PXPE A0 574 F1RI DR297T

The oormpoaanes 1 e Groop's delensd taw recogreiresd i OompeeriEnSive irnoan

are 25 Io'lows

Ameant charged (cradidad) b
pra‘i or Iess

Arncant charjed (crediled) o
olhies COMT FeNEnSIYe noame

2018 2017 016

PAT 432 314 121,160,964  PPE 271202

5,504,510 CTE.OVG (5433500
P52, 736824 {PEGE 008y P2 GF AT

-4z -



Tho com ponents o detireg tax asepis [habines] are a5 follows:

Ag at Degember 31, 2048

. . Egginning Movernant Ending|
[tem s Recognlzed |n Proft or
Loas
Unamedired past sanvce casd PR 452 746 F1i,640, %80  P40,002 926
Allawanie for impairmerd
k25505 o0 drece e olher
receivables 446,557 - 4,046 EET
RO Ed 1,466 32} 1,135,835 2602457
Ao exponges 2,788,503 (371.403] 2497 100
Unreat:zed loreign gichange
Qan dT5, 920 [211.038) AES. 804
Prepayrnents (210,651) . [310,.551)
Folireerien| banofits 352 (8,524,277 BT4, 045 15, 642,.271)
Acergesd liconep fes oo . - [50,404,696)  {50.404,63E
10,408,720 {7 232 X114y {37, [23,:554]
Itewms Fecagnlzed In Crhar
Conn prahonsive Income
Rermeasuremend of rabrement
_bendfls U085 (R30451)  _ (273.545)
P16 439,665 (PE2 TS G24] (PI7,257.139)
A% gk Depemher 31, 2017
EBginming Mewzmant Cridirey
Ierni Recograed in Froht ¢
Loss
Llnamorbzed past seivica oot 3,897 30% (P44 HhTF  PA462 746
Allcrwanca far irpairmment
los5as on lruade And athar
recenvabhes 3241 91k B0 EZ22 q =k G557
Aoirued expensos 237479 491 ,0% 2, 7RE B0
NOLCD - t4cg Bl 1,465 B2
Lienialized fowaign exchange
la55rs 427,037 o5 883 S b0
Frepaymerts - 1310,551) (3a0.451)
Retneen: benafils assat LS. TG0 ) 4315, 266) [5.521.277)
0,247 136 1,160,984 T3 AGH, P20
Itema Fecog niesd in QOther
Camprehisive Income
Remeasurcmea’ af rabremenl
benefis h, 609,04 (578074 6,030,865
F 14 956,777 FoE2 208 F 15,4358, BES

Aepudic Act (RA) Mo 10883 or the Tax Relom for Aceekvgson znd Inclusan Ac
(TRAIMN} was s ved into law an December 19, 2017 and look afecd Jasuary §, 2018,
makirg the new 1ax lw enacied a3 of that date,
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The TRAIM Liw, which fpok affest on Jarwary 1, 2008 reprasanls Mackage 1 of 1he
can prehensive 135 reflorm program of ihe cumen admirustraion el ams 1o coread
Gips in 1he preser 13 Syshim, adowng it Lo be more eMeclye and equitable Sekos
ar Ihe slwent poinks af tha TRAIN Law:

a Redection in porsoral Incene lakes.
b. Changes in capdal st biees
= Fingl wthholding tax on aterest fram doregn-cuieenay depasils inoneased 10

1:5% (from 7.5%:]

+ Capitd gars fax o1 unslediuntaded shacs increasod bo 15% (from
S 0%

a Bteck warsasslion bax oo Fsledtaded sharas incraased o 84O of 1% (from ¥
W RE

% Amendmcnis o othar 13xes
e 1 Walee-added 12 AT

- Gertain WAT zaro-rated ansaciors o beoome subecd Ba 12% WaT upar
implemerdahon al WaT refund Gbsiem

- AT esempbion threshald for see of goods and seny ges ncrea<ed o
Phednd [from Frapgl 2w}

- Incudeg 01 WAT-ceempt amsachons, amamg others. Tianslers of
prapenes gurgiud kg b friey: maergar, fesocipbion ducs, masmbesshin
fumy. and olher assessmonls and chames colecicd By homansrs
assigbicng and coadominizm carparabions

€ 2 Incigaised dooumamiany slarp tases |DET) milcs by 805 o 1003
G 3 P lanes

- PRovised awcisa tAxas on cigars amd cigarctios, manufachired oils ans
ek fucls petoleum groducts, autsmokles, and minerals

- Expanded scopa of exces 18x b indude non-essent gl Lerwces 3na
Sweetenes beverages

Allbouch mes of the changes wnl afecl individuals, the TRAIM ° gw alzo strodpcen
changes o inceme tay, WAT and auciss tases,

18, Lagde Commiabrenks
a. Finance Leases

{oiftary Fqenment The copracls far (ke supply ef onbie ladcry sysicm with
wtienliic Games ard Inralot conlain eases which ane cassiied as finag noe
lcasz, Those are ircluded as pat of Lettery eguipmest undes “roperty =nd
equipmant” in the consolideted atalaments of finanaal peadion. Tha delake as a°
Decemmer 31 are a3 Tollaws.

2018 A7
Latery equipmer] under Tnasee lEase P4E2 OB2,222 PSET, 179524
Less scoumulaled deprecialion 41173427 ABI4NV 0

Pa0208, 795  PI103,GR0.219

The addiligns ampunied o nil in P35 T millign in #2058 ard 2087, respectively.
The disposals amounied o P83 7 milliom grd P24 2 molon in 2018 and 2037




Futute minimum leese payments uieler thase Franca teases logetner wah g
presend yalue of the milrn;:m leaso paymments a9 8 Cecernbar 31 ane gy ipllg

o HHE 201
Withim oma year PZZ. 253 8 Fd 5 340 826
Afler arg year BUt net feare tha fiver years 16,690 445 33,94 375
Tatal fubwa murenurn lEasc paymends J3,9d4, 376 EL!I-.EEE-_ED‘I'
Less BITHILAY rEpilisientirg inlarest d, 585 901 q4rF T
Fragen va'uc of Idase paymants 36,274, 474 T4 452 DR
Less curient porion of oEligabons wnder

fmanen lease 13479, 453 59488 RTip
Mancurient parlion of «Elgalions urdar
fifance loase Fi6,006 141 P35.374 474

The ceniracls of tho Paren? Cormpany are waul July 54, 2019 while the contag of
TGT with InFaial s unh! Seateaner 30, 2030 whikch are the expiratine dales of
tho raspactiva ELAS 'wilh PCED. Paynenls are bassd on 3 gra-agraed
percentaga of e ravenue perefated by the lermaals frpm PGS0S cardud cl[[
lettcry operatons wder (he fesfachvg Syslems of Soenidfic Games and Inlralo

Thosa paymenls encfude |he non-kase clemerts which arg prescotod 3
“Sofware and cenge Res” sndor “Cost and expenses’ in the consoldated
staterments af intame (MNoies 14 a0d 17).

Operdtivs | 4050

Ax Lessor

The Farcnl Compapy 19a5a5 1o 550 pnling (ot aquipient and Beoessares o
2 poigd af 1 yaars grd £ oraaihe oedl Juby 3%, 2019 s prowded in lhe 207
Amenced ELA. The Tsgs, presonled 35 "Equeprrent renlal™ ir tha congsobda®
sialemenls nf income. aqa based om @ porocniago of gress Bales of (o
temrenaly or @ fized annuad rental of PAGO00 per temTonAl mo GOT MeNCE
aperatign, whicheesge a5 highes (Mobe 2}

TGETI beazes to POSD onine keno equigment and accessories 10r & pefod of 10
yaars from the Sme the ELA will un inocommearial soerahiang. Realal parent 13
based en cartes percenlage of gross amount o coling kena games hewn Lha
operatan o all LIPS lenminal2 o & fized atnual renlal ol PA00E per e i
In eommersil operaben whishewsr is bighes {Hele 2).

Fental mcorse afoet?ed o B1 448.% million in #201a, P11 B4D S milliges o 3017
And P 5T T milgn w 208 Fulure minimym rank3' incoma Jor 8 remaining
leaso wrm ans as follyas:

_ 243 2017
Witin ane year F180,4718,750 P82 252,083
_Aftar cna yeas but aot more (Ran fve years TIE20MKK 141 400,000

PZ5f 033,73 P23 652,004
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Ay | eszan

a The Paren? Compary [eases soma ofles spaces dor perdods of one fo thr
yaars 3 1o 20%% Tha kease agresmends prawde far o minimoi  eatg?
Lamemiimenta walh annual renlal e3caiaman rate of 55 48 103

B. LooRPac, LET, Mie Enlikes and FRI Wasa some relail ouins and offor spac
That ame rerewned araaally al the option of al oo e,

G TETI Ieases ofol space Tor a pencd of Ree years wih annual oecalatan rate of
=18 10°% and varchouses doe 3 panied of four to 6Even years wih annuak
ascalaion raie af B3 ofeclye on the thoad year.

The abora oporabng keasas have o resinckans and conlingent rentata.
Rerm axparce amaunled b 1266 milhen in 2078 FPAT.Y maken o 2817, ant

PA2.G mildon In 2015, Fubame maimus rencal eipenss foe he remalmng [ease e
ara 349 ‘olaws;

IO B 2017
Wi are yonr FT1,165.322 F'E?'.E':"EI.EEH'
AHer ane yoar bul at more e e YA 19,1810 F26 ﬂ-E.d-'L"i".ﬂdEl'__

F3 335,66 P125,017.764

i, Q1har Income

“CIthers” ureder Qe oHT conssl gt

Note 2018 2047 ﬁr

Encass input WAT Far Errita P2E T 7 P 063 BT
oot inlerost ineome 25 13,500 482 - -
Sernsa ioire & 163, %3d 11,835 B30 -
Gaain oot s of;

Warkebbble snparibes 1.8, 125 - -

Fuicgerty i uiprirenl 1,034,518 1845, 142 2B.8aeT
Foreign exchange lossaes [B45,614] [1,BET H10) G235
Cthens 4 541 638 2.471,165 4.-41419*34

Pz, 404, 4 R F41,325,074 (12803, 797

O Seplembor 1, 2005, the Commissiorr of Baesao al nlernal Revends (BiR
signed Aavenue Regulalinns (RR) Mg 18-2005 whch 1ook efect on Mawember 1!
205, Tha RRE. among s1hwers, inrodieced the folcwding chinges

a.  Tne gewsmment or any o 15 pokizal subd:visions. instramentlites oo dEncie
induding gawetnment-<naned o conbrelled conporasoms GO0CE) shall, Bealurg
mrkitg pieymerd o0 aceoun! of each purchase of goads ardicr of seneols heed
at 129 VAT pursuanl ko Secliens 105 ard 106 of the Tax Cooe, deduct ard
yithhodd o fingd VAT dp@ b e cate of 535 af the grese paymanl tharec; aod

- 45 -



b, The 5% fing' VAT withhakdicg rate epresenls she nat WAT payalla of ta sellar.
Tha remaing 7% effeclovesy accaunts for tha standerd imgut WAT for sales
greds o7 fendEs A0 Gowemnenl or o any 0f ds opotical subdivesiord,
instrumantalites or ageases ingleding GOHCCE. in liew of 1he sctual nput Al
Shouln aclual inpwt VAT excesd 7% of gross payments. the oxcass may form
pan of the selars expenss o cosl Cndho athar hand, @ acual input YA T is ke
ihan T35 of §raat phyment. tha diffgsanca mwst be ologed b incame,

The GEhidup recogripgs tha oepess af stardand oot VAT ower aciual hpat Y
at incame which is prosemed as "Excess input VAT in he cansalidaboed
Flakardnits af income.

Clhgrs consst af mainh miscelanezous income, bams charpes anc para aed :ﬂ:ellnu’f
priza from wiraing bokels edceading P10,H.

21. Relirement Plan

The Pazrent Company. TSI LZC and Mire Enttes Pave hunded. feacantn Eatory
deflirwegl banck; paans covaring substantaty a3 gt @5 regular enprayess Annual cast
i gelcrminged using e projectsd wnl cresd meshed  The [afes] acluansl valualian
da1e 5 Decemnber 21 2018, Valusions are sbaned an 3 penod:c baeg

The FRebremant Plans of the Parenl Corpany, |GG and TGTL poawdo @ reb i
benefi pqual 1o 22.5 days pay [or evory year of cfodited servies, The Plans neel U
milmaIum retirerrent benefit dpesalind under Republ e Ad, 7641

The relirtemenl plars of lbe Paren; Company. GG and TET] are edmenisiersd by 3
insten bank urder Ibe supandsios of 3 Rofroment Flan Cammetes (Cammilieet. o
appainied by the Companies in the Trust Agrecmen, The Trustes is rospensible 7o
ihe inweslmant st-ategy of the rodiromant plans.

-ay-
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The chiunges ir tha afest of agsot cellieg are os follows:

_ rd 3 2017
Ralarce at boginzing of panod P1,374,052 P 1500 FEE
HpmBasuramer! gan on lhe chaige in tw
tfed of aszet ceiling &5, 374,552 BT GAT
frierest expanse an efecd of issa oa¥ng 135,474 T2 ABT
Balanca at ens of panca PE AT BYS F2.3rq a5
Thett Rir valya o1 plan assats consist ol e fallawilyg
. riskl- 07
Cazh ang cash equivakens (e e -1 P& 184253
Chapt instnuments - gavermoent kgnds 44 13 515 18 0G0
Cheht Imgtuments « alher bands 34,113,897 13 485N
Unit Invastrrem sl fund 4 18,504 28384
{hers {37103 4 B5d ol
Fad M6l 2T  PERSGT 514

All deld insbuments and wnit invesiment tnist unds have queled priccs in active

markais.

The Faenl Comeany, TGTI and LSE cepiscl snocorinbyse P53 milign, FI2 D million

and P 1,5 million i@ tao bopeht plan in 20149

Tha piacipal assumplions wsed in daweTrining tha rel-amer Jakility of tee Group)

BNE BFICHwTL Bealowy:

— M1E
Parent
o Crren gany LCC TGTI
Discpan] ral H.0EY B.03% T.53%
. Fulusa salary increase 8.0k4 E.DR% 2. 0%
2017
Paren:
Carnpinmy LCC rem
Dizcountrata FED 5.7 2.00%%
Futuwre 53ary incragass 04K, 5.00% i 005

Ag=umptons Tor mewkaliey rates are based on The 2000 G50 Taaks - Geaerations
(Scale A4 Sochety of Achures). Rssanlpbicns Yor dEakhty rabes are bascd an The
Cisabiliy Study, Pariod 7 Banaf & (Eecichy of Actuariss).

Az at Decenber 31, 2013, the weighled avcrago dussban af By ralicemean Lebility al
the Group 9 16, yeees o 24.6 years

-4



The changes in fhe etfec af as=ct crilivg are a5 follows:;

_ MG 201
Balance st baginning af peizd P Ira 052 F1 GO0, THH:
Frmeacuresient gair on She changr in tha
ahect o azcat ceiling 3,3H4 555 Lo B
Intenesl exgende ta e of assel ceing 135 374 T8 AbT
Balence al end of piod PE 284 879 R AT GE
The fair value of plan Jaséels cansist pf 1he To wing:
2018 21T
£ash ardd cash equeii@nts P2 T4z TaT P8.984 250
Debf vzlfumenls - gevemmen] boads 44,713 835 ;AL
[Qebl:aslraments - other bends H RS 657 J3480 TS
LInit inwesimant st funds i24re301 2813184
Hheis (3,477,103 o Y2 Ol

PAOTEEA2T P45 Rdp gl

Al el Cslrumernls ond w1 invasimaenl trs Saeds RBave quolod prices i activi
markaks.

Thao Parord Sompary, TET and LCC oxpect o consuhe PE D milion, PO O malian
Znd P15 million tz the bepe plan in 21449,

Tha grincipal assumplicss used in Seicmining ke retiramard Lability of ke Giaup
are ghovin Belo:

2016
Pargnt
_ Company LCC _ TGTI
Riscount rase B.O85, B D% T.53%
Futre salary inGrease 8.00%, D0 8.00%
2017
Farenl
ompany LCC TaEl
Chzcount rala o B 5.T7D% G
Fukwre £Blary iNCreass 0 2% 5.00% 100
bssympliors Tor markility rales are bazed on The 2005 CEO Table - Gancralionn
(Bralc fh, Socicty of Actpanies). Asswrpsens for dISa=hty ra%es are based on Tha)
Cvambity Skady, Panicd 2 Berefit & (Gocicly of Aduaries).

Az at acermber 29, 2018, tha wweighlod average duralian o the retirames |-ability of
ke Group & 1002 wears 32 2 yeans,

-£9.




Maluiity analysis of 1013l Berefit paymants af lhe Group:

Expesied Benedl Paymanks

Farent
Pariod Corrgany LG TGN ] Tolal
2018 &3, 785 957 P2.7a2 556 PA315,156  F14,B31,460
2020 3826621 368,029 r 4,734 655
2021 £.114 403 <B.Bi0 - A,163, 256
203 d.2a0 a8z 6l 441 ZBE B4 1,532 7TE4
2023 1,082,732 B, 165 ' 1,186, EDE
20242028 21,869 Bal G, 145 550 - 27,005,183

A6 Bt Oecemnbter 31 2019, Ihe reaserablo possible cnanges to cne ¢ the relavarg
BCtusnal aszurmgons hokding oiher assumphors conslan], woukd hava aached Hha
deflned ben«f obligalinn by the: amaunls bednar

1 Percanl 1 Parsent

Inzrcase Choorcasd

Dhigwmirik 151 (PE, 978 056, PA,5:0, %15,
Fulure salany ncrzase rale T B0 283 (6,556,643

These dalrmzd bl plans cxpose e Gronp e adeanal nsks | sodh 35 gngouty
=k, imberzat rada rigk ard marka2 rish.

Azsat-ianmty Matching AL

The Group docs wd pedform ane ALM shidy The owerall invesiment sqlicy and
zlrategy of ther relirement plan s based on b Grogp's satabdiy assousmen;, a

prowided by its inayl bank in complianco with the Bangso Sontral ng Porgingy (BEP
Iequiremenis

2. Earnkmgs Par Sham

Tha fellowanygy lable presents infarmrelon recessany o cafoulala basic and -:.’-Iullml
EFS during La year:

2013 2017 2016
Rat nosrne atlnibulakds b
eoplity holders of the FParen?
Company FIDZ2E53,366 F430,101,221 PS7 552 034
Waignted averags numiacr of
shares cuisianding during
tha year:
Cwristandirey capltal slack at
b g of year A23909,581 492 601 527 2R 443850
EMecl af 3tock dAvadend - - 71,953,537
ERed af aeyuisitcn of
Etdisury shams (1113438}  [15256,425) (1,363.974)
Far pasic FPS 422 TOE B4 2 H427 435 012 1 o )
Eflecl of sk diviglend
dizinumbin 421,431 981 - - .
For dilubed ZFP5 8435, 229,523 427 425 02 29032 417
Easic FPS PO 7154 F1.14a65 F147a0
Cricriad EFPS PO.ABRA F1.14d55 F1.49735




Bagic EPS is caloulated by dividing Lho aet incoma for tha period by |ho weighles
mveran g number of shares outstanding dinag e yaar.

snslruments, The calculalion far 2018 indudes 1he effect of the 100% slask dhaid);
declonad during the year Tho sieck dividend will B2 m3oed oA of he ircrease
authetized capdsl stocl wikch is pending approwel by the SEC as al Detember 31
2018 (Mote 155,

Dilicd EPS & catadated in Iho zama manmer ae basic EPS aduslied for -;u..ti:},
;

23. Finantial Insiremonts

Fingntial Risk Marggomen Ok ectves and Policins

The: Gropp's principal fnarcial inslrumenla @ra comypased o cash in banks. rada
nwild gthker macaivables, markelabb: ceountes, imypsimen) in =tocks, maturnab
Jepdsis, guarantee boeda, trade amd olhor curront liablices, obligetions wnder
financo |case amnd stadrmenl payalde.  The main purpose of Bwese financia
wsiuments 3 10 prowide  finfAncing for ke Sroup's capite’ experditures a
coarebans. The Greup hes variois olher Anancal assets ard liamlhes such & bad
and ather recenvatdes, refindable depos's  guamntas bands, Tade aed othar cumen
labiides, which arige Grecsy fiom ils operatons Tha mea Asks Brsing fom
Group's financ.al Inslrumenls g it sk equity price sk, liquedsyr risk ar
foregn currency fisk. There has been no charge 10 the Sroup's aXpoBurg B2 ke
firgnicsd] risks ar fhe maneer in which it managas and measures fhe nsie. T
Groups BO0 ard riinanemcnl ey and ageres on the pobcses Jor managirg ea
af rence risk= as summansed balow:

Ziedit Rivk

Ther Gegup's receivables ansa mainhy from the ECA wilh PCED and \he Foen
Agrtencr] with PGEG  Jaco tha Grodsr has sigprdicant soncentraton of cedi ns
on ds efevable frem PCEO and PGES, it m e Goqup's poicy thiat all caedil lerme
soedlied in the ELA fawl thi hgense agreemes; am oomplicd widh ard paymen
terrrs e gbsensd WAl respect o obher receivabies, the Gtgup mmages cedi
rick; by framsactew] anly w’th recegnized, ceditepnhy fhind parkes | is the Greop's
policy Hnat the BECO apperoves e majer minssicdigns wilh thind parties  Raeoativiibin
bale 23 Bre moenibed e an onguing bisis wilh 1he phjecive 1hat e Group's
gxpasre 1o bad dekss = nel signfeant

Winh rospecl o crocd nek ansing em the otar inancal assets of the Goup, wh
are composed of cash i banks. masoleka scourilos. invosimends in shochs
refundabde depesis and guararioe bonds, the {PMIp's Copasurn e credif nse anse
from defaud of twa courderparty. wilh 3 Madsmen aEposere equal 1o e Camyirdg
amaunt of thase insmumears.

-A1-



Thett tabla ko shows the meEimum eXposune b aredil risk Tar e Gidap's Tinanss)
a5500F a5 2t Decomber 31, 20048 ard 2017 wilhoul tEking irdo accaonl any collaters)
and gfwer credit enhancermants:

'[ad Faill 2017

Cash in hanks f PRE4BEEISE PddA1 ATT 172
Accaunts recelvabla® & 334,660,222 395721 051
Markata'tle eeouries Ly 186, TO4 %2 174 432 B42
Fafurndabie depaaia T J4 930,837 J1, 823 515
Invesiments In slacks T A&E TOE Q1) 1473983

) GGuaranies bonds™ d:3 a0, 3040 a5, (M0, Do
Total eredik expadure P4, 58T. 778,045 P11 780207 530

ot o NODATEG DGt [F SRTnand SRRt S0 noame of H130 0 milan ged sach R O ke
Aurtird o PRI E Lol 22§ relien s o Qe 37, 2000 ang 7877 ety
YL g5 Lt LR S Lo DR ConPin | rdsnts i e ST leld i dTa il ikt OF it Anial e e

Th {abte below shaws ke aging analyss o receimblas ather inaocis assols a5 A
December 31, 20708 and 2017

2014
Mether Pasxt
O3cq mar
Impalred Impaired Tetal

Actounls aetemable P1E3 441,22 F - P163.441 252
Acoraid riscesniblest 1&8,01EE6 168 015,663
Guarariee: bons" 42, CHH), M) - o2 W, O e}
Refundzba daposits 34 830,697 - 41 838 ETE
hber recorvables ) 4,083 18T 4 3 %3, BT
Fa41 480, 9E2 P . P41 1 480 SED

" ol ek O EeATI Gt OF boanso Bo wnoeTe 08 BT 30 T e and mach om of ateancs paymely o
FA1] malain

=" Ichska o e cRnt Aond Wy CCHYar corrar mrwla oo Ml 20U ST AT ST O TSI e po e An

207

Meieher Frasl

Crue= mor
. - red Irn caired Total
Lccaunls recoivabhnt FJ62 546, 7rE - FoEL, B4R, 7 TE
G rarantas bonds A5 000,000 - S5, THHI, R
Refundable depasils M 826 573 ' 31,628,575
CAher rocowvatias A0T2A7 . 072,273
P32 249 6RE P - P43z 540626

* Ensudres O dnted o il =m0 FUSES friesan
"Sireaidiod A2 b of TSR SO TN | BEads T v i CoenakdnD Haipmpnts of Lnpeas’ g |

Receivabies that are pam due bid mof impaired s slill scfechbe Based on ho
assessment of deblors abity 10 payr and collection agroemenl
|

' 52 -



The 1abic tolw shows 1ho cred s guary of e Group's eeitter past duo nee irnpaircg
Fnancial =s5als pased o their histgrical axpedencs wih ke comasgording i

parisa:
1B
Gredn A Ltk B Orocy C Tolal|
Bl g o cosl
‘=ash w1 banks g4, Aad F1h P . P - Poid BYE 238
TR L N - BT T 100 5HLEXS  16R,B15E53 - 334,550,292
R L2 Cnpeses - 34,331,597 . 34 %10 EOT
Sosenrter WIS - ' a2, O, Gad 2, 000 DIl
Al PP
BARTRARAS A Anrlis 155, Fiu, 552 - - 155, Tl A2
ol Ew oS
__ Fnvergr il in Gk g 155,705 53 - - 15%. 705,930

1,342, 831,657 P23 56,350 P42,000,000 P4,587,. 778,044

Moo Srnk OF (OCEATOT T AF skl eeidn e mcion weier g fn P LK1 mdlen And it ek o
SIS A p TS 06 FE B Tl

0T
iarade A Grode B Grme C Tl

Al amsoriees cosl

Zash i hanks Pa41 1¥T172 F - P - Paq1 17r, 172

B QA T wgliat ATEDSART 145021, 890 3,072,2Ta s F21,0E1

Fhcopn g Jacars - 3 B2B.OTE . a7 328 975

Graardes koS & 000007 - . 35 00 L0
A1 PPl

ARiarkalabha sevadtlis 1 75 4% B2 - ' 108 452 0432
A1 FYac,

L ety in alcoks T3 ok - . 117 508,200

AR EAR 231 PR ELD 2% Pa Y1 1T I.:'1.'-'E|:|?|:I?.E|3-l}
"y S OF ST pl it O d ol p s Al Ccpemhgr I G I

Grada A parlains to those fasn in benks a:d guaranbes beeds bt are depesdad in
egpulabla Tanks, irwesimenls with repofabke publich Ysind companics and
ecoeivabies from FPOS0 which are eonsslenty oolleched beftre the maturty dala
Grade 8 partains o recewabhos e o cofkeded an heir dee dates even wilhout 2h
cffart from the Graup b folmer lem wp Griefe S podains (o reoewabes wheh ane

collected on Iheir doe dales prowded [hat the Sroep made 3 parssslerd o ko
sollect 1her.

Eauiby Prica Rigk

Equity pnce risk o5 tha risk thel the dar velwe &1 equily icvesiments decreases os
redau® of changas in the walua af Indamdual slack. The Grup's current a:posure
efuity rice risk ralalas pimanly b the Groop's quolsd maksiablo scountes an
inyestmanls v £locks, The Group norittes e oguity iovestmcrls kased on markdt
cupaciations. Sgmbear! invislments wilhin the portfolic are matagea on
individual basls and all by and sef dacizions ara approved by the 800,



The fallowirg Labia demonsirabes the sensitivity te 8 reasonably possible thange in
gquity pnge, wath al olher wanrablas held cansianl, of the Growe's corsalidaled

ingoma before income @y and equiky;

tdfakarahle Semanties

Increass {Oecrease} i Edquity Frice

EFResl on Cansalidated Incame
befare Inocam® 158X

I01E

6% PT,7E5 145
[B%a) (7, TG 245
2017
B P3 924, 142
[57%4) (B934, 142
Inyasimants \w Sioeks
Efiecs on Comprabersy'e
Irorease (Oesreass) iin Fquity Price Byes [CaHTHE
2018
8% FI6 456 675
(8%} (36,466,475
P
3%, 21,650,949
(3" (21 £35 049
Lig vidity Risk

Ligmdity nskas (he risk that U Group will b urable 10 meol ite gayment abdgation
whin Shey Il dug under namid! e Siress circumslances and equily 9ecanbes, T
limit 1his 15k, the Groop closciy mordors B cash aws and ensures That cred
fachbes gre availabi: lg meclits chagabens as and whi ey Bill ¢pe The Grou
alzd hak & cammAled fna af cradibthal i Gan aocess la e Lguidity nagds.

The: Gigup mairtaing sudficent sash o fimnice fs gparatons. Aay exoess cash s
invesled in shon-tamm money riwcked placements and oquety seaurdes. Thede se
my i 0 meel the recugnnks foe ad.Sanal capital expenddures, featuricg
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Tne Graup has ransachondl cnrency gaposues. Sueoh EXpoerre anses from cash
in banks and payakbles Lo cerain suppers whicn are denomingted in U5 dollar
(USE). The Groups inangial nstruments which are dancmeaated :n fareign comeray
rslude cash and consotioxy ard sofivwane and licansa fees payesle. The Group
mainaing a a3 accaent la maich 15 {faregn cume 1oy reds’ remants.
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1o PA7 & midkon {E72106,41 1) arad FPRS ¥ mcaen (USE1.0 million), respectively
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Capizl Managgment

The prmany objoctive of the Grovp's rapilal mansgernenl & b safeguard thé
Group's abit In condinue as o 90ing carcam, o 1hak 1L can prowide ratums for
shareholfers ant benefits fzr siher stakehqlders and lo raicta s an satmal captal
slruciyrg 1o reduce ther cost of casigy
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PACIFIC QONLINE SYSTEMS CORPORATICON
A at Decem ber 31, 2018
RECOMCILIATION OF RETAIMNED EARNIMNGS
AVAILABLE FORE DIVIDEND DECLARATION

Total Ratelned Eaminga, beginnlng avellable for dhldend
digtribution

PEEZ, 31,153

Add: Met income during the period closed to Beialned Earmings 3ED, 205,234
Lewis M o)l wiredesesd Qnooma:

Faiz valre adjosiment (kX B gains] {B&,1 EE-.I]"!'E:I
Add MHan-ackadl yrmzslivred logses

Laremed Lo upnse 43 099,437

Lnrzalized Toreign exchangr: [oss - o (cecepl 1boso

atrkutable b Sash ard Cash Equasianis) A34.749_

Sutlatal &7,203,0r90)
Met Income sctualty eatred duning Lhe peniod 3ET 41E,324
Add:

Reyerzal of appopnations 2E0,000, 045

ACquistan of teagury shares 167,777,243

Redlwed ot of Fair walue reseme o8 174,151
Lesa:

Cazi dovicend devcda ed 260,403 452

Sl dividends decdar st L 447 GES 473

TOTAL RETAWED EARNINGS, END AVAILABLE FOR DIVICEND
OISTRELUTION

PrIe 418 841
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PRCIFIC ONLINE SYSTEMS CORPORATION AND SUBSIDIARIES
28tk Flaor, East Tower, PSE Cantre
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