D M. WENCESLAO

V i AND ASSOCIATES, INCORPORATED

NOTICE OF ANNUAL STOCKHOLDERS’ MEETING

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of D.M. WENCESLAO &
ASSOCIATES, INCORPORATED (“DMWAI” or “Company”) will be conducted by remote communication
on June 24, 2021, at 9 o’clock in the morning with the following agenda:

AGENDA!

Call to Order

Certification of Notice and Quorum

Approval of Minutes of the Annual Meeting of Stockholders held on June 24, 2020

Report of the Chief Executive Officer

Election of Directors

Appointment of Punongbayan and Araullo as the Company’s External Auditor for the year 2021
Ratification of all Previous Acts and Resolutions of the Board of Directors, Management, and all
Committees from June 25, 2020 up to June 24, 2021

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

9. Adjournment

Nogak,~rowppE

Only stockholders of record at the close of business hours on May 13, 2021 are entitled to notice of, and to vote
at this meeting.

There will be no physical meeting. Given the current circumstances, stockholders may only attend and participate
in the meeting by remote communication or by voting through the Presiding Officer of the meeting as proxy. Duly
accomplished proxies shall be submitted by email to the Office of the Corporate Secretary at
asm2021registration@dmwai.com for inspection, validation, and recording at least seven (7) days before the
opening of the annual stockholders’ meeting, or on or before June 17, 2021, until 5:00 PM. The Proxy Verification
Committee will inspect, examine, and validate the sufficiency of the proxy forms received. We enclose a sample
proxy form for your convenience.

Stockholders who intend to attend by remote communication shall inform DMWAI by email to
asm2021registration@dmwai.com on or before June 17, 2021, until 5:00 PM. The link to the live webcast of the
meeting shall be sent to the email address of the registered stockholder.

Stockholders may  vote electronically in  absentia, subject to validation procedures.
The procedures for participating in the meeting through remote communication and for casting of votes in absentia
are set forth in the Information Statement.

For the Board of Directors:

ATTY. PAUL MAR M. QUINTO
Corporate Secretary

1 See next page for the explanation for each agenda item.
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EXPLANATION OF AGENDA ITEMS

Call to Order
The Chairman will formally open the meeting at approximately 9:00 o’clock in the morning.

Certification of Notice and Quorum (and Rules of Conduct and Procedure)
The Corporate Secretary, will certify that written notice for the meeting was duly sent to stockholders
and that a quorum exists for the transaction of business.

Pursuant to Sections 57 and 23 of the Revised Corporation Code which allow voting in absentia by the
stockholders, DMWALI has set up a registration and voting mechanism, which may be availed by the
stockholders to register and vote on the matters at the meeting in absentia. A stockholder who votes in
absentia shall be deemed present for purposes of quorum.

Stockholders may attend and participate in the meeting by remote communication. Stockholders who
intend to attend and participate by remote communication shall inform DMWAI by email to
asm202 1registration@dmwai.com on or before June 17, 2021, until 5:00 PM, subject to the procedure
set in Item 18(b) of the Information Statement which is posted on DMWAI’s website.

The following are the rules of conduct and procedures for the meeting:

1. Stockholders may vote by appointing the Presiding Officer of the meeting as proxy, or by
electronic voting in absentia. Stockholders voting by appointing the Presiding Officer as proxy
shall email the duly accomplished proxies for inspection, validation, and recording at least seven
(7) days before the opening of the annual stockholders’ meeting, or on or before June 17, 2021 to
the Office of the Corporate Secretary at asm202 1registration@dmwai.com. Stockholders voting in
absentia, who have previously registered through the registration and voting mechanism provided
by DMWALI may cast their votes electronically at the time provided for in the notice and
mechanism.

2. The items in the Agenda for the approval by the stockholders will need the affirmative vote of
stockholders representing at least a majority of the issued and outstanding voting stock voting in
absentia or voting through the Presiding Officer of the meeting as proxy.

3. Each of the proposed resolutions and/or items in the Agenda will be shown on the screen as the
same is taken up at the meeting.

4. Election of directors will be by plurality of votes and every stockholder will be entitled to cumulate
his votes.

5. The Proxy Verification Committee will tabulate all votes received and an independent third party
will validate the results.

6. The Corporate Secretary shall report the results of voting during the meeting.

7. Stockholders may email to asm202 lregistration@dmwai.com questions or comments to matters
that are relevant and of general concern to them on June 24, 2021 at the time of the Meeting.

8. A link to the recorded webcast of the meeting will be posted on DMWAI’s website after the
meeting. The recording shall be available for access on DMWAI’s website for two (2) weeks after
the meeting.

9. Stockholders shall have two weeks from posting of the recorded webcast to raise to DMWALI any
issues, clarifications and concerns on the matters arising from meeting conducted.

Approval of Minutes of the Annual Meeting of Stockholders held on June 24, 2020

The minutes of the annual meeting of stockholders held on June 24, 2020 is posted at DMWAI’s
website, http://dmwai.com. Copies of the minutes will also be distributed to the stockholders before the
meeting.

A resolution approving the minutes will be presented to the stockholders for approval by the vote of the
stockholders representing at least a majority of the outstanding voting stock voting in absentia or voting
through the Presiding Officer of the meeting as proxy.
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Report of the Chief Executive Officer

The Chief Executive Officer, Mr. Delfin Angelo C. Wenceslao, will deliver a report to the stockholders
on the performance of DMWALI in 2020 and the outlook for 2021. The audited financial statements as
of December 31, 2020 will be included in the Information Statement to be sent to the stockholders of
record at least twenty-one (21) calendar days prior to the meeting.

A resolution noting the report and approving the 2020 audited financial statements will be presented to
the stockholders for approval by the affirmative vote of the stockholders representing at least a majority
of the outstanding voting stock voting in absentia or voting through the Presiding Officer of the meeting
as proxy.

Election of Directors

Any stockholder may submit to the Nomination Committee nominations to the Board no later than May
31, 2021. The Nomination Committee will determine whether the nominees for directors, including the
nominees for independent directors, have all the qualifications and none of the disqualifications to serve
as members of the Board before submitting the nominees for election by the stockholders. The profiles
of the nominees to the Board will be included in the Information Statement.

Appointment of External Auditors and Fixing of its Remuneration

The Audit Committee shall endorse to the stockholders the appointment of an external auditor for the
ensuing year as well as its remuneration. The profile of the external auditor will be included in the
Information Statement.

A resolution for the election of the external auditor and its remuneration will be presented to the
stockholders for adoption by the affirmative vote of the stockholders representing a majority of the
voting stock voting in absentia or voting through the Chairman of the meeting as proxy.

Ratification of all Previous Acts and Resolutions of the Board of Directors, Management and All
Committees from June 25, 2020 up to June 24, 2021

The acts and resolutions of the Board of Directors, Management and all Committees of DMWAI were
those adopted from June 25, 2020 up to June 24, 2021. They include the approval of agreements,
projects, investments, treasury-related matters and other matters covered by disclosures to the Securities
and Exchange Commission and the Philippine Stock Exchange. The acts of the officers were those
taken to implement the resolutions of the Board or its Committees or in the general conduct of business.

A resolution on this agenda item will be presented to the stockholders for approval by the vote of the
stockholders representing a majority of the voting stock voting in absentia or voting through the
Presiding Officer of the meeting as proxy.

Other Matters

The Presiding Officer of the meeting will open the floor for comments and questions by the
stockholders. Stockholders may raise other matters or issues that may be properly taken up at the
meeting.



D.M. WENCESLAO & ASSOCIATES, INCORPORATED
ANNUAL STOCKHOLDERS’ MEETING
VOTING IN ABSENTIA AND/OR PROXY
REGISTRATION FORM

L. Required Information

Type of Participant:
O Individual O Broker O Corporate O Joint
O Others - Please Indicate

Individual or Corporate Name
Contact Number

Email Address :
Name of Authorized Representative :
Number of Shares Held :

I will attend the Remote Stockholders’ Meeting on June 24, 2021:
O YES O NO

Note: The instructions and link to attend the stockholders’” meeting will be sent
to you in the e-mail address you have indicated herein upon valid registration.

II. Required Documents

1. Scanned or digital copy of the Registration Form;

2. A recent photo of the Stockholder/Authorized Representative, with the face
fully visible; and

3. Scanned or digital copy of the front and back portions of the
Stockholder’'s/Authorized  Representative’s valid government-issued
identification card, preferably with residential address.

Additional Documents:

For Joint Accounts- Scanned or digital copy of Authorization Letter
signed by all Stockholders, identifying who among them is authorized to cast
the vote for the account.

For Broker Accounts- Scanned or digital copy of Broker’s Certification on
the Stockholder’s number of shareholdings.

For Corporate Accounts- Scanned or digital copy of signed Secretary’s
Certificate attesting to the authority of the representative to vote for, and on
behalf of the Corporation.

REMINDERS

asm2021registration@dm

Wwai.com

http://dmwai.com/

http://dmwai.com/
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III. Manner of Voting ASSISTANCE

O Voting in Absentia (Please accomplish the ballot below.)
O Appointing the Presiding Officer as Proxy

IV. Ballot

RESOLUTION FOR AGAINST ABSTAIN
Approval of Minutes of the
1. Annual Meeting of Stockholders asm2021@dmwai.com
held on June 24, 2020 (Agenda
Item No. 3)

Election of Directors for 2021-22
(Agenda Item No. 5)

1. Delfin J. Wenceslao Jr.

Number of Votes

2. Delfin Angelo C. Wenceslao

. Paolo Vincent C. Wenceslao

iro@dmwai.com

. Edwin Michael C. Wenceslao

3

4. Carlos Delfin C. Wenceslao
5 -
. asm2021@dmwai.com

. Alberto P. Fenix Jr.

7. Oscar S. Reyes

Appointment of Punongbayan &
Araullo as the Company’s
External  Auditor for 2021
(Agenda Item No. 6)

Ratification of all previous Acts asm2021@dmwai.com
and Resolutions of the Board of
Directors, Management and All
Committees from June 25, 2020
to June 24, 2021 (Agenda Item
No. 7)

V. Data Privacy Disclosure

I hereby give my consent for the Company and its authorized third parties to
collect, store, disclose, transfer, and process my personal data for the purpose
of the live streaming of the 2021 Annual Stockholders’ Meeting in accordance
with the Company’s Data Privacy guidelines and law.

Further to this, I give my consent to the recording of the meeting, to be made

publicly available thereafter on the Company website, as required by the
guidelines promulgated by the Securities and Exchange Commission.

VI. Certification of Registrant




By signing below, I hereby certify the following that:
I am a stockholder of the Company as of Record Date (May 13, 2021).

The number of votes covered by this Ballot shall be in accordance with the total
number of DMW shares registered in my name as of record date.

I have read, understand and shall abide by the Rules, Regulations and Guidelines
issued by the Company to govern the conduct of the Meeting. In the event I act
contrary thereto, the Company has sole discretion to impose its discipline
mechanism);

I understand that the quality of my remote Meeting experience depends on my
internet provider’s services and connectivity. I hold the Company free and harmless
of any liability from any interruption, latency or disconnection from the live streaming
resulting thereto;

In case of an account with joint owners, or an account in an and/or capacity, I have
secured the consent of all other owners in the submission of this Ballot.

In case of a corporate shareholder, Iamthe authorized representative of the
corporation and I am duly authorized to submit this Proxy.

If my shares are lodged with PDTC or registered under the name of a broker, bank
or other fiduciary, I hereby authorize the Company or any of its duly authorized
representative to request and secure the necessary certification from PDTC or my
broker on the number of shares which are registered in my name as of record date
and issue the said Proxy in accordance with this Form.

I further hereby certify that my DMW shares are lodged with the following brokers:
Name of Broker:

Contact Person :
Contact Details :

That any and all information contained in this Registration Form, or provided
in connection herewith, is true and complete and the Company may rely on
the accuracy of any such information.

Name and Signature of Stockholder/Authorized Signatory

Date:




PROXY

The undersigned stockholder of D.M. WENCESLAO & ASSOCIATES, INCORPORATED
(“Company”) hereby appoints DELFIN ANGELO C. WENCESLAO, the Chairman of the meeting, as
my proxy, to act for me and on my behalf, at the 2021 Annual Stockholders’ Meeting of the Company to
be held on June 24, 2021 at 9 o’clock in the morning and at any of the adjournments thereof for the
purpose on acting for the following matters:

RESOLUTION

FOR AGAINST | ABSTAIN

Approval of Minutes of the Annual Meeting of
Stockholders held on June 24, 2020 (Agenda Item
No. 3)

Election of Directors for 2021-2022 (Agenda Item
No. 5)

NUMBER OF VOTES

1. Delfin J. Wenceslao, Jr.

2. Delfin Angelo C. Wenceslao

3. Paolo Vincent C. Wenceslao

4. Carlos Delfin C. Wenceslao

5. Edwin Michael C. Wenceslao

6. Alberto P. Fenix, Jr.

7. Oscar S. Reyes

Appointment of Punongbayan and Araullo as the
Company’s External Auditor for 2021 (Agenda
Item No. 6)

Ratification of all Previous Acts and Resolutions of
the Board of Directors, Management, and all
Committees from June 25, 2020 up to June 24, 2021
(Agenda Item No. 7)

Number of Shares Held

Signature of Stockholder/Authorized Signatory

Date

Printed name of Stockholder



To be valid, digital or scanned copy of this proxy must be submitted on or before June 17, 2021, until 5:00 PM or seven (7) days before the
opening of the annual stockholders’ meeting to the Office of the Corporate Secretary at asm2021reqgistration@dmwai.com.

This proxy, when properly executed, will be voted in the manner as directed herein by the stockholder. If no direction is made, this proxy will be
voted for the election of all nominees and for the approval of all the matters stated above and for such matters as may properly come before the
meeting in the manner described in the Information Statement and/or as recommended by Management or the Board of Directors.

A stockholder giving a proxy has the power to revoke it at any time before the right granted is exercised, by email to
asm2021registration@dmwai.com. A proxy is also considered revoked if the stockholder registers for voting via remote communications or in
absentia.

Notarization of this proxy is not required.
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NOTICE OF ANNUAL STOCKHOLDERS’ MEETING

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of D.M. WENCESLAO &
ASSOCIATES, INCORPORATED (“DMWAI” or “Company”) will be conducted by remote communication
on June 24, 2021 at 9 o’clock in the morning with the following agenda:

AGENDA!

Call to Order

Certification of Notice and Quorum

Approval of Minutes of the Annual Meeting of Stockholders held on June 24, 2020

Report of the Chief Executive Officer

Election of Directors

Appointment of Punongbayan and Araullo as the Company’s External Auditor for the year 2021
Ratification of all Previous Acts and Resolutions of the Board of Directors, Management, and all
Committees from June 25, 2020 up to June 24, 2021

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

9. Adjournment

Nougk~whE

Only stockholders of record at the close of business hours on May 13, 2021 are entitled to notice of, and to vote
at this meeting.

There will be no physical meeting. Given the current circumstances, stockholders may only attend and participate
in the meeting by remote communication or by voting through the Presiding Officer of the meeting as proxy. Duly
accomplished proxies shall be submitted by email to the Office of the Corporate Secretary at
asm2021registration@dmwai.com for inspection, validation, and recording at least seven (7) days before the
opening of the annual stockholders’ meeting, or on or before June 17, 2021, until 5:00 PM. The Proxy Verification
Committee will inspect, examine, and validate the sufficiency of the proxy forms received. We enclose a sample
proxy form for your convenience.

Stockholders who intend to attend by remote communication shall inform DMWAI by email to
asm2021registration@dmwai.com on or before June 17, 2021, until 5:00 PM. The link to the live webcast of the
meeting shall be sent to the email address of the registered stockholder.

Stockholders may  vote  electronically in  absentia, subject to validation  procedures.

The procedures for participating in the meeting through remote communication and for casting of votes in absentia
are set forth in the Information Statement.

For the Board of Directors:

ATTY. PAUL MAR M. QUINTO
Corporate Secretary

1 See next page for the explanation for each agenda item.



EXPLANATION OF AGENDA ITEMS

Call to Order
The Chairman will formally open the meeting at approximately 9:00 o’clock in the morning.

Certification of Notice and Quorum (and Rules of Conduct and Procedure)
The Corporate Secretary, will certify that written notice for the meeting was duly sent to stockholders
and that a quorum exists for the transaction of business.

Pursuant to Sections 57 and 23 of the Revised Corporation Code which allow voting in absentia by the
stockholders, DMWAI has set up a registration and voting mechanism, which may be availed by the
stockholders to register and vote on the matters at the meeting in absentia. A stockholder who votes in
absentia shall be deemed present for purposes of quorum.

Stockholders may attend and participate in the meeting by remote communication. Stockholders who
intend to attend and participate by remote communication shall inform DMWAI by email to
asm2021registration@dmwai.com on or before June 17, 2021, until 5:00 PM, subject to the
procedure set in Item 18(b) of the Information Statement which is posted on DMWAI’s website.

The following are the rules of conduct and procedures for the meeting:

1. Stockholders may vote by appointing the Presiding Officer of the meeting as proxy, or by
electronic voting in absentia. Stockholders voting by appointing the Presiding Officer as proxy
shall email the duly accomplished proxies for inspection, validation, and recording at least seven
(7) days before the opening of the annual stockholders’ meeting, or on or before June 17, 2021
until 5:00pm to the Office of the Corporate Secretary at asm2021registration@dmwai.com.
Stockholders voting in absentia, who have previously registered through the registration and
voting mechanism provided by DMWAI, may cast their votes electronically at the time provided
for in the notice and mechanism.

2. The items in the Agenda for the approval by the stockholders will need the affirmative vote of
stockholders representing at least a majority of the issued and outstanding voting stock voting in
absentia or voting through the Presiding Officer of the meeting as proxy.

3. Each of the proposed resolutions and/or items in the Agenda will be shown on the screen as the
same is taken up at the meeting.

4. Election of directors will be by plurality of votes and every stockholder will be entitled to cumulate
his votes.

5. The Proxy Verification Committee will tabulate all votes received and an independent third party
will validate the results.

6. The Corporate Secretary shall report the results of voting during the meeting.

7. Stockholders may email to asm2021registration@dmwai.com questions or comments to matters
that are relevant and of general concern to them on June 24, 2021 at the time of the Meeting.

8. A link to the recorded webcast of the meeting will be posted on DMWAI’s website after the
meeting. The recording shall be available for access on DMWAI’s website for two (2) weeks after
the meeting.

9. Stockholders shall have two weeks from posting of the recorded webcast to raise to DMWAI any
issues, clarifications and concerns on the matters arising from meeting conducted.

Approval of Minutes of the Annual Meeting of Stockholders held on June 24, 2020

The minutes of the annual meeting of stockholders held on June 24, 2020 is posted at DMWATI’s
website, http://dmwai.com. Copies of the minutes will also be distributed to the stockholders before the
meeting.

A resolution approving the minutes will be presented to the stockholders for approval by the vote of the
stockholders representing at least a majority of the outstanding voting stock voting in absentia or voting
through the Presiding Officer of the meeting as proxy.


http://dmwai.com/

Report of the Chief Executive Officer

The Chief Executive Officer, Mr. Delfin Angelo C. Wenceslao, will deliver a report to the stockholders
on the performance of DMWAI in 2020 and the outlook for 2021. The audited financial statements as
of December 31, 2020 will be included in the Information Statement to be sent to the stockholders of
record at least twenty-one (21) calendar days prior to the meeting.

A resolution noting the report and approving the 2020 audited financial statements will be presented to
the stockholders for approval by the affirmative vote of the stockholders representing at least a majority
of the outstanding voting stock voting in absentia or voting through the Presiding Officer of the meeting
as proxy.

Election of Directors

Any stockholder may submit to the Nomination Committee nominations to the Board no later than May
13, 2021. The Nomination Committee will determine whether the nominees for directors, including the
nominees for independent directors, have all the qualifications and none of the disqualifications to serve
as members of the Board before submitting the nominees for election by the stockholders. The profiles
of the nominees to the Board will be included in the Information Statement.

Appointment of External Auditors and Fixing of its Remuneration

The Audit Committee shall endorse to the stockholders the appointment of an external auditor for the
ensuing year as well as its remuneration. The profile of the external auditor will be included in the
Information Statement.

A resolution for the election of the external auditor and its remuneration will be presented to the
stockholders for adoption by the affirmative vote of the stockholders representing a majority of the
voting stock voting in absentia or voting through the Presiding Officer of the meeting as proxy.

Ratification of all Previous Acts and Resolutions of the Board of Directors, Management and All
Committees from June 25, 2020 up to June 24, 2021

The acts and resolutions of the Board of Directors, Management and all Committees of DMWAI were
those adopted from June 25, 2020 until June 24, 2021. They include the approval of agreements,
projects, investments, treasury-related matters and other matters covered by disclosures to the Securities
and Exchange Commission and the Philippine Stock Exchange. The acts of the officers were those
taken to implement the resolutions of the Board or its Committees or in the general conduct of business.

A resolution on this agenda item will be presented to the stockholders for approval by the vote of the
stockholders representing a majority of the voting stock voting in absentia or voting through the
Presiding Officer of the meeting as proxy.

Other Matters

The Presiding Officer of the meeting will open the floor for comments and questions by the
stockholders. Stockholders may raise other matters or issues that may be properly taken up at the
meeting.



PROXY

The undersigned stockholder of D.M. WENCESLAO & ASSOCIATES, INCORPORATED
(“Company”) hereby appoints DELFIN ANGELO C. WENCESLAO, the Presiding Officer of the
meeting, as my proxy, to act for me and on my behalf, at the 2021 Annual Stockholders’ Meeting of
the Company to be held on June 24, 2021 at 9 o’clock in the morning and at any of the adjournments
thereof for the purpose on acting for the following matters:

RESOLUTION FOR AGAINST ABSTAIN

Approval of Minutes of the Annual Meeting of
Stockholders held on June 24, 2020 (Agenda
Item No. 3)

Election of Directors for 2021-2022 (Agenda

Item No. 5) NUMBER OF VOTES

1. Delfin J. Wenceslao Jr

2. Delfin Angelo C. Wenceslao

3. Paolo Vincent C. Wenceslao

4, Carlos Delfin C. Wenceslao

5. Edwin Michael C. Wenceslao

6. Alberto P. Fenix Jr.

7. Oscar S. Reyes

Appointment of Punongbayan and Araullo as
the Company’s External Auditor for 2021
(Agenda Item No. 6)

Ratification of all Previous Acts and
Resolutions of the Board of Directors,
Management, and all Committees from June 25,
2020 up to June 24, 2021 (Agenda Item No. 7)

Number of Shares Held Signature of Stockholder/Authorized Signatory

Date Printed name of Stockholder

To be valid, digital or scanned copy of this proxy must be submitted on or before June 17, 2021, until 5:00 PM or seven (7) days before the opening
of the annual stockholders’ meeting to the Office of the Corporate Secretary at asm2021registration@dmwai.com.

This proxy, when properly executed, will be voted in the manner as directed herein by the stockholder. If no direction is made, this proxy will be
voted for the election of all nominees and for the approval of all the matters stated above and for such matters as may properly come before the
meeting in the manner described in the Information Statement and/or as recommended by Management or the Board of Directors.

A stockholder giving a proxy has the power to revoke it at any time before the right granted is exercised, by email to
asm2021registration@dmwai.com. A proxy is also considered revoked if the stockholder registers for voting via remote communications or in
absentia.

Notarization of this proxy is not required.




10.

11.

SECURITIES AND EXCHANGE COMMISSION

SEC FORM 20-1S
INFORMATION STATEMENT OF
D.M. WENCESLAO & ASSOCIATES, INCORPORATED
PURSUANT TO SECTION 20
OF THE SECURITIES REGULATION CODE

Check the appropriate box:

[ ] Preliminary Information Statement
[ v ] Definitive Information Statement

Name of Registrant as specified in its charter:
D.M. WENCESLAO & ASSOCIATES, INCORPORATED

Province, country or other jurisdiction of incorporation or organization: Philippines

SEC Identification Number: 26986
BIR Tax ldentification Code: 000-846-618-000

Address of principal office: 15th Floor Aseana 3 D. Macapagal Boulevard corner
Asean Ave., Aseana City, Paraiaque City

Registrant’s telephone number, including area code: (632) 8854-5711

Date time and place of the meeting of security holders:

Date - June 24, 2021
Time : 9 0’clock in the morning

Online web address / URL [/ link: https://teams.microsoft.com/l/meetup-
join/19%3ameeting  YZE50GM30TAtZDdjZSOONTU4LWEOMGItNWI1Y|jFhY]j
c2ZThl%40thread.v2/0?context=%7b%22Tid%22%3a%22016¢9635-539¢-4394-
86d4-59e337cafae7%22%2¢c%220id%22%3a%222f955553-971a-4a74-974e-
27221bcdde6f%22%7d

Approximate date on which the Information Statement is first to be sent or given to
security holders: May 21, 2021

In case of Proxy Solicitations: No proxy solicitation is being made.
Securities registered pursuant to Sections 8 and 12 of the Code or Sections 4 and 8 of

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



Authorized Capital Stock Php4,000,000,000.00

Title of Each Class Number of Shares of Common Stock
Outstanding as of December 31, 2020
Common Shares 3,395,864,100

12.  Areany or all of registrant's securities listed in a Stock Exchange?
Yes[ V'] No[ ]

The 3,395,864,100 common shares of the Corporation are listed with the
Philippine Stock Exchange, Inc. (“PSE”).

Statement that proxies are not solicited:

WE ARE NOT ASKING YOU FOR A PROXY AND YOU ARE REQUESTED NOT TO SEND US
A PROXY.




INFORMATION REQUIRED IN INFORMATION STATEMENT

A. GENERAL INFORMATION

Item 1. Date, Time and Place of 2021 Annual Stockholders’ Meeting

a.
Date :June 24, 2021
Time : 9 o’clock in the morning
Place . Penthouse, Aseana 3, Pres. D. Macapagal Blvd. cor. Asean Ave., Aseana

City, 1701 Parafiaque City

The Information Statement may be accessed by the Corporation’s
stockholders beginning May 21, 2021 at the Corporation’s website
http://dmwai.com.

Approximate Mailing : May 21, 2021
Date of this

Information

Statement

Complete  Mailing : 15th Floor Aseana 3 D. Macapagal Boulevard corner Asean Ave., Aseana
Address City, Parafiaque City

Online web address / URL / link: https://teams.microsoft.com/l/meetup-
join/19%3ameeting YzZE5O0GM3OTAtZDdjZSOONTU4LWEOMGItNWI1Y|jFhYjc2ZThl%40thread.
v2/0?context=%7b%22Tid%22%32%22016c9635-539¢c-4394-86d4-
59e337cafae7%22%2c%220id%22%3a%222f955553-971a-4a74-974e-27221bcdde6f%22%7d

WE ARE NOT ASKING YOU FOR A PROXY AND YOU ARE REQUESTED NOT TO SEND
US A PROXY.

b. Approximate date on which copies of the Information Statement are first to be sent or
given to security holders is on May 21, 2021.

Item 2. Dissenters’ Right of Appraisal

There are no corporate matters or proposed actions included in the Agenda that will be taken
up at the meeting that may give rise to a possible exercise by stockholders of their appraisal
rights. Generally, however, the stockholders of D.M. Wenceslao and Associates, Incorporated
(“Corporation”) have the right of appraisal in the instances enumerated in Section 80 of the
Revised Corporation Code. The instances where the right of appraisal may be exercised are as
follows:

a. In case an amendment to the articles of incorporation has the effect of changing or
restricting the rights of any stockholder 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;

b. 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 Revised
Corporation Code;

c. In case of merger or consolidation; and
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d. In case of investment of corporate funds for any purpose other than the primary purpose
of the corporation.

Any stockholder who wishes to exercise his appraisal right must have voted against the
proposed corporate action. He must make a written demand on the Corporation for payment of
the fair value of his shares within thirty (30) days after the date on which the vote was taken.
Failure to make the demand within such period shall be deemed a waiver of such appraisal
right. If the proposed corporate action is implemented or effected, the Corporation shall pay to
such stockholder, upon the surrender of the certificate or certificates of stock representing his
shares, the fair value thereof as of the day prior to the date on which the vote was taken,
excluding any appreciation or depreciation in anticipation of such corporate action.

If, within a period of sixty (60) days from the date the corporate action was approved by the
stockholders, the withdrawing stockholder and the Corporation cannot agree on the fair value
of the shares, it shall be determined and appraised by three (3) disinterested persons, one of
whom shall be named by the stockholder, another by the Corporation, and the third by the two
thus chosen. The findings of the majority of the appraisers shall be final, and their award shall
be paid by the Corporation within thirty (30) days after such award is made. No payment shall
be made to any dissenting stockholder unless the Corporation has unrestricted retained earnings
in its books to cover such payment. Upon payment by the Corporation of the agreed or awarded
price, the stockholder shall forthwith transfer his shares to the Corporation.

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

a. No director or officer of the Corporation at any time since the beginning of the last
fiscal year, nominee for election as director of the Corporation, nor any of their
associates, have any substantial interest, direct or indirect, by security holdings or
otherwise, in any matter to be acted upon during the Annual Meeting, other than
election to the Corporation’s Board or office.

b. No director of the Corporation has informed the Corporation in writing that he intends
to oppose any action or matter to be acted upon at the meeting.

B. CONTROL AND COMPENSATION INFORMATION

Item 4.Voting Securities and Principal Holders Thereof

a. Class of voting shares

As of May 13, 2021, the Corporation has 3,395,864,100 common shares outstanding, and each
shareholder is entitled to one vote for each share of stock held as of the record date. VVoting
rights are vested on common shares.

b. Record date

The record date with respect to the determination of the stockholders who are entitled to notice
of and to vote at the Annual Stockholders' Meeting is May 13, 2021. All stockholders of record

as of May 13, 2021 are entitled to notice and to vote at the meeting.

C. Election of Directors and Voting Rights and Trust



In the matters to be voted upon in the Annual Stockholders’ Meeting, stockholders of record
as of May 13, 2021 shall be entitled to one vote per share. If he/she/it will vote by proxy, the
Amended By-Laws of the Corporation requires the submission of the duly accomplished proxy
form to the Corporate Secretary, Assistant Secretary, or transfer agent at least seven (7) days
before the actual meeting. Duly accomplished proxies shall be submitted by email for
inspection, validation, and recording to the Office of the Corporate Secretary at
asm2021registration@dmwai.com. The stockholder may revoke the proxy by signed
revocation at least three (3) days before the day of the meeting, by sending the scanned or
digital copy of such signed revocation to asm2021registration@dmwai.com. The revocation
of proxy is without prejudice to the right of the stockholder to vote in absentia upon valid
registration. The Corporate Secretary or a special committee of inspectors composed of the
Corporate Secretary, Assistant Secretary and the transfer agent’s representative should validate
the proxies at least five (5) days before the meeting. The decision of the Corporate Secretary
or the special committee of inspection on the validity of the proxies shall be final and binding
until and unless set aside by a court of competent jurisdiction.

The election of directors should be by ballot and cumulative voting is allowed. Every
stockholder entitled to vote shall have the right to vote, electronically in absentia or by
appointing the Presiding Officer of the meeting as proxy, the number of shares outstanding in
his name at the time of the election. The stockholder may vote his shares for as many persons
as there are directors to be elected.

The stockholder may also cumulate his shares and give one candidate as many votes as the
number of directors to be elected multiplied by the number of his shares shall equal, or he may
distribute them on the same principle among as many candidates he may see fit; provided that
the whole number of votes cast by him shall not exceed the number of shares owned by him
multiplied by the whole number of directors to be elected. There is no condition precedent to
the exercise of the stockholders’ right to cumulative voting. The Corporation is not soliciting
any proxy or any discretionary authority to cumulate votes.

d. Proxy Solicitation.
No proxy solicitation is being made.
Security Ownership of Certain Record and Beneficial Owners and Management

(1) Security Ownership of Certain Record and Beneficial Owners (more than 5% of
the voting shares) as of May 13, 2021

The following persons or groups are known to the Corporation as directly or indirectly the
record or beneficial owners of more than five percent (5%) of the Corporation’s voting
securities as of May 13, 2021:

Title of Name and Address of Name of L :
Class Record Owner, and Beneficial Citizenship N%glfds‘:r?ges Percz?tage
Relationship with Issuer Owner, and Nature of Ownership
Relationship Ownership
with Record (Record
Owner and/or
Beneficial)
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Common  Wendel Holdings Co. See Footnote 1 Filipino 2,136,554,780 62.92%
Inc.? (Majority below. Record and (Record and
Stockholder) Beneficial Owner. Beneficial)
306 E. Rodriguez Sr. Blvd.,
Quezon City
Common PCD Nominee PCD Participants Filipino 637,049,466 18.76%
Corporation,® acting for (Record
(Stockholder) themselves, or for Owner)
G/F MSE Bldg. Ayala their customers.*
Avenue, Makati City Record owner.
Common  Delfin J. Wenceslao Jr. Record and Filipino 578,808,847 17.04%
(Chairman and Director) Beneficial Owner. (Record and
49 Cruzadas St. Urdaneta Beneficial)

Village, Makati City

The shares held by Wendel Holdings Co. Inc. shall be voted or disposed by the persons who
shall be duly authorized by it for the purpose. The natural person/s that has/have the power to
vote on the shares of Wendel Holdings Co. Inc. shall be determined upon the submission of its
proxy form to the Corporation, which is not later than seven (7) days before the date of the
meeting.

Apart from the foregoing, there are no other persons holding more than 5% of the Corporation’s
outstanding capital stock.

(2) Security Ownership of Management as of May 13, 2021 (Record and Beneficial)

As of May 13, 2021, the security ownership of the Corporation’s Management is as follows:

Amount and
Names of Owner Percent
Title of Class and Position Nature of Citizenship of Class
Beneficial
Ownership

(Direct or Indirect)

Directors and Officers

Common  Delfin J. Wenceslao, Jr. 578,808,847 Direct Filipino 17.04%
Chairman, President and
Director

Common  Sylvia C. Wenceslao 15,825 Direct Filipino 0.00%

Vice President for Corporate
Social Responsibility

2 Wendel Holdings Co. Inc. is the parent company of the Corporation. It is beneficially owned by Delfin J. Wenceslao, Jr. — 40%; Syl Wenmom
Holdings Corp. 19.99%, Cardel Wenson Holdings Corp. 9.99%. Edmic Wenson Holdings Corp. 9.99%, Paovinz Wenson Holdings Corp
9.99%, Delan Wenson Holdings Corp. 9.99%, Sylvia J. Wenceslao Carlos Delfin C. Wenceslao, Edwin Michael C. Wenceslao, Paolo Vincent
C. Wenceslao and Delfin Angelo C. Wenceslao — each 0.01%;

8 PCD Nominee Corporation is the registered owner of the shares in the books of the Corporation’s transfer agent. PCD Nominee Corporation
is a corporation wholly-owned by Philippine Depository and Trust Corporation, Inc. (formerly the Philippine Central Depository) (“PDTC”),
whose sole purpose is to act as nominee and legal title holder of all shares of stock lodged in the PDTC. PDTC is a private corporation
organized to establish a central depository in the Philippines and introduce scripless or book-entry trading in the Philippines. Under the current
system of the PDTC, only participants (brokers and custodians) are recognized by PDTC as the beneficial owners of the lodged shares. Each
beneficial owner of shares through his participant is the beneficial owner to the extent of the number of shares held by such participant in the
records of the PCD Nominee. PCD Nominee Corporation is not related to the Corporation.

4 Each beneficial owner of shares, through a PCD participant, is the beneficial owner of such number of shares he owns in his account with
the PCD participant.
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Common  Carlos Delfin C. Wenceslao 1,583 Direct Filipino 0.00%
Vice President for Logistics
and Director
Common  Delfin Angelo C. Wenceslao 1,583 Direct Filipino 0.00%
Chief Executive Officer and
Director
Common  Edwin Michael C. Wenceslao 1,583 Direct Filipino 0.00%
Vice President for Treasury and
Administration
Common  Paolo Vincent C. Wenceslao 1,583 Direct Filipino 0.00%
Chief Operating Officer and
Director
Common  Alberto Victor P. Fenix, Jr. 100 Direct Filipino 0.00%
Independent Director
0 Indirect
Common  Oscar S. Reyes 100 Direct Filipino 0.00%
Independent Director
0 Indirect
CEO and Most Highly Compensated Executive Officers
Common  Carlos Delfin C. Wenceslao 1,583 Direct Filipino 0.00%
Vice President for Logistics
and Director
Common  Delfin Angelo C. Wenceslao 1,583 Direct Filipino 0.00%
Chief Executive Officer and
Director
Common  Edwin Michael C. Wenceslao 1,583 Direct Filipino 0.00%
Vice President for Treasury
and Administration
Common  Paolo Vincent C. Wenceslao 1,583 Direct Filipino 0.00%
Chief Operating Officer and
Director
Common  Heherson M. Asiddao 50,100 Direct Filipino 0.00%
Chief Finance Officer
0 Indirect

(3) Voting Trust Holders of 5% or More

The Corporation is not aware of any person holding 5% or more of the Corporation’s shares

under a voting trust or similar agreement.

(4) Changes in Control

As of May 13, 2021, the Corporation is not aware of any arrangements that may result in a
change in control of the Company.

(5) Foreign Ownership Levels as of May 13, 2021
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Nationality Class of Voting Number of Shares Percentage
Shares
Filipino Common 3,390,559,300 99.8438%
Non-Filipino Common 5,304,800 0.1562%
Total No. of Shares Entitled to Vote 3,395,864,100 100%

Item 5. Directors and Executive Officers

Board of Directors and Executive Officers

The stockholders elected the following members of the Board of Directors (“Board”) during
the Corporation’s Annual Stockholders Meeting in 2020 for a term of one year. The Board

elects the officers of the Corporation annually during its organizational meeting.

Name of Director/Officer Citizenship Position Age

Delfin J. Wenceslao, Jr. Filipino Director, President and 77
Chairman of the Board

Sylvia C. Wenceslao Filipino Vice President for Corporate 76
Social Responsibility

Delfin Angelo C. Wenceslao Filipino Director and Chief Executive 41
Officer

Paolo Vincent C. Wenceslao Filipino Director and Chief Operating 44
Officer

Carlos Delfin C. Wenceslao Filipino Director and Vice President for 49
Logistics

Edwin Michael C. Wenceslao Filipino Director and Vice President for 45
Treasury and Administration

Alberto P. Fenix, Jr. Filipino Independent Director 76

Oscar S. Reyes Filipino Lead Independent Director 75

Atty. Heherson M. Asiddao, CPA® Filipino Chief Finance Officer, Acting 43
Chief Compliance Officer

Atty. Paul Mar M. Quinto Filipino Chief Legal Officer and 51
Corporate Secretary

Atty. Mark S. Gorriceta Filipino Chief Information Officer 43

Rachelle C. Paunlagui® Filipino Investor Relations Officer 35

Atty. Madelyn D. Sarmiento’ Filipino Compliance Officer 35

5> Appointed as Chief Compliance Officer effective July 1, 2020.

& Rachelle C. Paunlagui resigned from the Corporation effective July 31, 2020 for personal reasons.

" Atty. Madelyn D. Sarmiento resigned from the Corporation effective June 30, 2020.
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Since the last annual meeting of 2020, no officer or director has resigned because of a
disagreement with the Corporation on any matter relating to the Corporation’s issuance,
operations, policies or practices.

A summary of the qualifications, business affiliations, and experiences of the incumbent
directors, nominees for directors and incumbent officers for the past five years is set forth
below:

Delfin J. Wenceslao, Jr., Director, President and Chairman of the Board

Mr. Delfin J. Wenceslao, Jr. is the President, Chairman of the Board and co-founder of the
Corporation since April 1965. He is also the President or Chairman of all of the Group
companies. In addition, he is the former President of the Philippine Constructors Association,
a board member of the International Federation of Asian and Western Pacific Contractors’
Associations, and a member of the Chamber of Real Estate & Builders’ Associations, Inc.

Mr. Wenceslao, Jr. is a licensed real estate broker and holds a Bachelor of Science degree in
Economics from the Ateneo De Manila University, a Master of Business Administration degree
and a Doctor of Business Administration from Pamantasan Lungsod ng Maynila.

Sylvia C. Wenceslao, Vice President for Corporate Social Responsibility

Ms. Sylvia C. Wenceslao is the Vice President for Corporate Social Responsibility of the
Corporation since January 1992. She is the President of S Foods, Inc. and D Foods, Inc., the
Vice Chairman of Wendel Construction Company Inc., a director and Vice President of
Fabricom, Inc., the Treasurer of Philippine Ecopanel Inc., Wendel Holdings Company Inc. and
Wendel Osaka Realty Corporation, and a director of Aseana Holdings, Inc. She also holds
executive positions in almost all of the Group companies.

Delfin Angelo C. Wenceslao, Director and Chief Executive Officer

Mr. Delfin Angelo C. Wenceslao is a Director and the Chief Executive Officer of the
Corporation since June 2015. He is the President of Aseana Holdings, Inc., Aseana Gas Energy
Corp. and U-City Technologies Philippines, Inc. He is also the Managing Director of Aseana
Real Estate and Management Corp. He serves as the Chief Executive Officer of ABPEA and
Vice President of Property Management of Aseana Residential Holdings Corp. (formerly
Bowood Holdings, Inc.) and Portal Holdings, Inc. He also serves as an executive officer for
almost all of the Group companies.

Mr. Wenceslao is a licensed real estate broker and holds a Bachelor of Arts degree in
Management Economics from Ateneo de Manila University and a Master of Science degree in
Real Estate Development from Massachusetts Institute of Technology.

Paolo Vincent C. Wenceslao, Director and Chief Operating Officer
Mr. Paolo Vincent C. Wenceslao is a Director and the Chief Operating Officer of the

Corporation since June 2015. He is the President of Wendel Ground Improvement, Inc., and
Vice President of Operations of Aseana Residential Holdings Corp. (formerly Bowood

8 Appointed as Investor Relations Officer effective October 5, 2020 and resigned from the Corporation effective
April 8, 2021.
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Holdings, Inc.), Portal Holdings Inc. and ABCC. He is also the Chief Operating Officer of
ABPEA and serves as a director of a majority of the Group companies.

Mr. Wenceslao is a licensed civil engineer and real estate broker. He holds a Bachelor of
Science degree in Civil Engineering from De La Salle University.

Edwin Michael C. Wenceslao, Director and Treasurer

Mr. Edwin Michael C. Wenceslao is a Director and the Treasurer of the Corporation since
2002. He is the President of Aquadisk Corporation and Managing Director of S Foods Corp.,
D. Foods Corp., P. Foods Inc., Alphainvest Corporation and Grandwen-B Gas Corp. He is the
Chief Financial Officer of ABPEA. He also serves as a director and Treasurer of Aseana
Holdings, Inc., Fabricom, Inc., BAHI and other affiliates of the Corporation. He is a director
and Treasurer of Aseana Residential Holdings Corp. (formerly Bowood Holdings, Inc.),
Aseana Gas Energy Corp. and U-City Technologies Philippines, Inc. He likewise serves as a
director of Portal Holdings, Inc., WHI and other affiliates of the Corporation.

Mr. Wenceslao holds a Bachelor of Arts degree in Humanities with specialization in
Entrepreneurial Management from the University of Asia and the Pacific and a Master of
Business Administration degree from the Ateneo Graduate School of Business. Mr. Wenceslao
also received financial training at Jupiter Asset Management in London, England.

Carlos Delfin C. Wenceslao, Director and Vice President for Logistics

Mr. Carlos Delfin C. Wenceslao is a Director of the Corporation since May 1997. He is the
President of Urban Agro Products, Inc., the Executive Vice President of SHLP-BBP Realty
Inc., and the Corporate Secretary of ABPEA. He is a director and Vice President of Logistics
of Aseana Residential Holdings Corp. (formerly Bowood Holdings, Inc.) and Portal Holdings,
Inc. He is a director of Aseana Holdings, Inc., WHI, and other affiliates of the Corporation.

Alberto P. Fenix, Jr., Independent Director

Dr. Alberto P. Fenix, Jr. was elected as an independent Director of the Corporation on February
23, 2018. He has over 40 years of experience in various industries such as manufacturing,
mining, commercial and investment banking, and real estate. He is a director of SPC Power
Corporation and was also a director of Victorias Milling Company, Inc. He is also the Chairman
and President of Fenix Management and Capital, Inc. and Alpina Realty, Inc., as well as
President of lvoclar Vivadent, Inc.

Dr. Fenix holds a master’s and doctorate degrees in Industrial Management from
Massachusetts Institute of Technology’s Sloan School of Management and a bachelor’s degree
in Mathematics from the Ateneo de Manila University.

Oscar S. Reyes, Independent Director

Mr. Oscar S. Reyes was the former President and Chief Executive Officer of Manila Electric
Company from May 2012 to May 2019, wherein he also served as Senior EVP and COO from
July 2010 to May 2012. Prior thereto, Mr. Reyes was the Country Chairman of the Shell
companies in the Philippines, and the President & CEO of Pilipinas Shell Petroleum Corp.
from May 1997 to December 2011. He held various executive and directorship positions in the
said companies from January 1986 to December 2004.
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Mr. Reyes obtained his Bachelor of Arts, Major in Economics (Cum Laude) from the Ateneo
de Manila University in 1965 and Master of Business Administration (Academic units
completed) from the Ateneo Graduate Business School in 1971. He also attended the Japan
Productivity Center/Asian Productivity Organization Business Management Consultants and
Trainers’ Program, the Waterloo Lutheran University International Management Development
Program in Canada, the Harvard Business School Program for Management Development in
the United States, and the Lensbury Centre Commercial Management Study Program in the
United Kingdom.

Mr. Reyes is currently an Independent Director of Manila Water Company, Pepsi Cola
Products Philippines Inc., Basic Energy Corporation and Cosco Capital Inc., and a member of
the Advisory Council of PLDT Inc., and Bank of the Philippine Islands.

Atty. Heherson M. Asiddao, CPA, Chief Finance Officer, Interim Compliance Officer

Atty. Heherson M. Asiddao is the Chief Finance Officer of the Corporation since 2015. He had
extensive experience as an auditor with Punongbayan & Araullo in the Philippines prior to
joining the Corporation. He also has experience in a real estate company and a listed
construction company. Atty. Asiddao is a member of the Philippine Institute of Certified Public
Accountants and the Integrated Bar of the Philippines. Atty. Asiddao is also the current acting
Chief Compliance Officer of the Corporation.

He holds a Bachelor of Science degree in Accountancy and a Bachelor of Laws degree from
San Beda College.

Atty. Paul Mar M. Quinto, Chief Legal Officer and Corporate Secretary

Atty. Paul Mar M. Quinto is the Chief Legal Officer and Corporate Secretary of the Corporation
since June 25, 2015. He is the in-house Legal Counsel for all of the Group companies and also
possesses legal private practice and other in-house working experience prior to joining the
Corporation.

Atty. Quinto studied and finished his Political Science and Law degrees from the University
of the Philippines and is a Member of the Integrated Bar of the Philippines.

Reiko G. Yaeo Investor Relations Officer

Ms. Reiko G. Yaeo received her Master of Business Administration in 2018 and Bachelor of
Science in Business Administration Major in Business Management degree in 2015, both from
University of Perpetual Help System Laguna. She previously worked as Investor Relations and
Communications Analyst from July 2018 to August 2020, and as a Research Analyst from July
2017 to July 2018.

Atty. Mark S. Gorriceta, Chief Information Officer

Atty. Mark S. Gorriceta, is the Managing Partner of Gorriceta Africa Cauton & Saavedra. He
heads the Corporate Group and Technology Media & Telecommunications Group of the Firm.
With over 17 years in private practice, Atty. Gorriceta has developed an extensive expertise in
complex corporate transactions, commercial contracts and regulatory matters in a range of
areas that impact businesses.
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A member of the Philippine Bar, Atty. Gorriceta graduated law with honors and holds a
Bachelor of Arts - Political Science degree from the Ateneo de Manila University. He
completed certificate courses in Finance at the Asian Institute of Management. He completed
a certificate course in Corporate Finance at Harvard University’s Extension School. He also
completed several Masterclasses on Blockchain, Distributed Ledger & Smart Contracts in
Singapore and Hong Kong. Atty. Gorriceta is a faculty member of the Ateneo de Manila
University’s Center for Continuing Education, and he teaches Mergers & Acquisitions for the
Advanced Module Diploma Course in Corporate Finance. Atty. Gorriceta is currently a Board
Trustee, Corporate Secretary and Chief Legal Officer of the Fintech Philippines Association.
Mark is Vice Chairman of the ICT Committee of the Financial Executives Institute of the
Philippines.

Period of Directorship in the Corporation

Name Term of Office
Delfin J. Wenceslao, Jr. 1 year
Delfin Angelo C. Wenceslao 1 year
Paolo Vincent C. Wenceslao 1 year
Carlos Delfin C. Wenceslao 1 year
Edwin Michael C. Wenceslao 1 year
Alberto P. Fenix, Jr. 1 year
Oscar S. Reyes 1 year

Record of Attendance at the Meetings of the Board

The Record of attendance of the directors at the meetings of the Board held in 2020 is as
follows:

Name No. of Meetings Attended Percent Present
/ Held®
Delfin J. Wenceslao, Jr. 6/6 100%
Delfin Angelo C. Wenceslao 6/6 100%
Paolo Vincent C. Wenceslao 6/6 100%
Carlos Delfin C. Wenceslao 6/6 100%
Edwin Michael C. Wenceslao 6/6 100%
Alberto P. Fenix, Jr. 6/6 100%
Oscar S. Reyes 6/6 100%

Board Performance Assessment

The Board recognizes the importance of regular performance assessments, individually and
collectively as part of their accountability. In this regard, the Board adopts a self-assessment
system to measure the performance of the Board and Management in accordance with the
criteria provided for in the Revised Code of Corporate Governance issued by the Securities and
Exchange Commission.

The annual self-assessment of the Board’s performance includes the performance of the
Chairman, individual members and committees. Every three (3) years, the assessment shall be
supported by an external facilitator.

® In 2020 and during the incumbency of the director.
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The Board, as a body, evaluated its performance by filling out a self-assessment questionnaire
to be used for benchmarking its practices against the expectations set out in the Charter of the
Board of Directors and leading corporate governance practices.

The Board used the results of the self-assessment as its guide in formulating and implementing
plans to prove its performance including but not limited to the identification of relevant training
intended to keep the members up-to-date with corporate governance leading practices,
accounting and auditing standards, risks and controls, as well as specific areas of concern. The
results were validated by the Company’s Compliance Officer.

Nomination for Independent Directors and Procedure for Nomination

In approving the nominations for independent directors, the Corporate Governance Committee
took into consideration the guidelines and procedures on the nomination of independent
directors prescribed in Securities Regulation Code (“SRC”) Rule 38 and the Revised Manual
on Corporate Governance of the Corporation (“Manual”).

The Corporate Secretary of the Corporation shall set a reasonable period for the submission of
nominations of candidates for election to the Board. All nominations for directors submitted in
writing to the Corporate Secretary within such nomination period shall be valid. A stockholder
of record, including a minority stockholder, entitled to notice of and to vote at the regular or
special meeting of the stockholders for the election of directors shall be qualified to be
nominated as a director.

The nominations are forwarded to the Corporate Governance Committee® which shall pre-
screen the qualifications of the nominees and prepare a final list of nominees eligible for
election. No other nominations are entertained after the final list of candidates is prepared.

All the nominees for election to the Board of Directors satisfy the mandatory requirements
specified under the provisions of Sections 2 and 3, Article III of the Corporation’s By-laws.

Committees

In compliance with its Manual, the Corporation has established committees to perform certain
management functions and achieve sound corporate governance, as follows:

(1) Executive Committee
(2) Audit & Risk Committee
(3) Corporate Governance Committee!!

The Corporation adopted the Manual to ensure its compliance with the leading practices on
good corporate governance and related Philippine SEC rules and regulations.

Executive Committee
The Executive Committee acts on specific matters within the competence of the Board as may

from time to time be delegated to the executive Committee under the Corporation’s By-Laws,
except with respect to:

10 Function is currently performed by the Compensation & Remuneration and the Nomination & Election Committees.
11 Function is currently performed by the Compensation & Remuneration and the Nomination & Election Committees.
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(1) Approval of any action for which shareholders’ approval is also required;

(2) Filling of vacancies on the Board or the Executive Committee;

(3) Amendment or repeal of By-Laws or the adoption of new By-laws;

(4) Amendment or repeal of any resolution of the Board of Directors that cannot be
amended or repealed based on the terms of the resolution;

(5) Distribution of cash dividends; and

(6) Exercise of powers delegated by the Board exclusively to other committees, if any.

Audit and Risk Committee

The Audit and Risk committee is responsible for assisting the Board in its fiduciary
responsibilities by providing an independent and objective assurance to its management and
shareholders of the continuous improvement of its risk management systems, business
operations, control, and governance processes. The Committee assists the Board in the
performance of its oversight responsibility for the financial reporting process, system of
internal control, audit process and monitoring of compliance with laws, rules and regulations,
oversight over the external auditors, the nature, scope and expenses of the audit, and evaluation
and determination of any non-audit work and review of the non-audit fees paid to the external
auditors.

Compensation and Remuneration Committee

The Compensation and Remuneration Committee is responsible for objectively recommending
a formal and transparent framework of remuneration and evaluation for the members of the
Board and key executives to enable them to run the Group successfully.

Nomination and Election Committee

The Nomination and Election Committee is responsible for providing the shareholders with an
independent and objective evaluation and assurance that the members of the Board are
competent and will foster long-term success and competitiveness. The nomination and election
procedures of Independent Directors are in accordance with Rule 38 of the SRC and related
regulations.

The appointments of the members of the nomination and election committee will take effect
immediately upon the issuance by the Philippine SEC of the Permit to Sell the Offer Shares of
the Corporation, without any further action required. Members of the Nomination and Election
Committee are Mr. Delfin J. Wenceslao Jr. as the Chairman, Mr. Alberto P. Fenix, Jr. and Mr.
Carlos Delfin C. Wenceslao.

Nomination to the Board of Directors for Election at the Stockholders’ Meeting

The Corporation’s Nomination and Election Committee pre-screened and accepted the
nominations for the following directors:

Delfin J. Wenceslao, Jr.
Delfin Angelo C. Wenceslao
Paolo Vincent C. Wenceslao
Carlos Delfin C. Wenceslao
Edwin Michael C. Wenceslao

asrONE
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6. Alberto P. Fenix, Jr.
7. Oscar S. Reyes

Independent Directors

The nominees for election as independent directors of the Board of Directors are as follows:

Nominee for Independent Persons / Group Relation of (a) and (b)
Director (a) Recommending
Nomination (b)
Alberto P. Fenix, Jr. Wendel Holdings Co. Inc. None

(through Delfin J.
Wenceslao, Jr.)
Oscar S. Reyes Wendel Holdings Co. Inc. None
(through Delfin J.
Wenceslao, Jr.)

The Nomination and Election Committee evaluated the qualifications of the nominees and
prepared the final list of nominees in accordance with the criteria provided in the SRC, the
Corporation’s Manual on Corporate Governance and the Corporation’s By-Laws.

As discussed above, the Nomination and Election Committee is composed of Mr. Delfin J.
Wenceslao, Jr. as the Chairman, together with Mr. Alberto P. Fenix, Jr. and Mr. Carlos Delfin
C. Wenceslao.

Only nominees whose names appear on the final list of candidates are eligible for election as
directors. No nominations will be entertained or allowed on the floor during the annual
stockholders’ meeting.

Significant Employees

The Corporation considers the collective efforts of its employees as vital to its success. The
Corporation does not solely rely on key individuals for the conduct of its business. Therefore,
the resignation or loss of any non-executive employee will not have any significant adverse
effect on its business. No special arrangement with non-executive employees to assure their
continued stay with the Corporation exists other than the standard employment contracts.

Family Relationships

Mr. Delfin J. Wenceslao, Jr. and Ms. Sylvia C. Wenceslao are spouses and the parents of
Messrs. Carlos Delfin, Edwin Michael, Paolo Vincent and Delfin Angelo, all surnamed
Wenceslao. Furthermore, Mr. Delfin J. Wenceslao, Jr. owns a majority stake in Wendel
Holdings Co., Inc., the parent company of the Corporation.

Other than the foregoing, there are no family relationships either by consanguinity or affinity
up to the fourth civil degree among the Directors, executive officers and shareholders of the
Corporation.

Involvement in Certain Legal Proceedings
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To the best of the knowledge and belief of the Corporation and after due inquiry, none of the
Directors, nominees for election as director, or executive officers of the Group, in the five-year
period prior to the date of this report, have:

1) had any petition filed by or against any business of which such person was a general
partner or executive officer either at the time of the bankruptcy or within a two-year
period of that time;

2 been convicted by final judgment in a criminal proceeding, domestic or foreign, or have
been subjected to a pending judicial proceeding of a criminal nature, domestic or
foreign, excluding traffic violations and other minor offenses;

3) been subjected to any order, judgment, or decree, not subsequently reversed, suspended
or vacated, of any court of competent jurisdiction, domestic or foreign, permanently or
temporarily enjoining, barring, suspending or otherwise limiting their involvement in
any type of business, securities, commodities or banking activities; or

4) been found by a domestic or foreign court of competent jurisdiction (in a civil action),
the Philippine SEC or comparable foreign body, or a domestic or foreign exchange or
other organized trading market or self-regulatory organization, to have violated a
securities or commodities law or regulation and the judgment has not been reversed,
suspended, or vacated.

As of this report, the Corporation is not a party to any litigation or arbitration proceedings of
material importance, which could be expected to have a material adverse effect on the
Corporation or on the results of its operations. No litigation or claim of material importance is
known to be pending or threated against the Corporation or any of its properties

Certain Relationships and Related Transactions

The Corporation and its subsidiaries, in their ordinary course of business, engage in
transactions with Wendel Holdings Co. Inc. (“Ultimate Parent Corporation”), associates, joint
ventures and related parties under common ownership and management. In the normal course
of business, the Group grants unsecured and noninterest-bearing cash advances to related
parties for working capital requirements and other purposes. Certain advances to related parties
are secured by an undertaking of another related party to pay in case of default. Outstanding
balances with related parties are unsecured, non-interest bearing, have no fixed repayment and
settlement terms, except for the fees due to the Ultimate Parent Corporation that is payable
beyond twelve (12) months.

On October 28, 2019, the Company adopted a Revised Related Party Transactions Policy as
mandated by the Securities and Exchange Commission. The policy specifies that the Board
shall have the overall responsibility in ensuring that there is a group-wide policy and system
governing related party transactions (RPTs) and other unusual or infrequently occurring
transactions, particularly those which pass certain thresholds of materiality. The policy
includes the appropriate review and approval of material or significant RPTs, which guarantee
fairness and transparency of the transactions.

The Board of Directors reviews and approves all material RPTs, as defined in this policy,
endorsed by the Related Party Transaction Committee. All Board-approved material RPTs may
be subject to ratification by a vote of the majority of the minority shareholders.

\ Related Parties \ Nature of Transaction \
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In 2017, the Group purchased a certain
property from a certain stockholder to be used
for the Group’s residential projects. The
property is presented as part of Property
Development Costs account while the
liability, which was noninterest-bearing and
due upon demand, was fully paid in 2019.

The Group also entered into a lease agreement
with the Ultimate Parent Company for certain
parcels of land with lease term of 30 years. In
2019, in accordance with PFRS 16, the Group
recognized right-of-use asset and lease
liability amounting to P163.8 million for this
lease arrangement. The Group incurred
amortization expense amounting to P5.6
million in 2020, and interest expense
amounting to P12.4 million in 2020 and 2019,
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Aseana Business Park Estate Association

The Group incurred association dues amount
to P32.5 million as a member of APBEA, and
P26.2 million in 2020 as a member of Aseana
Power Station Association Inc.

Outstanding payables, which are due upon
demand, related to these transactions
amounting to P39.4 million and P17.4 million
as of December 31, 2020 and 2019,
respectively, are included as part of Trade
payables.

The Group also recognized income amounting
to P24.1 million in 2020 and P14.4 million in
2019 and 2018 from rendering of various
administrative services to its related parties
and are included as part of Other Operating
Income account in the consolidated
statements of profit or loss. There are no
outstanding receivables related to these
transactions.

BRADCO ..o,
Bay Resources and Development
Corporation

The Group and BRADCO entered into certain
construction contracts in 2016 and prior years
whereby the Group undertook to complete the
design and construction of the roads and
drainage system of certain lots situated at
ABP. The construction was completed in
2017. The related contract receivable, which
is unsecured, noninterest-bearing and payable
in 90 days, amounting to P22.7 million and
retention receivable amounting to P5.0
million as of December 31, 2020.

Wendel Construction Co. Inc. ...............

On October 13, 2010, the Group renewed its
contract of services with a certain related
party under common ownership and
management. Under such contract, the same
related party will provide consultancy,
management and labor services to the Group
upon the latter’s request. Total costs incurred
related to these contracts amounted to P15.1
million for the year 2020. There was no
outstanding liability related to this transaction
as of December 31, 2020 and 2019.
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Aseana CL Beach Marina Development
Corp.

Boracay International Airport and Dev’t
Corporation

European Resources and Technologies Inc.

The Group leases certain parcels of land and
portion of a building to its associates and other
related parties under common ownership and
management for terms ranging from one to 12
years and with annual escalation rate of

2.00%. Rental income from these transactions
amounted to P0.1 million in 2019 and P0.2

Philippine Ecopanel, Inc.
Wendel Construction Co., Inc.

................................................... million in 2018. There was no similar
transaction in 2020. There were no
outstanding  receivables  from  these

transactions as of December 31, 2020.

Retirement Fund .............................. The Group is in the process of establishing a
non-contributory post-employment benefit
plan that is being administered by a trustee
bank. The quoted equity securities included in
the plan assets pertain to the shares of the
Parent Company measured at its fair value as

of December 31, 2020.

We paid short-term benefits, including
salaries and allowances, bonuses and other
employee benefits to certain key management
personnel, which amounted to P59.8 million
for the year ended December 31, 2020.

Key Management Personnel ...............

For further information on the Company’s related party transactions, including detailed
breakdowns of amounts receivable from and amounts payable to affiliated companies, see Note
26 to the Corporation’s financial statements as of and for the calendar year ended December
31, 2020.

Resignation of directors

No director has resigned from the Board during the period of June 25, 2020 to June 24, 2021.
To date, no director has resigned nor declined to stand for re-election for the Board due to any
disagreement with the Corporation relative to the Corporation’s operations, policies and
practices.

Item 6. Compensation of Directors and Executive Officers

Executive Officers

The following table sets out the Corporation’s Chief Executive Officer (“CEQ”) and the four
most highly compensated executive officers for the year ended December 31, 2020:
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Name of Position

Director/Officer
Delfin Angelo  C. Director and Chief Executive Officer
Wenceslao
Paolo  Vincent C. Director and Chief Operating Officer
Wenceslao
Edwin Michael = C. Director and Treasurer
Wenceslao
Carlos  Delfin  C. Director and Vice President for Logistics
Wenceslao
ﬁgti)é.daoHeherson M. Chief Financial Officer and Acting Chief Compliance Officer

The following table identifies and summarizes the aggregate compensation of the CEO and the
four most highly compensated executive officers, as well as the aggregate compensation paid
to all other officers and Directors as a group, for the years ended December 31, 2019, 2020 and
projected total annual compensation for 2021:

Name and Position Year Salary Other Variable Pay
(Php million)
CEO and the four most Actual 2019 22 M 2M

highly ~ compensated
executive officers, Actual 2020 22M 2M
namely:

Projected 2021 24.4M 2M
1. Delfin Angelo

C. Wenceslao
2. Paolo Vincent
C. Wenceslao
3. Edwin Michael
C. Wenceslao
4. Carlos Delfin
C. Wenceslao
5. Atty. Heherson
M. Asiddao

Aggregate Actual 2019 522 M 4 M
compensation paid to
all other officers and Actual 2020 55.8M 4M

Directors as a group
unnamed Projected 2021 61.8M 4M

Section 5, Article 111 of the By-Laws of the Corporation provides that the Board may provide
a reasonable per diem allowance for the attendance of directors at each Board meeting. The
Board may also provide fees for its members as compensation for services rendered as such,
provided that the amount of such fees received as directors shall not exceed ten percent (10%)
of the net income before tax of the corporation during the preceding year and should be
approved by the stockholders representing at least a majority of the outstanding capital stock
in a regular or special stockholders’ meeting.
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Members of the Board of Directors are given a standard per diem of P50,000 per Board
meeting.

The total annual compensation paid to the CEO and the four most highly compensated
executive officers was all paid in cash.

The total annual compensation includes the basic salary and other variable pay (guaranteed
bonus and performance bonus).

Standard Arrangements

Other than payment of reasonable per diem of P50,000 for every meeting of the Board of
Directors, there are no standard arrangements pursuant to which the Corporation’s Directors
are compensated, directly or indirectly, for any services provided as a director.

Other Arrangements

There are no arrangements pursuant to which any of the Corporation’s Directors is
compensated, directly or indirectly, for any service provided as a director.

The Corporation has no other arrangement with regard to the remuneration of its non- executive
directors aside from the compensation received as herein stated.

Warrants and Options Outstanding

There are no outstanding warrants or options held by the CEO of the Corporation, the named
executive officers, and all other officers and Directors as a group.

Item 7. Independent Public Accountants

Punongbayan & Araullo, a member firm of Grant Thornton International Ltd., has audited the
Consolidated Financial Statements of the Corporation as of and for the years ended December
31, 2017, 2018, 2019 and 2020.

Punongbayan & Araullo has acted as the external auditor of the Corporation since 2010. John
Endel S. Mata is the current audit partner of the Corporation who has served as such for the
year 2019 up to present.

The Board approved the re-appointment of Punongbayan & Araullo as the Corporation’s
external auditor for 2019. The re-appointment of Punongbayan & Araullo will be presented to
the stockholders for their approval at the 2021 Annual Stockholders’ Meeting. Endel S. Mata
will be the partner-in-charge for the year 2021.

The representatives of Punongbayan & Araullo are expected to be present at the Annual

Stockholders’ Meeting and will have the opportunity to make a statement if they desire to do
so and are expected to be available to respond to appropriate questions.
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Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

The Corporation has not encountered any material disagreements on accounting and financial
disclosures with its current external auditor for the same periods or any subsequent interim
period. Punongbayan & Araullo has neither shareholdings in the Corporation nor any right,
whether legally enforceable or not, to nominate persons or to subscribe for the securities of the
Corporation. Punongbayan & Araullo will not receive any direct or indirect interest in the
Corporation or in any securities thereof (including options, warrants or rights thereto) pursuant
to or in connection with the Offer. The foregoing is in accordance with the Code of Ethics for
Professional Accountants in the Philippines set by the Board of Accountancy and approved by
the Professional Regulation Commission.

Item 8. Compensation Plans
The Corporation has not yet approved any stock option plans for its employees. No matters or
actions with respect to any compensation plan pursuant to which cash or non-cash

compensation may be paid or distributed will be taken up during the meeting.

C. ISSUANCE AND EXCHANGE OF SECURITIES

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

There are no matters or actions to be taken up with respect to authorization or issuance of
securities.

Item 10. Modification or Exchange of Securities

There are no matters or actions to be taken up for the modification of any class of the
Corporation’s securities or the issuance or authorization for issuance of one class of the
Corporation’s securities in exchange for outstanding securities of another class.

Item 11. Financial and Other Information

a. Management’s Discussion and Analysis, External Auditor’s Fees and Services, Brief
Description of Registrant’s Business and Subsidiaries and Market Price of Shares and
Dividends on Registrant’s Common Equity — Exhibit “A”

b. 2020 Annual Report — Exhibit “B”

c. 1St Quarter 2021 Unaudited Consolidated Financial Statements — Exhibit “C”12

d. 2020 Annual Stockholders’ Meeting Minutes — Exhibit “D”*3

Item 12. Mergers, Consolidations, Acquisitions and Similar Matters

12 This will be included in the Definitive Information Statement.

13 The 2020 Annual Stockholders’ Meeting Minutes provides for the following information, pursuant to Section 49 of the Revised Corporation
Code:

a. A description of the voting and vote tabulation procedures used in the meeting;

b. A description of the opportunity given to stockholders or members to ask questions and a record of the questions asked and answers
given;

C. The matters discussed and resolutions reached;

A record of the voting results for each agenda item; and
e.  Alist of the directors, officers and stockholders who attended the meeting.
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There are no matters or actions to be taken up in the meeting with respect to a merger,
consolidation, acquisition by, sale or liquidation of the Corporation.

Item 13. Acquisition or Disposition of Property

There are no matters or actions to be taken up in the meeting with respect to an acquisition or
disposition of any property by the Corporation requiring stockholders’ approval.

Item 14. Restatement of Accounts

There is no action to be taken with respect to the restatement of any asset, capital, or surplus
account of the Corporation.

D. OTHER MATTERS
Item 15. Action with Respect to Reports

The minutes of the Corporation’s previous regular stockholders’ meeting will be presented to
the stockholders for approval.

The Corporation will present its Annual Report and Audited Financial Statements for the year
ending December 31, 2020.

Item 16. Matters Not Required to be Submitted

There are no matters or action to be taken up in the meeting that are not required to be submitted
to a vote of security holders.

Item 17. Other Proposed Actions

a. Ratification of all previous acts and resolutions of the Board of Directors, Management
and All Committees from June 25, 2020 up to June 24, 2021.

b. Election of the members of the Board, including the Independent Directors, for the
ensuing year.

c. Appointment of the external auditor and fixing of its remuneration.

Item 18. Voting Procedures
(@) Vote Required
The vote for each item proposed for approval by the stockholders is as follows:

I.  With respect to the election of directors, nominees who receive the highest number of
votes will be declared elected.

ii.  For all other matters to be taken up, the affirmative vote of at least a majority of the
issued and outstanding capital stock entitled to vote and represented at the annual
stockholders’ meeting is required.

In the case of proxies, the votes should be cast in such manner and by such person as directed
in the proxy.
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(b) Method of Voting

In all items for approval, each voting share of stock entitles its registered owner as of the record
date to one vote.

In the election of directors, straight and cumulative voting shall be allowed. Each stockholder
may vote such number of shares for as many persons as there are directors to be elected or he
may cumulate the shares and give one nominee as many votes as the number of directors to be
elected multiplied by the number of his shares, or he may distribute them on the same principle
among as many nominees as he shall see fit; provided that, the whole number of votes cast by
him shall not exceed the number of shares owned by him multiplied by the total number of
directors to be elected.

Upon registration at the annual stockholders’ meeting, each stockholder will be given a ballot
to enable him to vote in writing on each item or proposal in the Agenda. All votes will be
counted and tabulated by the Election Committee composed of representatives from the Office
of the Corporate Secretary.

Registration for the annual stockholders’ meeting and tabulation of votes shall be conducted in
the following manner:

(1) Registration is to commence by the filing of a scanned or digital copy of the completed
Registration ~ Form  together ~ with  other  required  documents to
asm2021registration@dmwai.com beginning June 3, 2021 at 8:00am until June 17,
2021 at 5:00pm.

(2) The stockholder has the option to either vote in absentia, in which case the stockholder
will have to complete the ballot attached to the Registration Form; or to appoint the
Presiding Officer of the meeting as Proxy.

(3) Subject to validation by the Company, the stockholder will receive an email confirming
their valid registration which shall also contain the link to the live webcast of the
Meeting. The Proxy Verification Committee will tabulate all votes received through
Proxy or in absentia, and an independent third party will validate the results. Validation
and final tally of votes through Proxy or in absentia shall be released on or before June
21, 2021.

(4) Stockholders who notified the Company of their intent to attend the meeting remotely
can either vote in advance or during the meeting through the link provided to their email
addresses. VVotes are subject to the validation of an independent third party.

Please refer to Annex “A” for the detailed instruction on electronic voting.

[Signature Page Follows]
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SIGNATURE PAGE

After reasonable inquiry and to the best of my knowledge and belief, | certify that the
information set forth in this report is true, complete and correct. This report is signed on in the
City of on 2021.

D.M. WENCESLAO & ASSOCIATES, INCORPPORATED

By:

ATTY. PAUL MAR M. QUINTO
Corporate Secretary and Chief Legal Officer

30



ANNEX A
D.M. WENCESLAO & ASSOCIATES, INCORPORATED
INTERNAL PROCEDURES FOR ELECTRONIC VOTING IN ABSENTIA AND/OR
BY PROXY ON STOCKHOLDERS’ MEETING

I. Coverage

Stockholders of D.M. Wenceslao & Associates, Incorporated (“DMWAI” or “Company”’)
who are unable to physically attend the Company’s Annual Stockholders” Meeting on June
24, 2021and who have: (a) appointed the Presiding Officer of the meeting as Proxy, or (b)
upon valid registration chose to electronically vote in absentia after advising the Company
of their intention to attend the Meeting remotely.

Il. Registration
1. Who may Register - Stockholder’s of Record as of May 13, 2021.

2. When to Register- Registration period for Stockholders who intend to appoint the
Presiding Officer of the meeting as Proxy, or to electronically vote in absentia shall
start on June 3, 2021 at 8:00am until June 17, 2021 at 5:00pm, Philippine time
(“Registration Period”). Beyond this date and time, Stockholders may no longer avail
of the option to electronically vote in absentia.

3. How to Register - The Shareholder must send a scanned or digital copy of their
Registration Form, herein attached, together with the following documents, through (a)
the Company, or (b) the Brokerage Firm, or (c) the Stock Transfer Office, to the email
address asm2021registration@dmwai.com within the Registration Period, for
validation.

Individual Stockholders —

a. A recent photo of the Stockholder, with the face fully visible;

b. Scanned or digital copy of the front and back portions of the Stockholder’s valid
government-issued identification card, preferably with residential address; and

c. Contact number of the Stockholder.

Stockholders with Joint Accounts —

a. Scanned or digital copy of authorization letter signed by all Stockholders
identifying who among them is authorized to cast the vote for the account;

b. A recent photo of the authorized Stockholder, with the face fully visible;

c. Scanned or digital copy of the front and back portions of the authorized
Stockholder’s valid government-issued identification card, preferably with
residential address; and

d. Contact number of the authorized Stockholder.

Broker Accounts —

a. Scanned or digital copy of broker’s certification on the Stockholder’s number of
shareholdings;
b. A recent photo of the Stockholder, with the face fully visible;
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€. Scanned or digital copy of the front and back portions of the Stockholder’s valid
government-issued identification card, preferably with residential address; and
d. Contact number of the Stockholder.

Corporate Stockholders —

a. Scanned or digital copy of signed secretary’s certificate attesting to the authority
of the representative to vote for, and on behalf of the Corporation;

b. A recent photo of the stockholder’s representative, with the face fully visible;

c. Scanned or digital copy of the front and back portions of the valid government-
issued identification card of the Stockholder’s representative, preferably with
residential address; and

d. Contact number of the Stockholder’s representative.

Stockholders with incomplete requirements will not be able to register online and vote
electronically in absentia, but may still vote by sending a proxy (appoint the Presiding
Officer of the meeting as proxy) to the Annual Stockholders’ Meeting.

4. Validation of Registration. The validation of the Stockholder’s Registration Form
shall be completed by the Company within three (3) business days from receipt thereof.

The Company will send an email confirming successful validation of the Stockholder’s
registration.

Please note that submission of incomplete or inconsistent information will result in an
unsuccessful registration.

The Registration Form can be accessed and downloaded at our website
http://dmwai.com/

Note: In light of the recent events and government pronouncements and guidelines
surrounding the COVID-19 pandemic, the Company shall allow electronic signature
for the required documents, as applicable. Notarization requirement shall also be
dispensed with at this time. However, the Company reserves the right to request
additional information, and original signed and notarized copies of these documents at
a later date, as it deems necessary.

5. Unregistered Stockholders. Unregistered Stockholders are requested to notify the
Company by email to asm2021registration@dmwai.com by June 17, 2021, until
5:00 PM, of their intention to participate in the Annual Stockholders’ Meeting by
remote communication. For validation purposes, unregistered Stockholders shall also
provide the Company the following information: (i) name; (ii) address; (iii) telephone
number and (iv) the required documents as listed above.

I11. Right to Vote
1. The Stockholder Appointing the Presiding Officer as Proxy:
Stockholders may give the Presiding Officer the authority to vote in all matters for

approval, by appointing the Presiding Officer as Proxy in the Stockholders’ Registration
Form.
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2. The Stockholder Voting in Absentia:

a. For items other than the Election of Directors, the registered Stockholder has the
option to vote: For, Against, or Abstain. The vote is considered cast for all the
registered Stockholder’s shares.

b. For the Election of Directors, the registered Stockholder may vote for all nominees,
not vote for any of the nominees, or vote for some nominees only, in such number of
shares as preferred by the Stockholder, provided that the total number of votes cast
shall not exceed the number of shares owned, multiplied by the number of directors
to be elected.

The votes cast in absentia will have equal effect as votes cast by proxy.
3. Stockholder Participating through Remote Communication:

Stockholders participating through remote communication may electronically vote
during the Annual Stockholders’ Meeting provided they have validly registered within
the Registration Period.

Upon successful registration, registered Stockholders will receive an electronic mail
(through the email address provided in their Registration Form) with a link, through
which they can cast their vote.

IVV. Tabulation & Validation of VVotes in Absentia or by Proxy

The Proxy Verification Committee will tabulate all votes received through Proxy or in
absentia, and an independent third party will validate the results. Validation and final
tally of votes through Proxy or in absentia shall be released on or before June 21, 2021.

V. Determination of Quorum

Only those Stockholders who have notified the Company of their intention to participate
in the Annual Stockholders’ Meeting by remote communication, and who have
successfully registered during the Registration Period, together with the Stockholders
who voted by proxy or in absentia will be included in the determination of quorum.

VI.  Access to the Live Meeting
The Company will send the registered Stockholders the link to the live webcast of the
Annual Stockholders’ Meeting at least two (2) business days prior to the date of the
Meeting.
For any technical assistance, Stockholders may send their questions or concerns prior to the
date of the meeting via email to asm2021@dmwai.com with the subject “Technical
Assistance”. The IT Team of the Company shall assist the Stockholders on their questions and
concerns.

VII. Stockholders’ Questions/Comments During the Meeting
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Stockholders may send their questions and/or comments during the meeting at
asm2021@dmwai.com. The Corporate Secretary, or his designated representative, shall
raise these questions on behalf of the Stockholder.

VIIl. Recording of the Annual Meeting

Upon adjournment, the Company shall post the link to the recorded webcast of the
Annual Stockholders’ Meeting on the Company’s website, for two (2) weeks. Within this
period, Stockholders may raise to the Company any issues, clarifications and concerns
on the Annual Stockholders’ Meeting conducted.

For any clarifications, Stockholders may contact the Company’s Office of the Investor
Relations Officer at iro@dmwai.com or the_Office of the Corporate Secretary at
asm2021@dmwai.com.
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Upon the written request of a stockholder, the Company undertakes to furnish said
stockholder with a copy of SEC Form 17-A, free of charge. Any written request for a copy
of SEC Form 17- A shall be addressed to the following:

D.M. WENCESLAO & ASSOCIATES, INCORPPORATED
15th Floor Aseana 3 D. Macapagal Boulevard corner
Asean Ave., Aseana City, Parafiaque City

ATTENTION TO: ATTY. PAUL MAR M. QUINTO
Corporate Secretary and Chief Legal Officer

35



EXHIBIT “A”

MARKET FOR ISSUER'S COMMON EQUITY AND
RELATED STOCKHOLDER MATTERS

Market Information

The Company’s shares of stock are officially listed in the Philippine Stock Exchange on
June 29, 2018.

As of December 31, 2020, the closing price of the Company’s shares of stock is P7.60/share.

Philippine Stock Exchange
Prices (in PhP/Share)

2021 2020 2019
High Low Close High Low Close High Low Close
First Quarter 7.60 6.55 6.90 9.80 6.55 7.00 11.72 7.70 11.60
Second Quarter - - - 7.24 6.19 6.20 12.38 9.34 9.75
Third Quarter - - - 6.37 5.21 5.21 11.40 8.75 9.75
Fourth Quarter - - - 8.26 5.08 7.60 10.42 9.50 9.90

As of April 30, 2021, the closing price of the Company’s shares is P6.90/share.

Shareholders
There are 26 registered holders of common shares of the Company as of March 31, 2021.

The following are the registered holders of the common equity securities of the Company:

Stockholder Name No. of Shares % to Total
Shares
1.  Wendel Holdings Co., Inc. 2,136,554,780 62.92
2. PCD Nominee Corporation — Filipino 644,888,866 18.99
3. Delfin Wenceslao Jr. 578,808,847 17.04
4. High-Viewpoint Minds, Inc. 17,103,399 0.50
5. Intelli Searchrev Corporation 9,788,400 0.29
6. PCD Nominee Corp — Non-Filipino 5,305,999 0.16
7. Sysmart Corporation 1,538,000 0.05
8. Intelli Searchrev Corporation 1,152,600 0.34
9. Serafin U. Salvador Jr. 240,000 0.00
10. Serafin U. Salvador Jr. 166,700 0.00
11. Ariane Dominique Marie M. Moreno 142,300 0.00
12. Serafin Salvador Jr. 50,000 0.00
13. Joselito C. Herrera 5,000 0.00
14. Ma. Christmas R. Nolasco 3,000 0.00
15. Jaybee C. Baraquel 1,000 0.00
16. Jesus San Luis Valencia 1,000 0.00
17. Gabrielle Claudia F. Herrera 500 0.00
18. Nadezhda Iskra F. Herrera 500 0.00
19. Milagros P. Villanueva 500 0.00

20. MyraP. Villanueva 500 0.00



Stockholder Name No. of Shares % to Total

Shares
21. MyrnaP. Villanueva 500 0.00
22. Marietta V. Cabreza 500 0.00
23. Alberto Victor P. Fenix Jr. 100 0.00
24. Oscar Sison Reyes 100 0.00
25. Gerardo L. Salgado 8 0.00
26. Botschaft N. Cheng or Sevila Ngo 1 0.00
Dividends
Class Declaration Date Amount Record Date Payment date

Common shares February 15,2019 119,999,650 March 4, 2019 March 28, 2019
Common shares April 24, 2020 159,999,533 May 11, 2020 June 4, 2020

Common shares March 3, 2021 159,999,533 March 22, 2021 April 8, 2021



MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION
2020

DMW?’s Net Income Reaches P2.13 Billion in 2020

Financial and Operational Highlights
(In Millions Pesos, except for financial ratios and percentages)

Twelve months ended December 31
(AUDITED)

% to % to %
2020 Revenues 2019 Revenues  Change

Profit & Loss Data

Revenues 2,734 100% 3,513 100% -22%
Cost of services and sales 663 24% 694 20% -4%
Gross profit 2,071 76% 2,819 80% -27%
Other operating expenses - net 351 13% 548 15% -36%
Other income (expenses) 1,079 39% 1,056 30% 2%
Net income attributable to
owners of the Parent company 2,131 78% 2,374 68% -10%
Dec 31 % to Total Dec 31 % to Total %
2020 Assets 2019 Assets Change
Balance Sheet Data
Total Assets 32,870 100% 31,267 100% 5%
Total Liabilities 10,586 32% 10,734 34% -1%
Total Equity attributable to
owners of the Parent company 21,704 66%0 19,987 64% 9%
As of the period ended
Other Key Financial Ratios December 31, 2020 December 31, 2019
Current Ratio 1.42 1.61
Debt to Equity 6% 3%
Return on Equity 10% 12%
Net income contribution 79% 64%
Recurring Income Contribution 2% 56%
As of the period ended
Key Operating Data December 31, 2020 December 31, 2019
Total leased land area (sq.m.) 158,079 158,079
Total leasable floor area (sg.m.) 90,712 89,914
Total occupancy rate 93% 98%

(leased buildings) (%0)



Revenue

Total consolidated revenue decreased by P779.0 million, or 22.2%, from P3,513.4 million in
2019 to P2,734.4 million in 2020, primarily due to the following:

Rentals

Our total rental revenue from rentals increased by P1.5 million, or 0.1%, from P1,958.8
million in 2019 to P1,960.3 million in 2020.

o Rentals of Building. Rentals of building increased by P15.6 million, or 2.0%,
from P793.5 million in 2019 to P809.1 million in 2020. The increase was
primarily attributable to the renewal of contract of lease with a higher lease rate.
In October 2020, the Group acquired certain property in Makati. Our total
aggregate leasable floor area increased from 89,914 sq.m in 2019 to 90,712 sq.m
in 2020.

o Other revenue. Other revenue decreased by P13.5 million, or 7.3%, from
P186.2 million in 2019 to P172.7 million in 2020. The decrease was primarily
attributable to the decrease in reimbursable charges and parking collections as
an effect of the pandemic.

Land Sales

No sale of land in Aseana City was transacted for the twelve months ended December
31, 2020. Sale of lots in Aseana City amounted to P935.9 million for the same period
of 20109.

Construction Contracts

Total construction revenue decreased by P46.3 million, or 65.1%, from P71.1 million
in 2019 to P24.8 million in 2020 primarily due to the decrease in construction activities
rendered to external customers due to pandemic. Also, in 2020, the Group started to
focus its construction resources in completing its on-going internal projects.

Sale of Condominium Units

The revenue from sale of condominium units increased by P201.6 million, or 36.8%,
from P547.7 million in 2019 to P749.3 million in 2020. This increase was attributable
primarily to the increase in the number of units, both for Pixel and MidPark project,
that are qualified for revenue recognition in 2020 compared to units for the same
period in 2019. Furthermore, there’s an increase in incremental percentage of
completion in 2020 compared to the incremental percentage of completion for the
same period in 2019. As of December 31, 2020, Pixel and Midpark project has a
percentage of completion of 92.2% and 16.2%, respectively.



Cost of Services and Sales

Our consolidated cost of services and sales decreased by P31.2 million, or 4.5%, from
P694.3 million in 2019 to P663.1 million in 2020.

Rentals

Costs of rentals decreased by P29.9 million, or 11.2%, from P267.2 million in 2019 to
P237.3 million in 2020. The decrease was primarily attributable to decrease in cost of
utilities and building maintenance as a result of the pandemic.

Land Sales

Costs of land sales decreased by P66.7 million, or 100%, from 2019. As discussed in a
previous paragraph, there was no land sale in 2020.

Construction Contracts

Costs of construction contracts decreased by P29.5 million, or 64.3%, from P45.9
million in 2019 to P16.4 million in 2020. Most of the Group’s construction activities in
2020 are internal projects.

Sale of Condominium Units

Cost of sale of condominium units increased by P95.0 million, or 30.2%, from P314.5
million in 2019 to P409.5 million in 2020. The increase was attributable primarily to
the increase in percentage of completion of Pixel Residences and MidPark Towers as
well as the related cost of additional units which are qualified for revenue recognition.

Other Operating Expenses - net

Other operating expenses - net decreased by P197.3 million, or 36.0%, from P548.2 million in
2019 to P350.9 million in 2020.

Other Operating Income

Other operating income increased by P93.7 million, or 172.7%, from P54.3 million in
2019 to P148.0 million in 2020 mainly due to the sale of air rights and reversal of
expected credit loss on receivables previously accrued in prior years.

Operating expenses

Operating expenses decreased by P103.6 million, or 17.2%, from P602.5 million in
2019 to P498.9 million in 2020. The decrease was attributable primarily to (i) decrease
in commissions of P92.4 million for sales agents due to decrease in sales take up (ii)
decrease in depreciation expense due to fully depreciated property and equipment of
P7.9 million.



Other Income (net)

Other income increased by P23.1 million, or 2.2% from total net other income of P1,056.3
million in 2019 to total net other income of P1,079.4 million in 2020 primarily due to the
following:

Finance Income

Finance income decreased by P205.9 million, or 69.2%, from P297.3 million in 2019
to P91.5 million in 2020. The decrease was attributable primarily to the maturity of
short-term placements.

Other Income

Other Income decreased by P150.0 million, or 17.6%, from P850.0 million in 2019 to
P1,000.0 million in 2020. In 2020, the Group reversed the Advances to ADI amounting
to P1.0 billion upon the prescription of these advances and the completion of all
administrative matters relating to the CA and SA in 2020. Management, in consultation
with its legal counsel, believes that full restitution of ADI was already served and no
further claims against DMWAI under the JV Agreement is expected. The advances from
co-joint venturer is previously presented as part of current liabilities in the statement of
financial position as of December 31, 2019. In the same period of 2019, the Company
received a non-refundable portion of P2,050.0 million amounting to P850.0 million in
relation to the giving of its consent in favor of a third party to buy from another party certain
parcels of land contributed to a joint venture arrangement (see Note 13.2b of the 2020
consolidated financial statements).

Tax Expenses

Tax expenses decreased by P439.7 million, or 40.9%, from P1,075.2 million in 2019 to P635.5
million in 2020, representing an effective income tax rate of 30.6% and 23.2% of gross revenue,
respectively. The decrease was primarily due to the sale of land in 2019 between subsidiaries
which is being eliminated in consolidation. There was no such transaction occurred in the same
period in 2020.

Net Profit

Net profit attributable to parent decreased by P243.3 million, or 10.2%, from P2,374.0 million
in 2019 to P2,130.7 million in 2020.



Balance Sheet Accounts

Total Assets

The Company’s total assets increased by P1,590.2 million, or 5.1%, from P31,266.8

million as of December 31, 2019 to P32,857.0 million as of December 31, 2020 due to the
following:

Receivables increased by P861.0 million, or 16.0%, from P5,385.8 million to P6,246.8
million as of December 31, 2019 and 2020, respectively, primarily due to recognition
of rental receivable based on PAS17 amounting to P580.1 million and advance payment
to suppliers related to the on-going construction amounting to P338.5 million.

Land and land development cost increased by P100.0 million, or 5.0%, from P2,012.5
million to P2,112.5 million as of December 31, 2019 and 2020, respectively, primarily
due to the capitalized costs incurred in developing Aseana City.

Investment property increased by P2,966.8 million, or 23.6%, from P12,572.7 million
to P15,539.5 million as of December 31, 2019 and 2020, respectively, primarily due to
the on-going construction of 8912 Asean Ave., Pargal and Aseana Plaza.

Cash and cash equivalents decreased by P781.9 million, or 15.0%, from P5,211.4
million to P4,429.5 million as of December 31, 2019 and 2020, respectively, primarily
due to payments to suppliers and subcontractors, cash dividends, taxes and licenses and
other operating expenses net of collections from rentals and sale of condominium units.

Contract asset decreased by P157.0 million, or 63.0%, from P249.0 million to P92.0
million as of December 31, 2019 and 2020, respectively, primarily due to the collection
from sale of condominium units already exceeds the cumulative sales based on
percentage of completion.

Property development costs decreased by P99.5 million, or 8.5%, from P1,168.1
million to P1,068.6 million as of December 31, 2019 and 2020, respectively, mainly
due to the recognized cost of sale from condominium units. As of December 31, 2020, the
percentages of completion for Pixel Residences and MidPark Towers are 92.2% and 16.2%,
respectively.

Other current assets decreased by P1,013.2 million, or 35.1%, from P2,886.4 million to
P1,8537.2 million as of December 31, 2019 and 2020, respectively, primarily due to
maturity of short-term time deposits net of increase input VAT from supplier’s and
subcontractor’s billings.

Other non-current asset decreased by P261.4 million, or 23.6%, from P1,106.0 million
to P844.6 million as of December 31, 2019 and 2020, respectively, primarily due to
recoupment of advance payment to suppliers related to the on-going construction.



Total Liabilities

Total liabilities decreased by P160.9 million, or 1.5%, from P10,733.6 million as of

December 31, 2019 to P10,572.7 million as of December 31, 2020, respectively, due to the
following:

Advances from a co-joint venturer decreased by P1,040.0 million, or 100% due to
reversal of these advances upon prescription and completion of all administrative
matters relating to the CA and SA in 2020 (see Note 13.2b of the 2020 consolidated
financial statements).

Deposits and advances decreased by P154.9 million, or 10.0%, from P1,549.9 million
to P1,395.0 million as of December 31, 2019 and 2020, respectively, mainly due to
application of advance rental.

Loans and borrowings increased by P885.3 million, or 173.0%, from P511.7 million to
P1,397.0 million as of December 31, 2019 and 2020, respectively, due to availment of
loans to support its on-going projects.

Contract liability increased by P136.1 million, or 24.5%, from P554.7 million to P690.8
million as of December 31, 2019 and 2020, respectively, due to the increase in the
amount received from real estate customers in excess of the amount the Group has
rights to receive based on the progress of the real estate development.

Deferred tax liabilities increased by P154.4 million, or 17.1%, from P902.3 million to
P1,056.7 million as of December 31, 2019 and 2020, respectively, due to recognition
of income taxes related to deferred rental income.

Total Equity

Total equity attributable to holders of parent company increased by P1,717.7, or 8.6%,

from P19,986.7 million to P21,704.4 million as of December 31, 2019 and 2020, respectively,
primarily due to the results of operation of P2,130.7 million for the year ended December 31,
2020, net of the Group’s declaration and payment of dividends of P360.0 million.



Other Key Financial Ratios

The Company’s key performance indicators are measured in terms of the following: (a)
Current ratio which determines the liquidity of the Company (b) Debt to equity which
determines the Company’s financial leverage (c) Return on equity which measures the
profitability to capital provided by stockholders (d) net income ratio which measures the ratio
of net profit to total gross revenue (e) recurring income contribution.

e Current ratio decreased to 1.47 from 1.61 as of December 31, 2020 and 2019,
respectively, mainly due to increase in capital expenditures thus, decrease in cash and
cash equivalents.

e Debt to equity ratio increased to 6% from 3% as of December 31, 2020 and 2019,
respectively, due to availment of loans to support capital expenditure.

e Return on equity decreased to 10% from 12% as of December 31, 2020 and 2019,
respectively, due to the decrease in the results of operation.

e Net income margin increased to 79% as of the period ended December 31, 2020 from
64% as of the same period in 2019 mainly due to land sale recognized in 2019. There
was no land sale transaction occurred in 2020.

e Recurring income contribution increased to 72% in 2020 from 56% in 2019. As
mentioned above, there were no land sale transaction occurred in 2020 compared on
the same period in 2019.

The Company has no known direct or contingent financial obligation that is material to the
Company, including any default acceleration of an obligation. There were no contingent
liabilities or assets in the Company’s balance sheet. The Company has no off-balance sheet
transactions, arrangements, obligations during the reporting year as of balance sheet date.



DMW:?’s Delivers 24% Net Income Growth to P2.37 billion in 2019

Financial and Operational Highlights

(In Millions Pesos, except for financial ratios and percentages)

Twelve months ended December 31

(AUDITED)
% to % to %
2019 Revenues 2018 Revenues  Change
Profit & Loss Data
Revenues 3,513 100% 2,152 100% 39%
Cost of services and sales 706 20% 347 16% 103%
Gross profit 2,807 80% 1,805 84% 56%
Other operating expenses - net 540 15% 433 20% 25%
Other income (expenses) 1,061 30% 1,205 56% (11%)
Net income attributable to
owners of the Parent company 2,374 68% 1,911 89% 24%
Dec 31 % to Total Dec 31 % to Total %
2019 Assets 2018 Assets Change
Balance Sheet Data
Total Assets 31,276 100% 29,789 100% 5%
Total Liabilities 10,743 34% 10,923 37% (2%0)
Total Equity attributable to
owners of the Parent company 20,533 66% 18,197 61% 13%

Other Key Financial Ratios
Current Ratio
Debt to Equity
Return on Equity
Net income contribution
Recurring Income Contribution

As of the period ended

December 31, 2019 December 31, 2018

1.61 1.61
3% 11%
12% 14%
64% 89%
56% 88%

As of the period ended

Key Operating Data

December 31, 2019 December 31, 2018

Total leased land area (sg.m.)
Total leasable floor area (sg.m.)
Total occupancy rate

(leased buildings) (%0)

158,079 155,418
89,914 89,914
98% 98%
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Revenue

Total consolidated revenue increased by P1,361.1 million, or 63.5%, from P2,152.3 million in
2018 to P3,513.4 million in 2019, primarily due to the following:

Rentals

Our total rental revenue from rentals increased by P57.6 million, or 3.0%, from
P1,901.2 million in 2018 to P1,958.8 million in 2019.

o Rentals of Land. Rentals of land increased by P13.8 million, or 1.4% from
P965.2 million in 2018 to P979.1 million in 2019. The increase was primarily
attributable to the full year recognition of income from Prestige Bay
Development Corporation as a lessee commencing in March 2018, with a leased
land area of 4,897.0 sq.m. Our total leased land area increased from 156,685
sg.m. as of December 31, 2018 to 158,079 sq.m. as of the same period of 2019.

o Rentals of Building. Rentals of building increased by P31.4 million, or 4.1%,
from P762.1 million in 2018 to P793.5 million in 2019. The increase was
primarily attributable to the effect of the completion and recognition of rentals
from Aseana Three starting January 2018. As of December 31, 2017, Aseana
Three is not yet completed and no rental revenue has yet been recognized. Total
leasable floor area aggregated to P89,914 sq.m as of December 31, 2019 and
2018.

° Other revenue. Other revenue increased by P12.4 million, or 7.1%, from
P173.8 million in 2018 to P186.2 million in 2019. The increase was primarily
attributable to the effect full year effect of occupancy in Aseana Three, which
contributed to an increase in CUSA fees payments received from our tenants.

Land Sales

Total land sale revenue increased by P934.6 million, or 74,600.7%, from P1.3 million
in 2018 to P935.9 million in 2019 primarily due to the sale of 2,202 sq.m land area at
P425,000 (exclusive of value-added tax) per sg.m. In 2018, the Parent Company
received P1,200.0 million as Other income (see discussion on Other income) which
resulted in the Parent Company not needing to sell lots in Aseana City to support the
Group’s development projects. Hence, no sale of land in Aseana City was transacted
for the twelve months ended December 31, 2018.

Construction Contracts
Total construction revenue decreased by P59.4 million, or 45.5%, from P130.5 million
in 2018 to P71.1 million in 2019 primarily due to the decrease in construction activities

rendered to external customers. In 2019, the Group started to focus its construction
resources in completing its on-going internal projects.

Sale of Condominium Units

11



The revenue from sale of condominium units increased by P428.3 million, or 358.9%,
from P119.4 million in 2018 to P547.7 million in 2019. This increase was attributable
primarily to the increase in the number of units, both for Pixel and MidPark project,
that are qualified for revenue recognition in 2019 compared to units for the same period
in 2018. Furthermore, there’s an increase in incremental percentage of completion in
2019 compared to the incremental percentage of completion for the same period in
2018. As of December 31, 2019, Pixel and Midpark project has a percentage of
completion of 70.51% and 12.94%, respectively.

Cost of Services and Sales

Our consolidated cost of services and sales increased by P347.5 million, or 100.2%, from
P346.8 million in 2018 to P694.3 million in 2019 due primarily to the following:

Rentals

Costs of rentals increased by P54.8 million, or 25.8%, from P212.4 million in 2018 to
P267.2 million in 2019. The increase in cost was due primarily to the increase in real
property tax of P22.6 million, increase in utilities of P13.0 million, increase in
depreciation of P4.7 million, increase in outside services of P5.0 million, and increase
in other materials and supplies of P4.7 million.

Land Sales

Costs of land sales increased by P66.7 million, or 166,435.0%, from P0.04 million in
2018 to P66.7 million in 2019. There is no land sale within Aseana City in 2018.

Construction Contracts

Costs of construction contracts decreased by P15.6 million, or 25.4%, from P61.5
million in 2018 to P45.9 million in 2019. The decrease in cost was due primarily to
lesser construction activities rendered to external parties.

Sale of Condominium Units

Cost of sale of condominium units increased by P241.6 million, or 331.4%, from
P72.9 million in 2018 to P314.5 million in 2019. The increase was attributable primarily
due to increase in the number of units that are qualified for revenue recognition and an
increase in incremental percentage of completion in 2019 compared to the same period
in 2018.

Other Operating expenses - net

Other operating expenses - net increased by P115.0 million, or 26.5%, from P433.2 million in
2018 to P548.2 million in 2019. The increase was attributable primarily to the increase in
commission expenses of P63.9 million. In 2018, the Company received a reimbursement of
arbitration cost amounting to P50.9 million and is part of other operating income account in
the consolidated statements of profit and loss. The Company does not have the same transaction
in 2019.

Other Income (net of charges)
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Other income decreased by P149.7 million, or 12.4% from P1,206.0 million (net of charges)
in 2018 to P1,056.3 million (net of charges) in 2019 primarily due to the following:

Finance Income

Finance income increased by P227.8 million, or 327.8%, from P69.5 million in 2018 to
P297.3 million in 2019. The increase was attributable primarily to the recognition of
interest income from additional short-term placements.

Finance Costs

Finance costs increased by P28.6 million, or 40.9%, from P69.9 million in 2018 to
P98.5 million in 2019. The increase was attributable primarily to the recognition of
interest expense related from lease liabilities amounting to P12.3 million and increase
in bank interest charges amounting to P10.7 million.

Other Income

Other Income pertains to the non-refundable consideration received in relation to the
Company’s giving of its consent in favor of a third party to be able to buy from another
party certain parcels of land contributed to a joint arrangement (see note 20 to the
consolidated audited financial statements). Subject to certain terms and conditions
governing the transfer of such rights to the third party, the Company is entitled to
consideration totaling P2,050.0 million over two years, of which a non-refundable
portion amounting to P850.0 million and 1,200.0 million was received by the Company
for the twelve months ended December 31, 2019 and 2018, respectively.

Tax Expenses

Our tax expenses increased by P122.8 million, or 23.0%, from P657.5 million in 2018 to
P1,075.2 million in 2019, representing an effective income tax rate of 30.6% and 30.5% of

gross revenue, respectively.
Net Profit

Net profit attributable to parent company increased by P462.8 million, or 24.2%, from
P1,911.2 million in 2018 to P2,374.0 million in 2019.
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Balance Sheet Accounts

Total Assets

The Company’s total assets increased by P1,478.1 million, or 5.0%, from P29,788.7 million
as of December 31, 2018 to P 31,266.8 million as of December 31, 2019 due to the
following:

Cash and cash equivalents decreased by P2,337.8 million, or 31.0%, from P7,549.2
million to P5,211.4 million as of December 31, 2018 and December 31, 2019,
respectively, primarily due to payment of maturing loans and payment to subcontractors
for the on-going construction of the Group’s pipeline projects.

Receivables increased by P574.5 million, or 11.9%, from P4,811.3 million to P5,385.8
million as of December 31, 2018 and December 31, 2019, respectively, primarily due
to the recognition of rental receivable based on PAS17.

Contract asset increased by P82.3 million, or 49.4%, from P166.7 million to P249.0
million as of December 31, 2018 and December 31, 2019, respectively, primarily due
to the increase in units that qualified for revenue recognition and the increase in
percentage of completion of Pixel Residences and MidPark Towers. Contract asset
pertains to unconditional rights to payment for the total consideration upon the
completion of the development of the property sold.

Land and land development cost decreased by P149.7 million, or 6.9%, from 2,162.2
million to P2,012.5 million as of December 31, 2018 and December 31, 2019,
respectively, primarily due reclassification of cost of land leased area to investment
properties - net.

Property development costs increased by P456.7 million, or 64.2%, from P711.4
million to P1,168.1 million as of December 31, 2018 and December 31, 2019,
respectively, primarily due to the cost incurred in constructing Pixel Residences and
MidPark Towers. As of December 31, 2019, percentage of completion for Pixel
Residences and MidPark Towers is 70.5% and 12.9%, respectively.

Other current assets increased by P1,032.0 million, or 55.7%, from P1,854.4 million to
P2,886.4 million as of December 31, 2018 and 2019, respectively, primarily due to
additional placements to short-term time deposits.

Property, plant and equipment - net increased by P311.4 million, or 238.3%, from
P130.7 million to P442.1 million as of December 31, 2018 and December 31, 2019,
respectively, primarily due to the cost of Aseana Three allocated for the Group’s own
use of office space and the related cost incurred for its fit out.
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Investment properties - net increased by P1,124.3 million, or 9.8%, from P11,448.4
million to P12,572.7 million as of December 31, 2018 and December 31, 2019,
respectively, primarily due to the cost incurred for 8912 Asean Ave., Pargal, Aseana
Plaza, 58 Jupiter, and reclassification of cost of land leased area from Land and Land
Development Cost. In 2019, the Group recognized a right-of-use asset amounting to
P158.2 million related to a leased land where Aseana Three is located.

Deferred tax assets increased by P123.0 million, or 256.5% from P47.9 million to
P170.9 million as of December 31, 2018 and December 31, 2019, respectively,
primarily due to taxes paid related to collections from buyers of condominium units.

Other non-current assets increased by P382.4 million, or 52.8%, from P723.6 million
to P1,106.0 million as of December 31, 2018 and December 31, 2019, respectively,
primarily due to additional deposit or downpayment on progress billings of
subcontractors.

Total Liabilities

Total liabilities in decreased by P189.1 million, or 1.7%, from P10,922.7 million as of
December 31, 2018 to P10,733.6 million as of December 31, 2019 due to the following:

Loans and borrowings decreased by P1,417.2 million, or 73.5%, from P1,928.9 million
to

P511.7 million as of December 31, 2018 and December 31, 2019, respectively,
primarily due payment of maturing loans.

Trade and other payables increased by P181.6 million, or 17.9%, from P1,014.0 million
to P1,195.6 million as of December 31, 2018 and December 31, 2019, respectively,
primarily due to increase in deferred output VAT payable of P235.0 million, increase
in retention payable of P38.1 million related to a portion of progress billings from
suppliers, increase in other liabilities pertaining to statutory payables of P61.1 million,
and decrease in payable to subcontractors and suppliers of P152.6 million.

Contract liability increased by P344.2 million, or 163.6%, from P210.5 million to
P554.7 million as of December 31, 2018 and December 31, 2019, respectively,
primarily due to the increase in the amount received from real estate customers in
excess of the amount the Group has rights to receive based on the progress of the real
estate development.

Deposits and advances increased by P251.5 million, or 19.4%, from P1,298.4 million
to

P1,549.9 million as of December 31, 2018 and December 31, 2019, respectively,
mainly due to payments received related to the sale of condominium units of Pixel
Residences and MidPark Towers.

Lease liability increased by P164.4 million, or 100%, as of December 31, 2019
primarily due to adoption of PFRS 16. Lease liability is measured at the present value
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of the lease payments unpaid discounted using implicit interest rate (see note 2.18 of
consolidated audited financial statements).

e Income tax payable increased by P388.6 million, or 349.5%, as of December 31, 2019
primarily due to the increased of net taxable income.

o Deferred tax liabilities increased by P181.6 million, or 24.2%, from P721.0 million to
P902.6 million as of December 31, 2018 and December 31, 2019, respectively, due to
recognition of deferred income taxes related to deferred rental income.

¢ Retirement benefit obligation decreased by P24.1 million, or 87.3%, from P27.6 million
to P3.5 million as of December 31, 2018 and 2019, respectively, due to establishment
of post-employment benefit plan that is being administered by a trustee bank legally
separated from the Group.

Total Equity

Total equity increased by P1,667.2 million, or 8.8%, from P18,866.0 million to P20,533.2
million as of December 31, 2018 and December 31, 2019, respectively, primarily due to the
results of operation of P2,252.0 million for the year ended December 31, 2019, increase in
revaluation reserves — net of P20.4 million, net of declaration of dividends of P524.5 million,
and effect in change in ownership of P80.6 million that resulted from the sale of rights.

Other Key Financial Ratios

The Company’s key performance indicators are measured in terms of the following:
(a) Current ratio which determines the liquidity of the Company (b) Debt to equity which
determines the Company’s financial leverage (c) Return on equity which measures the
profitability to capital provided by stockholders (d) net income ratio which measures the ratio
of net profit to total gross revenue (e) recurring income contribution.

e Current ratio decreased to 1.61 from 1.62 as of December 31, 2019 and 2018,
respectively, mainly due to the proceeds from the listing of the Company’s shares.

e Debt to equity ratio decreased to 3% from 11% as of December 31, 2019 and 2018,
respectively, due to payment of maturing loans.

e Return on equity decreased to 12% from 14% as of December 31, 2019 and 2018,
respectively, as a result of operations.

e Net income margin increased to 64% as of the period ended December 31, 2019 from
89% as of the same period in 2018 mainly due to change in revenue mix. In 2018, the
Parent Company received P1,200.0 million as Other income (see discussion on Other
income) which resulted in the Parent Company not needing to sell lots in Aseana City.

e Recurring income contribution decreased to 56% in 2019 from 88% in 2018. As
discussed above, there was a change in revenue mix as a result of land sale for the year.
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The Company has no known direct or contingent financial obligation that is material to the
Company, including any default acceleration of an obligation. There were no contingent
liabilities or assets in the Company’s balance sheet. The Company has no off-balance sheet
transactions, arrangements, obligations during the reporting year as of balance sheet date.
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DMW:?’s Net Income Accelerates 23% to P1.911 million in 2018

Financial and Operational Highlights
(In Millions Pesos, except for financial ratios and percentages)

Twelve months ended December 31
(AUDITED)

% to % to %
2018 Revenues 2017 Revenues Change

Profit & Loss Data

Revenues 2,152 100% 2,778 100% (23%)
Cost of services and sales 347 16% 440 16% (21%)
Gross profit 1,805 84% 2,339 84% (23%)
Other operating expenses - net 433 20% 180 6% 141%
Other income (expenses) 1,206 56% (66) (2%) 1,926%
Net income 1,921 89% 1,558 56% 23%
Net income attributable to
owners of the Parent company 1,911 89% 1,558 56% 23%
Dec 31 % to Total Dec 31 % to Total %
2018 Assets 2017 Assets Change
Balance Sheet Data
Total Assets 29,789 100% 20,374 100% 46%
Total Liabilities 10,923 37% 11,055 54% (1%0)
Total Equity attributable to
owners of the Parent company 18,197 61% 8,660 43% 110%
As of the period ended
Other Key Financial Ratios December 31, 2018 December 31, 2017
Current Ratio 1.62 0.75
Debt to Equity 11% 29%
Return on Equity 14% 20%
Net income contribution 89% 56%
Recurring Income Contribution 88% 52%
As of the period ended
Key Operating Data December 31, 2018 December 31, 2017
Total leased land area (sq.m.) 155,418 150,521
Total leasable floor area (sg.m.) 89,914 59,000

Total occupancy rate

0 0
(leased buildings) (%) 98.0% 94.1%
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Revenue

Total consolidated revenue decreased by P626.0 million, or 22.5%, from P2,778.3 million in
2017 to P2,152.3 million in 2018, primarily due to the following:

Rentals

Our total rental revenue from rentals increased by P460.4 million, or 32.0%, from
P1,440.8 million in 2017 to P1,901.2 million in 2018.

o Rentals of Land. Rentals of land increased by P45.8 million, or 5.0% from
P919.4 million in 2017 to P965.2 million in 2018. The increase was primarily
attributable to the addition of Prestige Bay Development Corporation as a lessee
commencing in March 2018, with a leased land area of 4,897.0 sq.m. Our total
leased land area increased from 150,521 sq.m. as of December 31, 2017 to
155,418 sg.m. as of the same period of 2018.

o Rentals of Building. Rentals of building increased by P332.4 million, or 77.4%,
from P429.7 million in 2017 to P762.1 million in 2018. The increase was
primarily attributable to the effect of the completion and recognition of rentals
from Aseana Three starting January 2018. As of December 31, 2017, Aseana
Three is not yet completed and no rental revenue has yet been recognized. Our
total leased floor area increased from 59,000 sg.m. as of December 31, 2017 to
89,914 sg.m. as of same period of 2018.

o Other revenue. Other revenue increased by P82.1 million, or 89.5%, from
P91.7 million as restated in 2017 to P173.8 million in 2018. The increase was
primarily attributable to the effect of occupancy in Aseana Three, which
contributed to an increase in CUSA fees payments received from our tenants.

Land Sales

In order to support its expansion and finance the development of its pipeline projects,
the Company usually sells certain lots in Aseana City as part of its financing strategy.
As of December 2018, the Parent Company received P1,200.0 million as Other income
(see discussion on Other income) which resulted in the Parent Company not needing to
sell lots in Aseana City to support the Group’s development projects. Hence, no sale of
land in Aseana City was transacted for the twelve months ended December 31, 2018.
Sale of lots in Aseana City amounted to P1,088.3 million for the same period of 2017.

Construction Contracts

In 2018, the Group’s construction activities were primarily focused on its internal
projects.

Revenue from construction contracts decreased by P71.6 million, or 35.4%, from
P202.1 million in 2017 to P130.5 million in 2018. The decrease was attributable
primarily to the single large additional pile driving, pile hacking and sheet piling works
for the Ayala Malls Manila Bay project in 2017.
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Sale of Condominium Units

The revenue from sale of condominium units increased by P72.3 million, or 153.5%,
from P47.1 million in 2017 to P119.4 million in 2018. This increase was attributable
primarily to the increase in percentage of completion of Pixel Residences from 18.29%
in 2017 to 37.81% in 2018.

In addition, the launch of MidPark Towers resulted to recognition of revenue from
certain sales contract that met the revenue threshold. Percentage of completion for
MidPark Towers as December 31, 2018 is 10.32%

Cost of Services and Sales

Our consolidated cost of services and sales decreased by P93.0 million, or 21.1%, from
P439.8 million in 2017 to P346.8 million in 2018.

Rentals

Costs of rentals increased by P76.7 million, or 56.5%, from P135.7 million in 2017 to
P212.4 million in 2018. In January 2018, Aseana Three was completed and was already
occupied by certain tenants. The increase in cost was due primarily to an increase in
depreciation expenses of P37.7 million, an increase in utilities of P9.9 million, an
increase in other material and supplies of P9.6 million, an increase in outside services
of P6.7 million, and an increase in repairs and maintenance of P7.9 million.

Land Sales

Costs of land sales decreased by P141.5 million, or 100%, from P141.5 million in 2017
to nil in 2018. As discussed in a previous paragraph, there is no land sale in 2018.

Construction Contracts

Costs of construction contracts decreased by P70.7 million, or 53.5%, from P132.2
million in 2017 to P61.5 million in 2018. Most of the Group’s construction activities in
2018 are internal projects.

Sale of Condominium Units

Cost of sale of condominium units increased by P42.6 million, or 140.6%, from P30.3
million in 2017 to P72.9 million in 2018. The increase was attributable primarily to the

increase in percentage of completion of Pixel Residences and MidPark Towers as well
as the related cost of additional units which are qualified for revenue recognition.

Other Operating Income (expenses)

Other operating income (expenses) increased by P253.1 million, or 140.5%, from P180.1
million in 2017 to P433.2 million in 2018.
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Other Operating Income

Other operating income decreased by P184.0 million, or 62.7%, from P293.5 million in
2017 to P109.5 million in 2018 due mainly to the sale of certain investment properties
in Aseana City which resulted in the gain on sale of P257.7 million in 2017.

Operating expenses

Operating expenses increased by P69.1 million, or 14.6%, from P473.6 million in 2017
to P542.7 million in 2018. The increase was attributable primarily to (i) increase in
professional fees of P34.7 million due to fees incurred related to initial public offering,
(ii) increase in taxes and licenses of P14.8 million, (iii) increase in salaries and wages
of P12.2 million due to the hiring of employees for the Group, and (iv) increase in
impairment loss related to receivables amounting to P7.3 million

Other Income (net)

Other income increased by P1,271.9 million, or 1,929.0% from total net other charges of P65.9
million in 2017 to total net other income of P1,206.0 million in 2018 primarily due to the non-
refundable consideration received related to the waiver of rights to purchase a certain parcel of
land.

Finance Income

Finance income increased by P62.3 million, or 865.3%, from P7.2 million in 2017 to
P69.5 million in 2018. The increase was attributable primarily to the recognition of
interest income from additional short-term placements.

Other Income

Other Income increased by P1,200.0 million, or 100%. The increase was due primarily
to the non-refundable consideration received in relation to the Company’s giving of its
consent in favor of a third party to be able to buy from another party certain parcels of
land contributed to a joint arrangement (see note 22.4 to the consolidated audited
financial statements). Subject to certain terms and conditions governing the transfer of
such rights to the third party, the Company is entitled to consideration totaling P2,050.0
million over two years.
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Tax Expenses

Our tax expenses increased by P122.8 million, or 23.0%, from P534.7 million in 2017 to
P657.5 million in 2018, representing an effective income tax rate of 19.2% and 30.5% of gross
revenue, respectively. The increase in the effective income tax rate was due to the change in
revenue mix of the Group and the recognition of taxable other income in 2018.

Net Profit

Net profit attributable to parent increased by P352.7 million, or 22.6%, from P1,558.5 million
in 2017 to P1,911.2 million in 2018.

Balance Sheet Accounts
Total Assets

The Company’s total assets increased by P9,414.9 million, or 46.2%, from P20,373.8
million as of December 31, 2017 to P 29,788.7 million as of December 31, 2018 due to the
following:

e Cash and cash equivalents increased by P6,104.7 million, or 422.6%, from P1,444.5
million to P7,549.2 million as of December 31, 2017 and 2018, respectively, primarily
due to the proceeds from the initial public offering.

e Receivables increased by P777.7 million, or 19.3%, from P4,033.6 million to P4,811.3
million as of December 31, 2017 and 2018, respectively, primarily due to deposit made
to a certain subcontractor for the on-going construction of office building, recognition
of rental receivable based on PAS17 and recognition of additional contracts from sale
of condominium units.

e Contract asset increased by P119.4 million, or 252.4%, from P47.3 million to P166.7
million as of December 31, 2017 and 2018, respectively, primarily due to the increase
in percentage of completion recognized for Pixel Residences and MidPark Towers
having an incremental accomplishment in 2018 of 19.5% and 10.3%, respectively.

e Land and land development cost increased by P207.8 million, or 10.6%, from
P1,954.4 million to P2,162.2 million as of December 31, 2017 and 2018, respectively,
primarily due to the capitalized costs incurred in developing Aseana City.

e Property development costs increased by P116.3 million, or 19.5%, from P595.1
million to P711.4 million as of December 31, 2017 and 2018, respectively, primarily
due to the capitalized cost incurred in constructing Pixel Residences.

e Other current assets increased by P1,302.4 million, or 235.9%, from P552.0 million to
P1,854.4 million as of December 31, 2017 and 2018, respectively, primarily due to
additional placements to short-term time deposits.

e Investment in joint venture held for termination increased by P120.8 million, or 100%,
as of December 31, 2018 primarily due to the reclassification of the carrying amount of
its investment in joint venture under Investment in joint venture account in the
consolidated financial statements. (see Note 13.2 of Notes to consolidated financial
statements).
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e Investment property increased by P339.7 million, or 3.1%, from P11,108.7 million to
P11,448.4 million as of December 31, 2017 and 2018, respectively, primarily due to
the completion of Aseana Three in January 2018.

e Other non-current asset increased by P428.3 million, or 145.0%, from P295.3 million
to P723.6 million as of December 31, 2017 and 2018, respectively, primarily due to
advance payment to suppliers related to the construction of an office building.

Total Liabilities

Total liabilities decreased by P132.2 million, or 1.2%, from P11,054.9 million as of
December 31, 2017 to P10,922.7 million as of December 31, 2018, respectively, due to the
following:

e Loans and borrowings decreased by P548.0 million, or 22.1%, from P2,476.9 million
to P1,928.9 million as of December 31, 2017 and 2018, respectively, due to payment
of maturing loans.

e Contract liability increased by P86.2 million, or 69.3%, from P124.3 million to P210.5
million as of December 31, 2017 and 2018, respectively, due to the increase in the
amount received from real estate customers in excess of the amount the Group has
rights to receive based on the progress of the real estate development.

e Deposits and advances increased by P176.5 million, or 15.7%, from P1,121.9 million
to P1,298.4 million as of December 31, 2017 and 2018, respectively, mainly due to
advance rental and security deposit received from tenants related to new office building.

e Deferred tax liabilities increased by P224.8 million, or 45.3%, from P496.2 million to
P721.0 million as of December 31, 2017 and 2018, respectively, due to recognition of
income taxes related to deferred rental income.

e Retirement benefit obligation decreased by P38.1 million, or 58.0%, from P65.7 million
to P27.6 million as of December 31, 2017 and 2018, respectively, due to establishment
of post-employment benefit plan that is being administered by a trustee bank legally
separated from the Group.

23



Total Equity

Total equity increased by P9,547.0, or 102.4%, from P9,318.9 million to P18,866.0

million as of December 31, 2017 and 2018, respectively, primarily due to the following:

Capital stock increased by 25% due to the listing of the Company’s shares on
June 29, 2018.

Additional paid-in capital increased by P6,965 million, or 100% as of December 31,

2018 mainly due to recognition of proceeds net of par value of listed shares and
transaction costs incidental to the offering.

Net profit of P1,911.2 million in 2018.

Other Key Financial Ratios

The Company’s key performance indicators are measured in terms of the following: (a)

Current ratio which determines the liquidity of the Company (b) Debt to equity which
determines the Company’s financial leverage (c) Return on equity which measures the
profitability to capital provided by stockholders (d) net income ratio which measures the ratio
of net profit to total gross revenue (e) recurring income contribution.

Current ratio increased to 1.62 from 0.75 as of December 31, 2018 and 2017,
respectively, mainly due to the proceeds from the listing of the Company’s shares.

Debt to equity ratio decreased to 11% from 29% as of December 31, 2018 and 2017,
respectively, due to payment of maturing loans and the increase in equity due to the
listing of shares.

Return on equity decreased to 14% from 20% as of December 31, 2018 and 2017,
respectively, as a result of increase in equity.

Net income margin increased to 89% as of the period ended December 31, 2018 from
56% as of the same period in 2017 mainly due to the non-refundable consideration
received in relation to the waiver of rights to purchase a land which is presented as part
of Other income account in the consolidated statements of profit and loss.

Recurring income contribution increased to 88% in 2018 from 52% in 2017 due to
additional lease from the newly constructed building, Aseana Three and due to change
in revenue mix.

The Company has no known direct or contingent financial obligation that is material to the
Company, including any default acceleration of an obligation. There were no contingent
liabilities or assets in the Company’s balance sheet. The Company has no off-balance sheet
transactions, arrangements, obligations during the reporting year as of balance sheet date.
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EXTERNAL AUDITOR’S FEES AND SERVICES
Independent Public Accountants

Punongbayan & Araullo, a member firm of Grant Thornton International Ltd., independent
auditors, has audited our consolidated financial statements as of and for the years ended
December 31, 2020, 2019 and 2018.

Punongbayan & Araullo has acted as our external auditor since 2010. Endel Mata is our current
and prior year audit partner while Romualdo V. Murcia Il is our audit partner for the period
ended December
31, 2018.

The same firm is being recommended for re-appointment as the Corporation’s
external auditor for the period ended December 31, 2021. The re-appointment of Punongbayan
& Araullo will be presented to the stockholders for their approval at the 2020 Annual
Stockholders’ Meeting.

Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

We have not had any material disagreements on accounting and financial disclosures with our
current external auditors for the same periods or any subsequent interim period. Punongbayan
& Araullo has neither shareholdings in us nor any right, whether legally enforceable or not, to
nominate persons or to subscribe for the securities in us. Punongbayan & Araullo will not
receive any direct or indirect interest in us or in any securities thereof (including options,
warrants or rights thereto) pursuant to or in connection with the Offer. The foregoing is in
accordance with the Code of Ethics for Professional Accountants in the Philippines set by the
Board of Accountancy and approved by the Professional Regulation Commission.

The following table sets out the aggregate fees billed for each of the last two fiscal years for
professional services rendered by Punongbayan & Araullo.

2020 2019
(P in millions)

Audit and audit-related fees

Audit services 3.8 2.6

Tax Fees

........................................................................... N/A N/A

Other assurance and related services 0.4 —
All other fees 0.5 0.3
Total 4.7 29

In relation to the audit and review of our consolidated financial statements, our Manual
provides that the Audit and Risk Committee shall, among other activities (i) evaluate
significant issues reported by the external auditors in relation to the adequacy, efficiency and
effectiveness of policies, controls, processes and activities of our Company; (ii) ensure that
other non-audit work provided by the external auditors is not in conflict with their functions as
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external auditors; and (iii) ensure our compliance with acceptable auditing and accounting
standards and regulations. The audit fees are approved by the Audit Committee based on the
reasonableness of the proposed fee considering the following factors (i) risk involved (ii)
complexity of operations (iii) available comparable data and (iv) volume of transactions.

BRIEF DESCRIPTION OF REGISTRANT’S BUSINESS AND SUBSIDIARIES
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D.M. Wenceslao & Associates, Incorporated (“DMWAI” or the “Parent Company”) was
incorporated in the Philippines on April 7, 1965. DMWAI is presently engaged in the trade
and business of general builders and contractors and related activities such as acting as
specialty construction contractors, supervisors or managers in all cases of constructions,
erections and works both public and private, real estate business and leasing. On December 4,
2012, the Philippine Securities and Exchange Commission (SEC) approved the Parent
Company’s application for the extension of its corporate life. The shares of stock of the
Company are officially listed in the PSE on June 29, 2018. The Company listed 679,172,800
Common Shares generating proceeds (the Offering Proceeds) of P8,150.1 million.

DMWAI holds certain investments in entities that are either subsidiaries, associates or joint
venture (collectively referred to herein as the “Group”). DMWAI is a subsidiary of Wendel
Holdings Co., Inc. (“WHI” or “Ultimate Parent Company”), a company incorporated and
domiciled in the Philippines. WHI is presently engaged in raising investments either through
borrowings, sale or lease of its capital assets. The effective percentage of ownership of WHI
in DMWALI aggregates to 62.92% and 78.65% as of December 31, 2020 and 2019, respectively.

DMWAI is an integrated property developer with an established track record and market-
leading capabilities in land reclamation, construction and real estate development. The Group
is the master developer of Aseana City, a development project with an approximate total land
area of 1,074,714.0 sq.m. and is part of the larger 2,040,000.0 sg.m. CBP-BC project, which
we reclaimed. Aseana City is positioned to become the next major mixed-use or “Next
Generation” CBD in Metro Manila, anchored by tourism, recreational developments and retail
malls. These sectors have and continue to attract large investments into the Philippines, and we
expect revenues from these sectors to increase correspondingly. Our master plan for Aseana
City is designed to create a self-contained community and to specifically attract the middle-
class working families and middle-income executives who work in these sectors.

Aseana City is situated close to two of the most significant recreational and entertainment
districts in Metro Manila — PAGCOR’s Entertainment City and the SM Group’s Mall of Asia
development. PAGCOR’s Entertainment City is a gaming and entertainment complex featuring
high-end integrated casinos and tourism resorts, such as City of Dreams Manila, Solaire Resort
& Casino, and Okada Manila, which attract leisure and tourist traffic to the entire area.

The Group possesses, in the aggregate, one of the largest contiguous land holdings in Metro
Manila with a total area of 569,359 sq.m. located in Aseana City. As of December 31, 2020,
the Group has nine (9) existing developed properties with leasable floor area of 90,712.69
sg.m., seven (7) of which are located in Aseana City. Also, as of December 31, 2020, the Group
has already launched two (2) residential projects with total saleable area of 55,201 sq.m

On April 24, 2020, the Parent Company’s Board of Directors (BOD) approved the change of
DMWATI’s registered office address from 3" Floor Aseana Powerstation Building,
Pres. Macapagal Avenue, Aseana Business Park, Parafiaque City to 15th Floor, Aseana 3,
D. Macapagal Blvd. corner Asean Ave., Aseana City, Paraiiaque City. The change in registered
office address was approved by the Securities and Exchange Commission (SEC) on January 4,
2021 but remains pending with the Bureau of Internal Revenue (BIR) as of the date of the
issuance of the Parent Company’s financial statements. DMWAI’s principal place of business
is located at 15th and 16th Floor, Aseana 3 Bldg., D. Macapagal Blvd. cor. Bradco Avenue,
Aseana City, Parafiaque City. The registered office of WHI, which is also its principal place
of business, is at 306 E. Rodriguez Sr. Boulevard, Quezon City.
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The following are the significant subsidiaries and associates of the Parent Company:

Name of Subsidiaries

Date and Place

of Incorporation

Percentage

of Ownership

A. Real estate Development
Aseana Residential Holdings Corp. (ARHC),
Aseana Holdings, Inc. (AHI)
Aseana City Transport & Travel Corp. (ACTTC)

B. Land Holding
Portal Holdings, Inc. (PHI)
Bay Area Holdings, Inc. (BAHI)

C. Construction and Land Reclamation
Fabricom, Inc. (FI)
R-1 Consortium, Inc. (R-1)
Mandaue Land Consortium, Inc. (MLCI)

D. Ancillary Services
U-City Technologies Philippines, Inc. (UCTPI)
Aseana Real Estate Services
Management Corp. (ARESM)
95.98%
Aseana Gas Energy Corp. (AGEC)

July 6, 1999
March 20, 1996
December 9, 2010

May 7, 1999
August 30, 1999

February 13, 1986
May 31, 1996
June 7, 2002

October 4, 2013
July 5, 2011

May 18, 2011

100.00%

99.98%
99.98%

100.00%

59.98%

99.98%
55.45%
81.00%

99.98%

99.98%
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The Company has three business segments, namely, rentals, construction and, sale of land and
condominium units. The contribution of each of the business segments as of and for the year
ended 2020 are as follows (in thousands)

Sale of Land and

Rentals Construction Condominium Units Total
REVENUES
Sales to external customers P 1,960,266 P 24,802 P 749,297 P 2,374,365
Intersegment sales 187,278 816,385 - 1,003,663
Total revenues 2,147,544 841,187 749,297 3,738,028
COSTS AND OTHER
OPERATING EXPENSES
Cost of sales and services
excluding depreciation
and amortization 128,264 16,249 409,473 553,986
Depreciation and
amortization 107,728 124 - 107,852
Other expenses 37,681 12,462 65,232 115,375
273,673 28,835 474,705 777,213
SEGMENT OPERATING
PROFIT p__ 1873871 2] 812,352 2] 274,592 P___ 2,960,815

Further details relating to business segment data are disclosed in Note 4 of the attached 2020
consolidated financial statements.

As of December 31, 2020, the Company had a market capitalization of P25.81 billion.

For the year 2021, the Company expects to incur at least P5.1 billion for its capital
expenditures.
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PART I - BUSINESS AND GENERAL INFORMATION

Item 1. Business

Business Development and Principal Products or Services

D.M. Wenceslao & Associates, Incorporated (“DMWAI” or the “Parent Company”) was
incorporated in the Philippines on April 7, 1965. DMWALI is presently engaged in the trade and
business of general builders and contractors and related activities such as acting as specialty
construction contractors, supervisors or managers in all cases of constructions, erections and
works both public and private, real estate business and leasing. On December 4, 2012, the
Philippine Securities and Exchange Commission (SEC) approved the Parent Company’s
application for the extension of its corporate life. The shares of stock of the Company are officially
listed in the PSE on June 29, 2018. The Company listed 679,172,800 Common Shares generating
proceeds (the Offering Proceeds) of P8,150.1 million.

DMWALI holds certain investments in entities that are either subsidiaries, associates or joint
venture (collectively referred to herein as the “Group”). DMWAI is a subsidiary of Wendel
Holdings Co., Inc. (“WHI” or “Ultimate Parent Company”), a company incorporated and
domiciled in the Philippines. WHI is presently engaged in raising investments either through
borrowings, sale or lease of its capital assets. The effective percentage of ownership of WHI in
DMWALI aggregates to 62.92% and 78.65% as of December 31, 2020 and 2019, respectively.

DMWALI is an integrated property developer with an established track record and market-leading
capabilities in land reclamation, construction and real estate development. The Group is the master
developer of Aseana City, a development project with an approximate total land area of
1,074,714.0 sq.m. and is part of the larger 2,040,000.0 sq.m. CBP-BC project, which we reclaimed.
Aseana City is positioned to become the next major mixed-use or “Next Generation” CBD in
Metro Manila, anchored by tourism, recreational developments and retail malls. These sectors have
and continue to attract large investments into the Philippines, and we expect revenues from these
sectors to increase correspondingly. Our master plan for Aseana City is designed to create a self-
contained community and to specifically attract the middle-class working families and middle-
income executives who work in these sectors.

Aseana City is situated close to two of the most significant recreational and entertainment districts
in Metro Manila— PAGCOR’s Entertainment City and the SM Group’s Mall of Asia development.
PAGCOR’s Entertainment City is a gaming and entertainment complex featuring high-end
integrated casinos and tourism resorts, such as City of Dreams Manila, Solaire Resort & Casino,
and Okada Manila, which attract leisure and tourist traffic to the entire area.

The Group possesses, in the aggregate, one of the largest contiguous land holdings in Metro
Manila with a total area of 569,359 sq.m. located in Aseana City. As of December 31, 2020, the
Group has nine (9) existing developed properties with leasable floor area of 90,712.69 sq.m., seven
(7) of which are located in Aseana City. Also, as of December 31, 2020, the Group has already
launched two (2) residential projects with total saleable area of 55,201 sq.m



On April 24, 2020, the Parent Company’s Board of Directors (BOD) approved the change of
DMWAD’s registered office address from 3™ Floor Aseana Powerstation Building,
Pres. Macapagal Avenue, Aseana Business Park, Parafiaque City to 15th Floor, Aseana 3,
D. Macapagal Blvd. corner Asean Ave., Aseana City, Parafiaque City. The change in registered
office address was approved by the Securities and Exchange Commission (SEC) on January 4,
2021 but remains pending with the Bureau of Internal Revenue (BIR) as of the date of the issuance
of the Parent Company’s financial statements. DMWAI’s principal place of business is located at
15th and 16th Floor, Aseana 3 Bldg., D. Macapagal Blvd. cor. Bradco Avenue, Aseana City,
Paranaque City. The registered office of WHI, which is also its principal place of business, is at
306 E. Rodriguez Sr. Boulevard, Quezon City.

The following are the significant subsidiaries and associates of the Parent Company:

Date and Place Percentage
Name of Subsidiaries of Incorporation of Ownership
A. Real estate Development
Aseana Residential Holdings Corp. (ARHC), July 6, 1999 100.00%
Aseana Holdings, Inc. (AHI) March 20, 1996 99.98%
Aseana City Transport & Travel Corp. (ACTTC) December 9, 2010 99.98%
B. Land Holding
Portal Holdings, Inc. (PHI) May 7, 1999 100.00%
Bay Area Holdings, Inc. (BAHI) August 30, 1999 59.98%
C. Construction and Land Reclamation
Fabricom, Inc. (FI) February 13, 1986 99.98%
R-1 Consortium, Inc. (R-1) May 31, 1996 55.45%
Mandaue Land Consortium, Inc. (MLCI) June 7, 2002 81.00%
D. Ancillary Services
U-City Technologies Philippines, Inc. (UCTPI) October 4, 2013 99.98%
Aseana Real Estate Services
Management Corp. (ARESM) July 5, 2011 95.98%

Aseana Gas Energy Corp. (AGEC) May 18, 2011 99.98%



The Company has three business segments, namely, rentals, construction and, sale of land and
condominium units. The contribution of each of the business segments as of and for the year
ended 2020 are as follows (in thousands)

Sale of Land and

Rentals Construction Condominium Units Total
REVENUES
Sales to external customers P 1,960,266 P 24,802 P 749,297 P 2,374,365
Intersegment sales 187,278 816,385 - 1,003,663
Total revenues 2,147,544 841,187 749,297 3,738,028
COSTS AND OTHER
OPERATING EXPENSES
Cost of sales and services
excluding depreciation
and amortization 128,264 16,249 409,473 553,986
Depreciation and
amortization 107,728 124 - 107,852
Other expenses 37,681 12,462 65,232 115,375
273,673 28,835 474,705 777,213
SEGMENT OPERATING
PROFIT P 1,873,871 P 812,352 P 274,592 P 2,960,815

Further details relating to business segment data are disclosed in Note 4 of the attached 2020
consolidated financial statements.

As of December 31, 2020, the Company had a market capitalization of P25.81 billion.
For the year 2021, the Company expects to incur at least P5.1 billion for its capital expenditures.
Enterprise Risk Management

Our Board of Directors, through its Audit and Risk Committee, oversees the development and
implementation of a sound Enterprise Risk Management (ERM) framework to effectively identify,
assess, manage and monitor material risks. The members of the Audit and Risk Committee possess
an adequate understanding of the assessment, management, and mitigation of risks to which the
company is or may be exposed. They develop a formal risk management plan which contains the
following:

common language or register of risks,

well-defined risk management goals, objectives and oversight,

uniform processes of assessing risks and developing strategies to manage prioritized risks,
designing and implementing risk management strategies, and

continuing assessments to improve risk strategies, processes and measures.
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Our management, on the other hand, is responsible for the development, implementation, and
reporting of the Company’s risk management plan, processes, and strategies. They define and
develop a sound risk management practice, which provides a systematic and structured
framework of identifying, assessing, communicating, cost-effective managing, and monitoring
inherent and emerging risks that could materially affect the achievement of our objectives and
goals.



As part of our risk management plan, the Management identifies the risks that could threaten the
attainment of the Company’s mission and vision, taking into considerations the economic,
environmental, social, and governance (EESG) factors. The identified risks are assessed based on
the assessment of impact and likelihood to determine the overall risk rating or materiality. The
Management then determines and implements appropriate risk mitigation plans and strategies to
address material risk. Responsibilities, accountabilities, and timelines for the action plans and
strategies are defined to ensure implementation of the action plans. The Management
periodically monitors and evaluates these risks, including the effectiveness of the risk mitigation
plans and strategies.

Distribution methods of Products or Services

Sales, Leasing and Marketing

Our sales, leasing and marketing department is responsible for determining appropriate sales or
lease plans for our land and properties. The main responsibilities of our sales staff, many of whom
are licensed brokers, include analyzing market conditions, gathering and analyzing customers’
information and profiles, preparing and executing marketing and promotional campaigns,
recommending lease rates, unit prices and pricing-related policies for our land and properties, and
negotiating the contracts for our sales and leases. They are in regular communications with
accredited brokers and reputable third-party sales agents regarding our properties. On a per project
basis, we assess the need for an exclusive marketing or leasing agent.

Our sales and leasing team is also responsible for managing our marketing initiatives, mainly
through the use of print media and social media. They conduct market analysis to identify the
appropriate target customer base and determine the advertising and sales plans for a particular
property development and for a particular phase of the sales cycle. We appoint a media marketing
agent on a yearly basis who carries out our advertising and promotional campaigns in accordance
with a pre-approved annual plan and budget. We have adopted a standardized branding and
marketing strategy covering advertisements, slogans and publicity materials in respect of our
property developments in Aseana City. This approach enables us to uniformly promote our Aseana
City concept of living and effectively builds up our brand image in line with our overall strategy of
national growth.

Competition

The principal competitive factors affecting the property development industry include the location
of the developments, the quality, workmanship and variety of designs, the sales and marketing
strategies adopted by the developers, branding and the after-sale property management services.

Our developments are predominantly located in Aseana City, and we believe we compete with
other property developers and commercial property operators in close proximity within the Manila
Bay area, such as SM Development Corporation, DoubleDragon Properties Corp., Filinvest Land
Inc., Megaworld Corp. and Federal Land Incorporated. In addition, the commercial and residential
property market in Metro Manila is highly competitive and fragmented. As such, we face
competition posted by other property developers and threats of new players entering the property
development industry in Metro Manila. Some of our competitors may have greater brand
recognition and financial, technical and marketing resources than us.

Our principal method of competition is flexibility in our negotiation of commercial terms with
customers. We maintain flexibility on payment terms, the amount of the down payment required



and the payment period to make our land available for sale more attractive to customers. For our
commercial projects, we are open to tenant negotiations on the length of the rent-free period or
fit out period as well as rent escalation rates. Despite the high level of competition, we believe that
the experience built up by our management, our track record in real estate development, leasing
and management, and our understanding of local market preferences and conditions will enable
us to compete effectively.

We believe that our land reclamation and infrastructure projects focused construction business is
capital intensive in nature and requires significant technical expertise, operational and management
know-how and financial resources, which all represent substantial barriers to entry. Furthermore,
we have an over 50 years operating history and a proven track record in land reclamation and
infrastructure construction, rendering us, we believe, one of the leading players in this sector in
the Philippines. We primarily compete in terms of our flexibility on our target profit margin for
the project, which affects our overall project pricing, and the amount of down payment required
from the customer.

The Philippine construction industry for the residential and commercial property markets is
fragmented and highly competitive, especially in the Metro Manila area, with many construction
companies competing aggressively in the same target market. These companies have existing or
on-going residential and commercial projects in the Metro Manila area. We face strong competition
from major domestic, Asian and international players who may have greater financial, human and
other resources, larger sales networks and greater name recognition than us. In addition to the
“Build, Build, Build” program of the government, the Philippines construction industry is expected
to be driven by rising infrastructure demand from various industries such as business process
outsourcing, offshore gaming operators and tourism and, given the positive economic outlook for
the Philippines, we expect greater focus on this sector from existing competitors such as DMCI
Holdings, Inc., Megawide Construction Corporation and F.F. Cruz & Co., Inc., and potentially
new entrants into the market. We also believe that the less technically complex sub-segments of
the construction business, an area that is not our focus, will have lower barriers of entry and
therefore will see more competition amongst smaller construction companies.

Notwithstanding the strong competition that we face, our Group believes that our established
track record and standing in the industry and an integrated business model that allows us to fully
leverage the synergies across our business segments and strategic land holdings in Aseana City will
offer us a competitive advantage over our competitors and provide us with a platform for sustained
future growth.

Suppliers

The Company has a broad range of suppliers, both local and foreign. We typically engage them
on a per project basis whose contracts usually range from one to five years. We have maintained
long-standing relationships with the majority of our suppliers and worked with them repeatedly
for our projects. We select our suppliers based on the quality of their products and services and
the competitiveness of their prices. We source raw materials through a centralized purchasing
function and place mass orders of raw materials, which help us to lower our costs and
standardize the materials used for the construction of each of our projects.



Customers
Contracts for Land Sales

Our land sales process is fairly standardized. Once full payment is made, we execute a deed of
absolute sale in favor of the purchaser and title ownership of the land is only transferred at that
stage. Starting 2016, we have successfully negotiated with our land buyers to pay minimum of
90% of the total consideration upon signing of the purchase agreement.

As of December 31, 2020, we had completed the following significant land sale transaction for the
past three years.

% Purchase Cost of
Total Price for which ~ Sales sales
Land Date of Payment ®in @ in
Area Usage of Development Contract  Economic Received® millio  millions)
Purchaser (sq.m.) Land Status to Sell Interest® ns)
Buyer’s name 2,202 Mixed Use Planning October 100% 90% 935.85 66.74
confidential 2019
Land 1 ease Agreements

For our land leases, we generally enter into mid to long-term leases ranging from 10 to 20 years,
taking into account the estimated construction periods for the developments to be built on the
relevant land plots. In September 2014, however, we signed a 45-year lease with Ayala Land for a
parcel of land with an area of 92,317.0 sq.m. to be used as the site for the Ayala Malls Manila Bay,
its highly anticipated mixed-use mall and hotel development. The typical terms of our land leases
include provision for specified yearly escalation rates generally ranging from 5% to 10% and, in
some cases, provide for additional or variable rent based upon the tenant’s revenues. The table
below sets forth certain basic information on our top six land lessees, in terms of revenue
contribution, as of December 31, 2020.

% of Total Land

Total Land Commencement Rental Revenues
Usage of Area Economic of Revenue for the year ended
Lessee Term Land (sq.m.) Interest® Recognition December 31, 2017
Ayala Land, Inc. 45 years Mixed-use 92,317.0 100% September 2014 75.04%
(option to extend  mall and hotel
for 45 years) development
Ayala Land, Inc. co-terminus  with ~ Mixed-use 9,980.48 100% January 2017 See consolidated
above mall and hotel percentage above
development
Prestige Bay Realty 15 years Mixed-use 6,967.0 60% March 2018 6.07%
Development Corp.
Singapore School 10 years School 4,787.0 100% March 2014 2.81%
Manila Inc. (option to extend
for 10 years)
Globeway  Property 10 years (option to  Retail /  4,897.0 100% September 2015 2.08%
Ventures, Inc. extend for 10 years) ~ Restaurant
PSMT  Philippines, 20 years Commercial 5,000.0 100% January 2003 1.88%
Inc. (option to extend  Warehouse
for 5 years)

Rental revenues from a single lessee account for 26.85%, 21.34% and 34.96% of the consolidated
total revenues in 2020, 2019 and 2018, respectively. Land sale revenue from a single buyer account



for 27.64% of consolidated total revenue in 2019. There are no other major existing lease and sales
contract.

Leased Properties

Our lease agreements are generally for a term of five to 10 years with an option to extend upon
giving six months’ notice prior to expiry, depending on the business of the relevant tenant. The
tenant is required to pay us (i) an advance prepayment of the first three months’ rent (six months
for certain tenants) upon signing of the lease, and (ii) a security deposit amounting to three months’
rent (six months for certain tenants), subject to top-up increases by the tenant based on the
escalated monthly rent rates for subsequent years. We generally offer a rent-free period of one
month for every full floor of 1,000 sq.m. to 1,500 sq.m. leased. Our lease rates are based on our
market studies of the property landscape and rental prices in Aseana City and surrounding areas,
and we specify a standard annual fixed rental escalation rate typically ranging from 3% to 10%,
which we believe is in line with industry standards. For retail space leases, other than a fixed
monthly rental rate, we may ask for additional variable percentage payments such as an additional
monthly payment amounting to a certain percentage of the tenant’s monthly gross product sales,
or choose to be paid the higher of cither the fixed monthly rental or the variable percentage
payment.

Below sets forth certain basic information on our top five commercial space leases, in terms of
revenue contribution, as of December 31, 2020.

% of Our Total

Building Rental
Total Leased = Commencement Revenues for the
Floor Area of Revenue year ended
Tenant and Building Term Business (sq.m.) Recognition December 31, 2020
Flying Dragon Network Phils. 5 years POGO 19,827.3 December 2017 22.13%
Inc.
(Aseana Three)
Itechno Specialist, Inc. 3 years BPO 2,504.7 April 2018 8.45%
(Aseana One)
Genx Sport & Media 5 years Gaming 2,504.7 July 2018 7.70%
Production Corp.
(Aseana One)
Starfuzion Management 10 years (option to Retail 7,646.1 December 2016 7.70%
Corporation extend for 5 years)
(Aseana Town Center)
V Ships Services Oceana, Inc. 10 years (option to Logistics 7,694.5 December 2014 7.45%

(Aseana Two) extend)

Transactions with related parties

As of December 31, 2020, the Company is 62.9% and 80.0% owned by WHI and the Wenceslao
family, respectively.

Please refer to Item 12 of this report (“Certain Relationships and Related Transactions”)
Government approvals/regulations
The Company secures various permits, licenses, certificates and other government approvals

such as the environmental compliance certificate, development permits, license to sell, etc. as
part of the normal course of its business. We also obtain and maintain various licenses in relation



to our construction activities, which include among others, our contractor’s license from the

Philippine Contractors Accreditation Board (PCAB).

OUR EMPLOYEES

As of December 31, 2020, we employed a total approximately of 178 permanent staff, of which
39% are construction and operation staff. Permanent staff also includes executive and
management staff, finance and accounting staff, and administrative staff. We also hire temporary
staff, including staff on short-term contracts and staff paid on a part-time or hourly rated basis,
particularly at the construction sites.

The following table sets forth our employees by function as of December 31, 2020

Function Number of Employees
Executives and Management 15
Construction and Operation 81
Finance and Accounting 22
Administration 60
Total 178

As of December 31, 2020, none of our employees belonged to any union nor were they parties to
any collective bargaining agreements. As of the date of this report, we have not experienced any
strikes or other disruptions due to labor disputes. We have consistently benefited from low staff
turnover rates and strong management-employee relations.

Staff recruitment and training
We recognize the importance of having a strong team of management and technical personnel to
meet our growth plans. Accordingly, we place great emphasis on staff recruitment, training and
development. Our hiring process involves a series of tests whereby applicants are screened on the
following criteria: (i) educational qualifications; (if) skills and talents; (iii) relevant work experience;
and (iv) potential qualities.

Our introductory orientation program offers all new employees basic training on company policies,
rules and regulations, quality management and safety guidelines. In particular, our Human
Resources Department prepares the Employees Skills Inventory Manual, which is used to monitor
the performance of employees and summarizes their expected competencies. The Employees
Skills Inventory Manual and Performance Appraisal comprise the basis for the Annual Training
Plan, which maps out our overall training guidelines. Select employees undergo further training in
their respective disciplines based on their scope of work. Refresher courses, including updates, are
provided to employees on a regular basis thereafter.

We are committed to providing high quality service and instill this ethic in our employees through
comprehensive quality management training. The basis for our quality management standards is
set out in our Quality System Manual (“QSM”) and the various manuals comprising the Quality
System Documentation Structure (“QSDS”). These manuals serve as a reference for assessment
of current practices and proposed improvement, and therefore assist us to maintain unified
documented practices across all departments. The QSM covers the following areas in quality
control: (i) control of documents; (if) control of records; (iii) control of nonconforming products
of services; (iv) internal quality audit; (v) corrective action; and (vi) preventive action. All employees
have access to the QSM and QSDS and are required to attend training sessions on quality



management and follow-up briefings. We also conduct periodic quality reviews to monitor and
assess the implementation of our quality standards.

Risks
Our business is largely affected by the general level of activity and growth in Aseana City.

We mainly operate in Aseana City and as a result, the continuous growth and development of
Aseana City and the surrounding areas are paramount to our business and future prospects. The
development of Aseana City is implemented in accordance with a master plan that is estimated to
require upward of 15 years to complete. We have significant influence over the master planning of
the area, and thus the continuing development of Aseana City, but we cannot assure you that the
master plan will be effectively carried out as contemplated, or that the vision of Aseana City as the
next major mixed use central business district within Metro Manila will eventually be realized.
Completion of the ongoing public transport infrastructure projects expected to benefit the
development of Aseana City may be substantially delayed, or future planned infrastructure projects
may be postponed indefinitely or cancelled. There is no assurance that the drivers expected to
facilitate Aseana City’s development and also undetlie our business strategies may eventually
materialize, such as the continuous growth of the BPO sector that is expected to increase the
demand for commercial space, the anticipated increase in POGOs and in gaming activities in the
adjacent Entertainment City that is expected to generate consumer and visitor traffic for the entire
area, and the success of the tourism and recreational-related developments that is expected to
increase the value of, and demand for, residential and commercial space within Aseana City. Many
other factors can also affect the development of Aseana City, including the state of the national
and regional economies in the Philippines, changes in Government policies leading to changes in
market conditions, and political and social developments that may translate into project execution
difficulties.

To help manage these risks, we have diversified our earnings base to include rental income from
our investment properties, and revenue from sales of condominium units, sales and leasing of land,
and construction contracts. In keeping with our general strategies, we started pursuing strategic
and opportunistic acquisitions of land and other properties outside Aseana City. Nevertheless, in
the event Aseana City does not develop as we plan and envision, there could be a material and
adverse effect on our business and prospects.

Our title to our Iand holdings may be subject to various lawsuits, challenges and claims.

Our existing land holdings in Aseana City, which were obtained pursuant to the agreements
described below, are entirely located on reclaimed foreshore land, otherwise known as the CBP-
BC development. The total book value of such land holdings, including the buildings and
improvements constructed on such land, amounted to P17,715.2 million as of December 31, 2020,
and comprised approximately 54% of our total consolidated assets as of the same date.

Although we hold registered titles to our land holdings, Philippine law provides that issuance of
titles does not create or vest title, but only constitutes evidence of ownership over such properties.
Thus, our ownership, registration, and possession of titles and actual possession of our land
holdings do not foreclose the possibility that the Government or third parties may at any time, file
lawsuits to challenge our rights to our land holdings. Notwithstanding the foregoing, we are not
aware of the validity of our titles being questioned, impugned, challenged or invalidated by the
Government or any other third party since the time we acquired ownership over our land holdings



in Aseana City and up to the date of this Prospectus. We are not aware of any proceedings,
contentions, claims or disputes questioning our titles which had arisen in over 20 years since such
titles were registered in our name. Nevertheless, there may still be a possibility that the
Government would file a lawsuit to question our titles and right to our land holdings in the future,
because as a general rule, the right of the Government to seek the reversion of a property to the
State is imprescriptible.

Despite our registered titles to our land holdings, it remains possible that a party with no direct
interest in the land may elect to challenge our titles, as was permitted in the case Chavez v. Public
Estates Authority (“PEA”) and Amari Coastal Bay Development Corporation (“Amari”) (G.R. No.
133250, July 9, 2002, reconsideration denied on May 6, 2003 and November 11, 2003), or the PEA
Amari Decision. In the PEA Amari Decision, PEA entered into a joint venture agreement with
Amari to develop three reclaimed islands known as the “Freedom Islands”. The petitioner in that
case filed a petition before the Supreme Court to question the sale of portions of the Freedom
Islands to Amari alleging that such sale violated Section 3, Article XII of the Constitution, which
prohibits the Government from alienating lands of public domain to private corporations. The
Supreme Court ruled in that case that ownership over reclaimed foreshore lands under an amended
joint venture agreement between PEA and Amari could not be transferred from PEA to Amari
because: (1) reclaimed lands, being lands of the public domain, cannot be disposed of by the State
to any private person until such reclaimed lands are (a) reclassified as disposable or alienable, and
(b) declared to be no longer needed for public purpose, by law or presidential proclamation; (2)
alienable public lands cannot be disposed of by the State to private persons by sale or lease without
public bidding; and (3) alienable lands of the public domain cannot be disposed of to private
corporations, except by lease, in accordance with the constitutional ban on private corporations
acquiring lands of the public domain. The Supreme Court further ruled that the amended joint
venture agreement between PEA and Amari violated Section 3, Article XII of the Constitution,
declared the same as null and void ab znitio and enjoined PEA and Amari from implementing the
said agreement.

However, in the case of Chavez v. National Housing Authority (“NHA”) and R-II Builders, Inc. (the
“NHA Decision”) (G.R. No. 164527, August 15, 2007), the Supreme Court clarified that in certain
cases, the transfer of land, although illegal or unconstitutional, will not be invalidated on
considerations of equity and social justice. In the NHA Decision, NHA and R-II Builders Inc.
entered into a joint venture agreement for the development of the Smokey Mountain dumpsite
and the reclamation of the 40 hectares of the Manila Bay Area situated across Radial Road 10.
Similar to the Amari case, the amended joint venture agreement between NHA and R-1I Builders,
Inc. was questioned based on Section 3, Article XII of the Constitution, among other grounds.
However, unlike in the Amari case where the Supreme Court held that the subject reclaimed lands
remained to be lands of the public domain which cannot be held by private corporations except
by lease, the Supreme Court held in the NHA Decision that, by virtue of the transfer of the subject
reclaimed lands to NHA, said lands were automatically classified as lands of the private domain or
patrimonial properties of the State which can be sold or transferred to qualified private
corporations (i.e., private corporations which are at least 60% owned by Filipinos). In the NHA
Decision, the Supreme Court also upheld the validity of the joint venture agreement and
emphasized that the concurrent acts of the executive department, including the issuance of several
presidential proclamations and special patents therefore (which acts were found to be legal, valid
and binding by the court), had vested rights in favor of slum dwellers, the buyers of reclaimed land
who were issued titles over said land, and the agencies and investors who made investments in the
project. The Supreme Court also held that the ruling in the Amari case cannot be retroactively
applied since it may prejudice vested rights.



The Office of the Government Corporate Counsel (“OGCC”), through Opinion No. 244, Series
of 2007 dated November 13, 2007, confirmed the position of PRA that the jurisprudence found
in the NHA Decision is applicable to our titles to our land holdings in Aseana City, insofar as the
titles have already been registered in the name of purchasers in good faith and for value, and such
registration were completed prior to the PEA Amari Decision. This OGCC Opinion, however, is
on the premise that the private parties to whom the land were ultimately conveyed are qualified to
own the same under the Constitution and existing laws and jurisprudence.

While the PRA and OGCC are of the opinion that our titles can no longer be invalidated, there is
no assurance that the Government or third parties will not challenge our rights to such reclaimed
lands. Although PEA, as stated in the PEA Board Resolution No. 3448 Series of 2004 and its letter
dated July 15, 2004 to us, has committed to use its best efforts to defend our titles in Aseana City,
or to assist us in our defense thereof, should any claim or lawsuit to question our titles be filed
against us in the future, there can be no assurance that such defense will be successful. If any such
lawsuit against us is successful and our titles are invalidated by the Philippine courts, we may be
subject to reversion proceedings and ordered to transfer our titles to our land holdings in Aseana
City to the Government.

It is also stated in the said PEA Board Resolution and letter that, “if in any case and at any instance
in the future, the Supreme Court of the Philippines shall declare that the said conveyance is
unconstitutional ot illegal, PEA hereby commits to reimburse your company and/or assignees the
fair market value of your reclaimed land and investments including the improvements that may
have been made thereon.” There is a possibility that we may be entitled to compensation on a
quantum meruit basis only, if the ruling by the Supreme Court in the PEA Amari Decision (in
particular, the May 6, 2003 decision denying the Motion for Reconsideration) is determined by the
court to be applicable to our instance. In the PEA Amari Decision, the Supreme Court stated that
despite the nullity of the amended joint venture agreement between PEA and Amari, Amari was
not precluded from recovering from PEA in the proper proceedings, on a guantum meruit basis,
whatever Amari might have incurred in implementing the said joint venture agreement priof to its
declaration of nullity.

We are exposed to risks inherent in the Philippine property market (and especially Metro
Manila) as all of our properties are situated in the Philippines.

We are highly dependent on the performance of the Philippine property market since all of our
properties are located in the Philippines. Thus, we are directly affected by the risks that affect the
Philippine property market as a whole. Many factors contribute to fluctuations in the Philippine
property market including the general demand and supply of properties, increases and decreases
in interest rates, inflationary pressures, Government-related real estate policies such as the recent
lower loan-to-value ratios for commercial real estate loans and the BSP’s tightening of policies
related to real estate loans. Any decline in the value of land or real estate in the Philippines may
lead to a downward revaluation of our land holdings and other real estate assets, and a decrease in
our rental rates.

Our margins may be affected by increases in our operating and other expenses.

Our operations may be subject to increases in operating and other expenses due to a number of
factors including, but not limited to, any of the following:

. increases in raw material prices;
° increases in labor costs;
° increases in construction costs;



° increases in the rate of inflation;

° changes in laws, regulations or government policies which increase the cost of
compliance with such laws, regulations or policies;

. increases in insurance premiums;

. increases in customs duties, business taxes, property taxes and other statutory
changes;

° adverse changes in the cost of existing and future debt financing; and

. other unanticipated circumstances or cost increases.

Impact of COVID-19 Pandemic on the Group’s Business

The COVID-19 pandemic started to become widespread in the Philippines in early March 2020.
The measures taken by the government to contain the virus have affected economic conditions
and the Group’s business operations. The following are the impact of the COVID-19 pandemic
to the Group’s business:

° interruptions in the construction of on-going projects;

o difficulty in the collection of accounts receivables from tenants on leases and
reimbursable charges;

. delays in collection from residential buyers on turnover balances of a completed
project;

. temporary setbacks in pre-selling of residential units; and,

. additional administrative expenses were incurred to ensure health and safety of its

employees and customers such as the frequent disinfection of facilities and
COVID-19 testing for its employees.

In response to this matter, the Group has taken the following actions:

° re-evaluated schedules and completion of projects’ under construction;

o launched digital platform and collection portal towards the end of the third
quarter to provide convenient payment access to the customers;

. granted an average of 10% to 50% discount on variable leases (i.e., computed as
3% of monthly gross products sales) to certain tenants for six months, and
deferment of payments for lessees and residential buyers for two months;

. activated digital marketing initiatives to reach existing and potential residential
buyers; and,

. implemented stringent health protocols within the Group’s offices and project
sites.

Based on the above actions and measures taken by management to mitigate the adverse effect
of the pandemic, it projects that the Group would continue to report positive results of
operations and would remain liquid to meet current obligation as it falls due. Accordingly,
management has not determined material uncertainty that may cast significant doubt on the
Group’s ability to continue as a going concern.



Item 2. Properties

As of the date of this report, we own 448 parcels of land with an aggregate land area of
approximately 778,557.8 sq.m., comprising 569,359 sq.m. in terms of our land holdings in Aseana
City and 209,198.8 sq.m. for land holdings outside Aseana City. In addition, we own eight self-
developed buildings with an aggregate floor area of 89,914.20 sq.m. In October 2020, the Group
acquired a certain property in Makati City with a total land area of 770 sq.m. As of December 31,
2020, we do not lease any properties or building units from any third party.

Owned real properties

The parcels of land that we own constitute raw land that forms our land holdings and include areas
that are subject to existing land leases, or which have been utilized by our Group for development
of real estate projects. The buildings that we own are either occupied by our Group as our offices

ot leased to third parties pursuant to lease agreements.

As of December 31, 2020, certain parcels of our land are used as collateral in connection with our
bank loans and borrowings.

Mortgaged Land

Area (sq.m.) Creditor Nature of Loan
7,604.0 Bank of the Philippine Long-term loan and revolving promissory note line
Islands granted to our Company
31,472.0 Bank of the Philippine Long-term loan and revolving promissory note
Islands Line granted to our Company

Medium-term loan granted to our subsidiary,
Aseana Holdings, Inc.

7,720.0 BDO Unibank, Inc. Credit line and domestic bills purchase line granted
to our Company

7,897.0 Security Bank Term loan and domestic bills purchase line granted
Corporation to our subsidiary, Aseana Holdings, Inc.



The table below sets forth certain basic information on our owned buildings as of the date
of this report.

Total Floor Area
Location / Building (sq.m.) Usage
Aseana One 20,189.10 Mixed use office building
Aseana Two 14,288.90 Mixed use office building
Aseana Three 30,914.00 Mixed use office building
Aseana Square 2,136.70 Commercial and retail complex
Aseana Powerstation 4,710.00 Commercial and retail complex
Building
Aseana Town Center 12,848.60 Commercial and retail complex
DMWATI Building 1,041.80 Oftice with ground floor retail
S&R Building (2™ Floor) 3,785.10 Mixed used office building
Total 89,914.20
Total Floor Area
Location / Building (sq-m.) Usage
Erlag Building 770 Commercial and retail complex

As of December 31, 2020, except as disclosed above, there were no mortgages, liens or other
encumbrances attached to such owned properties or any limitations on our ownership or usage of
such properties, other than liens created by operation of law, voluntary development restrictions
imposed upon all tenants in Aseana City due to their acceptance of membership in ABPEA.

Owned personal properties

As of December 31, 2020, we owned certain personal property comprising machinery and
equipment as described below.

Value (in P)

Machinery and construction equipment......... 44.4
Transportation equIPMENt.......ccevvuvevererirerecnn. 11.3
Furniture and office equipment........c.ceucueeee. 94.5
Other machinery and equipment..................... 0.1




Ongoing Projects

Pixel Residences

Pixel Residences is the first mixed-used residential development of the Company conceptualized
to meet the demand for quality, generous living spaces and a private space at a prime location.
Starting the last quarter of 2019, the Company has started the turnover of units for this project.

As of December 31, 2020, P280.2 million from the Offering Proceeds were released for this
project.

8912 Asean Ave.

8912 Asean Ave. (formerly Aseana 4) is a 15-story office building with total gross leasable area of
approximately 68,000 sq.m. and is the Group’s largest office project to date. The project stretches
120 meters along Aseana Ave. with convenient access to retail options at the Ayala Malls Manila
Bay, connected through an elevated walkway. Commercial retail spaces are located on the first
level while offices are located starting on the fifth floor and above.

As of December 31, 2020, P1,919.8 million from the Offering Proceeds were used to fund the
planning related activities, pile driving and construction works of this project.

MidPark Towers

Compirises of four 15-story buildings on top of a common podium that offers various sizes ranging
from 40.3 sq.m. for a studio unit to 105 sq.m. for a three-bedroom unit.

MidPark Towers is situated within two to five kilometers from all terminals of Ninoy Aquino
International Airport and the recently inaugurated Paranaque Integrated Terminal Exchange
(formerly known as Southwest Integrated Bus Terminal Exchange). The property is within walking
distance from Ayala Malls Bay Area and the planned Light Rail Transit Aseana station.

As of December 31, 2020, P234.7 million from the Offering Proceeds were released for the
design, planning, pile driving and general construction works of the project

Parqal

Parqgal with approximately 67,000 sq.m. leasable floor area is a mixed-use project with office and

retail spaces that stretches from Diokno Ave. to Macapagal Ave.

The project features a climate protected and walkable mixed-use development with a 50% retail
component. It is composed of nine independent 4-storey buildings. Around 60% of Parqal lot

area is dedicated to lush green landscapes and recreational facilities.

As of December 31, 2020, P1,441.0 million from the Offering Proceeds were allocated and fully

used to fund the design, planning, pile driving and general construction works of this project.
Aseana Plaza

Aseana Plaza is the fifth and latest office project of the Group, located along Asean Avenue
beside 8912 Asean Avenue & Parqal Mixed-use development.



Aseana Plaza is designed to cater to the traditional corporate offices and Business Process
Outsourcing industry, and gaming and tourism-related companies.

The four-tower project sits in an approximately 15,000 sqm site and to date has a total
construction floor area of 230,173.14 sq.m. and a gross floor area of approximately 150,000 sqm.
It is connected to the skywalk system master plan that follows Aseana City’s urban concept.
As of December 31, 2020, P91.3 million of the Offering Proceeds were released to fund the
design and planning works of this project.

Item 3. Legal Proceedings

There are pending claims and legal actions filed by the Group or against the Group arising from
the normal course of its business. Management believes that the ultimate liability, if any, with

respect to such litigations, claims and disputes will not materially affect the financial position and
results of operations of the Group.

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

There were no matters submitted to a vote of security holders during the fourth quarter of the
calendar year covered by this report.

PART II - OPERATIONAL AND FINANCIAL INFORMATION
Item 5. Market for Issuer's Common Equity and Related Stockholder Matters
Market Information

The Company’s shares of stock are officially listed in the Philippine Stock Exchange on
June 29, 2018.

As of December 31, 2020, the closing price of the Company’s shates of stock is P7.60/share.

Philippine Stock Exchange
Prices (in PhP/Share)

2021 2020 2019
Hich Low Close High Low Close High Low Close
First Quarter 7.60  6.55 6.90 9.80 6.55 7.00 11.72 7.70 11.60
Second Quarter - - - 7.24 6.19 6.20 12.38 9.34 9.75
Third Quarter - - - 6.37 5.21 5.21 11.40 8.75 9.75
Fourth Quarter - - - 8.26 5.08 7.60 10.42 9.50 9.90



As of March 31, 2021, the closing price of the Company’s shares is P6.90/share.

Shareholders

There are 23 registered holders of common shares of the Company as of December 31, 2020.

The following are the registered holders of the common equity securities of the Company:

Stockholder Name No. of Shares % to Total Shares
1. Wendel Holdings Co., Inc. 2,136,554,780 62.92
2. PCD Nominee Corporation — Filipino 660,332,573 19.45
3. Delfin Wenceslao Jr. 578,808,847 17.04
4. Intelli Searchrev Corporation 9,788,400 0.29
5. PCD Nominee Corporation — Non-Filipino 7,077,699 0.21
6. Sysmart Corporation 1,538,000 0.05
7. Intelli Searchrev Corporation 1,152,600 0.03
8.  Serafin U. Salvador Jr. 240,000 0.01
9. Serafin U. Salvador Jr. 166,700 0.00
10.  Ariane Dominique Marie M. Moreno 142,300 0.00
11.  Serafin Salvador Jr. 50,000 0.00
12, Joselito C. Herrera 5,000 0.00
13.  Ma. Christmas R. Nolasco 3,000 0.00
14.  Jaybee C. Baraquel 1,000 0.00
15. Gabrielle Claudia F. Herrera 500 0.00
16. Nadezhda Iskra F. Herrera 500 0.00
17. Milagros P. Villanueva 500 0.00
18.  Myra P. Villanueva 500 0.00
19.  Myrna P. Villanueva 500 0.00
20. Marietta V. Cabreza 500 0.00
21.  Alberto Victor P. Fenix Jr. 100 0.00
22.  Oscar Sison Reyes 100 0.00
23.  Botschaft N. Cheng or Sevila NGO 1 0.00
Dividends
Class Declaration Date Amount Record Date Payment date
Common shates February 15, 2019 119,999,650 March 4, 2019 March 28, 2019
Common shares April 24, 2020 159,999,533 May 11, 2020 June 4, 2020
Common shares March 3, 2021 159,999,533 March 22, 2021 April 8, 2021



Item 6. Management's Discussion and Analysis or Plan of Operation

2020

DMW’s Net Income Reaches P2.13 Billion in 2020

Financial and Operational Highlights

(In Millions Pesos, except for financial ratios and percentages)

Profit & Loss Data

Revenues

Cost of services and sales

Gross profit

Other operating expenses - net

Other income (expenses)

Net income attributable to
owners of the Parent company

Balance Sheet Data
Total Assets
Total Liabilities
Total Equity attributable to
owners of the Parent company

Other Key Financial Ratios
Current Ratio
Debt to Equity
Return on Equity
Net income contribution
Recurring Income Contribution

Key Operating Data
Total leased land area (sq.m.)

Total leasable floor area (sq.m.)
Total occupancy rate

(leased buildings) (%)

Twelve months ended December 31

(AUDITED)
% to % to %
2020 Revenues 2019 Revenues Change
2,734 100% 3,513 100% -22%
663 24% 094 20% -4%
2,071 76% 2,819 80% -27%
351 13% 548 15% -36%
1,079 39% 1,056 30% 2%
2,131 78% 2,374 68% -10%
Dec 31 % to Total Dec 31 % to Total %
2020 Assets 2019 Assets Change
32,870 100% 31,267 100% 5%
10,586 32% 10,734 34% -1%
21,704 66% 19,987 64% 9%
As of the period ended
December 31, 2020 December 31, 2019
1.42 1.61
6% 3%
10% 12%
79% 64%
72% 56%
As of the period ended
December 31, 2020 December 31, 2019
158,079 158,079
90,712 89,914
93% 98%



Revenue

Total consolidated revenue decreased by P779.0 million, or 22.2%, from P3,513.4 million in 2019
to P2,734.4 million in 2020, primarily due to the following:

Rentals

Our total rental revenue from rentals increased by P1.5 million, or 0.1%, from P1,958.8
million in 2019 to P1,960.3 million in 2020.

° Rentals of Building. Rentals of building increased by P15.6 million, or 2.0%, from
P793.5 million in 2019 to P809.1 million in 2020. The increase was primarily
attributable to the renewal of contract of lease with a higher lease rate. In October
2020, the Group acquired certain property in Makati. Our total aggregate leasable
floor area increased from 89,914 sq.m in 2019 to 90,712 sq.m in 2020.

° Other revenue. Other revenue decreased by P13.5 million, or 7.3%, from
P186.2 million in 2019 to P172.7 million in 2020. The decrease was primarily
attributable to the decrease in reimbursable charges and parking collections as an
effect of the pandemic.

Land Sales

No sale of land in Aseana City was transacted for the twelve months ended December
31, 2020. Sale of lots in Aseana City amounted to P935.9 million for the same period of
2019.

Construction Contracts

Total construction revenue decreased by P46.3 million, or 65.1%, from P71.1 million in
2019 to P24.8 million in 2020 primarily due to the decrease in construction activities
rendered to external customers due to pandemic. Also, in 2020, the Group started to focus
its construction resources in completing its on-going internal projects.

Sale of Condominium Units

The revenue from sale of condominium units increased by P201.6 million, or 36.8%,
from P547.7 million in 2019 to P749.3 million in 2020. This increase was attributable
primarily to the increase in the number of units, both for Pixel and MidPark project, that
are qualified for revenue recognition in 2020 compared to units for the same period in
2019. Furthermore, there’s an increase in incremental percentage of completion in 2020
compared to the incremental percentage of completion for the same period in 2019. As
of December 31, 2020, Pixel and Midpark project has a percentage of completion of
92.2% and 16.2%, respectively.



Cost of Services and Sales

Our consolidated cost of services and sales decreased by P31.2 million, or 4.5%, from
P694.3 million in 2019 to P663.1 million in 2020.

Rentals

Costs of rentals decreased by P29.9 million, or 11.2%, from P267.2 million in 2019 to
P237.3 million in 2020. The decrease was primarily attributable to decrease in cost of
utilities and building maintenance as a result of the pandemic.

Land Sales

Costs of land sales decreased by P66.7 million, or 100%, from 2019. As discussed in a
previous paragraph, there was no land sale in 2020.

Construction Contracts

Costs of construction contracts decreased by P29.5 million, or 64.3%, from P45.9 million
in 2019 to P16.4 million in 2020. Most of the Group’s construction activities in 2020 are
internal projects.

Sale of Condominium Units

Cost of sale of condominium units increased by P95.0 million, or 30.2%, from P314.5
million in 2019 to P409.5 million in 2020. The increase was attributable primarily to the
increase in percentage of completion of Pixel Residences and MidPark Towers as well as
the related cost of additional units which are qualified for revenue recognition.

Other Operating Expenses - net

Other operating expenses - net decreased by P197.3 million, or 36.0%, from P548.2 million in
2019 to P350.9 million in 2020.

Other Operating Income

Other operating income increased by P93.7 million, or 172.7%, from P54.3 million in 2019
to P148.0 million in 2020 mainly due to the sale of air rights and reversal of expected credit
loss on receivables previously accrued in prior years.

Operating expenses

Operating expenses decreased by P103.6 million, or 17.2%, from P602.5 million in 2019
to P498.9 million in 2020. The decrease was attributable primarily to (i) decrease in
commissions of P92.4 million for sales agents due to decrease in sales take up (ii) decrease
in depreciation expense due to fully depreciated property and equipment of P7.9 million.



Other Income (net)

Other income increased by P23.1 million, or 2.2% from total net other income of P1,056.3 million
in 2019 to total net other income of P1,079.4 million in 2020 primarily due to the following:

Finance Income

Finance income decreased by P205.9 million, or 69.2%, from P297.3 million in 2019 to
P91.5 million in 2020. The decrease was attributable primarily to the maturity of short-
term placements.

Other Income

Other Income decreased by P150.0 million, or 17.6%, from P850.0 million in 2019 to
P1,000.0 million in 2020. In 2020, the Group reversed the Advances to ADI amounting to
P1.0 billion upon the prescription of these advances and the completion of all administrative
matters relating to the CA and SA in 2020. Management, in consultation with its legal
counsel, believes that full restitution of ADI was already served and no further claims against
DMWAI under the JV Agreement is expected. The advances from co-joint venturer is
previously presented as part of current liabilities in the statement of financial position as of
December 31, 2019. In the same period of 2019, the Company received a non-refundable
portion of P2,050.0 million amounting to P850.0 million in relation to the giving of its consent
in favor of a third party to buy from another party certain parcels of land contributed to a joint
venture arrangement (see Note 13.2b of the 2020 consolidated financial statements).

Tax Expenses

Tax expenses decreased by P439.7 million, or 40.9%, from P1,075.2 million in 2019 to P635.5
million in 2020, representing an effective income tax rate of 30.6% and 23.2% of gross revenue,
respectively. The decrease was primarily due to the sale of land in 2019 between subsidiaries which

is being eliminated in consolidation. There was no such transaction occurred in the same period
in 2020.

Net Profit

Net profit attributable to parent decreased by P243.3 million, or 10.2%, from P2,374.0 million in
2019 to P2,130.7 million in 2020.

Balance Sheet Accounts

Total Assets
The Company’s total assets increased by P1,590.2 million, or 5.1%, from P31,266.8 million
as of December 31, 2019 to P32,857.0 million as of December 31, 2020 due to the following:

e Receivables increased by P861.0 million, or 16.0%, from P5,385.8 million to P6,246.8
million as of December 31, 2019 and 2020, respectively, primarily due to recognition of
rental receivable based on PAS17 amounting to P580.1 million and advance payment to
suppliers related to the on-going construction amounting to P338.5 million.



Land and land development cost increased by P100.0 million, or 5.0%, from P2,012.5
million to P2,112.5 million as of December 31, 2019 and 2020, respectively, primarily due
to the capitalized costs incurred in developing Aseana City.

Investment property increased by P2,966.8 million, or 23.6%, from P12,572.7 million to
P15,539.5 million as of December 31, 2019 and 2020, respectively, primarily due to the on-
going construction of 8912 Asean Ave., Parqal and Aseana Plaza.

Cash and cash equivalents decreased by P781.9 million, or 15.0%, from P5,211.4 million
to P4,429.5 million as of December 31, 2019 and 2020, respectively, primarily due to
payments to suppliers and subcontractors, cash dividends, taxes and licenses and other
operating expenses net of collections from rentals and sale of condominium units.

Contract asset decreased by P157.0 million, or 63.0%, from P249.0 million to P92.0 million
as of December 31, 2019 and 2020, respectively, primarily due to the collection from sale
of condominium units already exceeds the cumulative sales based on percentage of
completion.

Property development costs decreased by P99.5 million, or 8.5%, from P1,168.1 million
to P1,068.6 million as of December 31, 2019 and 2020, respectively, mainly due to the
recognized cost of sale from condominium units. As of December 31, 2020, the percentages
of completion for Pixel Residences and MidPark Towers are 92.2% and 16.2%, respectively.

Other current assets decreased by P1,013.2 million, or 35.1%, from P2,886.4 million to
P1,8537.2 million as of December 31, 2019 and 2020, respectively, primarily due to
maturity of short-term time deposits net of increase input VAT from supplier’s and
subcontractor’s billings.

Other non-current asset decreased by P261.4 million, or 23.6%, from P1,106.0 million to
P844.6 million as of December 31, 2019 and 2020, respectively, primarily due to
recoupment of advance payment to suppliers related to the on-going construction.

Total Liabilities

Total liabilities decreased by P160.9 million, or 1.5%, from P10,733.6 million as of

December 31, 2019 to P10,572.7 million as of December 31, 2020, respectively, due to the
following:

Advances from a co-joint venturer decreased by P1,040.0 million, or 100% due to reversal
of these advances upon prescription and completion of all administrative matters relating
to the CA and SA in 2020 (see Note 13.2b of the 2020 consolidated financial statements).

Deposits and advances decreased by P154.9 million, or 10.0%, from P1,549.9 million to
P1,395.0 million as of December 31, 2019 and 2020, respectively, mainly due to application
of advance rental.

Loans and borrowings increased by P885.3 million, or 173.0%, from P511.7 million to
P1,397.0 million as of December 31, 2019 and 2020, respectively, due to availment of loans
to support its on-going projects.



e Contract liability increased by P136.1 million, or 24.5%, from P554.7 million to P690.8
million as of December 31, 2019 and 2020, respectively, due to the increase in the amount
received from real estate customers in excess of the amount the Group has rights to receive
based on the progress of the real estate development.

e Deferred tax liabilities increased by P154.4 million, or 17.1%, from P902.3 million to
P1,056.7 million as of December 31, 2019 and 2020, respectively, due to recognition of
income taxes related to deferred rental income.

Total Equity

Total equity attributable to holders of parent company increased by P1,717.7, or 8.6%,
from P19,986.7 million to P21,704.4 million as of December 31, 2019 and 2020, respectively,
primarily due to the results of operation of P2,130.7 million for the year ended December 31, 2020,
net of the Group’s declaration and payment of dividends of P360.0 million.

Other Key Financial Ratios

The Company’s key performance indicators are measured in terms of the following: (a)
Current ratio which determines the liquidity of the Company (b) Debt to equity which determines
the Company’s financial leverage (c) Return on equity which measures the profitability to capital
provided by stockholders (d) net income ratio which measures the ratio of net profit to total gross
revenue (e) recurring income contribution.

e Current ratio decreased to 1.47 from 1.61 as of December 31, 2020 and 2019, respectively,
mainly due to increase in capital expenditures thus, decrease in cash and cash equivalents.

e Debt to equity ratio increased to 6% from 3% as of December 31, 2020 and 2019,
respectively, due to availment of loans to support capital expenditure.

e Return on equity decreased to 10% from 12% as of December 31, 2020 and 2019,
respectively, due to the decrease in the results of operation.

e Net income margin increased to 79% as of the period ended December 31, 2020 from
64% as of the same period in 2019 mainly due to land sale recognized in 2019. There was
no land sale transaction occurred in 2020.

e Recurring income contribution increased to 72% in 2020 from 56% in 2019. As mentioned
above, there were no land sale transaction occurred in 2020 compared on the same period
in 2019.

The Company has no known direct or contingent financial obligation that is material to the
Company, including any default acceleration of an obligation. There were no contingent liabilities
or assets in the Company’s balance sheet. The Company has no off-balance sheet transactions,
arrangements, obligations during the reporting year as of balance sheet date.



DMW’s Delivers 24% Net Income Growth to P2.37 billion in 2019

Financial and Operational Highlights

(In Millions Pesos, except for financial ratios and percentages)

Twelve months ended December 31

(AUDITED)
% to % to %
2019 Revenues 2018 Revenues  Change
Profit & Loss Data
Revenues 3,513 100% 2,152 100% 39%
Cost of services and sales 706 20% 347 16% 103%
Gross profit 2,807 80% 1,805 84% 56%
Other operating expenses - net 540 15% 433 20% 25%
Other income (expenses) 1,061 30% 1,205 56% (11%)
Net income attributable to
owners of the Parent company 2,374 68% 1,911 89% 24%
Dec 31 % to Total Dec 31 % to Total %
2019 Assets 2018 Assets Change
Balance Sheet Data
Total Assets 31,276 100% 29,789 100% 5%
Total Liabilities 10,743 34% 10,923 37% (2%)
Total Equity attributable to
owners of the Parent company 20,533 66% 18,197 61% 13%
As of the period ended
Other Key Financial Ratios December 31, 2019 December 31, 2018
Current Ratio 1.61 1.61
Debt to Equity 3% 11%
Return on Equity 12% 14%
Net income contribution 64% 89%
Recurring Income Contribution 56% 88%
As of the period ended
Key Operating Data December 31, 2019 December 31, 2018
Total leased land area (sq.m.) 158,079 155,418
Total leasable floor area (sq.m.) 89,914 89,914
Total occupancy rate 98% 98%

(leased buildings) (%)



Revenue

Total consolidated revenue increased by P1,361.1 million, or 63.5%, from P2,152.3 million in 2018
to P3,513.4 million in 2019, primarily due to the following:

Rentals
Our total rental revenue from rentals increased by P57.6 million, or 3.0%, from P1,901.2

million in 2018 to P1,958.8 million in 2019.

. Rentals of I.and. Rentals of land increased by P13.8 million, or 1.4% from
P965.2 million in 2018 to P979.1 million in 2019. The increase was primarily
attributable to the full year recognition of income from Prestige Bay Development

Corporation as a lessee commencing in March 2018, with a leased land area of
4,897.0 sq.m. Our total leased land area increased from 156,685 sq.m. as of
December 31, 2018 to 158,079 sq.m. as of the same period of 2019.

° Rentals of Building. Rentals of building increased by P31.4 million, or 4.1%, from
P762.1 million in 2018 to P793.5 million in 2019. The increase was primarily
attributable to the effect of the completion and recognition of rentals from Aseana
Three starting January 2018. As of December 31, 2017, Aseana Three is not yet
completed and no rental revenue has yet been recognized. Total leasable floor area
aggregated to P89,914 sq.m as of December 31, 2019 and 2018.

° Other revenue. Other revenue increased by P12.4 million, or 7.1%, from
P173.8 million in 2018 to P186.2 million in 2019. The increase was primarily
attributable to the effect full year effect of occupancy in Aseana Three, which
contributed to an increase in CUSA fees payments received from our tenants.

Land Sales

Total land sale revenue increased by P934.6 million, or 74,600.7%, from P1.3 million in
2018 to P935.9 million in 2019 primarily due to the sale of 2,202 sq.m land area at
P425,000 (exclusive of value-added tax) per sq.m. In 2018, the Parent Company received
P1,200.0 million as Other income (see discussion on Other income) which resulted in the
Parent Company not needing to sell lots in Aseana City to support the Group’s

development projects. Hence, no sale of land in Aseana City was transacted for the
twelve months ended December 31, 2018.

Construction Contracts
Total construction revenue decreased by P59.4 million, or 45.5%, from P130.5 million in
2018 to P71.1 million in 2019 primarily due to the decrease in construction activities

rendered to external customers. In 2019, the Group started to focus its construction
resources in completing its on-going internal projects.

Sale of Condominium Units

The revenue from sale of condominium units increased by P428.3 million, or 358.9%,
from P119.4 million in 2018 to P547.7 million in 2019. This increase was attributable



primarily to the increase in the number of units, both for Pixel and MidPark project, that
are qualified for revenue recognition in 2019 compared to units for the same period in
2018. Furthermore, there’s an increase in incremental percentage of completion in 2019
compared to the incremental percentage of completion for the same period in 2018. As
of December 31, 2019, Pixel and Midpark project has a percentage of completion of
70.51% and 12.94%, respectively.

Cost of Services and Sales

Our consolidated cost of services and sales increased by P347.5 million, or 100.2%, from
P346.8 million in 2018 to P694.3 million in 2019 due primarily to the following:

Rentals

Costs of rentals increased by P54.8 million, or 25.8%, from P212.4 million in 2018 to
P267.2 million in 2019. The increase in cost was due primarily to the increase in real
property tax of P22.6 million, increase in utilities of P13.0 million, increase in
depreciation of P4.7 million, increase in outside services of P5.0 million, and increase in
other materials and supplies of P4.7 million.

Land Sales

Costs of land sales increased by P66.7 million, or 166,435.0%, from P0.04 million in
2018 to P66.7 million in 2019. There is no land sale within Aseana City in 2018.

Construction Contracts

Costs of construction contracts decreased by P15.6 million, or 25.4%, from P61.5 million
in 2018 to P45.9 million in 2019. The decrease in cost was due primarily to lesser
construction activities rendered to external parties.

Sale of Condominium Units

Cost of sale of condominium units increased by P241.6 million, or 331.4%, from
P72.9 million in 2018 to P314.5 million in 2019. The increase was attributable primarily
due to increase in the number of units that are qualified for revenue recognition and an
increase in incremental percentage of completion in 2019 compared to the same period
in 2018.

Other Operating expenses - net

Other operating expenses - net increased by P115.0 million, or 26.5%, from P433.2 million in
2018 to P548.2 million in 2019. The increase was attributable primarily to the increase in
commission expenses of P63.9 million. In 2018, the Company received a reimbursement of
arbitration cost amounting to P50.9 million and is part of other operating income account in the
consolidated statements of profit and loss. The Company does not have the same transaction in
2019.



Other Income (net of charges)

Other income decreased by P149.7 million, or 12.4% from P1,206.0 million (net of charges) in
2018 to P1,056.3 million (net of charges) in 2019 primarily due to the following:

Finance Income

Finance income increased by P227.8 million, or 327.8%, from P69.5 million in 2018 to
P297.3 million in 2019. The increase was attributable primarily to the recognition of
interest income from additional short-term placements.

Finance Costs

Finance costs increased by P28.6 million, or 40.9%, from P69.9 million in 2018 to P98.5
million in 2019. The increase was attributable primarily to the recognition of interest
expense related from lease liabilities amounting to P12.3 million and increase in bank
interest charges amounting to P10.7 million.

Other Income

Other Income pertains to the non-refundable consideration received in relation to the
Company’s giving of its consent in favor of a third party to be able to buy from another
party certain parcels of land contributed to a joint arrangement (see note 20 to the
consolidated audited financial statements). Subject to certain terms and conditions
governing the transfer of such rights to the third party, the Company is entitled to
consideration totaling P2,050.0 million over two years, of which a non-refundable
portion amounting to P850.0 million and 1,200.0 million was received by the Company
for the twelve months ended December 31, 2019 and 2018, respectively.

Tax Expenses

Our tax expenses increased by P122.8 million, or 23.0%, from P657.5 million in 2018 to
P1,075.2 million in 2019, representing an effective income tax rate of 30.6% and 30.5% of gross
revenue, respectively.

Net Profit

Net profit attributable to parent company increased by P462.8 million, or 24.2%, from
P1,911.2 million in 2018 to P2,374.0 million in 2019.

Balance Sheet Accounts

Total Assets
The Company’s total assets increased by P1,478.1 million, or 5.0%, from P29,788.7 million as of
December 31, 2018 to P 31,266.8 million as of December 31, 2019 due to the following:

e Cash and cash equivalents decreased by P2,337.8 million, or 31.0%, from P7,549.2
million to P5,211.4 million as of December 31, 2018 and December 31, 2019,
respectively, primarily due to payment of maturing loans and payment to subcontractors
for the on-going construction of the Group’s pipeline projects.



Receivables increased by P574.5 million, or 11.9%, from P4,811.3 million to P5,385.8
million as of December 31, 2018 and December 31, 2019, respectively, primarily due to
the recognition of rental receivable based on PAS17.

Contract asset increased by P82.3 million, or 49.4%, from P166.7 million to P249.0
million as of December 31, 2018 and December 31, 2019, respectively, primarily due to
the increase in units that qualified for revenue recognition and the increase in percentage
of completion of Pixel Residences and MidPark Towers. Contract asset pertains to
unconditional rights to payment for the total consideration upon the completion of the
development of the property sold.

Land and land development cost decreased by P149.7 million, or 6.9%, from 2,162.2
million to P2,012.5 million as of December 31, 2018 and December 31, 2019,
respectively, primarily due reclassification of cost of land leased area to investment
properties - net.

Property development costs increased by P456.7 million, or 64.2%, from P711.4 million
to P1,168.1 million as of December 31, 2018 and December 31, 2019, respectively,
primarily due to the cost incurred in constructing Pixel Residences and MidPark Towers.
As of December 31, 2019, percentage of completion for Pixel Residences and MidPark
Towers is 70.5% and 12.9%, respectively.

Other current assets increased by P1,032.0 million, or 55.7%, from P1,854.4 million to
P2,886.4 million as of December 31, 2018 and 2019, respectively, primarily due to
additional placements to short-term time deposits.

Property, plant and equipment - net increased by P311.4 million, or 238.3%, from P130.7
million to P442.1 million as of December 31, 2018 and December 31, 2019, respectively,
primarily due to the cost of Aseana Three allocated for the Group’s own use of office
space and the related cost incurred for its fit out.

Investment properties - net increased by P1,124.3 million, or 9.8%, from P11,448.4
million to P12,572.7 million as of December 31, 2018 and December 31, 2019,
respectively, primarily due to the cost incurred for 8912 Asean Ave., Parqal, Aseana
Plaza, 58 Jupiter, and reclassification of cost of land leased area from Land and Land
Development Cost. In 2019, the Group recognized a right-of-use asset amounting to
P158.2 million related to a leased land where Aseana Three is located.

Deferred tax assets increased by P123.0 million, or 256.5% from P47.9 million to
P170.9 million as of December 31, 2018 and December 31, 2019, respectively, primarily
due to taxes paid related to collections from buyers of condominium units.

Other non-current assets increased by P382.4 million, or 52.8%, from P723.6 million to
P1,106.0 million as of December 31, 2018 and December 31, 2019, respectively,



primarily due to additional deposit or downpayment on progress billings of
subcontractors.

Total Liabilities

Total liabilities in decreased by P189.1 million, or 1.7%, from P10,922.7 million as of December
31, 2018 to P10,733.6 million as of December 31, 2019 due to the following:

Loans and borrowings decreased by P1,417.2 million, or 73.5%, from P1,928.9 million to
P511.7 million as of December 31, 2018 and December 31, 2019, respectively, primarily
due payment of maturing loans.

Trade and other payables increased by P181.6 million, or 17.9%, from P1,014.0 million
to P1,195.6 million as of December 31, 2018 and December 31, 2019, respectively,
primarily due to increase in deferred output VAT payable of P235.0 million, increase in
retention payable of P38.1 million related to a portion of progress billings from suppliers,
increase in other liabilities pertaining to statutory payables of P61.1 million, and decrease
in payable to subcontractors and suppliers of P152.6 million.

Contract liability increased by P344.2 million, or 163.6%, from P210.5 million to
P554.7 million as of December 31, 2018 and December 31, 2019, respectively, primarily
due to the increase in the amount received from real estate customers in excess of the
amount the Group has rights to receive based on the progress of the real estate
development.

Deposits and advances increased by P251.5 million, or 19.4%, from P1,298.4 million to
P1,549.9 million as of December 31, 2018 and December 31, 2019, respectively, mainly
due to payments received related to the sale of condominium units of Pixel Residences
and MidPark Towers.

Lease liability increased by P164.4 million, or 100%, as of December 31, 2019 primarily
due to adoption of PFRS 16. Lease liability is measured at the present value of the lease
payments unpaid discounted using implicit interest rate (see note 2.18 of consolidated
audited financial statements).

Income tax payable increased by P388.6 million, or 349.5%, as of December 31, 2019
primarily due to the increased of net taxable income.

Deferred tax liabilities increased by P181.6 million, or 24.2%, from P721.0 million to
P902.6 million as of December 31, 2018 and December 31, 2019, respectively, due to
recognition of deferred income taxes related to deferred rental income.

Retirement benefit obligation decreased by P24.1 million, or 87.3%, from P27.6 million
to P3.5 million as of December 31, 2018 and 2019, respectively, due to establishment of
post-employment benefit plan that is being administered by a trustee bank legally
separated from the Group.



Total Equity

Total equity increased by P1,667.2 million, or 8.8%, from P18,866.0 million to P20,533.2 million
as of December 31, 2018 and December 31, 2019, respectively, primarily due to the results of
operation of P2,252.0 million for the year ended December 31, 2019, increase in revaluation
reserves — net of P20.4 million, net of declaration of dividends of P524.5 million, and effect in
change in ownership of P80.6 million that resulted from the sale of rights.

Other Key Financial Ratios

The Company’s key performance indicators are measured in terms of the following: (a)
Current ratio which determines the liquidity of the Company (b) Debt to equity which
determines the Company’s financial leverage (c) Return on equity which measures the
profitability to capital provided by stockholders (d) net income ratio which measures the ratio of
net profit to total gross revenue (e) recurring income contribution.

e Current ratio decreased to 1.61 from 1.62 as of December 31, 2019 and 2018,
respectively, mainly due to the proceeds from the listing of the Company’s shares.

e Debt to equity ratio decreased to 3% from 11% as of December 31, 2019 and 2018,
respectively, due to payment of maturing loans.

e Return on equity decreased to 12% from 14% as of December 31, 2019 and 2018,
respectively, as a result of operations.

Net income margin increased to 64% as of the period ended December 31, 2019 from
89% as of the same period in 2018 mainly due to change in revenue mix. In 2018, the
Parent Company received P1,200.0 million as Other income (see discussion on Other
income) which resulted in the Parent Company not needing to sell lots in Aseana City.

e Recurring income contribution decreased to 56% in 2019 from 88% in 2018. As
discussed above, there was a change in revenue mix as a result of land sale for the year.

The Company has no known direct or contingent financial obligation that is material to the
Company, including any default acceleration of an obligation. There were no contingent liabilities
or assets in the Company’s balance sheet. The Company has no off-balance sheet transactions,
arrangements, obligations during the reporting year as of balance sheet date.



2018

DMW’s Net Income Accelerates 23% to P1,911 million in 2018

Financial and Operational Highlights
(In Millions Pesos, except for financial ratios and percentages)

Twelve months ended December 31

(AUDITED)
% to % to %
2018 Revenues 2017 Revenues Change
Profit & Loss Data
Revenues 2,152 100% 2,778 100% (23%)
Cost of services and sales 347 16% 440 16% (21%)
Gross profit 1,805 84% 2,339 84% (23%)
Other operating expenses - net 433 20% 180 6% 141%
Other income (expenses) 1,206 56% (66) (2%) 1,926%
Net income 1,921 89% 1,558 56% 23%
Net income attributable to
owners of the Parent company 1,911 89% 1,558 56% 23%
Dec 31 % to Total Dec 31 % to Total %
2018 Assets 2017 Assets Change
Balance Sheet Data
Total Assets 29,789 100% 20,374 100% 46%
Total Liabilities 10,923 37% 11,055 54% (1%)
Total Equity attributable to
owners of the Parent company 18,197 61% 8,660 43% 110%
As of the period ended
Other Key Financial Ratios December 31, 2018 December 31, 2017
Current Ratio 1.62 0.75
Debt to Equity 11% 29%
Return on Equity 14% 20%
Net income contribution 89% 56%
Recurring Income Contribution 88% 52%
As of the period ended
Key Operating Data December 31, 2018 December 31, 2017
Total leased land area (sq.m.) 155,418 150,521
Total leasable floor area (sq.m.) 89,914 59,000

Total occupancy rate

y 0
(leased buildings) (%) 98.0% 94.1%



Revenue

Total consolidated revenue decreased by P626.0 million, or 22.5%, from P2,778.3 million in
2017 to P2,152.3 million in 2018, primarily due to the following:

Rentals
Our total rental revenue from rentals increased by P460.4 million, or 32.0%, from

P1,440.8 million in 2017 to P1,901.2 million in 2018.

. Rentals of I.and. Rentals of land increased by P45.8 million, or 5.0% from
P919.4 million in 2017 to P965.2 million in 2018. The increase was primarily
attributable to the addition of Prestige Bay Development Corporation as a lessee

commencing in March 2018, with a leased land area of 4,897.0 sq.m. Our total
leased land area increased from 150,521 sq.m. as of December 31, 2017 to
155,418 sq.m. as of the same period of 2018.

° Rentals of Building. Rentals of building increased by P332.4 million, or 77.4%,
from P429.7 million in 2017 to P762.1 million in 2018. The increase was
primarily attributable to the effect of the completion and recognition of rentals
from Aseana Three starting January 2018. As of December 31, 2017, Aseana
Three is not yet completed and no rental revenue has yet been recognized. Our
total leased floor area increased from 59,000 sq.m. as of December 31, 2017 to
89,914 sq.m. as of same period of 2018.

° Other revenue. Other revenue increased by P82.1 million, or 89.5%, from
P91.7 million as restated in 2017 to P173.8 million in 2018. The increase was
primarily attributable to the effect of occupancy in Aseana Three, which
contributed to an increase in CUSA fees payments received from our tenants.

Land Sales

In order to support its expansion and finance the development of its pipeline projects,
the Company usually sells certain lots in Aseana City as part of its financing strategy. As
of December 2018, the Parent Company received P1,200.0 million as Other income (see
discussion on Other income) which resulted in the Parent Company not needing to sell
lots in Aseana City to support the Group’s development projects. Hence, no sale of land
in Aseana City was transacted for the twelve months ended December 31, 2018. Sale of
lots in Aseana City amounted to P1,088.3 million for the same period of 2017.

Construction Contracts

In 2018, the Group’s construction activities were primarily focused on its internal
projects.

Revenue from construction contracts decreased by P71.6 million, or 35.4%, from

P202.1 million in 2017 to P130.5 million in 2018. The decrease was attributable primarily
to the single large additional pile driving, pile hacking and sheet piling works for the
Ayala Malls Manila Bay project in 2017.



Sale of Condominium Units

The revenue from sale of condominium units increased by P72.3 million, or 153.5%,
from P47.1 million in 2017 to P119.4 million in 2018. This increase was attributable
primarily to the increase in percentage of completion of Pixel Residences from 18.29% in
2017 to 37.81% in 2018.

In addition, the launch of MidPark Towers resulted to recognition of revenue from
certain sales contract that met the revenue threshold. Percentage of completion for
MidPark Towers as December 31, 2018 is 10.32%

Cost of Services and Sales

Our consolidated cost of services and sales decreased by P93.0 million, or 21.1%, from
P439.8 million in 2017 to P346.8 million in 2018.

Rentals

Costs of rentals increased by P76.7 million, or 56.5%, from P135.7 million in 2017 to
P212.4 million in 2018. In January 2018, Aseana Three was completed and was already
occupied by certain tenants. The increase in cost was due primarily to an increase in
depreciation expenses of P37.7 million, an increase in utilities of P9.9 million, an increase
in other material and supplies of P9.6 million, an increase in outside services of P6.7
million, and an increase in repairs and maintenance of P7.9 million.

Land Sales

Costs of land sales decreased by P141.5 million, or 100%, from P141.5 million in 2017 to
nil in 2018. As discussed in a previous paragraph, there is no land sale in 2018.

Construction Contracts

Costs of construction contracts decreased by P70.7 million, or 53.5%, from P132.2
million in 2017 to P61.5 million in 2018. Most of the Group’s construction activities in
2018 are internal projects.

Sale of Condominium Units

Cost of sale of condominium units increased by P42.6 million, or 140.6%, from P30.3
million in 2017 to P72.9 million in 2018. The increase was attributable primarily to the
increase in percentage of completion of Pixel Residences and MidPark Towers as well as
the related cost of additional units which are qualified for revenue recognition.

Other Operating Income (expenses)

Other operating income (expenses) increased by P253.1 million, or 140.5%, from P180.1 million
in 2017 to P433.2 million in 2018.



Other Operating Income

Other operating income decreased by P184.0 million, or 62.7%, from P293.5 million in
2017 to P109.5 million in 2018 due mainly to the sale of certain investment properties in
Aseana City which resulted in the gain on sale of P257.7 million in 2017.

Operating expenses

Operating expenses increased by P69.1 million, or 14.6%, from P473.6 million in 2017 to
P542.7 million in 2018. The increase was attributable primarily to (i) increase in
professional fees of P34.7 million due to fees incurred related to initial public offering,
(ii) increase in taxes and licenses of P14.8 million, (iii) increase in salaries and wages of
P12.2 million due to the hiring of employees for the Group, and (iv) increase in
impairment loss related to receivables amounting to P7.3 million

Other Income (net)

Other income increased by P1,271.9 million, or 1,929.0% from total net other charges of P65.9
million in 2017 to total net other income of P1,206.0 million in 2018 primarily due to the non-

refundable consideration received related to the waiver of rights to purchase a certain parcel of
land.

Finance Income

Finance income increased by P62.3 million, or 865.3%, from P7.2 million in 2017 to
P69.5 million in 2018. The increase was attributable primarily to the recognition of
interest income from additional short-term placements.

Other Income

Other Income increased by P1,200.0 million, or 100%. The increase was due primarily to
the non-refundable consideration received in relation to the Company’s giving of its
consent in favor of a third party to be able to buy from another party certain parcels of
land contributed to a joint arrangement (see note 22.4 to the consolidated audited
financial statements). Subject to certain terms and conditions governing the transfer of
such rights to the third party, the Company is entitled to consideration totaling P2,050.0
million over two years.

Tax Expenses

Our tax expenses increased by P122.8 million, or 23.0%, from P534.7 million in 2017 to P657.5
million in 2018, representing an effective income tax rate of 19.2% and 30.5% of gross revenue,
respectively. The increase in the effective income tax rate was due to the change in revenue mix
of the Group and the recognition of taxable other income in 2018.

Net Profit

Net profit attributable to parent increased by P352.7 million, or 22.6%, from P1,558.5 million in
2017 to P1,911.2 million in 2018.



Balance Sheet Accounts

Total Assets

The Company’s total assets increased by P9,414.9 million, or 46.2%, from P20,373.8

million as of December 31, 2017 to P 29,788.7 million as of December 31, 2018 due to the
following:

Cash and cash equivalents increased by P6,104.7 million, or 422.6%, from P1,444.5
million to P7,549.2 million as of December 31, 2017 and 2018, respectively, primarily due
to the proceeds from the initial public offering.

Receivables increased by P777.7 million, or 19.3%, from P4,033.6 million to P4,811.3
million as of December 31, 2017 and 2018, respectively, primarily due to deposit made to
a certain subcontractor for the on-going construction of office building, recognition of
rental receivable based on PAS17 and recognition of additional contracts from sale of
condominium units.

Contract asset increased by P119.4 million, or 252.4%, from P47.3 million to P166.7
million as of December 31, 2017 and 2018, respectively, primarily due to the increase in
percentage of completion recognized for Pixel Residences and MidPark Towers having
an incremental accomplishment in 2018 of 19.5% and 10.3%, respectively.

Land and land development cost increased by P207.8 million, or 10.6%, from P1,954.4
million to P2,162.2 million as of December 31, 2017 and 2018, respectively, primarily due
to the capitalized costs incurred in developing Aseana City.

Property development costs increased by P116.3 million, or 19.5%, from P595.1 million
to P711.4 million as of December 31, 2017 and 2018, respectively, primarily due to the
capitalized cost incurred in constructing Pixel Residences.

Other current assets increased by P1,302.4 million, or 235.9%, from P552.0 million to
P1,854.4 million as of December 31, 2017 and 2018, respectively, primarily due to
additional placements to short-term time deposits.

Investment in joint venture held for termination increased by P120.8 million, or 100%, as
of December 31, 2018 primarily due to the reclassification of the carrying amount of its
investment in joint venture under Investment in joint venture account in the
consolidated financial statements. (see Note 13.2 of Notes to consolidated financial
statements).

Investment property increased by P339.7 million, or 3.1%, from P11,108.7 million to
P11,448.4 million as of December 31, 2017 and 2018, respectively, primarily due to the
completion of Aseana Three in January 2018.

Other non-current asset increased by P428.3 million, or 145.0%, from P295.3 million to
P723.6 million as of December 31, 2017 and 2018, respectively, primarily due to advance
payment to suppliers related to the construction of an office building.



Total Liabilities

Total liabilities decreased by P132.2 million, or 1.2%, from P11,054.9 million as of
December 31, 2017 to P10,922.7 million as of December 31, 2018, respectively, due to the
following:

e Loans and borrowings decreased by P548.0 million, or 22.1%, from P2,476.9 million to
P1,928.9 million as of December 31, 2017 and 2018, respectively, due to payment of
maturing loans.

e Contract liability increased by P86.2 million, or 69.3%, from P124.3 million to P210.5
million as of December 31, 2017 and 2018, respectively, due to the increase in the
amount received from real estate customers in excess of the amount the Group has
rights to receive based on the progress of the real estate development.

e Deposits and advances increased by P176.5 million, or 15.7%, from P1,121.9 million to
P1,298.4 million as of December 31, 2017 and 2018, respectively, mainly due to advance
rental and security deposit received from tenants related to new office building.

e Deferred tax liabilities increased by P224.8 million, or 45.3%, from P496.2 million to
P721.0 million as of December 31, 2017 and 2018, respectively, due to recognition of

income taxes related to deferred rental income.

e Retirement benefit obligation decreased by P38.1 million, or 58.0%, from P65.7 million
to P27.6 million as of December 31, 2017 and 2018, respectively, due to establishment of
post-employment benefit plan that is being administered by a trustee bank legally
separated from the Group.

Total Equity

Total equity increased by P9,547.0, or 102.4%, from P9,318.9 million to P18,866.0
million as of December 31, 2017 and 2018, respectively, primarily due to the following:

e Capital stock increased by 25% due to the listing of the Company’s shares on
June 29, 2018.

e Additional paid-in capital increased by P6,965 million, or 100% as of December 31, 2018
mainly due to recognition of proceeds net of par value of listed shares and transaction

costs incidental to the offering.

e Net profit of P1,911.2 million in 2018.



Other Key Financial Ratios

The Company’s key performance indicators are measured in terms of the following: (a)
Current ratio which determines the liquidity of the Company (b) Debt to equity which
determines the Company’s financial leverage (c) Return on equity which measures the
profitability to capital provided by stockholders (d) net income ratio which measures the ratio of
net profit to total gross revenue (e) recurring income contribution.

e Current ratio increased t0 1.62 from 0.75 as of December 31, 2018 and 2017,
respectively, mainly due to the proceeds from the listing of the Company’s shares.

e Debt to equity ratio decreased to 11% from 29% as of December 31, 2018 and 2017,
respectively, due to payment of maturing loans and the increase in equity due to the
listing of shares.

e Return on equity decreased to 14% from 20% as of December 31, 2018 and 2017,
respectively, as a result of increase in equity.

e Net income margin increased to 89% as of the period ended December 31, 2018 from
56% as of the same period in 2017 mainly due to the non-refundable consideration
received in relation to the waiver of rights to purchase a land which is presented as part
of Other income account in the consolidated statements of profit and loss.

e Recurring income contribution increased to 88% in 2018 from 52% in 2017 due to
additional lease from the newly constructed building, Aseana Three and due to change in
revenue mix.

The Company has no known direct or contingent financial obligation that is material to the
Company, including any default acceleration of an obligation. There were no contingent liabilities
ot assets in the Company’s balance sheet. The Company has no off-balance sheet transactions,
arrangements, obligations during the reporting year as of balance sheet date.

Item 7. Financial Statements

Please see the attached 2020 consolidated financial statements and schedules listed in the
accompanying Index to Financial Statements and Supplementary Schedules.

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

Independent Public Accountants
Punongbayan & Araullo, a member firm of Grant Thornton International Ltd., independent

auditors, has audited our consolidated financial statements as of and for the years ended
December 31, 2020, 2019 and 2018.



Punongbayan & Araullo has acted as our external auditor since 2010. Endel Mata is our current
and prior year audit partner while Romualdo V. Murcia I1I is our audit partner for the period ended
December

31, 2018.

The same firm is being recommended for re-appointment as the Corporation’s
external auditor for the period ended December 31, 2021. The re-appointment of Punongbayan
& Araullo will be presented to the stockholders for their approval at the 2020 Annual Stockholders’
Meeting.

Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

We have not had any material disagreements on accounting and financial disclosures with our
current external auditors for the same periods or any subsequent interim period. Punongbayan &
Araullo has neither shareholdings in us nor any right, whether legally enforceable or not, to
nominate persons or to subscribe for the securities in us. Punongbayan & Araullo will not receive
any direct or indirect interest in us or in any securities thereof (including options, warrants or rights
thereto) pursuant to or in connection with the Offer. The foregoing is in accordance with the Code
of Ethics for Professional Accountants in the Philippines set by the Board of Accountancy and
approved by the Professional Regulation Commission.

The following table sets out the aggregate fees billed for each of the last two fiscal years for
professional services rendered by Punongbayan & Araullo.

2020 2019
(P in millions)
Audit and audit-related fees
Audit services 3.8 2.6
Other assurance and related services 0.4 —
All other fees 0.5 0.3
Total 4.7 2.9

In relation to the audit and review of our consolidated financial statements, our Manual provides
that the Audit and Risk Committee shall, among other activities (i) evaluate significant issues
reported by the external auditors in relation to the adequacy, efficiency and effectiveness of
policies, controls, processes and activities of our Company; (ii) ensure that other non-audit work
provided by the external auditors is not in conflict with their functions as external auditors; and
(iii) ensure our compliance with acceptable auditing and accounting standards and regulations.

PART III - CONTROL AND COMPENSATION INFORMATION
Item 9. Directors and Executive Officers of the Issuer
The following table sets out certain information regarding the members of the Board and our

senior management. All members of the Board and executive officers listed below are citizens of
the Philippines.



Name Age DPosition

Delfin J. Wenceslao, Jr. 77 Director, President and Chairman of the Board

Sylvia C. Wenceslao 75 Vice President for Corporate Social Responsibility

Delfin Angelo C. Wenceslao 41 Director and Chief Executive Officer

Paolo Vincent C. Wenceslao 44 Director and Chief Operating Officer

Carlos Delfin C. Wenceslao 49 Director and Vice President for Logistics

Edwin Michael C. Wenceslao 45 Director and Vice President for Treasury and
Administration

Alberto P. Fenix, Jr. 76 Independent Director

Oscar S. Reyes 75 Independent Director

Atty. Heherson M. Asiddao, CPA 42 Chief Finance Officer and Acting Chief Compliance
Officer

Atty. Paul Mar M. Quinto 51 Chief Legal Officer and Corporate Secretary

Rachelle C. Paunlagui*' 35 Investor Relations Officer

Reiko G. Yaco*? 26 Investor Relations Officer

Atty. Madelyn D. Sarmiento*’ 35 Compliance Officer

The business experience for the past five years of each of our Directors and executive officers is
set out below.

Delfin J. Wenceslao, Jr., Director, President and Chairman of the Board

Mr. Delfin J. Wenceslao, Jr. is the President, Chairman of the Board and co-founder of the
Company since April 1965. He is also the President or Chairman of all of the Group companies.
In addition, he is the former President of the Philippine Constructors Association, a board member
of the International Federation of Asian and Western Pacific Contractors’ Associations, and a
member of the Chamber of Real Estate & Builders’ Associations, Inc.

Mr. Wenceslao, Jr. is a licensed real estate broker and holds a Bachelor of Science degree in
Economics from Ateneo de Manila University, a Master of Business Administration degree and a
Doctorate of Business Administration from Pamantasan Lungsod ng Maynila.

Sylvia C. Wenceslao, 177ce President for Corporate Social Responsibility

Ms. Sylvia C. Wenceslao is the Vice President for Corporate Social Responsibility of the Company
since January 1992. She is the President of S Foods, Inc. and D Foods, Inc., the Vice Chairman of
Wendel Construction Company Inc., a director and Vice President of Fabricom, Inc., the
Treasurer of Philippine Ecopanel Inc., Wendel Holdings Company Inc. and Wendel Osaka Realty
Corporation, and a director of Aseana Holdings, Inc. She also holds executive positions in almost
all of the Group companies.

Delfin Angelo C. Wenceslao, Director and Chief Executive Officer

Mr. Delfin Angelo C. Wenceslao is a Director and the Chief Executive Officer of the Company
since June 2015. He is the President of Aseana Holdings, Inc., Aseana Gas Energy Corp. and U-
City Technologies Philippines, Inc. He is also the Managing Director of Aseana Real Estate and
' Rachelle C. Paunlagui resigned as the Investor Relations Officer of the Company effective July 31, 2020.

2 Replaced Rachelle C. Paunlagui effective October 5, 2020
> Atty. Madelyn D. Sarmiento left the Company effective July 1, 2020



Management Corp. He serves as the Chief Executive Officer of ABPEA and Vice President of
Property Management of Aseana Residential Holdings Corp. (formerly Bowood Holdings, Inc.)
and Portal Holdings, Inc. He also serves as an executive officer for almost all of the Group
companies.

Mr. Wenceslao is a licensed real estate broker and holds a Bachelor of Arts degree in Management
Economics from Ateneo de Manila University and a Master of Science degree in Real Estate
Development from Massachusetts Institute of Technology.

Paolo Vincent C. Wenceslao, Director and Chief Operating Officer

Mr. Paolo Vincent C. Wenceslao is a Director and the Chief Operating Officer of the Company
since June 2015. He is the President of Wendel Ground Improvement, Inc., and Vice President of
Operations of Aseana Residential Holdings Corp. (formerly Bowood Holdings, Inc.), Portal
Holdings Inc. and ABCC. He is also the Chief Operating Officer of ABPEA and serves as a
director of a majority of our Group companies.

Mr. Wenceslao is a licensed civil engineer and real estate broker. He holds a Bachelor of Science
degree in Civil Engineering from De La Salle University.

Edwin Michael C. Wenceslao, Director and Treasurer

Mr. Edwin Michael C. Wenceslao is a Director and the Treasurer of the Company since 2002. He
is the President of Aquadisk Corporation and Managing Director of S Foods Corp., D. Foods
Cotp., P. Foods Inc., Alphainvest Corporation and Grandwen-B Gas Corp. He is the Chief
Financial Officer of ABPEA. He also serves as a director and Treasurer of Aseana Holdings, Inc.,
Fabricom, Inc., BAHI and other affiliates of our Company. He is a director and Treasurer of
Aseana Residential Holdings Corp. (formerly Bowood Holdings, Inc.), Aseana Gas Energy Corp.
and U-City Technologies Philippines, Inc. He likewise serves as a director of Portal Holdings, Inc.,
WHI and other affiliates of the Company.

Mr. Wenceslao holds a Bachelor of Arts degree in Humanities with specialization in
Entrepreneurial Management from the University of Asia and the Pacific and a Master of Business
Administration degree from the Ateneo Graduate School of Business. Mr. Wenceslao also received
financial training at Jupiter Asset Management in London, England.

Carlos Delfin C. Wenceslao, Director and Vice President for Logistics

Mr. Carlos Delfin C. Wenceslao is a Director of the Company since May 1997. He is the President
of Urban Agro Products, Inc., the Executive Vice President of SHLP-BBP Realty Inc., and the
Corporate Secretary of ABPEA. He is a director and Vice President of Logistics of Aseana
Residential Holdings Corp. (formerly Bowood Holdings, Inc.) and Portal Holdings, Inc. He is a
director of Aseana Holdings, Inc., WHI, and other affiliates of our Company.

Alberto P. Fenix, Jr., Independent Director

Dr. Alberto P. Fenix, Jr. was elected as an independent Director of the Company on February 23,
2018. He has over 40 years of experience in various industries such as manufacturing, mining,
commercial and investment banking, and real estate. He is a director of SPC Power Corporation



and was also a director of Victorias Milling Company, Inc. He is also the Chairman and President
of Fenix Management and Capital, Inc. and Alpina Realty, Inc., as well as President of Ivoclar
Vivadent, Inc.

Dr. Fenix holds a master’s and doctorate degrees in Industrial Management from Massachusetts
Institute of Technology’s Sloan School of Management and a bachelor’s degree in Mathematics
from Ateneo de Manila University.

Oscar S. Reyes, [ndependent Director

Mr. Oscar S. Reyes was the former President and Chief Executive Officer of Manila Electric
Company from May 2012 to May 2019, wherein he also served as Senior EVP and COO from
July 2010 to May 2012. Prior thereto, Mr. Reyes was the Country Chairman of the Shell
companies in the Philippines, and the President & CEO of Pilipinas Shell Petroleum Corp. from
May 1997 to December 2011. He held various executive and directorship positions in the said
companies from January 1986 to December 2004.

Currently, Mr. Reyes is an Independent Director of Manila Water Company, Pepsi Cola Products
Philippines Inc., Basic Energy Corporation and Cosco Capital Inc., and a member of the
Advisory Council of PLDT Inc., and Bank of the Philippine Island

Mr. Reyes obtained his Bachelor of Arts, Major in Economics (Cum Laude) from Ateneo de
Manila University in 1965 and Master of Business Administration (Academic units completed)
from Ateneo Graduate Business School in 1971. He also attended the Japan Productivity
Center/Asian Productivity Organization Business Management Consultants and Trainers’
Program, the Waterloo Lutheran University International Management Development Program in
Canada, the Harvard Business School Program for Management Development in the United
States, and the Lensbury Centre Commercial Management Study Program in the United
Kingdom.

Atty. Heherson M. Asiddao, CPA, Chief Finance Officer and Acting Chief Compliance Officer

Atty. Heherson M. Asiddao is the Chief Finance Officer of the Company since 2015. He had
extensive experience as an auditor with Punongbayan & Araullo in the Philippines prior to joining
the Company. He also has experience in a real estate company and a listed construction company.

Atty. Asiddao holds a Bachelor of Science degree in Accountancy and a Bachelor of Laws degree
from San Beda College. He is a member of the Philippine Institute of Certified Public Accountants
and the Integrated Bar of the Philippines.

Atty. Paul Mar M. Quinto, Chief Legal Officer and Corporate Secretary

Atty. Paul Mar M. Quinto is the Chief Legal Officer and Corporate Secretary of the Company
since June 25, 2015. He is the in-house Legal Counsel for all of the Group companies and also
possesses legal private practice and other in-house working experience prior to joining the
Company.

Atty. Quinto completed his Political Science and Law degrees from the University of the
Philippines and is a member of the Integrated Bar of the Philippines.



Rachelle C. Paunlagui, Investor Relations Officer™

Ms. Rachelle C. Paunlagui is the Investor Relations Officer of the Corporation since 2018. Prior
to joining the Corporation, she served as the head of investor relations for a global manufacturing
solutions company and for a holding company engaged in mineral resources. She
began her career at Thomson Reuters where she worked with various public companies in the
real estate, financials, and technology sectors globally.

She holds a Bachelor of Science degree in Commerce and a Master of Business Administration
from De La Salle University.

Reiko G. Yaeo, Investor Relations Officer™

Ms. Reiko G. Yaeo is the Investor Relations Officer of our Company since 2020. Prior to joining
the Company, she served as an Investor Relations and Communications Analyst of an I'T solutions
company and as a Research Analyst for an Australian investor relations firm.

Ms. Yaeo earned her Master’s and Bachelor’s degrees in Business Administration from the
University of Perpetual Help System Laguna.

Atty. Madelyn D. Sarmiento, CCO Compliance Officer*

Atty. Madelyn D. Sarmiento is the Compliance Officer of our Company since April 29 2019. She
previously worked as Contracts Administration Specialist, Property Tax Analyst, Senior
Collections/Accounts Receivable Associate, Senior Collections Specialist, and Collections
Analyst.

Atty. Sarmiento is a Member of the Integrated Bar of the Philippines and a Founding Member of
the Philippine Association of Certified Compliance Officers. She holds a Bachelor of Laws degree
from Arellano University School of Law and a Bachelor of Science in Business Administration
Major in Management Accounting from the Lyceum of the Philippines University-Manila.

Significant Employees

We consider the collective efforts of our employees as vital to our success. We do not solely rely
on key individuals for the conduct of our business. Therefore, the resignation or loss of any non-
executive employee will not have any significant, adverse effect on our business. No special
arrangement with non-executive employees to assure their continued stay with us exists, other than
standard employment contracts.

4Rachelle C. Paunlagui resigned as the Investor Relations Officer of the Company effective July 31, 2020.
5> Replaced Rachelle C. Paunlagui effective October 5, 2020
¢ Atty. Madelyn D. Sarmiento left the Company effective July 1, 2020



Family Relationships

Mr. Delfin J. Wenceslao, Jr. and Ms. Sylvia C. Wenceslao are spouses and the parents of Messts.
Carlos Delfin, Edwin Michael, Paolo Vincent and Delfin Angelo, all surnamed Wenceslao. Ma.
Victoria W. San Luis is the sister of Mr. Delfin J. Wenceslao, Jr. Further, Wendel Holdings Co.,
Inc. is majority owned by Mr. Delfin J. Wenceslao, Jr.

Other than the foregoing, there are no family relationships either by consanguinity or affinity up
to the fourth civil degree among our Directors, executive officers and shareholders.

Involvement in Certain Legal Proceedings of Directors and Executive Officers

To the best of our knowledge and belief and after due inquiry, none of the Directors, nominees
for election as director, or executive officers of our Group have in the five-year period prior to
the date of this report:

(1) had any petition filed by or against any business of which such person was a general
partner or executive officer either at the time of the bankruptcy or within a two-year period of that
time;

(2) convicted by final judgment in a criminal proceeding, domestic or foreign, or have been
subjected to a pending judicial proceeding of a criminal nature, domestic or foreign, excluding
traffic violations and other minor offenses;

(3) subjected to any order, judgment, or decree, not subsequently reversed, suspended or
vacated, of any court of competent jurisdiction, domestic or foreign, permanently or temporarily
enjoining, barring, suspending or otherwise limiting their involvement in any type of business,
securities, commodities or banking activities; or

(4) found by a domestic or foreign court of competent jurisdiction (in a civil action), the
Philippine SEC or comparable foreign body, or a domestic or foreign exchange or other organized

trading market or self-regulatory organization, to have violated a securities or commodities law or
regulation and the judgment has not been reversed, suspended, or vacated.

Item 10. Executive Compensation

Compensation

The following table sets out our Chief Executive Officer (“CEO”) and the four most highly
compensated executive officers for the year ended December 31, 2020:

Name Position

Delfin Angelo C. Wenceslao Director and Chief Executive Officer
Paolo Vincent C. Wenceslao Director and Chief Operating Officer
Edwin Michael C. Wenceslao Director and Treasurer

Carlos Delfin C. Wenceslao Director and Vice President for Logistics

Atty. Heherson M. Asiddao, CPA Chief Finance Officer



The following table identifies and summarizes the aggregate compensation of our CEO and the
four most highly compensated executive officers, as well as the aggregate compensation paid to all
other officers and Directors as a group, for the years ended December 31, 2018, 2019 and 2020:

Other
Year Salary Variable Pay

(P million) (P million)
CEO and the four most highly compensated

executive officers named above
.................................... Actual 2019 22.0 2.0
Actual 2020 22.0 2.0
Projected 2021 24.4 2.0

Aggregate compensation paid to all other

officers and Directors as a group
unnamed...............ool Actual 2019 52.2 4.0
Actual 2020 55.8 4.0
Projected 2021 61.8 4.0

Members of the Board of Directors are given a standard per diem of P50,000 per Board meeting.
Standard Arrangements

Other than payment of reasonable per diem of P50,000 for every Board meeting, there are no
standard arrangements pursuant to which our Directors are compensated directly or indirectly, for
any services provided as a director.

Other Arrangements

There are no arrangements pursuant to which any of our Directors is compensated, directly or
indirectly, for any service provided as a director.

Warrants and Options Outstanding

As of December 31, 2020, there are no outstanding warrants or options held by our CEO, the
named executive officers, and all other officers and Directors as a group.



Item 11. Security Ownership of Certain Beneficial Owners and Management

a. Security Ownership of Certain Record and Beneficial Owners of more than 5% as of
December 31, 2020:

Title of | Name and Address | Name of Beneficial | Citizenship | No. of | Percent of
Securities | of Record Owner | Owner and Shares held | Class
and  Relationship | Relationship with
with Issuer Record Owner
Common | Wendel Holdings Co. See Note 1 below Filipino 2,136,554,780 62.92%
Inc.,
306 E. Rodrignez Sr.
Blvd., Quezon City
Common PCD Nominee PCD Participants Filipino 660,332,573 19.45%
Corporation
Common Delfin J. Wenceslao | Record owner is also Filipino 578,808,847 17.04%
Jr. beneficial owner
Cruzada St., Urdaneta
Viillage, Matkati City

Note:(1) WHI is beneficially owned by Delfin |. Wenceslao, Jr. — 99.6%; Sylvia J. Wenceslao, Carlos Delfin C. Wenceslao, Edwin
Michael C. Wenceslao, Paolo Vincent C. Wenceslao and Delfin Angelo C. Wenceslao — each 0.1%; and Efren Carag — 0.0%.

b. Security Ownership of Management as of December 31, 2020:

Amount and nature of

% of total

beneficial ownership outstanding
Title of Class Name of beneficial owner  Direct(D) Indirect (I)  Citizenship Shares
Directors
Common Delfin J. Wenceslao, Jr. 2,705,749,130 (D&I) Filipino 79.68%
Common Sylvia C. Wenceslao 1,938,724 (D&I) Filipino 0.06%
Common Carlos Delfin C. Wenceslao 1,924,482 (D&I) Filipino 0.06%
Common Delfin Angelo C. Wenceslao 1,924,482 (D&I) Filipino 0.06%
Common Edwin Michael C. Wenceslao 1,924,482 (D&I) Filipino 0.06%
Common Paolo Vincent C. Wenceslao 1,924,482 (D&I) Filipino 0.06%
Common Oscar Sison Reyes 100 (D) Filipino 0.00%
Common  Alberto Victor P. Fenix, Jr. 100 (D) Filipino 0.00%
CEO and Most Highly Compensated Executive Officers
Common Carlos Delfin C. Wenceslao 1,924,482 (D&I) Filipino 0.06%
Common Delfin Angelo C. Wenceslao 1,924,482 (D&I) Filipino 0.06%
Common Edwin Michael C. Wenceslao 1,924,482 (D&I) Filipino 0.06%
Common Paolo Vincent C. Wenceslao 1,924,482 (D&I) Filipino 0.06%
Common Heherson M. Asiddao 50,100 (D) Filipino 0.00%

Except as disclosed above, none of our other executive officers own shares directly or
indirectly in our Company. Ownership in our Company is limited to that indicated in the foregoing.



Voting Trust Holders of 5% or more

We have no knowledge of any person holding more than 5% of shares under a voting trust or
similar agreement.

Recent Issuances of Securities Constituting Exempt Transactions by our Company
Not applicable.
Change in Control

As of December 31, 2020, we do not know of any arrangements that may result in a change in
control of the Company.

Item 12. Certain Relationships and Related Transactions

The Company and its subsidiaries, in their ordinary course of business, engage in transactions
with its Ultimate Parent, associates, joint ventures and related parties under common ownership
and management. In the normal course of business, the Group grants unsecured and
noninterest-bearing cash advances to related parties for working capital requirements and other
purposes. Certain advances to related parties are secured by an undertaking of another related
party to pay in case of default. Outstanding balances with related parties are unsecured, noninterest
bearing, have no fixed repayment and settlement terms, except for the due to Ultimate

Parent Company that is payable beyond 12 months.

On October 28, 2019, the Company adopted a Revised Related Party Transactions Policy as
mandated by the Securities and Exchange Commission. The policy specifies that the Board shall
have the overall responsibility in ensuring that there is a group-wide policy and system governing
related party transactions (RPTs) and other unusual or infrequently occurring transactions,
particularly those which pass certain thresholds of materiality. The policy includes the
appropriate review and approval of material or significant RPTs, which guarantee fairness and
transparency of the transactions.

The Board of Directors reviews and approves all material RPTSs, as defined in this policy,
endorsed by the Related Party Transaction Committee. All Board-approved material RPTs may
be subject to ratification by a vote of the majority of the minority shareholders.



Related Parties

Nature of Transaction

We have and may continue to acquire land in
Aseana City from our majority shareholder,
WHI. As of December 31, 2020, we had
outstanding purchase payments to WHI
amounting to P3,990.1 million, which are
represented as advances from and due to related
parties in our consolidated financial statements.

We have executed an assumption of liability
agreement with WHI in relation to our funding
of start-up and operational costs of a certain
related party under common ownership and
management. Total advances to WHI including
the amount secured by the undertaking
amounted to P440.9 million and is presented as
Advances to related parties under Receivables
account in the consolidated statements of
financial position.

The Group entered into a lease agreement with
the Ultimate Parent Company for certain
parcels of land with lease term of 30 years. In
2019, in accordance with PFRS 16

(see Note 16 of the consolidated financial
statements), the Group recognized right-of-use
asset and lease liability amounting to

P152.5 million and P165.5 million, respectively,
for this lease arrangement. The Group incurred
depreciation expense and interest expense
amounting to P5.6 million and P12.4 million,
respectively, in 2020.



Related Parties

Nature of Transaction

European Resources and Technology, Inc.
Mandaue Land Consortium

Bay  Resources and
Corporation

Development

Wendel Vega Marine Carrier
Wendel Ground Improvement, Inc.
10k South Concrete Mix Specialist
Bay Security Services

Wendel Osaka Realty Corp.

Aseana CL Beach and
Development Corp

Marina

Urban Argo Products, Inc.

Aseana Powerstation Association, Inc.

We made unsecured noninterest-bearing cash
advances in prior years to these related parties in
connection with the funding of start-up and
operational costs and working capital of these
entities. These entities were strategically
established to complement the overall
development of Aseana City and our businesses:

e  Our associate, European Resources and
Technology, Inc. provides proper waste
management to local and government
units. Mandaue land Consortium is
engaged in general realty including
owning, reclaiming, enlarging real estate
and lands of all kinds.

e Our joint venture, Bay Resources and
Development Corporation was
established to acquire, develop and
market real estate properties. The
Group and BRADCO entered into
certain construction contracts in 2016
and prior years whereby the Group
undertook to complete the design and
construction of the roads and drainage
system of certain lots situated at ABP.
The construction was completed in
2017. The related contract receivable
and retention treceivable amounted to
P27.6 million as of December 31, 2020.

e All of the remaining eight related parties
under common  ownership  and
management provide  construction
materials such as wall panels and
cement. As of December 31, 2020, total
advances to these related parties
amounted in the aggregate to P161.4
million



Related Parties

Nature of Transaction

Aseana Power Station Association, Inc.

Delfin J. Wenceslao Jr.

Key Management Personnel

As a member of ABPEA and Aseana Power
Station Association, Inc., we incur association
dues. For the period ended December 31, 2020,

the Group incurred association dues amounted
to P32.9 million.

The Group recognized income amounting to
P24.1 million in 2020 from rendering of various
administrative services to its related parties and
are included as part of Other Operating Income
account in the consolidated statements of profit
or loss.

In 2017, the Group purchased parcels of land
from a certain stockholder amounting to P67.0
million. There were no outstanding liabilities
related to this transaction as of December 31,
2020 as the related liability was offset against the
advances granted to such related party in the
same period. There was no similar transaction in
2020 and 2019.

We paid short-term benefits, including salaries
and allowances, bonuses and other employment
benefits to certain key management personnel,
which amounted to P59.7 million for the year
ended December 31, 2020.

For further information on the Company’s related party transactions, including detailed
breakdowns of amounts receivable from and amounts payable to affiliated companies, see Note
25 to the Company’s financial statements as of and for the calendar year ended December 31,

2020.

PART IV — CORPORATE GOVERNANCE

Item 13.A Corporate Governance

The Board of Directors approved and adopted the Revised Corporate Governance Manual
(“Manual”) on May 29, 2019 pursuant to the New Code on Corporate Governance for Publicly
Listed Companies issued by the Securities and Exchange Commission (“SEC”) pursuant to SEC
Memorandum Circular No. 19 Series of 2016 and SEC Memorandum Circular No. 8 Series of

2017.

The structure and processes set forth in the Manual, the Articles of Incorporation and By-Laws,
in conjunction with the commitment to the governance principles of transparency,
accountability, fairness and integrity, form the basic framework of governance by which the
Company’s Board of Directors, officers, executives and employees shall strive to achieve the
Cormpany’s strategic objectives, create value for all its stakeholders, and sustain its long-term

viability.



The Manual features the following provisions:

* Protection of investors. The Manual provides for shareholders’ rights and protection, investor
relations, dividend policy and a disclosure system to ensure transparency and accountability.

* Board of directors and management. The detailed qualifications and disqualifications, duties,
functions and responsibilities of the Board and executive officers are also enumerated in the
Manual.

¢ Checks and balances. The Manual contains the vision, strategic objectives, key policies,
procedures for the management of our Company, and mechanisms for monitoring and
evaluating management’s performance.

¢ Compliance with the Manual. The appointment of a Compliance Officer to monitor
compliance with and violations of the Manual is also provided.

* Creation of committees. The Manual mandates the creation of the Executive Committee, the
Audit and Risk Committee, and the Compensation and Remuneration Committee to ensure the
performance of certain important functions of the Board and management.

Executive Committee

The Executive Committee acts on specific matters within the competence of the Board as may
from time to time be delegated to the executive Committee under our Company’s By-Laws, except
with respect to: 1) the approval of any action for which shareholders’ approval is also required; 2)
the filling of vacancies on the Board or the Executive Committee; 3) the amendment or repeal of
By-Laws or the adoption of new By-laws; 4) the amendment or repeal of any resolution of the
Board of Directors that cannot be amended or repealed based on the terms of the resolution; 5)
the distribution of cash dividends; and 6) the exercise of powers delegated by the Board exclusively
to other committees, if any.

Audit and Risk Committee

The Audit and Risk committee is responsible for assisting the Board in its fiduciary responsibilities
by providing an independent and objective assurance to its management and shareholders of the
continuous improvement of its risk management systems, business operations, control and
governance processes. The committee assists the Board in the performance of its oversight
responsibility for the financial reporting process, system of internal control, audit process and
monitoring of compliance with laws, rules and regulations, oversight over the external auditors,
the nature, scope and expenses of the audit, and evaluation and determination of any non-audit
work and review of the non-audit fees paid to the external auditors.

Compensation and Remuneration Committee
The Compensation and Remuneration Committee is responsible for objectively recommending a

formal and transparent framework of remuneration and evaluation for the members of the Board
and our key executives to enable them to run the Group successfully.



Nomination and Election Committee

The Nomination and Election Committee is responsible for providing the Company’s

shareholders with an independent and objective evaluation and assurance that the members of the

Board are competent and will foster long-term success and competitiveness. The nomination and

election procedures of independent Directors are in accordance with Securities Regulation Code
of the Philippines Rule 38 and related regulations.

Item 13.B Sustainability Report

Please see the attached SEC MC No. 4 Annex A and schedules listed in the accompanying Index

to SEC MC No. 4 Annex A

PART V - EXHIBITS AND SCHEDULES
Item 14. Exhibits and Reports on SEC Form 17-C

A. Exhibits — see accompanying Index to Exhibits

The following exhibit is incorporated by reference in this report:
2020 Consolidated Audited Financial Statements

B. Reports on SEC Form 17-C

The following is a list of corporate disclosures filed under SEC Form 17-C for the period
from July 1, 2020 to December 31, 2020:

Date of Disclosure

Subject Matter

July 1, 2020

August 3, 2020
August 14, 2020

August 14, 2020
August 24, 2020
October 7, 2020

October 9, 2020
November 6, 2020
November 6, 2020
November 13, 2020

November 13, 2020

Resignation of Atty. Madelyn D. Sarmiento as Chief Compliance
Officer

Resignation of Ms. Rachelle C. Paunlagui as Investor Relations Officer
Results of the Regular Meeting of the Board of Directors

Press Release “D.M. Wenceslao and Associates nets P716.5M net
income”

Notice of Analysts’/Investors’ Briefing

Clarification of News Reports “DMW buys Makati building, eyes
condo”

Appointment of Ms. Reiko G. Yaeo as Investor Relations Officer
Results of the Regular Meeting of the Board of Directors

Notice of Analysts’/Investors’ Briefing

[Amend-1] Notice of Analysts’/Investors’ Briefing

Press Release “D.M. Wenceslao and Associates, Inc.’s Net Income rises
11% to P1.86 billion in 9M 2020



INDEX TO EXHIBITS

Form 17-A
No. Page No.
3) Plan of Acquisition, Reorganization, Arrangement, *
Liquidation, or Succession
5) Instruments Defining the Rights of Security Holders, *
Including Indentures
®) Voting Trust Agreement *
&) Material Contracts *
(10) Annual Report to Security Holders, Form 11-Q or *
Quarterly Report to Security Holders
13) Letter re Change in Certifying Accountant *
(16) Report Furnished to Security Holders *
(18) Subsidiaries of the Registrant
(Please refer to Note 2 of the attached 2020 consolidated financial
statements for details)
19) Published Report Regarding Matters Submitted to Vote of = *
Security Holders
(20) Consent of Experts and Independent Counsel *
(21) Power of Attorney *
(22) Additional Exhibits *

* These Exhibits are either not applicable to the Company or require no answer.
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STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of D.M. Wenceslao & Associates, Inc. and Subsidiaries (the Group) is
responsible for the preparation and fair presentation of the financial statements, including the
schedules attached therein, for the years ended December 31, 2020, 2019 and 2018, in accordance
with the prescribed financial reporting framework indicated therein, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

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

The Board of Directors is responsible for overseeing the Group’s financial reporting process.

The Board of Directors reviews and approves the financial statements, including the schedules
attached therein, and submits the same to the stockholders.

PUNONGBAYAN & ARAULLQ, the independent auditors appointed by the stockholders, has
audited the financial statements of the Group in accordance with Philippine Standards on Auditng,
and 1 their report to the stockholders, have expressed their opinion on the fairness of presentation
upon completion of such audit.

DELFIN J. WENCESLAO JR.
Chairman

- datr it |

DELPIN ANGELO C. WENCESLAO
Chigf Executiye Officer

ATTY. HEHERSON ASIDDAO
Chigf Financal Officer

Signed this 3™ day of March 2021,
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The Enterprise Center
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Report of Independent Auditors T 46328088 2288

The Board of Directors and Stockholders

D.M. Wenceslao & Associates, Incorporated and Subsidiaries
(A Subsidiary of Wendel Holdings Co., Inc.)

15% Floor, Aseana 3

D. Macapagal Blvd. corner Asean Ave., Aseana City

Parafiaque City

Opinion

We have audited the consolidated financial statements of D.M. Wenceslao & Associates,
Incorporated and Subsidiaries (the Group), which comprise the consolidated statements of
financial position as at December 31, 2020 and 2019, and the consolidated statements of profit
or loss, consolidated statements of comprehensive income, consolidated statements of
changes in equity and consolidated statements of cash flows for each of the three years in the
period ended December 31, 2020, and notes to the consolidated financial statements, including
a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at December 31, 2020 and 2019,
and its consolidated financial performance and its consolidated cash flows for each of the three
years in the period ended December 31, 2020 in accordance with Philippine Financial
Reporting Standards (PFRS).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSA). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities
for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the Code of Ethics for Professional Accountants
in the Philippines (Code of Ethics) together with the ethical requirements that are relevant to
our audits of the consolidated financial statements in the Philippines, and we have fulfilled our
other ethical responsibilities in accordance with these requirements and the Code of Ethics.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Certified Public Accountants grantthornton.com.ph
Punongbayan & Araullo (P&A) is the Philippine member firm of Grant Thornton International Ltd (GTIL).

Offices in Cavite, Cebu, Davao
BOA/PRC Cert. of Reg. No. 0002
SEC Accreditation No. 0002-FR-5
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Emphasis of Matter

We draw attention to Note 1 to the consolidated financial statements, which describes
management’s assessment of the continuing impact on the Group’s consolidated financial
statements of the business disruptions brought about by the COVID-19 pandemic. Our opinion
is not modified in respect to this matter.

Key Audit Matters

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

Key audit matters identified in our audit of the consolidated financial statements of the Group
are the following:

(a) Revenue Recognition for Rental of Investment Properties
Description of the Matter

In 2020, the Group recognized revenue from rentals of investment properties amounting to
P1,787.6 million, which represents 65% of the Group’s total revenue. Rental income on
long-term leases is recognized on a straight-line basis over the term of the relevant lease
agreements as disclosed in Note 2 to the consolidated financial statements.

We identified the revenue recognition from rentals as significant to our audit due to the
materiality of the amount of rental revenue, and the significant management judgment and
complexity involved in the application of the provisions and terms of the lease agreements
relative to the requirements of the applicable accounting standard, PFRS 16, Leases.

An error in the Group’s understanding of the significant terms and conditions of the lease
agreements and accounting treatment may result in overstatement or understatement of
the reported revenues and the related receivables recognized therefrom.

The Group’s disclosures relating to revenues from rentals are disclosed in Notes 4, 15,
26 and 29.

How the Matter was Addressed in the Audit

Our audit procedures to address the risk of material misstatement relating to recognition
of revenue from rentals included the following:

e inspecting, on a sample basis, the lease agreements entered into with the Group’s
tenants, and understanding the significant terms and conditions, as disclosed in
Note 29 to the consolidated financial statements, affecting the recognition of rental
income;

e determining, based on the significant terms and conditions of the lease agreements,
whether the recognition of rental income is in compliance with the revenue recognition
requirements of PFRS 16;

e recomputing, on a sample basis, the amounts of rental income and the related
receivables taking into consideration, among others, the lease payments, lease terms
(including rent-free periods), periodic rent escalations, and effect of any modifications;
and,

e testing, on a sample basis, whether rental income related to existing lease agreements
have been recognized in the proper accounting period.

Certified Public Accountants
Punongbayan & Araullo (P&A) is the Philippine member firm of Grant Thornton International Ltd
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(b) Revenue Recognition on Sale of Condominium Units
Description of the Matter

In 2020, the Group recognized revenue from sale of condominium units amounting to
P749.3 million. As disclosed in Notes 2 and 3 to the consolidated financial statements,
the Group recognizes revenue from sale of condominium units over time proportionate

to the progress of the project development. The Group uses the input method in
determining the percentage-of-completion after satisfying the gating criteria of PFRS 15,
Revenue from Contracts with Customers, including establishing that collection of the total
contract price is reasonably assured. The Group recognizes a contract asset when it has
rights to consideration as it develops the property and a contract liability when it receives
consideration in excess of the amount for which the Group is entitled for the development
of the property.

We identified the revenue recognition on sale of condominium units as significant to our
audit as it requires significant management judgment in assessing the collectibility of the
contract price, and estimating the stage of completion of the development project. An
error in application of judgment and estimate could cause a material misstatement in the
consolidated financial statements.

The details of revenue on sale of condominium units are disclosed in Note 4 to the
consolidated financial statements.

How the Matter was Addressed in the Audit

Our audit procedures to address the risk of material misstatement relating to revenue
recognition on sale of condominium units included, among others, the following:

. evaluating appropriateness of the Group’s revenue recognition policy and the design
and operating effectiveness of processes and controls related to the recognition of
revenues from sale of condominium units;

e determining, among others, whether the parties to the contract have approved the
contract in writing; each party’s rights regarding the condominium units and progress
of development thereof can be identified; the payment terms can be identified; the
risk, timing or amount of the future cash flows is expected to change as a result of
the contract has been identified; and, the collection of the consideration is probable;

e  evaluating the reasonableness of the percentage-of-completion by analyzing the
costs incurred to date as a proportion of the total estimated and budgeted costs;

e  testing, on a sample basis, actual costs incurred through direct examination of
relevant supporting documents;

e  assessing the reasonableness of estimated contract costs with reference to
contractors’ and suppliers’ quotes and historical costs of similar and recently
completed projects, taking into consideration the effect of variation to the original
contract terms;

. recomputing the revenues and costs recognized during the year based on the
percentage-of-completion and tracing the revenues and costs recognized to the
accounting records; and,

. evaluating appropriateness of the Group’s continuous application of PFRS 15 on its
real estate transactions.

Certified Public Accountants
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Other Information

Management is responsible for the other information. The other information comprises the
information included in the Group’s Securities and Exchange Commission (SEC) Form 20-IS
(Definitive Information Statement), SEC Form 17-A, and Annual Report for the year ended
December 31, 2020, but does not include the consolidated financial statements and our
auditors’ report thereon. The SEC Form 20-IS, SEC Form 17-A and Annual Report for the
year ended December 31, 2020 are expected to be made available to us after the date of this
auditors’ report.

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

In connection with our audits of the consolidated financial statements, our responsibility is

to read the other information identified above when it becomes available and, in doing so,
consider whether the other information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audits, or otherwise appears to be materially
misstated.

Responsibilities of Management and Those Charged with Governance for the
Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with PFRS, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing
the Group’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management either
intends to liquidate the Group or to cease operations, or has no realistic alternative but to do
Sso.

Those charged with governance are responsible for overseeing the Group’s financial reporting
process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and
to issue an auditors’ report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with PSA will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated financial
statements.

As part of an audit in accordance with PSA, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

o |dentify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

Certified Public Accountants
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¢ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Group’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditors’ report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditors’ report. However, future events or conditions may cause the Group to cease to
continue as a going concern.

o Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance
of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding the independence, and to communicate with them alll

relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

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

Certified Public Accountants
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The engagement partner on the audit resulting in this independent auditors’ report is
John Endel S. Mata.

PUNONGBAYAN & ARAULLO

By: John Endel S. Mata
Partner

CPA Reg. No. 0121347
TIN: 257-622-627
PTR No. 8533233, January 4, 2021, Makati City
SEC Group A Accreditation
Partner — No. 121347-SEC (until Dec. 31, 2023)
Firm — No. 0002 (until Dec. 31, 2024)
BIR AN 08-002551-040-2019 (until Dec. 15, 2022)
Firm’s BOA/PRC Cert. of Reg. No. 0002 (until Jul. 24, 2021)

March 3, 2021
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D.M. WENCESLAO & ASSOCIATES, INCORPORATED AND SUBSIDIARIES
(A Subsidiary of Wendel Holdings Co., Inc.)

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2020 AND 2019
(Amounts in Philippine Pesos)

ASSETS

CURRENT ASSETS

Cash and cash equivalents
Receivables - net

Contract asset

Land and land development costs
Property development costs

Other current assets

Total Current Assets

NON-CURRENT ASSETS

Receivables

Contract asset

Investments in associates and a joint venture
Property and equipment - net

Investment properties - net

Deferred tax assets - net

Other non-current assets

Total Non-current Assets

TOTAL ASSETS

Notes 2020 2019
8 4,429,489,615 P 5211402211
9 2,673,656,536 2,176,743,945
10 92,002,207 54,191,980
1 2,112,536,724 2,012,493,650
10 1,068,576,685 1,168,060,707
12 1,873,156,315 2,886,384,807

12,249,418,082 13,509,277,300

9 3,573,191,833 3,209,017,185
10 . 194,820,970
13 87,884,681 61,871,150
14 370,166,803 442,141,052
15 15,539,479,768 12,572,688,197
25 192,274,139 170,935,989
17 844,606,196 1,106,046,366
20,607,603,420 17,757,520,909

P 32,857,021,502 P 31,266,798,209




LIABILITIES AND EQUITY

CURRENT LIABILITIES
Loans and borrowings
Trade and other payables
Contract liability
Advances from a co-joint venturer

Advances from and due to related parties

Deposits and advances
Lease liability
Income tax payable

Total Current Liabilities

NON-CURRENT LIABILITIES
Loans and borrowings
Contract liability
Deposits and advances
Deferred tax liabilities - net
Lease liability

Retirement benefit obligation - net

Total Non-current Liabilities
Total Liabilities

EQUITY
Equity attributable to shareholders of

the parent company
Capital stock
Additional paid-in capital
Revaluation reserves - net
Other reserves
Retained earnings

Total equity attributable to

shareholders of the parent company

Noncontrolling interest

Total Equity

TOTAL LIABILITIES AND EQUITY

Notes

18
19
10
13,26
26
20
16

18
10
20
25
16
24

28
28
28

2,28
28

(

2020 2019
1,114,670,000 114,670,000
1,732,954,569 1,195,576,488

486,576,915 130,492,147
- 1,040,026,017
4,033,118,154 4,311,708,305
921,641,564 1,097,274,022
11,282,400 11,282,400
56,357,206 499,824,889
8,356,600,808 8,400,854,268
282,350,000 397,050,000
204,234,787 424,242,984
473,332,036 452,607,619
1,056,709,662 902,261,528
154,244,514 153,101,312
45,264,808 3,497,504
2,216,135,807 2,332,760,947
10,572,736,615 10,733,615,215
3,395,864,100 3,395,864,100
6,964,649,807 6,964,649,807
61,251,333 ) 8,143,620 )
275,974,845 ) 275,974,845 )
11,681,066,379 9,910,340,671
21,704,354,108 19,986,736,113
579,930,779 546,446,881
22,284,284,887 20,533,182,994

P 32,857,021,502

31,266,798,209

See Notes to Consolidated Financial Statements.



D.M. WENCESLAO & ASSOCIATES, INCORPORATED AND SUBSIDIARIES

(A Subsidiary of Wendel Holdings Co., Inc.)
CONSOLIDATED STATEMENTS OF PROFIT OR LOSS

FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018
(Amounts in Philippine Pesos)

Notes 2020 2019 2018
REVENUES
Rentals:
TLand 4,15,26,29 978,480,504 979,051,345 965,248,664
Building 4,15,26,29 809,094,738 793,491,115 762,108,933
Other revenues 2 172,690,275 186,239,052 173,841,016
1,960,265,517 1,958,781,512 1,901,198,613
Sale of condominium units 2,4 749,297,294 547,652,588 119,351,066
Construction contracts 2,4 24,802,115 71,107,851 130,524,057
TLand sales 2,4 - 935,850,000 1,252,800
2,734,364,926 3,513,391,951 2,152,326,536
COSTS OF SERVICES AND SALES 23
Sale of condominium units 2,10,21 409,473,489 314,461,056 72,875,718
Rentals 21 237,283,824 267,201,442 212,361,243
Construction contracts 21 16,372,838 45,901,447 61,508,781
TLand sales 1 - 66,743,881 40,078
663,130,151 (694,307,826 346,785,820
GROSS PROFIT 2,071,234,775 2,819,084,125 1,805,540,716
OTHER OPERATING INCOME (EXPENSES)
General and administrative 23 465,582,990 ) 473,632,491) 477,827,022
Selling 23 36,385,809 ) 128,823,478) 64,902,124 )
Other operating income 22 138,072,368 54,255,794 109,524,290
363,896,431 ) 548,200,175) 433,204,856 )
OPERATING PROFIT 1,707,338,344 2,270,883,950 1,372,335,860
OTHER INCOME (CHARGES)
Finance costs 18,22,24 41,061,721) 98,524,967 ) 69,851,542
Finance income 8,22 91,468,484 297,338,273 69,523,005
Share in net earnings of
associates and joint ventures 13 26,013,531 6,036,685 6,307,878
Dividend income 2,940,008 1,470,004 -
Other income 4,13,22 1,000,000,000 850,000,000 1,200,000,000
1,079,360,302 1,056,319,995 1,205,979,341
PROFIT BEFORE TAX 2,786,698,646 3,327,203,945 2,578,315,201
TAX EXPENSE 25 622,489,507 1,075,233,429 657,518,863
NET PROFIT 2,164,209,139 2,251,970,516 1,920,796,338

Net profit attributable to:
Equity shareholders of the parent company
Noncontrolling interest

N
53

Earnings Per Share - Basic and Diluted

See Notes to Consolidated Financial Statements.

2,130,725,241
33,483,898

2,374,037,110
122,066,594 )

1,911,245,490
9,550,848

2,164,209,139

2,251,970,516

1,920,796,338

0.627

0.699

0.625




D.M. WENCESLAO & ASSOCIATES, INCORPORATED AND SUBSIDIARIES
(A Subsidiary of Wendel Holdings Co., Inc.)
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018
(Amounts in Philippine Pesos)

Notes 2020 2019 2018
NET PROFIT 2,164,209,139 P 2251970,516 1,920,796,338
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will not be reclassified
subsequently to profit or loss
Remeasurements of post-employment
defined benefit plan 24 ( 38,431,996 ) 27,514,967 25,441,148)
Tax income (expense) 25 11,529,599 8,254,490 ) 7,632,344
( 26,902,397 ) 19,260,477 17,808,804 )
Fair valuation of financial assets at
fair value through other comprehensive income 17,28 ( 26,205,316 ) 1,120,238 219,645
Other Comprehensive Income (Loss) — net of tax 28 ( 53,107,713 ) 20,380,715 17,589,159 )
TOTAL COMPREHENSIVE INCOME 2,111,101,426 P 2272351231 1,903,207,179
Total comprehensive income attributable to:
Equity shareholders of the parent company 2,077,617,528 P 2,394,417,825 1,893,656,331
Noncontrolling interest 33,483,898 122,066,594 ) 9,550,848
2,111,101,426 P 2272351231 1,903,207,179

See Notes to Consolidated Financial Statements.




Balance at January 1, 2020

Cash dividend declared

Net profit for the year

Other comprehensive loss for the year

Balance at December 31, 2020

Balance at January 1, 2019

Effect of consolidation of a subsidiary
Cash dividend declared

Net profit for the year

Other comprehensive income for the year

Balance at December 31, 2019

Balance at January 1, 2018

Issuances during the year

Net profit for the year

Other comprehensive loss for the year

Balance at December 31, 2018

Note

D.M. WENCESLAO & ASSOCIATES, INCORPORATED AND SUBSIDIARIES
(A Subsidiaty of Wendel Holdings Co., Inc.)
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018
(Amounts in Philippine Pesos)

Atributable to Shareholders of the Parent Company

Capital Additional Revaluation Other Retained Earnings Noncontrolling Total
Stock Paid-in Capital Reserves Reserves Unappropriated Appropriated Total Interest Equity
P 3,395864,100 P 6,964,649,807 (P 8,143,620) (P 275,974,845 ) P 8,710,340,671 P 1,200,000,000 P 19,986,736,113 P 546,446,881 P 20,533,182,994
- - - - ( 359,999,533 ) - ( 359,999,533 ) - ( 359,999,533 )
- - - - 2,130,725,241 - 2,130,725,241 33,483,898 2,164,209,139
- - ( 53,107,713) - - - ( 53,107,713) - ( 53,107,713)
P 3,395,864,100 P 6,964,649,807 (P 61,251,333) (P 275,974,845) P 10,481,066,379 P 1,200,000,000 P 21,704,354,108 P 579,930,779 P 22,284,284,887
P 3,395864,100 P 6,964,649,807 (P 28,524,335) (P 275,974,845 ) P 6,941,450,177 P 1,200,000,000 P 18,197,464,904 P 668,513,475 P 18,865978,379
- - - - ( 80,634,966 ) - ( 80,634,966 ) - ( 80,634,966 )
- - - - ( 524,511,650 ) - ( 524,511,650 ) - ( 524,511,650 )
- - - - 2,374,037,110 - 2,374,037,110 122,066,594 ) 2,251,970,516
- - 20,380,715 - - - 20,380,715 - 20,380,715
P 3,395,864,100 P 6,964,649,807 (P 8,143,620) (P 275,974,845 ) P 8710,340,671 P 1,200,000,000 P 19,986,736,113 P 546,446,881 P 20,533,182,994
P 2716,691,200 P - (P 10,935,176) (P 275,974,845 ) P 5030,204,687 P 1,200,000,000 P 8,659,985866 P 658,962,627 P 9318948493
679,172,900 6,964,649,807 - - - - 7,643,822,707 - 7,643,822,707
- - - - 1,911,245,490 - 1,911,245,490 9,550,848 1,920,796,338
- - ( 17,589,159 ) - - - ( 17,589,159 ) - ( 17,589,159 )
P 3,395,864,100 P 6,964,649,807 (P 28,524,335) (P 275,974,845 ) P 6,941,450,177 P 1,200,000,000 P 18,197,464,904 P 668,513,475 P 18,865,978,379

See Notes to C lidated Financial Si




D.M. WENCESLAO & ASSOCIATES, INCORPORATED AND SUBSIDIARIES
(A Subsidiary of Wendel Holdings Co., Inc.)
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018
(Amounts in Philippine Pesos)

Notes 2020 2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax P 2,786,698,646 P 3,327,203,945 P 2,578,315,201
Adjustments for:
Depreciation and amortization 14, 15,16 153,829,871 149,241,253 134,627,187
Interest income 22 ( 88,678,484)  ( 296,920,773)  ( 66,668,597 )
Finance costs 22 39,767,185 98,347,073 69,851,542
Share in net earnings of associates and joint ventures 13 ( 26,013,531)  ( 6,036,685)  ( 6,307,878 )
Dividend income ( 2,940,008)  ( 1,470,004 ) -
Fair value gain in financial assets at fair value through profit or loss 22 ( 2,790,000)  ( 417,500) -
Unrealized foreign currency losses (gains) - net 1,294,536 177,894 ( 2,854,408 )
Operating profit before working capital changes 2,861,168,215 3,270,125,203 2,706,963,047
Increase in receivables ( 854,447,715)  ( 639,659,242)  ( 724,886,883 )
Decrease (increase) in contract asset 157,010,743 ( 82,360,613 ) ( 119,351,065)
Increase in land and land development costs ( 100,043,074)  ( 45,711,473) ( 193,183,087 )
Decrease (increase) in property development costs 138,754,903 ( 58,818,239 ) ( 116,302,673 )
Decrease (increase) in other assets ( 272,450,284 ) 644,606,851 ( 426,589,995 )
Increase in trade and other payables 550,338,053 70,199,818 98,910,090
Decrease in advances from a co-joint venturer ( 1,000,000,000 ) - -
Increase in contract liability 136,076,571 344,275,310 86,131,768
Increase (decrease) in deposits and advances ( 158,465,664 ) 249,880,833 174,168,373
Increase (decrease) in retirement benefit obligation 3,153,787 1,298,028 ( 65,371,122))
Cash generated from operations 1,461,095,535 3,753,836,476 1,420,488,453
Cash paid for income taxes 25 ( 888,363,949)  ( 522,750,448)  ( 442,155,659 )
Interest received 91,468,484 266,287,639 66,668,597
Net Cash From Operating Activities 664,200,070 3,497,373,667 1,045,001,391
CASH FLOWS FROM INVESTING ACTIVITIES
Construction in progress and development costs
of investment properties 15 ( 3,076,360,543 ) ( 1,306,139,986 ) ( 417,451,274)
Maturities of (investments in) short-term placements 12 1,475,000,000 ( 2,060,000,000 ) ( 1,400,000,000 )
Additional advances to related parties 26 ( 31,185,660 ) ( 376,675,636)  ( 126,377,851)
Collection of advances to related parties 26 24,546,136 420,346,968 65,137,964
Acquisitions of property and equipment 14 ( 11,557,531)  ( 154,152,354)  ( 29,848,923 )
Dividend received 2,940,008 1,470,004 -
Net Cash Used in Investing Activities ( 1,616,617,590 ) ( 3,475,151,004 ) ( 1,908,540,084 )
CASH FLOWS FROM FINANCING ACTIVITIES
Additional interest-bearing loans and borrowings 18 1,000,000,000 - 1,005,000,000
Repayments of advances from related parties 26 ( 318,616,168 ) ( 323,999,539)  ( 44,882,438 )
Cash dividends declared and paid by subsidiaries to its othet shareholders 28 ( 199,999,533 ) ( 404,512,000 ) -
Cash dividends declared and paid to stockholders of parent company 28 ( 160,000,000)  ( 119,999,650 ) -
Repayments of interest-bearing loans and borrowings 18 ( 114,700,000 ) ( 1,417,200,000 ) ( 1,552,982,945 )
Finance costs paid ( 23,602,439) ( 83,386,399)  ( 85,592,203 )
Repayments of lease liabilities 16 ( 11,282,400)  ( 10,764,618 ) -
Proceeds from issuance of shares of stock 27 - - 7,643,822,707
Net Cash From (Used in) Financing Activities 171,799,460 ( 2,359,862,2006 ) 6,965,365,121
Effect of Changes in Foreign Exchange Rate
on Cash and Cash Equivalents ( 1,294,536 ) ( 177,894 ) 2,854,408
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ( 781,912,596 )  ( 2,337,817,437 ) 6,104,680,836
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 5,211,402,211 7,549,219,648 1,444,538,812
CASH AND CASH EQUIVALENTS AT END OF YEAR P 4,429,489,615 P 5211,402,211 P 7,549,219,648

Supplemental Information on Non-cash Activities - See Note 31

See Notes to C lidated Financial S




D.M. WENCESLAO & ASSOCIATES, INCORPORATED AND SUBSIDIARIES
(A Subsidiary of Wendel Holdings Co., Inc.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020, 2019 AND 2018
(Amounts in Philippine Pesos)

CORPORATE INFORMATION

1.1 Incorporation and Operations

D.M. Wenceslao & Associates, Incorporated (DMWALI or the Parent Company) was
incorporated in the Philippines on April 7, 1965. DMWALI is presently engaged in the
trade and business of general builders and contractors and related activities such as
acting as specialty construction contractors, supervisors or managers in all cases of
constructions, erections and works both public and private, real estate business and
leasing.

On June 29, 2018, the Parent Company’s shares of stock were listed at the Philippine
Stock Exchange (PSE) (see Note 28.1).

DMWALI holds certain investments in entities that are either subsidiaries, associates or
joint ventures and all are incorporated in the Philippines (see Notes 1.2 and 13).

DMWAL is a subsidiary of Wendel Holdings Co., Inc. (WHI or Ultimate Parent Company),
a company incorporated and domiciled in the Philippines. WHI is presently engaged in
raising investments either through borrowings, sale or lease of its capital assets. The
effective percentage of ownership of WHI in DMWATI aggregates to 62.92% as of
December 31, 2020 and 2019.

On April 24, 2020, the Parent Company’s Board of Directors (BOD) approved the change
of DMWAT’s registered office address from 3™ Floor Aseana Powerstation Building,

Pres. Macapagal Avenue, Aseana Business Park, Parafiaque City to 15th Floor, Aseana 3,
D. Macapagal Blvd. corner Asean Ave., Aseana City, Parafiaque City. The change in
registered office address was approved by the Securities and Exchange Commission (SEC)
on January 4, 2021 but remains pending with the Bureau of Internal Revenue (BIR) as of
the date of the issuance of the Parent Company’s consolidated financial statements.
DMWAT’s principal place of business is located at 15th and 16th Floor, Aseana 3 Bldg,,
D. Macapagal Blvd. cor. Bradco Avenue, Aseana City, Parafiaque City. The registered
office of WHI, which is also its principal place of business, is at 306 E. Rodriguez Sr.
Boulevard, Quezon City.

1.2 Subsidiaries, Associates and Joint Ventures

The Parent Company holds effective ownership interests in certain subsidiaries
(together with the Parent Company, collectively hereinafter referred to as the “Group”),
associates, and joint ventures, that are currently operating or are established to engage in
businesses related to the main business of the Parent Company, in these consolidated
financial statements.
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As of December 31, 2020 and 2019, the following summarizes the effective percentage of
ownership or interest of DMWALI over these entities:

Effective Percentage
Explanatory _of Ownership/Interest

Name of Subsidiaries/Associates/Joint Ventures Notes 2020 2019
Subsidiaries:
Direct:
Aseana Residential Holdings Corp. (ARHC) (2) 100.00%  100.00%
Aseana Holdings, Inc. (AHI) () 99.98% 99.98%
Fabricom, Inc. (FI) (©) 99.98% 99.98%
Fabricom Realty Development
Corporation (FRDC) (d) 62.20% 62.20%
R-1 Consortium, Inc. (R-1) (e) 55.45% 55.45%
Alphaland Bay City Corporation (ABCC) ® 100.00%  100.00%
Direct and Indirect:
Portal Holdings, Inc. (PHI) &) 100.00%  100.00%
Mandaue Land Consortium, Inc. (MLCI) () 81.00% 81.00%
Aseana L.T. Plaza, Inc. (AITPI) @ 66.97% 66.97%
SHLP BBP Realty, Inc. (SBRI) ) 55.96% 55.96%
Indirect:

58 Jupiter Inc. (formerly Reine, Inc.)
(58 Jupiter) — Accounted for as

Asset Acquisition (k) 100.00%  100.00%
L&B Development Corporation (LBDC) —

Accounted for as Asset Acquisition 0] 100.00% -
Boracay International Airport &

Dev’t Corp. (BIADC) (m) 99.98% 99.98%
U-City Technologies Philippines, Inc. (UCTPI) (n) 99.98% 99.98%
Aseana City Transport & Travel Corp. (ACTTC) (o) 99.98% 99.98%
Aseana Gas Energy Corp. (AGEC) ©®) 99.98% 99.98%
Aseana Real Esate Services

Management Corp. (ARESM) ©) 95.98% 95.98%
Bay Area Holdings, Inc. (BAHI) (® 59.98% 59.98%
Aseana Resi Rent Corp. (ARRC) (s) 100.00% -

Associates:
Alphaland Heavy Equipment, Corp. (AHEC) ® 50.00% 50.00%
European Resources and Technology, Inc. (ERTI) ®) 42.00% 42.00%
Aseana CL, Beach and Marina Development
Corporation (ACBMDC) ) 36.00% 36.00%

Joint venture —
Bay Resources and Development
Corporation (BRADCO) (W) 50.00% 50.00%



Notes:
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Established to purchase, acquire and own, hold, use, assign, transfer, mortgage, pledge, exchange or
otherwise dispose of, subject to limitations imposed by law, real and personal property, including but
not limited to, land, buildings, condominiums, shares of stock, bonds and other securities.

Established to engage in the business of owning, holding, exchanging, or otherwise disposing such items
as real and personal properties, and securities such as stocks, bonds and to take part and assist in any
legal matter for the purchase and sale of any securities as may be allowed by law without acting as or
engaging in the business of an investment house, mutual fund or broker or dealer in securities.

Established to engage in the business of importation and marketing of heavy equipment, industrial equipment
or any commercial products, which may be the object of commerce for the attainment of corporate objectives.
As more fully discussed in Note 28.4, the increase in the Parent Company’s effective percentage ownership in
FI and BAHT is a result of a deed of exchange representing a business combination that is accounted for
under pooling of interest method involving entities under common control.

Established to engage in housing and real estate development and selling and engaging in other related
activities.

Established to engage in general construction and other allied businesses including constructing, enlarging,
repairing, removing, developing, or otherwise engaging in any work upon building roads, highways,
manufacturing plants, bridges, airfields, piers, docks, mines, masonry and earth construction, and to

make, execute, bid for and take or receive any contracts or assignment of contracts in relation thereto.

ABCC was established to own, use, improve, develop, subdivide, sell, exchange, lease and hold for investment
or otherwise, real estate of all kinds, including buildings, houses, apartments and other structures. As more
fully discussed in Note 13.2(b), ABCC became a subsidiary of DMWAI starting in 2019.

DMWALT’s effective interest is derived from its 40.00% direct ownership and 60.00% indirect holdings
through ARHC. PHI was established to purchase, subscribe for, or otherwise acquire and own, hold, use,
assign, transfer, mortgage, pledge, exchange or otherwise dispose of real and personal property, including
but not limited to, land, buildings, condominiums, shares of stock, bonds and other securities.

DMWALT’s effective interest is derived from its 40.00% direct ownership and 41.00% indirect holdings
through AHI and R-1 which own 30.00% and 20.00%, respectively. MLCI was established to engage in
general realty and other allied businesses including owning, improving, subdividing, developing, reclaiming,
enlarging, repairing, constructing, exchanging, leasing and holding investment or otherwise, real estate and
lands of all kinds and any buildings, houses and other structures.

DMWAT’s effective ownership interest is derived from its 41.98% direct ownership and 24.99% indirect
holdings through PHI. AITPI was established to engage in the business of owning, using, improving,
developing, selling, exchanging, leasing, and holding for investment or otherwise, real estate of all kinds,
including building houses, apartments and other structures, and related activities.

DMWAT’s effective ownership is derived from its 29.98% direct ownership and 25.98% indirect holdings
through AHI, BAHI and PHI which each owns 9.99% of SBRI. SBRI was established to engage in real
estate development and engaging in other related activities.

58 Jupiter was acquired in 2017 and indirectly owned through AHI [see Notes 3.1(k) and 13.4]; established
to acquire by purchase, lease, donation, or otherwise, and to own, use, improve, develop, subdivide, sell,
mortgage, exchange, lease, develop, and hold for investment or otherwise, real estate of all kinds, whether
improve, manage or otherwise dispose of buildings, houses, apartments, and other structures of whatever
kind, together with their appurtenances.

LBDC was acquired in 2020 and indirectly owned through ARHC [see Notes 3.1(k) and 13.4]; established
to engage in real estate business; to acquire by purchase, lease, donation or otherwise, use improve, develop,
subdivide, sell, mortgage, exchange, lease, develop and hold investment or otherwise, real estate of all kinds,
whether improved, managed, or otherwise deal in or dispose of buildings, houses, apartments, townhouses,
condominiums, and other structures of whatever kind together with the appurtenances or improvements
found thereon.

Indirectly owned through AHI; established to build an international airport in Boracay, Municipality of
Malay and/ or Carabao Island, San Jose, Romblon, Philippines.

Indirectly owned through AHI; established to install and provide electronic security apparatus and
products to industrial, commercial and other establishments whether public or private for the purpose
of securing or protecting properties and other related services. In 2016, AHI acquired through cash
consideration the entire 40.00% minority interest of the other stockholder resulting in 100.00% direct
ownership by AHI in UCTPI (see Note 28.4).

Indirectly owned through AHI; established to engage in the business of transportation of passengers by
means of public utility vehicles for the general public and to lease out or rent its public utility vehicles for
special trips.

Indirectly owned through AHI; established to engage in, conduct and carry on the business of buying,
selling, distributing, marketing of liquefied petroleum gas and other fuel products at wholesale or retail

and to construct a reticulation network in strategically located tank to enable safe and sufficient

distribution of piped gas to end users in Aseana Business Park.

Indirectly owned through AHI; established to acquire and manage properties such as commercial, residential,
office condominium and industrial real estate.
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(r) Indirectly owned through FI; established to purchase, acquire, or otherwise own and hold, use, sell, assign,
transfer, mortgage, pledge, or otherwise dispose of, real and personal property, including land, buildings,
condominiums and engaging in other related activities. As more fully discussed in Note 28.4, the increase
in the Parent Company’s effective percentage ownership in FI and BAHI is a result of a deed of exchange
representing a business combination that is accounted for under pooling of interest method involving
entities under common control.

(s) Indirectly owned through AHI; established to engage in realty business, provided that it shall not solicit,
accept or take investments or placements from the public, neither shall it issue investment contracts.

(© Indirectly owned through FI; established to purchase, import, or otherwise acquire, lease, sell, distribute,
market, convey or otherwise dispose heavy equipment, machinery and related implements. As of
December 31, 2020, AHEC is currently in the process of liquidation (see Note 13.1).

(u) Established to engage in collecting, segregating, recycling, composting, filling, disposing, treating or
otherwise managing household, industrial and other kinds of garbage for local, or other government units
and private persons and firms as well as extended guidance and education for proper waste management.

(v) DMWATDs effective interest is derived from its 10.00% direct ownership and 26.00% indirect holdings
through AHI. ACBMDC was established to engage in real estate business with marinas, cruise liner
facilities and beach resorts in all its aspects; to acquire, rent or otherwise deal in and dispose of all kinds
or real estate objects, involving commercial, industrial, urban, residential or other kinds of real property.

(w) BRADCO was established to acquire, develop and market real estate properties [see Note 13.2(a)].

As of December 31, 2020, FRDC, R-1, MLCI, AITPI, SBRI, BIADC, AGEC, ACBMDC,
ABCC, and ARRC have not yet started commercial operations.

13 Impact of COVID-19 Pandemic on the Group’s Business

The COVID-19 pandemic started to become widespread in the Philippines in early
March 2020. The measures taken by the government to contain the virus have affected
economic conditions and the Group’s business operations. The following are the impact
of the COVID-19 pandemic to the Group’s business:

e interruptions in the construction of on-going projects;

e difficulty in the collection of accounts receivables from tenants on leases and
reimbursable charges;

e delays in collection from residential buyers on turnover balances of a completed project;

e temporary setbacks in pre-selling of residential units; and,

e additional administrative expenses were incurred to ensure health and safety of its

employees and customers such as the frequent disinfection of facilities and COVID-19
testing for its employees.

In response to this matter, the Group has taken the following actions:

e re-cvaluated schedules and completion of projects’ under construction;

e launched digital platform and collection portal towards the end of the third quarter to
provide convenient payment access to the customers;

e granted an average of 10% to 50% discount on variable leases (i.e., computed as
3% of monthly gross products sales) to certain tenants for six months, and deferment
of payments for lessees and residential buyers for two months;

e activated digital marketing initiatives to reach existing and potential residential buyers;
and,

e implemented stringent health protocols within the Group’s offices and project sites.

Based on the above actions and measures taken by management to mitigate the adverse
effect of the pandemic, it projects that the Group would continue to report positive results
of operations and would remain liquid to meet current obligation as it falls due. Accordingly,
management has not determined material uncertainty that may cast significant doubt on the
Group’s ability to continue as a going concern.
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1.4 Approval of the Consolidated Financial Statements

The consolidated financial statements of the Group as of and for the year ended
December 31, 2020 (including the comparative consolidated financial statements as
of December 31, 2019 and for the years ended December 31, 2019 and 2018) were
authorized for issue by the Parent Company’s BOD on March 3, 2021.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies that have been used in the preparation of these
consolidated financial statements are summarized below and in the succeeding pages.
These policies have been consistently applied to all the years presented, unless otherwise
stated.

2.1 Basis for Preparation of Consolidated Financial Statements
(a)  Statement of Compliance with Philippine Financial Reporting Standards

The financial statements of the Group have been prepared in accordance with
Philippine Financial Reporting Standards (PFRS) , which include the availment of
the financial reporting reliefs issued and approved by the SEC as discussed in
Note 2.2(c). PFRS are adopted by the Financial Reporting Standards Council (FRSC)
from the pronouncements issued by the International Accounting Standards Board,
and approved by the Philippine Board of Accountancy.

The consolidated financial statements have been prepared using the measurement
bases specified by PFRS for each type of asset, liability, income and expense. The
measurement bases are more fully described in the accounting policies that follow.

(b)  Presentation of Consolidated Financial Statements

The consolidated financial statements are presented in accordance with PAS 1,
Presentation of Financial Statements. The Group presents the consolidated statement of
comprehensive income separate from the consolidated statement of profit or loss.

The Group presents a consolidated third statement of financial position as at
the beginning of the preceding period when it applies an accounting policy
retrospectively, or makes a retrospective restatement or reclassification of items
that has a material effect on the information in the consolidated statement of
financial position at the beginning of the preceding period. The related notes to the
consolidated third statement of financial position are not required to be disclosed.

(¢)  Functional and Presentation Currency

These consolidated financial statements are presented in Philippine pesos, the
Group’s functional and presentation currency, and all values represent absolute
amounts except when otherwise indicated.

Items included in the consolidated financial statements of the Group are measured
using its functional currency. Functional currency is the currency of the primary
economic environment in which the Group operates.
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2.2 Adoption of New and Amended PFRS

(a)  Effective in 2020 that are Relevant to the Group

The Group adopted for the first time the revision to conceptual framework,
amendments and annual improvements to PFRS, which are mandatorily effective
for annual periods beginning on or after January 1, 2020:

Conceptual Framework :  Revised Conceptual Framework for
Financial Reporting
PAS 1 and PAS 8
(Amendments) :  Presentation of Financial Statements and
Accounting Policies, Changes in
Accounting Estimates and Errors —
Definition of Material
PFRS 3 (Amendments) :  Business Combinations —
Definition of a Business
PFRS 7 and PFRS 9
(Amendments) :  Financial Instruments: Disclosures and
Financial Instruments — Interest Rate
Benchmark Reform

Discussed below and in the succeeding page are the relevant information about
these pronouncements.

(i)  Revised Conceptual Framework for Financial Reporting. The revised conceptual
framework will be used in standard-setting decisions with immediate effect.
Key changes include (a) increasing the prominence of stewardship in the
objective of financial reporting, (b) reinstating prudence as a component of
neutrality, (c) defining a reporting entity, which may be a legal entity, or a
portion of an entity, (d) revising the definitions of an asset and a liability,
(e) removing the probability threshold for recognition and adding guidance
on derecognition, (f) adding guidance on different measurement basis, and,
() stating that profit or loss is the primary performance indicator and that,
in principle, income and expenses in other comprehensive income should be
recycled where this enhances the relevance or faithful representation of the
financial statements. The application of the revised conceptual framework
had no significant impact on the Group’s consolidated financial statements.

(i) PAS 1 (Amendments), Presentation of Financial Statements, and PAS 8
(Amendments), Accounting Policies, Changes in Accounting Estimates and
Errors — Definition of Material (effective from January 1, 2020). The
amendments provide a clearer definition of ‘material’ in PAS 1 by including
the concept of ‘obscuring’ material information with immaterial information
as part of the new definition, and clarifying the assessment threshold (i.e.,
misstatement of information is material if it could reasonably be expected to
influence decisions made by primary users, which consider the characteristic
of those users as well as the entity’s own circumstances). The definition of
material in PAS 8 has been accordingly replaced by reference to the new
definition in PAS 1. In addition, amendment has also been made in other
standards that contain definition of material or refer to the term ‘material’ to
ensure consistency. The application of these amendments had no
significant impact on the Group’s consolidated financial statements.
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PFRS 3 (Amendments), Business Combinations — Definition of a Business. The
amended definition of a business requires an acquisition to include an input
and a substantive process that together significantly contribute to the ability
to create outputs. The definition of the term ‘outputs’ is amended to focus
on goods and services provided to customers, generating investment income
and other income, and it excludes returns in the form of lower costs and
other economic benefits. Also, the amendments will likely result in more
acquisitions being accounted for as asset acquisitions. The application of
these amendments had no significant impact on the Group’s consolidated
financial statements.

PERS 7 (Amendments), Financial Instruments: Disclosures, and PFRS 9
(Amendments), Financial Instruments — Interest Rate Benchmark Reform. The
amendments clarify that an entity would continue to apply certain hedge
accounting requirements assuming that the interest rate benchmark on
which the hedged cash flows and cash flows from the hedging instrument
are based will not be altered as a result of interest rate benchmark reform.
The application of these amendments had no significant impact on the
Group’s consolidated financial statements.

Effective Subsequent to 2020 but not Adopted Early

There are amendments and improvements to existing standards effective for
annual periods subsequent to 2020, which are adopted by the FRSC. Management
will adopt the relevant pronouncements below and in the succeeding page in
accordance with their transitional provisions; and, unless otherwise stated, none of
these are expected to have significant impact on the Group’s consolidated financial
statements.

@)

(if)

(itf)

PFRS 16 (Amendments), Leases — COV1D-19-Related Rent Concessions (effective
from June 30, 2020). The amendments permit lessees, as a practical expedient,
not to assess whether particular rent concessions occurring as a direct
consequence of the COVID-19 pandemic are lease modifications and instead
to account for those rent concessions as if they are not lease modifications.

PFRS 3 (Amendments), Business Combination — Reference to the Conceptual
Framework (eftective from January 1, 2022). The amendments update an
outdated reference to the Conceptual Framework in PFRS 3 without
significantly changing the requirements in the standard.

PAS 16 (Amendments), Property, Plant and Equipment — Proceeds Before Intended
Use (effective from January 1, 2022). The amendments prohibit deducting
from the cost of an item of property, plant and equipment any proceeds from
selling items produced while bringing that asset to the location and condition
necessary for it to be capable of operating in the manner intended by
management. Instead, an entity recognizes the proceeds from selling such
items, and the cost of producing those items, in profit or loss.
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PAS 37 (Amendments), Provisions, Contingent Liabilities and Contingent
Assets — Onerous Contracts — Cost of Fulfilling a Contract (effective January 1,
2022). The amendments specify that the ‘cost of fulfilling’ a contract
comprises the ‘costs that relate directly to the contract’. Costs that relate
directly to a contract can either be incremental costs of fulfilling that
contract (examples would be direct labor, materials) or an allocation of
other costs that relate directly to fulfilling contracts (an example would
be the allocation of the depreciation charge for an item of property, plant
and equipment used in fulfilling the contract).

Annual Improvements to PFRS 2018-2020 Cycle. Among the improvements,
the following amendments, which are effective from January 1, 2022, are
relevant to the Group:

a. PFRS 9 (Amendments), Financial Instruments — Fees in the "10 per cent’ Test
for Derecognition of Liabilities. 'The improvements clarify the fees that a
company includes when assessing whether the terms of a new or modified
financial liability are substantially different from the terms of the original
financial liability.

b. Ilustrative Examples Accompanying PFRS 16, Leases — Lease Incentives.
The improvement merely removes potential for confusion regarding lease
incentives.

PAS 1 (Amendments), Presentation of Financial Statements — Classification of
Liabilities as Current or Non-current (effective January 1, 2023). The amendments
aim to promote consistency in applying the requirements by helping companies
determine whether, in the statement of financial position, debt and other
liabilities with an uncertain settlement date should be classified as current

(due or potentially due to be settled within one year) or non-current.

PFRS 10 (Amendments), Consolidated Financial Statements, and

PAS 28 (Amendments), Investments in Associates and Joint Ventures — Sale or
Contribution of Assets Between an Investor and its Associates or Joint 1 enture

(effective date deferred indefinitely). The amendments to PFRS 10 require
full recognition in the investor’s financial statements of gains or losses arising
on the sale or contribution of assets that constitute a business as defined in
PFRS 3 between an investor and its associate or joint venture. Accordingly,
the partial recognition of gains or losses (i.e., to the extent of the unrelated
investor’s interests in an associate or joint venture) only applies to those sale
of contribution of assets that do not constitute a business. Corresponding
amendments have been made to PAS 28 to reflect these changes. In addition,
PAS 28 has been amended to clarify that when determining whether assets that
are sold or contributed constitute a business, an entity shall consider whether
the sale or contribution of those assets is part of multiple arrangements that
should be accounted for as a single transaction.



-9.

() SEC Financial Reporting Reliefs Availed by the Group

The Group has availed of several financial reporting reliefs granted by the SEC
under Memorandum Circular (MC) No. 14-2018, Philippine Interpretation Committee
Question and Answer (P1C Q&A) No. 2018-12 Implementation Issues Affecting Real
Estate Industry, MC No. 3-2019, PIC Q&>A Nos. 2018-12-H and 2078-14, and

MC No. 4-2020, Deferment of the Implementation of IFRS Interpretations Committee
(IFRIC) Agenda Decision on Over Time Transfer of Constructed Goods (PAS 23, Borrowing
Costs) for Real Estate Industry, relating to several implementation issues of PFRS 15,
Revenue from Contracts with Customers, atfecting the real estate industry. These MCs

deferred the implementation of the relevant accounting pronouncements until
December 31, 2020.

In December 2020, the SEC issued MC 34-2020, Deferral of PIC Q&>A No. 2018-12
and IFRIC Agenda Decision on Over Time Transfer of Constructed Goods (PAS 23) for Real
Estate Industry, provided another relief by further deferring implementation issues
under MC No. 14-2018 and MC No. 4-2020. This additional relief is effective
January 1, 2021.

Discussed below are the financial reporting reliefs availed of by the Group,
including the descriptions of the implementation issues and their qualitative impacts
to the financial statements. The Group opted to avail the reliefs until the end of
the deferment period as provided under the relevant MC.

Relief Description and Implication Deferral period

IFRIC Decision on | The IFRIC concluded that any inventory | Originally until
Over Time Transfer | (work-in-progress) for unsold units under |December 31,

of Constructed construction that the entity recognizes is {2020 under MC
Goods not a qualifying asset, as the asset is ready |No 4-2020; further
(PAS 23) for Real for its intended sale in its current deferred until
Estate Industry condition (i.e., the developer intends to December 31, 2023

sell the partially constructed units as soon |under MC 34-2020
as it finds suitable customers and, on
signing a contract with a customer, will
transfer control of any work-in-progress
relating to that unit to the customer).
Accordingly, no borrowing costs can be
capitalized on such unsold real estate
inventories.

Although the Group had not capitalized
borrowing costs relating to its real estate
inventories due to inapplicability in current
and prior years, the Group opted to avail the
relief provided by the SEC to defer the
implementation of the IFRIC Agenda
Decision.
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Relief

Description and Implication

Deferral period

Generally, an entity that capitalized

borrowing costs and elected not to defer

the IFRIC Agenda Decision would have
the following impact in its financial
statements:

* interest expense would have been
higher;

*  cost of real estate inventories would
have been lowet;

* total net profit and total
comprehensive income would have
been lower;

* retained earnings would have been
lower; and,

* the carrying amount of real estate
inventories would have been lower.

PIC Q&A No.

2018-12-D,
Concept of the
significant
financing
component in the
contract to sell

PERS 15 requires that in determining the
transaction price, an entity shall adjust the
promised amount of consideration for the
effects of the time value of money if the
timing of payments agreed to by the
parties to the contract (either explicitly or
implicitly) provides the customer or the
entity with a significant benefit of
financing the transfer of goods or services
to the customer. In those circumstances,
the contract contains a significant
financing component.

Had the Group elected not to defer this
provision of the standard, it would have
an impact in the consolidated financial
statements as there would have been a
significant financing component when
there is a difference between the
percentage-of-completion (POC) of the
real estate project and the right to the
consideration based on the payment
schedule stated in the contract. The
Group would have recognized an
interest income when the POC of the real
estate project is greater than the right to
the consideration and interest expense
when lesser. Both interest income and
expense will be calculated using the
effective interest rate method. This will
impact the retained earnings, real estate
sales, and profit or loss in

2020, 2019 and 2018.

Originally until
December 31, 2020
under MC 14-2018;
further deferred
until December 31,
2023 under

MC 34-2020




- 11 -

Relief Description and Implication Deferral period
PIC Q&A No. Uninstalled materials delivered on-site Originally until
2018-12-E,, Treatment |such as steels and rebars, elevators and December 31, 2020
of land and uninstalled | escalators, which are yet to be installed or |[under MC 14-2018;
materials in the attached to the main structure are with the exclusion
determination of POC  |excluded in the assessment of progress. of land in the

Land on which the real estate
development will be constructed shall
also be excluded in the assessment of

POC.

Had the Group elected not to defer this

provision of the standard, it would have

the following impact on the consolidated

financial statements:

e real estate sales and cost of real estate
sales would have been lower;

* total comprehensive income would
have been lower; and,

* retained earnings would have been
lower.

assessment of
progress further
deferred until
December 31, 2023
under MC 34-2020

The SEC MCs also provided the required disclosures in the notes to the
consolidated financial statements should an entity decide to avail of any relief,
which include the following:

PIC Q&A;

the accounting policies applied;

a discussion of the deferral of the subject implementation issues in the

a qualitative discussion of the impact on the consolidated financial statements

had the concerned application guidelines in the PIC Q&A been adopted;

and,

options result into a change in accounting policy.

the corresponding required quantitative disclosures should any of the deferral

As prescribed by SEC MC No. 34-2020, for financial reporting periods beginning
on or after January 1, 2021, the availment of the above deferrals will impact the
Group’s financial reporting during the period of deferral as follows:

The consolidated financial statements are not considered to be in

accordance with PFRS and should specify in the “Basis of Preparation of
the Consolidated Financial Statements” section of the consolidated financial
statements that the accounting framework is PFRS, as modified by the
application of the financial reporting reliefs issued and approved by the SEC
in response to the COVID-19 pandemic; and,

The auditor’s report shall reflect in the opinion paragraph that the

consolidated financial statements are prepared in accordance with PFRS,
as modified by the application of the financial reporting reliefs issued and
approved by the SEC. In addition, the external auditor shall include an
Emphasis of Matter paragraph in the auditor’s report to draw attention
to the basis of accounting that has been used in the preparation of the
consolidated financial statements.
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(d) PIC Q&»As Relevant to the Real Estate Industry

In 2020, the PIC has issued four PIC Q&As which are relevant to the real estate
industry.

PIC Q&A No. 2020-02, Conclusion on PIC Q&>A No. 2018-12-E: On the
Treatment of Materials Delivered on Site but not yet Installed in Measuring the Progress
of the Performance Obligation

In recognizing revenue using a cost-based input method, the cost incurred
for customized materials not yet installed are to be included in the
measurement of progress to properly capture the efforts expended by the
Group in completing its performance obligation. In the case of uninstalled
materials that are not customized, since the Group is not involved in their
design and manufacture, revenue should only be recognized upon installation
or use in construction. The adoption of this PIC Q&A will be consistent
with PIC Q&A 2018-12-E as discussed in Note 2.2(c).

PIC Q&A No. 2020-03, Conclusion on PIC Q&4 No. 2018-12-D: On the
Accounting Treatment for the Difference when the Percentage of Completion (POC) is
Abead of the Buyer’s Payment

The difference when the POC is ahead of the buyer’s payment can be
accounted for either as a contract asset or receivable. The PIC has concluded
that both views are acceptable as long as this is consistently applied in
transactions of the same nature. The Group intends to continue its current
treatment of accounting for the difference when the POC is ahead of the
buyer’s payment as a contract asset.

PIC Q&A No. 2020-04, Addendum to PIC Q&>A 2018-12-D: Significant
Financing Component Arising from Mismatch between the Percentage of Completion
and Schedule of Payments

There is no significant financing component if the difference between the
promised consideration and the cash selling price of the good or service arises
for reasons other than the provision of finance to either the customer or the
entity, and the difference between those amounts is proportional to the
reason for the difference. Further, the Group do not need to adjust the
promised amount of consideration for the effects of a significant financing
component if the entity expects, at contract inception that the timing
difference of the receipt of full payment of the contract price and that of the
completion of the project, are expected within one year and significant

financing component is not expected to be significant. The adoption of this
PIC Q&A will be consistent with PIC Q&A 2018-12-D.
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. PIC Q&A No. 2020-05, Accounting for Cancellation of Real Estate Sales
(PIC QA No. 2020-05 will supersede PIC Q&> A No. 2018-14)

There are three acceptable approaches in accounting for sales cancellation and
repossession of the property as follows:

e repossessed property is recognized at fair value less cost to repossess;
e repossessed property is recognized at fair value plus repossession cost; of,
e cancellation is accounted for as a modification of the contract.

The Group accounts for cancellation of sales contract as modification of
contract, hence, the adoption of this PIC Q&A will not have significant
impact in the consolidated financial statements of the Group.

2.3 Basis of Consolidation

The Group’s consolidated financial statements comprise the accounts of the Parent
Company and its subsidiaries, after the elimination of material intercompany transactions.
All intercompany assets and liabilities, equity, income, expenses and cash flows relating to
transactions between entities under the Group, are eliminated in full on consolidation.
Unrealized profits and losses from intercompany transactions that are recognized in assets
are also eliminated in full. Intercompany losses that indicate impairment are recognized in
the consolidated financial statements.

The financial statements of subsidiaries are prepared for the same reporting period as the
Parent Company, using consistent accounting principles.

The Parent Company accounts for its investments in subsidiaries, associates, joint
ventures and noncontrolling interests as presented below and in the succeeding pages.

(a)  Investments in Subsidiaries

Subsidiaries are entities (including structured entities) over which the Group has
control. The Group controls an entity when (i) it has power over the entity, (ii) it is
exposed, or has rights to, variable returns from its involvement with the entity, and
(iif) it has the ability to affect those returns through its power over the entity.
Subsidiaries are consolidated from the date the Group obtains control.

The Group reassesses whether or not it controls an entity if facts and circumstances
indicate that there are changes to one or more of the three elements of controls
indicated above. Accordingly, entities are deconsolidated from the date that control
ceases.
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Accounting for Business Combination Using the Acquisition Method

The acquisition method is applied to account for acquired subsidiaries. This
requires recognizing and measuring the identifiable assets acquired, the liabilities
assumed and any noncontrolling interest in the acquiree. The consideration
transferred for the acquisition of a subsidiary is the fair value of the assets
transferred, the liabilities incurred to the former owners of the acquiree and the
equity interests issued by the Group, if any. The consideration transferred also
includes the fair value of any asset or liability resulting from a contingent
consideration arrangement. Acquisition-related costs are expensed as incurred
and subsequent change in the fair value of contingent consideration is recognized
directly in profit or loss.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair values at the acquisition
date. On an acquisition-by-acquisition basis, the Group recognizes any
noncontrolling interest in the acquiree, either at fair value or at the noncontrolling
interest’s proportionate share of the recognized amounts of acquiree’s identifiable
net assets.

The excess of the consideration transferred, the amount of any noncontrolling
interest in the acquiree and the acquisition-date fair value of any existing equity
interest in the acquiree over the acquisition-date fair value of identifiable net
assets acquired is recognized as goodwill. If the consideration transferred is less
than the fair value of the net assets of the subsidiary acquired in the case of a
bargain purchase, the difference is recognized directly as gain in profit or loss
(see Note 2.9).

(1)  Accounting for Business Combination Using the Pooling-of-interests Method

Business combinations arising from transfers of interests in entities that are
under the common control of the principal shareholder are accounted for

under the pooling-of-interests method. Transfers of assets between
commonly-controlled entities are accounted for under historical cost accounting.
Under this method, the financial information of the acquired entities are
included as if the acquisition occurred in the eatliest period presented.

The assets and liabilities of the acquired entities are combined using their
respective carrying values and any difference is accounted for and recognized in
Other Reserves account presented under the consolidated statement of changes

in equity.

Investment in Associates

Associates are those entities over which the Group is able to exert significant
influence but which are neither subsidiaries nor interests in a joint venture.
Investments in associates are initially recognized at cost and subsequently accounted
for using the equity method.
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Acquired investment in associate is subject to the purchase method. The purchase
method involves the recognition of the acquiree’s identifiable assets and liabilities,
including contingent liabilities, regardless of whether they were recognized in the
financial statements prior to acquisition. Goodwill represents the excess of
acquisition cost over the fair value of the Group’s share of the identifiable net
assets of the acquiree at the date of acquisition. Any goodwill or fair value
adjustment attributable to the Group’s share in the associate is included in the
amount recognized as investment in an associate.

All subsequent changes to the ownership interest in the equity of the associates are
recognized in the Group’s carrying amount of the investments. Changes resulting
from the profit or loss generated by the associates are credited or charged against
the Share in Net Earnings or Losses of Associates and Joint Ventures account in the
consolidated statement of profit or loss.

Impairment loss is provided when there is objective evidence that the investment in
an associate will not be recovered.

Changes resulting from other comprehensive income transactions of the associate
or items recognized directly in the associate’s equity are recognized in other
comprehensive income or equity of the Group, as applicable. However, when the
Group’s share of losses in an associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the Group does not recognize further
losses, unless it has incurred obligations or made payments on behalf of the
associate. If the associate subsequently reports profits, the investor resumes
recognizing its share of those profits only after its share of the profits exceeds the
accumulated share of losses that has previously not been recognized.

Distributions received from the associates are accounted for as a reduction of the
carrying value of the investment.

Investment in Joint 1V entures

A jointly controlled entity is a corporation, partnership, or other entity in which
two or more venturers have an interest, under a contractual arrangement that
establishes joint control over the entity. Each venturer usually contributes cash

or other resources to the jointly controlled entity. Those contributions are included
in the accounting records of the venturer and recognised in the venturet’s financial
statements as an investment in the jointly controlled entity.

Investments in joint venture are initially recognized at cost and subsequently
accounted for using the equity method.

Acquired investment in the jointly controlled entity is subject to the purchase
method. The purchase method involves the recognition of the jointly controlled
entity’s identifiable assets and liabilities, including contingent liabilities, regardless
of whether they were recognized in the financial statements prior to acquisition.
Goodwill represents the excess of acquisition cost over the fair value of the
venturer’s share of the identifiable net assets of the joint venture at the date of
acquisition. Any goodwill or fair value adjustment attributable to the venturer’s
share in the joint venture is included in the amount recognized as investment in
joint venture.
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All subsequent changes to the ownership interest in the equity of the joint venture
are recognized in the venturer’s carrying amount of the investments. Changes
resulting from the profit or loss generated by the joint venture are credited or
charged against the Share in Net Earnings or Losses of Associates and Joint
Ventures account in the consolidated statement of profit or loss.

Impairment loss is provided when there is objective evidence that the investment
in joint venture will not be recovered (see Note 2.21).

Changes resulting from other comprehensive income transactions of the jointly
controlled entity or items recognized directly in the jointly controlled entity’s
equity are recognized in other comprehensive income or equity of the venturer,
as applicable. However, when the venturer’s share of losses in a joint venture
equals or exceeds its interest in the joint venture, including any other unsecured
receivables, the venturer does not recognize further losses, unless it has incurred
obligations or made payments on behalf of the jointly controlled entity. If the
jointly controlled entity subsequently reports profits, the venturer resumes
recognizing its share of those profits only after its share of the profits exceeds
the accumulated share of losses that has previously not been recognized.

Distributions received from the jointly controlled entity are accounted for as a
reduction of the carrying value of the investment.

(d)  Transactions with Noncontrolling Interests

The Group’s transactions with noncontrolling interests that do not result in loss
of control are accounted for as equity transactions — that is, as transaction with the
owners of the Group in their capacity as owners. The difference between the fair
value of any consideration paid and the relevant share acquired of the carrying
value of the net assets of the subsidiary is recognized in equity (i.e., Other Reserves
account). Disposals of equity investments to noncontrolling interests result in gains
and losses for the Group that are also recognized in other components of equity.
When the Group ceases to have control over a subsidiary, any retained interest in
the entity is remeasured to its fair value at the date when control is lost, with the
change in carrying amount recognized in profit or loss. The fair value is the initial
carrying amount for the purposes of subsequently accounting for the retained
interest as an associate, joint venture or financial asset. In addition, any amounts
previously recognized in other comprehensive income in respect of that entity are
accounted for as if the Group had directly disposed of the related assets or
liabilities. This may mean that amounts previously recognized in other
comprehensive income are reclassified to profit or loss.

2.4 Financial Assets

Financial assets are recognized when the Group becomes a party to the contractual
terms of the financial instrument. For purposes of classifying financial assets, an
instrument is considered as an equity instrument if it is non-derivative and meets the
definition of equity for the issuer in accordance with the criteria of PAS 32, Financial
Instruments — Presentation. All other non-derivative financial instruments are treated as debt
instruments.
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Classification, Measurement and Reclassification of Financial Assets

The classification and measurement of financial assets is driven by the entity’s
business model for managing the financial assets and the contractual cash flow
characteristics of the financial assets. The classification and measurement of
financial assets that are applicable to the Group are described below and in the
succeeding pages.

()

(%)

Financial Assets at Amortized Cost

Financial assets are measured at amortized cost if both of the following
conditions are met:

e the asset is held within the Group’s business model whose objective is to
hold financial assets in order to collect contractual cash flows (“hold to
collect”); and,

e the contractual terms of the instrument give rise, on specified dates, to
cash flows that are solely payments of principal and interest (SPPI) on the
principal amount outstanding,.

Except for trade receivables that do not contain a significant financing
component and are measured at the transaction price in accordance with
PYRS 15, Revenue from Contracts with Customers, all financial assets meeting these
criteria are measured initially at fair value plus transaction costs. These are
subsequently measured at amortized cost using the effective interest method,
less any impairment in value.

The Group’s financial assets at amortized cost are presented in the
consolidated statement of financial position as Cash and Cash Equivalents,
Receivables (except Advances to suppliers), Short-term placements (presented
as part of Other Current Assets account), and Refundable deposits (presented
as part of Other Non-current Assets account).

For purposes of cash flows reporting and presentation, cash and cash
equivalents comprise accounts with original maturities of three months or

less, including cash. These generally include cash on hand, demand deposits
and short-term, highly liquid investments readily convertible to known
amounts of cash and which are subject to insignificant risk of changes in value.

Financial Assets at Fair 1 alue Throngh Other Comprebensive Income (F17OCI)

The Group accounts for financial assets at FVOCI if the assets meet the
following conditions:

e they are held under a business model whose objective is to hold to collect
the associated cash flows and sell (“hold to collect and sell”’); and,

e the contractual terms of the financial assets give rise to cash flows that are
SPPI on the principal amount outstanding.
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At initial recognition, the Group can make an irrevocable election (on an
instrument-by-instrument basis) to designate equity investments as at FVOCI;
however, such designation is not permitted if the equity investment is held by
the Group for trading or as mandatorily required to be classified as fair value
through profit or loss (FVIPL). The Group has designated unquoted equity
instruments and proprietary golf club shares as Financial assets at FVOCI on
initial recognition. These are presented as Financial assets at FVOCI under the
Other Non-current Assets account in the consolidated statement of financial
position.

Financial assets at FVOCI are initially measured at fair value plus transaction
costs. Subsequently, they are measured at fair value, with no deduction for any
disposal costs. Gains and losses arising from changes in fair value, including
the foreign exchange component, are recognized in other comprehensive
income, net of any effects arising from income taxes, and are reported as
part of Revaluation Reserves account in equity. When the asset is disposed
of, the cumulative gain or loss previously recognized in the Revaluation
Reserves account is not reclassified to profit or loss but is reclassified directly
to Retained Earnings account, except for those debt securities classified as
FVOCI wherein cumulative fair value gains or losses are recycled to profit or
loss.

Any dividends earned on holding equity instruments are recognized in profit
ot loss under Other Income, when the Group’s right to receive dividends is
established, it is probable that the economic benefits associated with the
dividend will flow to the Group, and, the amount of the dividend can be
measured reliably, unless the dividends cleatly represent recovery of a part of
the cost of the investment.

(izi)  Financial Assets at Fair Value Through Profit or Loss

Financial assets that are held within a different business model other than
“hold to collect” or “hold to collect and sell” are categorized at FVTPL.
Further, irrespective of business model, financial assets whose contractual
cash flows are not SPPI are accounted for at FVIPL. Also, equity securities
are classified as financial assets at FVTPL, unless the Group designates an
equity investment that is not held for trading as at FVOCI at initial
recognition. The Group’s financial assets at FVTPL significantly include
equity securities and a small portion of convertible debt securities, which are
held by the Group for trading purposes and designated as at FVTPL,
respectively.

Financial assets at FVTPL are initially measured at fair value. Subsequently,
they are measured at fair value with gains or losses recognized in profit or loss
as part of Finance Income in the consolidated statements of profit or loss.

Interest income on financial assets measured at amortized cost is recognized using
the effective interest rate method. The effective interest rate is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial
instrument or, when appropriate, a shorter period, to the net carrying amount of
the financial asset.
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The Group calculates interest income by applying the effective interest rate to the
gross carrying amount of the financial assets, except for those that are subsequently
identified as credit-impaired and or are purchased or originated credit-impaired
assets.

For financial assets that have become credit-impaired subsequent to initial
recognition, interest income is calculated by applying the effective interest rate

to the net carrying amount of the financial assets (after deduction of the loss
allowance). If the asset is no longer credit-impaired, the calculation of interest
income reverts to gross basis. For financial assets that were credit-impaired on
initial recognition, interest income is calculated by applying a credit-adjusted
effective interest rate to the amortized cost of the asset. The calculation of interest
income does not revert to a gross basis even if the credit risk of the asset
subsequently improves.

Interest income earned is recognized in the consolidated statement of profit or loss
as part of Finance Income.

The Group can only reclassify financial assets if the objective of its business model
for managing those financial assets changes. Accordingly, the Group is required to
reclassify financial assets: (i) from amortized cost to FVTPL, if the objective of the
business model changes so that the amortized cost criteria are no longer met; and,
(i) from FVTPL to amortized cost, if the objective of the business model changes
so that the amortized cost criteria start to be met and the characteristic of the
instrument’s contractual cash flows meet the amortized cost criteria. A change in
the objective of the Group’s business model will take effect only at the beginning
of the next reporting period following the change in the business model.

Impairment of Financial Assets

At the end of the reporting period, the Group assesses and recognizes for expected
credit loss (ECL) on a forward-looking basis associated with its financial assets
carried at amortized cost. The measurement of ECL involves consideration of
broader range of information that is available without undue cost or effort at the
reporting date about past events, current conditions, and reasonable and
supportable forecasts of future economic conditions (i.e., forward-looking
information) that may affect the collectability of the future cash flows of the
financial assets. Measurement of the ECL is determined by a probability-weighted
estimate of credit losses over the expected life of the financial instrument evaluated
based on a range of possible outcomes.

The Group applies the simplified approach in measuring ECL, which uses a
lifetime expected loss allowance for all trade and other receivables (other than
advances to and rental receivables from related parties) and other financial assets
carried at amortized costs. These are the expected shortfalls in contractual cash
flows, considering the potential for default at any point during the life of the
financial assets. The Group uses its historical experience, external indicators and
forward-looking information to calculate the ECL using a provision matrix. The
Group also assesses impairment of receivables such as rental and contract
receivables on a collective basis as they possess shared credit risk characteristics,
and have been grouped based on the days past due [see Note 5.2(b)].
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On the other hand, the Group applies a general approach in relation to advances to
and rental receivables from related parties. The maximum period over which ECL
should be measured is the longest contractual period where an entity is exposed to
credit risk. In the case of these receivables from related parties, which are repayable
on demand, the contractual period is the very short period needed to transfer the
cash once demanded. Management determines possible impairment based on the
sufficiency of the related parties’ highly liquid assets in order to repay the Group’s
receivables if demanded at the reporting date taking into consideration the historical
defaults of the related parties. If the Group cannot immediately collect its
receivables, management considers the expected manner of recovery to measure
ECL. If the recovery strategies indicate that the outstanding balance of advances to
related parties can be collected, the ECL is limited to the effect of discounting the
amount due over the period until cash is realized.

The key elements used in the calculation of ECL are as follows:

*  Probability of defanlt — It is an estimate of likelihood of a counterparty defaulting
at its financial obligation over a given time horizon, either over the next
12 months or the remaining lifetime of the obligation.

*  Loss given default — 1t is an estimate of loss arising in case where a default
occurs at a given time. It is based on the difference between the contractual
cash flows of a financial instrument due from a counterparty and those that
the Group would expect to receive, including the realization of any collateral
or effect of any credit enhancement.

*  Exposure at defanlt — 1t represents the gross carrying amount of the financial
instruments in #he event of default which pertains to its amortized cost.

The Group recognizes an impairment loss in profit or loss for all financial
instruments subjected to impairment assessment with a corresponding adjustment
to their carrying amount through a loss allowance account, except for debt
instruments measured at FVOCI, if applicable, for which the loss allowance is
recognizes in other comprehensive income and accumulated in Revaluation
Reserves account, and does not reduce the carrying amount of the financial

asset in the consolidated statement of financial position.

Derecognition of Financial Assets

The financial assets (or where applicable, a part of a financial asset or part of a
group of financial assets) are derecognized when the contractual rights to receive
cash flows from the financial instruments expire, or when the financial assets and
all substantial risks and rewards of ownership have been transferred to another
party. If the Group neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred asset, the Group
recognizes its retained interest in the asset and an associated liability for amounts it
may have to pay. If the Group retains substantially all the risks and rewards of
ownership of a transferred financial asset, the Group continues to recognize the
financial asset and also recognizes a collateralized borrowing for the proceeds
received.
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2.5 Land and Land Development Costs and Property Development Costs

(@)

)

Land and 1and Development Costs

Land and land development costs are initially recorded at acquisition cost or cost of
land reclamation and related land development costs, if the land is reclaimed. Land
and land development costs include capitalized borrowing costs incurred before the
completion of the reclamation project (see Note 2.23). A valuation allowance is
provided for land development costs that are no longer recoverable.

Subsequent to initial recognition, land and land development costs are stated at the
lower of cost and net realizable value. Net realizable value is the estimated selling
price in the ordinary course of business, less the estimated costs of completion
and the estimated costs necessary to make the sale. An item of land and land
development cost is derecognized upon disposal or when no future economic
benefits are expected to arise from the sale of asset.

Property Development Costs

The costs of land, development and construction of the residential condominium
projects of the Group are accumulated in the Property Development Costs account
in the consolidated statement of financial position. Borrowing costs, if any, on
certain loans incurred during the development of the real estate properties are also
capitalized by the Group as part of property development costs (see Note 2.23).

All costs relating to the real estate properties sold are recognized as cost/expense
as the work to which they relate is performed.

Costs of properties and projects accounted for as Property Development Costs are
assigned using specific identification of their individual costs. These properties and
projects are valued at the lower of cost and net realizable value. Net realizable
value is the estimated selling price in the ordinary course of business, less estimated
costs to complete and the estimated costs necessary to make the sale.

The Group recognizes the effect of revisions in the total project cost estimates
based on the input method in the year in which these changes become

known [see Note 2.16(c)]. Any impairment loss from a real estate project is
charged to operations during the period in which the loss is determined.

Repossessed property arising from sales cancellation is recognized at cost

[see Note 2.2(d)]. The difference between the carrying amount of the receivable
or contract asset to be derecognized and the cost of the repossessed property is
recognized in the consolidated statement of profit or loss.

2.6 Property and Equipment

Except for land stated at acquisition cost less any impairment in value, property and
equipment are stated at acquisition cost or construction cost less accumulated
depreciation, amortization and any impairment losses. The cost of an asset comprises its
purchase price or construction cost and directly attributable costs of bringing the asset to
working condition for its intended use. Expenditures for additions, major improvements
and renewals are capitalized while regular expenditures for repairs and maintenance are
charged to expense as incurred.
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Construction in progress pertains to the accumulated costs of putting up the assets,
additions or improvements including the applicable borrowing cost (see Note 2.23). Cost
is recognized when materials purchased and services performed in relation to
construction of the asset have been delivered or rendered. When the asset has become
available for use, the accumulated cost is transferred to the appropriate asset account,
and depreciation is recognized based on the estimated useful life of such asset.

Depreciation is computed on a straight-line basis over the estimated useful life of the
assets as follows:

Land improvements 15 years
Machinery and construction equipment 3-5 years
Transportation equipment 5 years
Furniture and office equipment 2-5 years
Machinery and other equipment 3 years

Amortization of leasehold improvements is recognized over the estimated useful lives of
improvements or the term of the lease, whichever is shorter.

Fully depreciated and amortized assets are retained in the accounts until these are no
longer in use and no further charge for depreciation and amortization is made in respect
of those assets.

An asset’s carrying amount is written down immediately to its recoverable amount if the
asset’s carrying amount is greater than its estimated recoverable amount (see Note 2.21).

The residual values, estimated useful lives and method of depreciation and amortization
of property and equipment are reviewed and adjusted if appropriate, at the end of each
reporting period.

An item of property and equipment, including the related accumulated depreciation and
amortization, and impairment losses, if any, is derecognized upon disposal or when no
future economic benefits are expected to arise from the continued use of the asset. Any
gain or loss arising on derecognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the item) is included in profit or loss in
the year the item is derecognized.

2.7 Other Assets

Other assets pertain to other resources controlled by the Group as a result of past events.
They are recognized in the consolidated financial statements when it is probable that the
future economic benefits will flow to the Group and the asset has a cost or value that can
be measured reliably.

Other recognized assets of similar nature, where future economic benefits are expected
to flow to the Group beyond one year after the end of the reporting period (or in the
normal operating cycle of the business, if longer), are classified as non-current assets.
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Advances to suppliers that will be applied as payment for construction of condominium
units accounted for as real estate inventories are classified and presented under the Other
Current Asset account. On the other hand, advances to suppliers that will be applied as
payment for construction of property and equipment, and investment properties are
classified and presented under the Other Non-current Assets account. These
classification and presentation are based on the eventual realization of the asset to

which it was advanced for.

2.8 Investment Properties

Propetties held for lease under operating lease agreements and/or for capital
appreciation, which comprise mainly of land (including its land development costs),
buildings and improvements and condominium units, are classified as investment
property and carried at cost less accumulated depreciation and any impairment loss
except for land, which is carried at cost less any impairment in value (see Note 2.21).

Depreciation is computed on a straight-line basis over the estimated useful life of the
assets as follows:

Buildings and improvements 30 years
Condominium units 25 years

Construction in progress pertains to the accumulated costs of putting up the assets,
additions or improvements including the applicable borrowing costs (see Note 2.23).
Cost is recognized when materials purchased and services performed in relation to
construction of an asset have been delivered or rendered. When the asset has become
available for use, the accumulated cost is transferred to the appropriate investment
property account, and depreciation is recognized based on the estimated useful life of
such asset.

The residual values, useful life and method of depreciation of the assets are reviewed and
adjusted, if appropriate, at the end of each reporting period.

An item of investment property, including the related accumulated depreciation and
impairment losses, if any, is derecognized upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss
arising on derecognition of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is included in profit or loss in the year the
item is derecognized.

Transfers from other accounts (such as Land and Land Development Costs and Property
and Equipment) are made to investment property when and only when, there is a change
in use, evidenced by ending of owner-occupation or commencement of an operating
lease to another party. Transfers from investment property are made when, and only
when, there is a change in use, evidenced by commencement of the owner-occupation or
commencement of development with a view to sell.

For a transfer from investment property to owner-occupied property or inventories, the
cost of property for subsequent measurement is its carrying value at the date of change in
use. If the property occupied by the Group as an owner-occupied property becomes an
investment property, the Group accounts for such property in accordance with the policy
stated under property and equipment up to the date of change in use.
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Rental income and operating expenses from investment property, reported under
Revenues and Cost of Services and Sales, respectively, are recognized as described in
Note 2.16.

2.9 Business Combinations

PFRS 3 requires that an entity shall determine whether a transaction or other event is a
business combination. If the assets acquired are not a business, the entity shall account
for the transaction as an asset acquisition. Business acquisitions are accounted for using
the acquisition or pooling-of-interest method of accounting [see Note 2.3(a)(i)]. The
accounting policy for asset acquisition is more fully discussed in Note 2.17.

Goodwill represents the excess of the cost of an acquisition over the fair value of the
Parent Company’s share of the net identifiable assets of the acquired subsidiary at the
date of acquisition. Subsequent to initial recognition, goodwill is measured at cost less
any accumulated impairment losses. Goodwill is tested annually for impairment and
carried at cost less accumulated impairment losses. Impairment losses on goodwill are
not reversed.

Negative goodwill which is the excess of the Group’s interest in the net fair value of net
identifiable assets acquired over acquisition cost is charged directly to income.

For the purpose of impairment testing, goodwill is allocated to cash-generating units or
groups of cash-generating units that are expected to benefit from the business
combination in which the goodwill arose. The cash-generating units or groups of
cash-generating units are identified according to operating segment.

Gains and losses on the disposal of an interest in a subsidiary include the carrying amount
of goodwill relating to it.

If the business combination is achieved in stages, the acquirer is required to remeasure its
previously held equity interest in the acquiree at its acquisition-date fair value and
recognize the resulting gain or loss, if any, in the profit or loss or other comprehensive
income, as appropriate.

Any contingent consideration to be transferred by the Group is recognized at fair value at
the acquisition date. Subsequent changes to the fair value of the contingent consideration
that is deemed to be an asset or liability is recognized in accordance with PAS 37 either in
profit or loss or as a change to other comprehensive income. Contingent consideration
that is classified as equity is not remeasured, and its subsequent settlement is accounted
for within equity.

2.10 Financial Liabilities

Financial liabilities, which include loans and borrowings, trade and other payables
(except tax-related liabilities), lease liability, advances from a co-joint venturer, advances
from and due to related parties, rental deposits and construction bond under Deposits
and Advances account, are recognized when the Group becomes a party to the
contractual terms of the instrument. All interest-related charges incurred on financial
liability, except those capitalized as part of qualifying asset, are recognized as an expense
under Finance Costs account in the consolidated statement of profit or loss.
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Loans and borrowings are raised for support of short and long-term funding of
operations. They are recognized at proceeds received, net of direct issue costs. Finance
costs are charged to profit or loss, except for capitalized borrowing costs for qualifying
assets, on an accrual basis using the effective interest method and are added to the
carrying amount of the instrument to the extent that these are not settled in the period in
which they arise.

Trade and other payables and lease liability [see Note 2.18(a)(1)] are initially recognized at
their fair values and subsequently measured at amortized cost, using effective interest
method for those with maturities beyond one year, less settlement payments.

Advances from and due to related parties, advances from a co-joint venture and
construction bonds are initially recognized at its nominal value and subsequently
measured at amortized cost less settlement payments.

Rental deposits are recognized when cash is received or becomes receivable from tenants
based on the terms of the lease agreements. These are initially measured at the amount of
cash received or receivables in accordance with the terms of the lease agreement. Rental
deposits are subsequently measured at amortized cost using the effective interest method.

Financial liabilities are classified as current liabilities if payment is due to be settled within
one year or less after the end of reporting period (or in the normal operating cycle of the
business, if longer), or the Group does not have unconditional right to defer settlement
of the liability for at least 12 months after the end of reporting period. Otherwise, these
are presented as non-current liabilities.

Financial liabilities are derecognized from the consolidated statement of financial position
only when the obligations are extinguished either through discharge, cancellation or
expiration. The difference between the carrying amount of the financial liability
derecognized and the consideration paid or payable is recognized in profit or loss.

2.11 Segment Reporting

Operating segments are reported in a manner consistent with the internal reporting
provided to the Group’s executive committee; its chief operating decision-maker. The
executive committee is responsible for allocating resources and assessing performance of
the operating segments.

In identifying its operating segments, management generally follows the Group’s
products and service lines as disclosed in Note 4, which represent the main products and
services provided by the Group.

Each of these operating segments is managed separately as each of these service lines
requires different technologies and other resources as well as marketing approaches. All
intersegment transfers are carried out at arm’s length prices.

The measurement policies the Group uses for segment reporting under PFRS 8§,
Operating Segments, are the same as those used in its consolidated financial statements.

There have been no changes from prior periods in the measurement methods used to
determine reported segment profit or loss.
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2.12 Offsetting Financial Instruments

Financial assets and financial liabilities are offset and the resulting net amount, considered
as a single financial asset or financial liability, is reported in the consolidated statement of
financial position when there is a legally enforceable right to set-off the recognized amounts
and there is an intention to settle on a net basis, or realize the asset and settle the liability
simultaneously.

The right of set-off must be available at the end of the reporting period, that is, it is not
contingent on future event. It must also be enforceable in the normal course of business,
in the event of default, and in the event of insolvency or bankruptcy; and, must be legally
enforceable for both entity and all counterparties to the financial instruments.

2.13 Provisions and Contingencies

Provisions are recognized when present obligations will probably lead to an outflow of
economic resources and they can be estimated reliably even if the timing or amount of
the outflow may still be uncertain. A present obligation arises from the presence of a
legal or constructive obligation that has resulted from past events.

Provisions are measured at the estimated expenditure required to settle the present
obligation, based on the most reliable evidence available at the end of the reporting
period, including the risks and uncertainties associated with the present obligation.
Where there are a number of similar obligations, the likelihood that an outflow will be
required in settlement is determined by considering the class of obligations as a whole.
When time value of money is material, long-term provisions are discounted to their
present values using a pretax rate that reflects market assessments and the risks specific
to the obligation. The increase in the provision due to passage of time is recognized as
interest expense. Provisions are reviewed at the end of each reporting period and
adjusted to reflect the current best estimate.

In those cases where the possible outflow of economic resource as a result of present
obligations is considered improbable or remote, or the amount to be provided for cannot
be measured reliably, no liability is recognized in the consolidated financial statements.
Similatly, possible inflows of economic benefits to the Group that do not yet meet the
recognition criteria of an asset are considered contingent assets; hence, are not recognized
in the consolidated financial statements. On the other hand, any reimbursement that the
Group can be virtually certain to collect from a third party with respect to the obligation
is recognized as a separate asset not exceeding the amount of the related provision.

2.14 Non-current Asset Held for Disposal or Termination

Non-current asset held for disposal or termination pertains to an investment property
whereby the Group intends to recover such investment through the transfer of the
investment property within one year from the date of classification as held for disposal
or expected recovery of the undetlying asset by the Group due to the termination of a
certain joint venture agreement with a co-joint venturer, subject to fulfillment of certain
conditions [see Note 13.2(b)].
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The Group classifies a non-current asset (or disposal group) as held for disposal or
termination if its carrying amount will be recovered principally through a disposal or
termination transaction rather than through continuing use, and that the Group is
committed to recover the underlying asset. In the event that the disposal or
termination of the asset is extended beyond one year, the extension of the period
required to complete the disposal or termination does not preclude an asset from being
classified as held for disposal if the delay is caused by events or circumstances beyond
the Group’s control and there is sufficient evidence that the Group remains committed
to its plan to dispose or terminate the investment in shares of stock and recover the
underlying land to be accounted for as investment property in the future.

Non-current asset held for disposal or termination is measured at the lower of its
carrying amount, immediately prior to their classification as held for disposal or
termination, and its fair value less costs to dispose or terminate. The Group shall
recognize an impairment loss for any initial or subsequent write-down of the asset at
fair value less cost to dispose. Gain from any subsequent increase in fair value less cost
to dispose of an asset is recognized to the extent of the cumulative impairment loss
previously recognized.

If the Group has classified an asset as held for disposal or termination, but the criteria
for it to be recognized as held for disposal or termination are no longer satisfied, the
Group shall cease to classify the asset as held for disposal or termination.

The gain or loss arising from the disposal or termination, or remeasurement of the asset
held for disposal or termination, if any, is recognized in profit or loss and included as
part of Other Income (Charges) in the consolidated statement of profit or loss.

2.15 Contract Asset and Contract Liability

Contract assets pertain to rights to consideration in exchange for goods or services that the
Group has transferred to a customer that is conditioned on something other than passage
of time. Under its contracts with customers, the Group will receive an unconditional right
to payment for the total consideration upon the completion of the development of the
property sold (see Note 2.16). Any rights to consideration recognized by the Group as it
develops the property are presented as Contract Asset account in the consolidated
statement of financial position. Contract asset is subsequently tested for impairment in
the same manner as the Group assesses impairment of its financial assets (see Note 2.21).

Any consideration received by the Group in excess of the amount for which the Group is
entitled is presented as Contract Liability account in the consolidated statement of
financial position (see Note 2.16). A contract liability is the Group’s obligation to
transfer goods or services to a customer for which the Group has received consideration
(or an amount of consideration is due) from the customer.

2.16 Revenue and Expense Recognition

Revenue comprises revenue from construction contracts and sale of land and
condominium units.
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To determine whether to recognize revenue, the Group follows a five-step process:

(a) identifying the contract with a customer;

(b) identifying the performance obligation;

(¢) determining the transaction price;

(d) allocating the transaction price to the performance obligations; and,
(¢) recognizing revenue when/as performance obligations are satisfied.

The Group determines whether a contract with customer exists by evaluating whether
the following gating criteria are present:

(a) the parties to the contract have approved the contract either in writing, orally or in
accordance with other customary business practices;

(b) each party’s rights regarding the goods or services to be transferred or performed
can be identified;

(¢) the payment terms for the goods or services to be transferred or performed can be
identified;

(d) the contract has commercial substance (i.e., the risk, timing or amount of the future
cash flows is expected to change as a result of the contract); and,

(¢) collection of the consideration in exchange of the goods and services is probable.

Revenue is recognized only when (or as) the Group satisfies a performance obligation
by transferring control of the promised goods or services to a customer. The transfer of
control can occur over time or at a point in time.

A performance obligation is satisfied at a point in time unless it meets one of the
following criteria, in which case it is satisfied over time:

(a) the customer simultaneously receives and consumes the benefits provided by the
Group’s performance as the Group performs;

(b) the Group’s performance creates or enhances an asset that the customer controls as
the asset is created or enhanced; and,

(¢) the Group’s performance does not create an asset with an alternative use to the
Group and the entity has an enforceable right to payment for performance
completed to date.

The Group enters into transactions involving construction setrvices, sale of land and
condominium units, and other contracts containing performance obligations with
counterparties. The significant judgments used in determining the transaction price and
the amounts allocated to the performance obligations are disclosed in Note 3.1(c). The
transaction price allocated to performance obligations satisfied at a point in time is
recognized as revenue when control of the asset or services transfers to the customer. If
the performance obligation is satisfied over time, the transaction price allocated to that
performance obligation is recognized as revenue as the performance obligation is
satisfied. Except as disclosed in the consolidated financial statements, the Group uses
the practical expedient in PFRS 15 for customer contracts entered into other than for
construction services and sale of land, with respect to non-disclosure of the aggregate
amount of the transaction price allocated to unsatisfied or partially satisfied performance
obligations as of the end of the reporting periods and the explanation of when such
amount will be recognized as revenue since such Group’s contracts with customers have
original expected duration of one year or less.
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In addition, the following specific recognition criteria must also be met before revenue is
recognized [significant judgments in determining the timing of satisfaction of the following
performance obligations are disclosed in Note 3.1(b)]:

(@)

)

(¢

Sale of land — revenue from sale of land is recognized as the control transfers at the
point in time with the buyer, that is when the Group delivered the possession and
buyer accepted the property. At that point, the buyer may already use the property
and the Group becomes entitled to the full amount due from the sales contract which
are normally collected within one year from the contract inception date.

Payments received from buyers which do not meet the revenue recognition criteria
are presented as Buyers’ deposits under the Deposits and Advances account in the
consolidated statement of financial position.

For tax reporting purposes, revenue on sale and cost of raw land sold are recognized
in full when more than 25% of the contract price is collected within the taxable year;
otherwise, revenue and cost of raw land sold are recognized based on the percentage
of collections over the contract price, excluding value-added tax (VAT).

Construction contracts — revenue is recognized based on the percentage-of-completion
determined through the input method as the construction services are provided. The
stage of completion is measured on the basis of the Group’s efforts or inputs to the
satisfaction of a performance obligation (i.e., resources consumed, labor hours
expended, other costs incurred, etc.) relative to the total expected inputs to the
satisfaction of such performance obligation. Contract costs are recognized when
incurred.

Customers are invoiced based on certain milestone as work progresses, which are also
due upon receipt by the customers, depending on applicable credit terms. Any
amounts remaining unbilled at the end of a reporting period are presented in the
consolidated statement of financial position as receivables as only the passage of time
is required before payment of these amounts will be due.

There were no recognized Contract Asset or Contract Liability accounts
applicable to construction contracts as of the end of the reporting periods.

Progress billings not yet paid by customers and retention are presented as part of
Receivables in the consolidated statement of financial position.

Sale of condominium units — for financial reporting purposes, revenues from

transactions covering sale of condominium units are recognized over time under the
percentage-of-completion method which is in reference to input method of measuring
progtess of completion. The input method measures the percentage of total costs
incurred to date (inclusive of the land and cost of uninstalled materials due to the
Group’s election to defer PIC Q&A 2018-12, PERS 715 Implementing Issues Affecting the
Real Estate Industry), as an allowed transition relief over the estimated costs to complete
the projects [see Note 2.2(c)].

Revenue recognized from real estate sales is presented as Sale of Condominium Units
in the consolidated statement of profit or loss while the related asset or liability arising
from the sale and progress of the development is presented as part of Contract Asset

or Contract Liability accounts, as applicable, in the consolidated statement of financial
position (see Note 2.15).
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As discussed in the previous page, cost of condominium units sold before the
completion of the projects include the acquisition cost of the land, development
costs incurred to date, any applicable borrowing costs (see Note 2.23) and in
accordance with the percentage-of-completion as determined based on the input
method [see Note 2.5(b)].

Payments received from customers which do not meet the revenue recognition
criteria are presented as Reservation deposits under the Deposits and Advances
account in the consolidated statement of financial position (see Note 2.15).

For tax reporting purposes, revenue on sale and cost of condominium units sold are
recognized in full when more than 25% of the contract price is collected within the
taxable year; otherwise, revenue and cost of condominium units sold are recognized
based on the percentage of collections over the contract price, excluding VAT.

(d)  Other revenues from common use service area (CUS.A) — Other revenues arising from CUSA
charges related to leasing activities are recognized over time as the Group performs
the contractually agreed task. Customers are invoiced monthly as work progresses,
which are also due upon receipt by the customers.

(¢)  Rendering of administrative and other services — This is recognized on a time-and-materials
basis as the services (i.e., consultancy and strategic real estate management activities)
are provided to third party property owners and tenants within Aseana City.
Customers are also invoiced monthly as work progresses, which are also due upon
receipt by the customers. Any amounts remaining unbilled at the end of a reporting
period are presented in the consolidated statement of financial position as receivables
as only the passage of time is required before payment of these amounts will be due.

Incremental costs of obtaining a contract to sell the condominium units to customers are
recognized as part of Contract acquisition costs under Other Current Assets and Other
Non-current Assets accounts and is subsequently amortized over the duration of the
contract on the same basis as revenue from such contract is recognized. Except when
the impact to the consolidated financial statements is significant for incremental costs in
obtaining contracts relative to sale of condominium units and other customer contracts,
the Group uses the practical expedient in PFRS 15 and has expensed such costs as
incurred (i.e., for construction activities and sale of land) since the expected amortization
period of these costs, if capitalized, would be less than one year.

The Group also incurs costs in fulfilling contracts with customers [see Note 3.2(i)].
When determining the appropriate accounting treatment for such costs, the Group first
considers any other applicable standards. If other standards preclude capitalization of a
particular cost, then an asset is not recognized under PFRS 15. If other standards are not
applicable to contract fulfillment cost, the Group applies the following criteria, which, if
met, result in capitalization:

@) the costs directly relate to a contract or to a specifically identifiable anticipated
contract;
(i) the costs generate or enhance resources of the entity that will be used in satisfying

(or in continuing to satisfy) performance obligations in the future; and
(iii) the costs are expected to be recovered.
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Any contract fulfillment assets or capitalized costs are amortized based on the transfer of
goods or services the asset relates to. Furthermore, these are derecognized either upon
disposal or when no further economic benefits are expected to flow from its use or
disposal.

Costs of rentals and other costs and operating expenses are recognized in the profit or
loss upon utilization of the goods or services or at the date they are incurred. Finance
costs are reported on an accrual basis except capitalized borrowing costs (see Note 2.23).

2.17 Acquisition of Assets

Acquisition of interest in an entity that holds investment property which does not
constitute a business is accounted for as an asset acquisition (see Note 2.9). A business is
an integrated set of activities and assets that is capable of being conducted and managed for
the purpose of providing a return in the form of dividends, lower costs or other economic
benefits directly to investors or other owners, members and participant. Under the asset
purchase accounting, the purchase costs are allocated to identifiable assets and liabilities
based on relative fair values of individual items; goodwill or gain on bargain purchase is not
recognized; and, transaction costs are capitalized.

2.18 Leases
The Group accounts for its leases as follows:
(a) Group as Lessee
(1) Accounting for Leases in Accordance with PFRS 16 (2019 and 2020)

For any new contracts entered into, the Group considers whether a contract is, or
contains, a lease. A lease is defined as a contract, or part of a contract, that conveys
the right to use an asset (the underlying asset) for a period of time in exchange for
consideration. To apply this definition, the Group assesses whether the contract
meets three key evaluations which are whether:

e the contract contains an identified asset, which is either explicitly identified in the
contract or implicitly specified by being identified at the time the asset is made
available to the Group;

e the Group has the right to obtain substantially all of the economic benefits from
the use of the identified asset throughout the period of use, considering its rights
within the defined scope of the contract; and,

e the Group has the right to direct the use of the identified asset throughout the
period of use. The Group assesses whether it has the right to direct ‘how and
for what purpose’ the asset is used throughout the period of use.

At lease commencement date, the Group recognizes a right-of-use asset and a lease
liability in the consolidated statement of financial position. The right-of-use asset is
measured at cost, which is made up of the initial measurement of the lease liability,
any initial direct costs incurred by the Group, an estimate of any costs to dismantle
and remove the asset at the end of the lease, and any lease payments made in
advance of the lease commencement date (net of any incentives received).
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Subsequently, the Group depreciates the right-of-use asset on a straight-line basis
from the lease commencement date to the eatlier of the end of the useful life of
the right-of-use asset or the end of the lease term. The Group also assesses the
right-of-use asset for impairment when such indicators exist (see Note 2.21).

On the other hand, the Group measures the lease liability at the present value of

the lease payments unpaid at the commencement date, discounted using the interest
rate implicit in the lease if that rate is readily available or the Group’s incremental
borrowing rate. Lease payments include fixed payments (including

in-substance fixed) less lease incentives receivable, if any, variable lease payments
based on an index or rate, amounts expected to be payable under a residual value
guarantee, and payments arising from options (either renewal or termination)
reasonably certain to be exercised. Subsequent to initial measurement, the liability
will be reduced for payments made and increased for interest. It is remeasured to
reflect any reassessment or modification, or if there are changes in in-substance fixed
payments. When the lease liability is remeasured, the corresponding adjustment is
reflected in the right-of-use asset, or profit and loss if the right-of-use asset is already
reduced to zero.

The Group has elected to account for short-term leases and leases of low-value
assets using the practical expedients. Instead of recognizing a right-of-use asset and
lease liability, the payments in relation to these are recognized as an expense in profit
or loss on a straight-line basis over the lease term.

On the consolidated statement of financial position, right-of-use assets have been
presented as part of investment properties since it relates to a lease of a certain land
where the Group constructed improvements therein and which such assets are
subsequently leased out to third parties under operating leases (see Notes 15 and 16)
while lease liabilities have been presented separately from other liabilities.

(i) Accounting for Leases in Accordance with PAS 17 (2018)

Leases which do not transfer to the Group substantially all the risks and benefits of
ownership of the asset are classified as operating leases. Operating lease payments
(net of any incentive received from the lessor) are recognized as expense in profit
ot loss on a straight-line basis over the lease term. Associated costs, such as repairs
and maintenance and insurance, are expensed as incurred.

The Group determines whether an arrangement is, or contains, a lease based on
the substance of the arrangement. It makes an assessment of whether the
tulfillment of the arrangement is dependent on the use of a specific or identified
asset or assets and the arrangement conveys a right to use the asset for a period of
time in exchange for consideration.

(b)  Group as Lessor

Leases which do not transfer to the lessee substantially all the risks and benefits

of ownership of the asset are classified as operating leases. Lease income from
operating leases is recognized in profit or loss on a straight-line basis over the lease
term, including any minimum rent free period therein, plus additional rent free
period as mutually agreed by the contracting parties. Revenue from rentals arise
from the lease of investment property comprising of land and buildings.
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2.19 Related Party Relationships and Transactions

Related party transactions are transfers of resources, services or obligations between the
Group and its related parties, regardless whether a price is charged.

Parties are considered to be related if one party has the ability to control the other party

or exercise significant influence over the other party in making financial and operating
decisions. These parties include: (a) individuals owning, directly or indirectly through one
or more intermediaries, control or are controlled by, or under common control with the
Group; (b) associates; (c) individuals owning, directly or indirectly, an interest in the voting
power of the Group that gives them significant influence over the Group and close
members of the family of any such individual; and, (d) the Group’s retirement plan.

In considering each possible related party relationship, attention is directed to the
substance of the relationship and not merely on the legal form.

Transactions amounting to 10% or more of the total assets based on the latest audited
consolidated financial statements that were entered into with related parties are
considered material under SEC Memorandum Circular No. 10, Series of 2019, Rules on
Material Related Party Transactions for Publicly-listed Companies.

All individual material related party transactions shall be approved by at least two-thirds
vote of the board of directors, with at least a majority of the independent directors
voting to approve the material related party transactions. In case that a majority of the
independent directors’ vote is not secured, the material related party transaction may be
ratified by the vote of the stockholders representing at least two-thirds of the outstanding
capital stock. For aggregate related party transactions within a 12-month period that
breaches the materiality threshold of 10% of the Group’s total assets based on the latest
audited consolidated financial statements, the same board approval would be required for
the transaction(s) that meets and exceeds the materiality threshold covering the same
related party.

Directors with personal interest in the transaction should abstain from participating in the
discussions and voting on the same. In case they refuse to abstain, their attendance shall
not be counted for the purposes of assessing the quorum and their votes shall not be
counted for purposes of determining approval.

2.20 Foreign Currency Transactions and Translation

The accounting records of the Group are maintained in Philippine pesos. Foreign
currency transactions during the reporting period are translated into the functional
currency at exchange rates which approximate those prevailing on transaction dates.

Foreign currency gains and losses resulting from the settlement of foreign currency
denominated transactions and from the translation at period-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognized as
part of Finance income or Finance costs under Other Income (Charges) account in the
consolidated statement of profit or loss.
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2.21 Impairment of Non-financial Assets

The Group’s investments in associates and a joint venture, property and equipment,
investment properties, right-of-use asset and other non-financial assets are subject to
impairment testing. All other individual assets are tested for impairment whenever events
or changes in circumstances indicate that the carrying amount of those assets may not be
recoverable.

For purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash-generating units). As a result, assets are
tested for impairment either individually or at the cash-generating unit level.

Impairment loss is recognized in profit or loss for the amount by which the asset’s or
cash-generating unit’s carrying amount exceeds its recoverable amount which is the

higher of its fair value less costs to sell and its value in use. In determining value in use,
management estimates the expected future cash flows from each cash-generating unit and
determines the suitable interest rate in order to calculate the present value of those cash
flows. The data used for impairment testing procedures are directly linked to the Group’s
latest approved budget, adjusted as necessary to exclude the effects of asset enhancements.
Discount factors are determined individually for each cash-generating unit and reflect
management’s assessment of respective risk profiles, such as market and asset-specific risk
factors.

All assets are subsequently reassessed for indications that an impairment loss previously
recognized may no longer exist. An impairment loss is reversed if the asset’s or cash
generating unit’s recoverable amount exceeds its carrying amount.

2.22 Employee Benefits

The Group provides short-term and post-employment benefits to employees through
defined benefit and defined contribution plans, and other employee benefits which are
recognized as follows:

(a)  Short-term Employee Benefits

Short-term employee benefits include wages, salaries, bonuses, and non-monetary
benefits provided to current employees, which are expected to be settled before
twelve months after the end of the annual reporting period during which an
employee services are rendered, but does not include termination benefits. The
undiscounted amount of the benefits expected to be paid in respect of services
rendered by employees in an accounting period is recognized in the consolidated
profit or loss during that period and any unsettled amount at the end of the
reporting period is included as part of Accrued expenses under Trade and Other
Payable accounts in the consolidated statement of financial position.
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Post-employment Defined Benefit Plan

A defined benefit plan is a post-employment plan that defines an amount of
post-employment benefit that an employee will receive on retirement, usually
dependent on one or more factors such as age, years of service and salary. The
legal obligation for any benefits from this kind of post-employment plan remains
with the Group, even if plan assets for funding the defined benefit plan have
been acquired. Plan assets may include assets specifically designated to a
long-term benefit fund, as well as qualifying insurance policies. The Group’s
defined benefit post-employment plan covers all regular full-time employees.

The pension plan is tax-qualified, non-contributory and administered by a trustee.

The liability recognized in the consolidated statement of financial position for a
defined benefit plan is the present value of the defined benefit obligation at the

end of the reporting period less the fair value of plan assets. The defined benefit
obligation is calculated annually by independent actuaries using the projected unit
credit method. The present value of the defined benefit obligation is determined by
discounting the estimated future cash outflows for expected benefit payments using
a discount rate derived from the interest rates of zero coupon government bonds
[using the reference rates published by Bloomberg using its valuation technology,
Bloomberg Valuation (BVAL)], that are denominated in the currency in which the
benefits will be paid and that have terms to maturity approximating to the terms of
the related post-employment liability. BVAL provides evaluated prices that are
based on market observations from contributed sources.

Remeasurements, comprising of actuarial gains and losses arising from experience
adjustments and changes in actuarial assumptions and the return on plan assets
(excluding amount included in net interest) are reflected immediately in the
consolidated statement of financial position with a charge or credit recognized in
other comprehensive income in the period in which they arise. Net interest is
calculated by applying the discount rate at the beginning of the period, unless there
is a plan amendment, curtailment or settlement during the period. The calculation
also takes into account any changes in the net defined benefit liability or asset
during the period as a result of contributions and benefit payments. Net interest is
reported as part of Finance Costs account (or Finance Income account, as
applicable) in the consolidated statement of profit or loss.

Past service costs are recognized immediately in profit or loss in the period of a
plan amendment and curtailment.

Post-employment Defined Contribution Plans

A defined contribution plan is a pension plan under which the Group pays fixed
contributions into an independent entity (e.g., Social Security System). Under this
plan, the Group has no legal or constructive obligations to pay further contributions
after payment of the fixed contribution. The contributions recognized in respect of
defined contribution plans are expensed as they fall due. Liabilities or assets may be
recognized if underpayment or prepayment has occurred and are normally of a
short-term nature.
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(d)  Termination Benefits

Termination benefits are payable when employment is terminated by the Group
before the normal retirement date, or whenever an employee accepts voluntary
redundancy in exchange for these benefits. The Group recognizes termination
benefits at the eatlier of when it can no longer withdraw the offer of such benefits
and when it recognizes costs for a restructuring that is within the scope of

PAS 37 and involves the payment of termination benefits. In the case of an offer
made to encourage voluntary redundancy, the termination benefits are measured
based on the number of employees expected to accept the offer. Benefits falling due
more than 12 months after the end of the reporting period are discounted to their
present value.

(¢)  Compensated Absences

Compensated absences are recognized for the number of paid leave days

(including holiday entitlement) remaining at the end of the reporting period. They
are included as part of Accrued expenses in the Trade and Other Payables account in
the consolidated statement of financial position at the undiscounted amount that the
Group expects to pay as a result of the unused entitlement.

2.23 Borrowing Costs

Borrowing costs are recognized as expenses in the period in which they are incurred,
except to the extent that they are capitalized. Borrowing costs that are attributable to

the acquisition, construction or production of a qualifying asset (i.e. an asset that takes

a substantial period of time to get ready for its intended use or sale) are capitalized as

part of cost of such asset (see Notes 2.5, 2.6 and 2.8). The capitalization of borrowing
costs commences when expenditures for the asset and borrowing costs are being incurred
and activities that are necessary to prepare the asset for its intended use or sale are in
progress. Capitalization ceases when substantially all such activities are complete. As
discussed in Note 2.2(c), the Group availed the relief provided by the SEC to defer the
implementation of the IFRIC Agenda Decision until December 31, 2023. Until such time
and when applicable, no borrowing costs can be capitalized on unsold real estate
inventories.

Investment income earned on the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the borrowing costs eligible for
capitalization.

2.24 Income Taxes

Tax expense recognized in profit or loss comprises the sum of current tax and deferred
tax not recognized in other comprehensive income or directly in equity, if any.

Current tax assets or liabilities comprise those claims from, or obligations to, fiscal
authorities relating to the current or prior reporting period, that are uncollected or unpaid
at the end of the reporting period. They are calculated using the tax rates and tax laws
applicable to the fiscal periods to which they relate, based on the taxable profit for the
year. All changes to current tax assets or liabilities are recognized as a component of tax
expense in profit or loss.
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Deferred tax is accounted for, using the liability method, on temporary differences at the
end of the reporting period between the tax base of assets and liabilities and their carrying
amounts for financial reporting purposes. Under the liability method, with certain
exceptions, deferred tax liabilities are recognized for all taxable temporary differences

and deferred tax assets are recognized for all deductible temporary differences and the
carryforward of unused tax losses and unused tax credits to the extent that it is probable
that taxable profit will be available against which the deferred tax asset can be utilized.
Unrecognized deferred tax assets are reassessed at the end of each reporting period and are
recognized to the extent that it has become probable that future taxable profit will be
available to allow such deferred tax assets to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply
in the period when the asset is realized or the liability is settled provided such tax rates
have been enacted or substantively enacted at the end of the reporting period.

The carrying amount of deferred tax assets is reviewed at the end of each reporting
period and reduced to the extent that it is probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be utilized.

The measurement of deferred tax liabilities and assets reflects the tax consequences that
would follow from the manner in which the Group expects, at the end of the reporting
period, to recover or settle the carrying amount of its assets and liabilities.

Most changes in deferred tax assets or liabilities are recognized as a component of tax
expense in profit or loss, except to the extent that it relates to items recognized in other
comprehensive income or directly in equity. In this case, the tax is also recognized in
other comprehensive income or directly in equity, respectively.

Deferred tax assets and deferred tax liabilities are offset if the Group has a legally
enforceable right to set-off current tax assets against current tax liabilities and the deferred
taxes relate to the same entity and the same taxation authority.

2.25 Equity
Capital stock represents the nominal value of shares that have been issued.

Additional paid-in capital includes any premium received on the issuance of capital stock.
Any transaction costs associated with the issuance of shares are deducted from additional
paid-in capital, net of any related income tax benefits.

Revaluation reserves comprise of:

(a)  Fair valuation of financial assets at FVOCI arising from gains or losses due to the
changes in fair value;

(b))  Remeasurements of retirement benefit obligation based on the cumulative balance of
actuarial gains and losses arising from experience adjustments and changes in actuarial
assumptions used in the determination of post-employment defined benefit
obligation; and,

(¢)  Gains and losses due to the revaluation of certain investment property, previously
classified as property and equipment, which is treated as part of the deemed cost
upon transition to PFRS.
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Other reserves pertain to the difference between the proportionate share of the Parent
Company in the net assets of certain subsidiaries over the cost of the investment in the
subsidiaries under the common control business combination which is accounted for
using the pooling-of-interest method.

Retained earnings include all current and prior period results of operations as reported in
the consolidated statement of profit or loss, reduced by the amounts of dividends
declared, if any. Retained earnings also include an appropriated portion and therefore,
are not available for dividend declaration or being restricted to cover the business
expansion of the Group (see Note 28.3).

2.26 Earnings and Diluted Earnings Per Share

Basic earnings per share (EPS) is determined by dividing net profit attributable to the
Parent Company’s shareholders by the weighted average number of common shares issued,
adjusted for any stock dividends or stock splits, less any shares held in treasury during the
reporting period (see Note 27).

Diluted EPS is also computed by dividing net profit attributable to the Parent Company’s
shareholders by the weighted average number of common shares issued and outstanding
during the reporting period. However, net profit attributable to common shares and the
weighted average number of common shares outstanding are adjusted to reflect the effects
of any potentially dilutive preferred shares, convertible loan and stock option.

Currently, the basic and diluted earnings per share are the same as there are no dilutive
preferred shares, convertible loan and stock option (see Note 27).

2.27 Events After the End of the Reporting Period

Any post year-end event that provides additional information about the Group’s financial
position at the end of the reporting period (adjusting event) is reflected in the
consolidated financial statements. Post year-end events that are not adjusting events, if
any, are disclosed when material to the consolidated financial statements.

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The Group’s consolidated financial statements prepared in accordance with PFRS require
management to make judgments and estimates that affect the amounts reported in the
consolidated financial statements and related notes. Judgments and estimates are
continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.
Actual results may differ from these estimates.

3.1 Critical Management Judgments in Applying Accounting Policies
In the process of applying the Group’s accounting policies, management has made the

judgments in the succeeding pages, apart from those involving estimation, which have the most
significant effect on the amounts recognized in the consolidated financial statements.
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(a)  Determination of Lease Term of Contracts with Renewal and Termination Options (2020 and 2019)

In determining the lease term, management considers all relevant factors and
circumstances that create an economic incentive to exercise a renewal option or
not exercise a termination option. Renewal options and/or periods after
termination options are only included in the lease term if the lease is reasonably
certain to be extended or not terminated and the renewal of the contract is not
subject to mutual agreement of both parties.

The factors that are normally the most relevant are (a) if there are significant
penalties should the Group pre-terminate the contract, and (b) if any land
improvements are expected to have a significant remaining value, the Group is
reasonably certain to extend and not to terminate the lease contract. Otherwise,
the Group considers other factors including historical lease durations and the costs
and business disruption required to replace the leased asset.

The Group considers the extension period as part of the lease term for a certain
lease of land (as lessee) due to its enforceability that does not require mutual
agreement of both parties for renewal purposes.

The lease term is reassessed if an option is actually exercised or not exercised or
the Group becomes obliged to exercise or not exercise it. The assessment of
reasonable certainty is only revised if a significant event or a significant change in
circumstances occurs, which affects this assessment, and that is within the control
of the Group.

(b)  Determining the Timing of Satisfaction of Performance Obligations
(i)  Construction Contracts

The Group determined that its revenue from construction services shall be
recognized over time in accordance with the percentage-of-completion
method. In making its judgment, the Group considers the timing of receipt
and consumption of benefits provided by the Group to the customers. The
Group provides the construction services that create or enhance an asset that
the customer controls as the asset is created or enhanced. This demonstrates
that the customer obtains the benefits of the Group’s rendering of
construction service as it performs.

In determining the best method of measuring the progress of the Group’s
rendering of construction services, management considers the input method
under PFRS 15 because of the direct relationship between the Group’s
effort, in terms of incurred labor hours and materials used, and the transfer
of service to the customers.
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(i) Sale of Condomininm Units

The Group determined that its performance obligation to develop properties
promised in its contracts with customers is satisfied over time. In making this
judgment, the Group considers any asset created or enhanced as the Group
performs and the ability of the customer to control such asset as it is being
created or enhanced; the timing of receipt and consumption of benefits by the
customer; and the Group’s enforceable right for payment for performance
completed to date and the alternative use of the asset created to the Group.

In determining the best method of measuring the progress of the Group’s
property development, management considers the input method
(i.e., percentage of total costs incurred to date, inclusive of the cost of land

and uninstalled materials, over the estimated costs to complete the projects)
under PFRS 15.

Under this method, revenue is recognized by reference to the stage of
development of the properties, i.e., revenue is recognized in the period in
which the work is performed. This method faithfully depicts the transfer of
goods or services because in a sale of real property, not all of the benefits are
consumed by the customer until the complete satisfaction of the performance
obligation.

(izi) Sale of Raw Land

(i)

The Group exercises critical judgment in determining whether the
performance obligation to deliver and transfer the control over the land to
customers is satisfied over time or at a point in time. In making this
judgment, the Group considers the delivery to and acceptance by the buyer of
the property as a transfer of control at specific point in time since the Group
does not have a significant continuing involvement with the property sold to
the buyer and the earning process is virtually complete. Further, the Group’s

enforceable right for payment becomes due upon transfer of control over the
land.

Other Income Arising from the Consideration Agreement

The Group exercises critical judgment in determining whether each
performance obligation stipulated in the Consideration Agreement entered into
in 2018 with certain counterparties is satisfied over time or at a point in time
[see Note 13.2(b)]. In making this judgment, the Group identified the two
performance obligations from the Consideration Agreement as separate and
distinct from one another with a corresponding consideration or transaction
price specifically identified to each performance obligation, which is disclosed in
Note 13.2(b). Accordingly, the Group recognized other income in 2018 for the
non-refundable portion of the consideration as it assessed that the first
performance obligation has been satisfied at a specific point in time in 2018

(see Note 22.4). On the other hand, the Group determined that the second
performance obligation is to be satisfied over time since there are future actions
that are required to be undertaken by the Group and its counterparties, which
commences in January 2019 based on the Consideration Agreement. The
Group recognized income in 2019 based on performance obligations satisfied in
accordance with the Consideration Agreement (see Note 22.4).
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Determining the Transaction Price and Amounts Allocated to Performance Obligations

The transaction price for a contract is allocated amongst the material right and
other performance obligations identified in the contract based on their
stand-alone selling prices, which are all observable. The transaction price for a
contract excludes any amounts collected on behalf of third parties (i.e., VAT).

The Group uses the practical expedient in PFRS 15 with respect to non-adjustment
of the promised amount of consideration for the effects of significant financing
component as the Group expects, at contract inception, that the period between the
Group transfers promised assets or services to the customer and payment due date is
one year or less. With respect to real estate transactions, the Group deferred the
adoption of PIC Q&A 2018-12 with respect to the accounting for the significant
financing component in a contract to sell [see Note 2.2(c)].

Determining the ECL on Trade and Other Receivables and Contract Asset

The Group uses a provision matrix to calculate ECL for non-related party trade
and other receivables and contract asset. The provision rates are based on days
past due for groupings of various customer segments that have similar loss patterns
(i.e., by revenue stream type and, customer type and rating).

The provision matrix is based on the Group’s historical observed default rates. The
Group’s management intends to regularly calibrate (i.e., on an annual basis) the matrix
to consider the historical credit loss experience with forward-looking information
(i.e., forecast economic conditions). Management determined that there is no
required ECL to be recognized on its Contract Asset account since the condominium
units sold is collateralized to the related contract asset arising from the sale.
Therefore, there is no expected loss given default as the recoverable amount from the
subsequent re-sell of the condominium units is sufficient.

On the other hand, the Group uses a general approach to calculate ECL for advances
to and rental receivables from related parties [see Note 2.4(b)]. The Group’s
management determines possible impairment based on the counterparties’ ability to
repay the receivables upon demand at the reporting date taking into consideration the
historical defaults from the counterparties.

Details about the ECL on the Group’s receivables and contract asset are disclosed in

Note 5.2(b).
Distinguishing Investment Properties and Owner-managed Properties

The Group determines whether a property qualifies as an investment property or
owner-occupied property. In making its judgment, the Group considers whether the
property generates cash flows largely independent of the other assets held by the
Group. Owner-occupied properties generate cash flows that are attributable not
only to the property but also to other assets used in the performance of the Group’s
construction and other activities, and its supply process.
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Some properties comprise a portion that is held to earn rental or for capital
appreciation and another portion that is held for use in the construction and supply
of goods and services or for administrative purposes. If these portions can be sold
separately (or leased out separately under finance lease), the Group accounts for the
portions separately. If the portions cannot be sold separately, the property is
accounted for as investment property only if an insignificant portion is held for use
in the construction or supply of goods or services or for administrative purposes.
Judgment is applied in determining whether ancillary services are so significant that a
property does not qualify as investment property. The Group considers each
property separately in making its judgment.

In 2019, a portion of the Group’s investment properties was reclassified to property
and equipment which represents the portion held by the Group for administrative
purposes (see Notes 14 and 15). There are no similar transactions in 2020.

Distinguishing Real Estate Inventories and Investment Properties

The Group’s management identifies a property as real estate inventories

(property to be developed and/or eventually sold in the normal course of business)
or Investment Properties (properties intended to earn rentals, capital appreciation
ot held for a currently undetermined future use) at the end of each reporting period
following the approved plan of the Group.

As of December 31, 2020 and 2019, parcels of land identified as Land and Land
Development Costs amounted to P2,112.5 million and P2,012.5 million, respectively
(see Note 11).

Parcels of land, classified as Investment Properties, amounted to P9,904.3 million
and P8,867.5 million as of December 31, 2020 and 2019, respectively (see Note 15).

The Group reclassified certain parcels of land which were previously presented
under Investment in Joint Venture Held for Termination to Investment Properties
amounting to P163.3 million in 2019 [see Notes 13.2(b) and 15], and under
Investment Properties to Property Development Costs amounting to

P397.8 million in 2019 (see Notes 10.1 and 15). There are no similar transactions
in 2020.

Distinguishing Operating and Finance 1eases for Contracts Where the Group is the Lessor

The Group has entered into various lease agreements. Critical judgment was
exercised by management to distinguish each lease agreement as either an operating
ot finance lease by looking at the transfer or retention of significant risk and
rewards of ownership of the properties covered by the agreements. Failure to make
the right judgment will result in either overstatement or understatement of assets
and liabilities. Management has assessed that all of its existing lease arrangements
as a lessor at the end of each reporting period qualify under operating lease.

Determining Capitalization of Borrowing Costs

The Group determines whether borrowing costs qualify for capitalization as part of
the cost of the qualifying asset, or expensed outright. The accounting treatment for
the borrowing costs is determined by assessing whether the asset is a qualifying
asset taking into consideration the period of time to get the asset ready for its
intended use. Failure to make the right judgment will result in misstatement of
assets and net profit (see Notes 15 and 18).
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Evaluating Recognition of Provisions and Contingencies

Judgment is exercised by management to distinguish between provisions and
contingencies. Policies on recognition of provisions and contingencies are
discussed in Note 2.13 and relevant disclosures thereon are presented in Note 29.

Determining Joint Control in an Arrangement and Significant Influence over an Investee

Judgment is exercised in determining whether the Group has joint control of an
arrangement or significant influence over an entity. In assessing the Group’s
interest in an arrangement or influence over an entity, the Group considers voting
rights, representation on the BOD or equivalent governing body of the investee,
participation in policy-making process and all other facts and circumstances,
including the terms of any contractual arrangement.

Distinguishing Between Business Combination and Asset Acquisition

The Group determines whether an acquisition of an entity constitutes a business
combination or an asset acquisition. The accounting treatment for the acquisition
is determined by assessing whether the transaction involved a purchase of a
business taking into consideration the substance of the transaction. Failure to make
the right judgment will result in misstatement of assets and other accounts that
could have been affected by the transaction.

Although the Group purchased shares of stock resulting in full equity ownership
interest in LBDC in 2020 and 58 Jupiter in 2016, the Group has assessed that under
PERS 3, the acquisition is to be accounted for as an asset acquisition since it does
not constitute a purchase of a “business” (see Notes 1.2, 2.17 and 13.4). On the
other hand, the Group accounted for its acquisition of ARESM in 2016 as a
business combination under PFRS 3 since it represents a purchase of a “business”
(see Note 1.2).

Evalnating Principal V'ersus Agent Consideration

The Group exercises judgment to determine whether the nature of its promise is a
performance obligation to provide the specified goods or services itself (i.e., the
Group is a principal) or to arrange for the other party to provide those goods or
services (i.e., the Group is an agent). Failure to make the right judgment will result
in misstatement of revenues and expenses accounts. The Group assessed that it is
only acting as an agent for utility transactions of its tenants under operating leases.
The amount of utility revenues and utility expenses, which were set-off against each
other amounted to P75.9 million, P139.7 million and P104.1 million in 2020, 2019
and 2018, respectively, in the consolidated statements of profit or loss.

Determination on whether 1ease Concessions Granted Constitute a 1ease Modification

In line with the rental relief framework implemented by the government to support
businesses and the broader economy due to the impact of COVID-19, the Group
waived its right to collect rent and other charges as part of various lease concessions
it granted to lessees such as lease payment holidays or lease payment reductions.
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In making this judgment, the Group determines whether the lease concessions
granted has changed the scope of the lease, or the consideration thereof, that was
not part of the original terms and conditions of the lease. The Group assessed that
the lease concessions it granted to lessees qualify as lease modifications since the
terms and conditions under the corresponding lease contracts have been modified
by the waiver.

The rent concessions granted by the Group as lessor for the year ended
December 31, 2020 amounted to P4.5 million.

3.2 Key Sources of Estimation Uncertainty

The following are the key assumptions concerning the future, and other key sources of
estimation uncertainty at the end of the reporting period, that have a significant risk of

causing a material adjustment to the carrying amounts of assets and liabilities within the
next reporting period:

(@)

@

(9

Determination of Appropriate Discount Rate in Measuring Lease Liabilities (2020 and 2019)

The Group measures its lease liabilities at present value of the lease payments that
are not paid at the commencement date of the lease contract. The lease payments
were discounted using a reasonable rate deemed by management equal to the
Group’s incremental borrowing rate. In determining a reasonable discount rate,
management considers the term of the leases, the underlying asset and the
economic environment. Actual results, however, may vary due to changes in
estimates brought about by changes in such factors.

Estimating Useful Lives of Property and Equipment, Investment Properties and
Right-of-use Assets

The Group estimates the useful lives of property and equipment, investment
properties (except for land) and right-of-use assets based on the period over which
the assets are expected to be available for use. The estimated useful lives of
property and equipment, investment properties and right-of-use assets are reviewed
periodically and are updated if expectations differ from previous estimates due to
physical wear and tear, technical or commercial obsolescence and legal or other
limits on the use of the assets.

The carrying amounts of property and equipment, investment properties and
right-of-use assets are analyzed in Notes 14, 15 and 16, respectively. Based on
management’s assessment, there is no change in the estimated useful lives of those
assets in 2020 and 2019. Actual results, however, may vary due to changes in
estimates brought about by changes in factors mentioned above.

Determining Net Realizable 1 alue of Land and Land Development Costs

In determining the net realizable value of land and land development costs,
management takes into account the most reliable evidence such as the comparable
price of recent sale of adjacent properties and appraisal of the asset available at the
time the estimate is made. Changes in the sources of estimation may cause
significant adjustments to the carrying amount of the Group’s land and land
development costs within the next reporting period.
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As indicated in Note 11, management assessed that the net realizable values of its
land and land development costs is higher than its cost; hence, those assets are
carried at cost as of the end of the reporting periods.

Determining Net Realizable 1 alue of Property Development Costs

In determining the net realizable value of property development costs, management
takes into account the most reliable evidence available at the time the estimates are
made. The future realization of the carrying amounts of property development
costs is affected by price changes for the cost to complete, and upon completion,
the selling prices in the different market segments as well as the trends in the real
estate industry. These are considered key sources of estimation uncertainty and
may cause significant adjustments to the carrying amounts of the Group’s property
development costs within the next reporting period.

As more fully discussed in Note 10, management assessed that the net realizable
values of its property development costs is higher than its cost; hence, those assets
are carried at cost as of the end of the reporting periods.

Determining Principal Assumptions for Management’s Estimation of Fair 1 alue of Investment
Properties

Investment properties are measured using the cost model, however, the financial
reporting standard requires the disclosure of its fair value. In determining the fair
value of these assets, the Group engaged the services of professional and
independent appraisers applying the relevant valuation methodologies. The fair
value disclosed in the consolidated financial statements is determined using the:

e Market approach for land based on information on current or recent
transaction prices for 2020 and 2019; and,

e Cost approach based on consideration of the cost to reproduce or replace the
buildings and improvements to its service capacity in accordance with current
market prices for similar assets less depreciation for 2020 and 2019.

The Group determined that the cost approach for buildings and improvements
more appropriately reflects the highest and best use of the property based on
market conditions and development. The Group consistently uses assumptions
that are mainly based on market conditions existing at the end of each reporting

period.

The fair values of investment properties as of December 31, 2020 and 2019 are
disclosed in Note 15 while the relevant valuation methodology and fair value
hierarchy are disclosed in Note 7.4.
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Estimating Probability of Collection for Revenne Recognition

The Group exercises judgment in evaluating the probability of collection (as one

of the gating criteria) of transaction price on customer or counterparty contracts
wherein revenue is recognized over time or specific point in time. The Group

uses historical payment pattern of customers and counterparties in establishing a
percentage of collection threshold, or in some instances, when the Group is certain
that the sale or contract will not be cancelled (i.e., considering financial capacity,
credit worthiness, and business interests of the customer or counterparty) even if the
collection is below such threshold but which the Group determines that collection
of the transaction price is reasonably assured.

The percentage benchmark used by the Group in determining whether collection
of the transaction price is reasonably assured is 20% collection of the total contract
price for sale of condominium units and 25% collection of the total contract price
for sale of raw land. Management believes that the established collection thresholds
are appropriate based on the collection history and credit worthiness of customers
in each revenue segment. Buyer’s interest in the property (i.e., condominium unit
or raw land) is considered to have vested when the payment of the applicable
percentage benchmark of the contract price has been received from the buyer and
the Group has ascertained the buyer’s commitment and ability to complete the
payment of the total contract price.

The related revenues recognized by the Group are presented as Construction
contracts, Sale of condominium units and Land sales under the Revenues account
in the consolidated statements of profit or loss while the related other income
arising from the Consideration Agreement is presented as part of Other Income
account in the 2019 and 2018 consolidated statements of profit or loss

(see Note 4.06).

Determining Percentage-of-Completion for Real Estate Transactions

In determining the amount of revenue to be recognized for real estate transactions
involving sale of condominium units wherein performance obligations are satisfied
over time, the Group measures progress based on the input method that measures
the percentage of total costs incurred to date over the estimated costs to complete
the projects. The Group estimates the total development costs with reference to
the project development plan and any agreement with customers. Management
regularly monitors its estimates and applies changes as necessary. A significant
change in estimated costs would result in a significant change in the amount of
revenue recognized in the year of change.

The Group recognized revenues from sale of condominium units amounting to
P749.3 million, P547.7 million and P119.4 million in 2020, 2019, and 2018,
respectively, and is presented as Sale of condominium units under Revenues account
in the consolidated statements of profit or loss (see Note 4.06).
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Determining Percentage-of-Completion for Construction Contracts

The Group also recognizes its revenue from construction contracts based on
percentage-of-completion method of the project whereby the performance
obligations are satisfied over time. The Group’s application of the
percentage-of-completion method is based on its efforts or inputs (i.e., actual
costs incurred) to the satisfaction of a performance obligation relative to the

total expected construction costs. Review of the benchmarks set by management
necessary for the determination of percentage-of-completion is done regularly.
Actual data is being compared to the related benchmarks and critical judgment is
exercised to assess the reliability of the percentage of completion procedures which
are currently in place and make the necessary revisions in the light of current
progress.

Determining the Amount of Costs Incurred to Obtain or Fulfill a Contract with Customers

In determining the amount of costs to obtain a contract that should be capitalized,
the Group identifies those costs that would have not been incurred if the contract
had not been obtained. The carrying amounts, net of subsequent amortization, of
costs incurred to obtain the contracts with customers (or counterparties) relating to
the sale of condominium units, and the Consideration Agreement are presented

as part of Contract acquisition costs under Other Current Assets and Other
Non-current Assets accounts in the consolidated statements of financial position
(see Notes 12 and 17).

For the costs incurred in fulfilling a contract, the Group recognizes an asset only
if those costs related directly to a contract or to an anticipated contract can be
specifically identified; those costs generate or enhance the Group’s resources that
will be used in satisfying performance obligation in the future; and, the Group
expects those costs to be recovered.

Estimating Allowance for ECL

The measurement of the allowance for ECL is an area that requires the use of
significant assumptions about the future economic conditions and credit behavior
(e.g., likelihood of customers/counterparties defaulting and the resulting losses).
Explanation of the inputs, assumptions and estimation used in measuring ECL is
further detailed in Note 5.2(b).

Based on management’s assessment, the outstanding balances of receivables, net of
outstanding allowance, and contract asset as of December 31, 2020 and 2019 are
tully collectible (see Notes 9 and 10).

Determining the Fair Value of Financial Instruments

Management applies valuation techniques to determine the fair value of financial
instruments where active market quotes are not available. This requires
management to develop estimates and assumptions based on market inputs, using
observable data that market participants would use in pricing the instrument.
Where such data is not observable, management uses its best estimate. Estimated
fair values of financial instruments may vary from the actual prices that would be
achieved in an arm’s length transaction at the end of the reporting period.
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The carrying values of the Group’s financial assets at FVIPL and FVOCI and the
amounts of fair value changes recognized on those assets are disclosed in Notes 12
and 17.2, respectively.

Determining Realizable Amount of Deferred Tax Assets

The Group reviews its deferred tax assets at the end of each reporting period
and reduces the carrying amount to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred tax
assets to be utilized.

Management assessed that the deferred tax assets as of December 31, 2020 and 2019,
will be fully utilized as it is expecting sufficient taxable profits against which the
deferred tax assets can be applied (see Note 25).

Impairment of Non-financial Assets

In assessing impairment, management estimates the recoverable amount of

each asset or a cash-generating unit based on expected future cash flows and

uses an interest rate to calculate the present value of those cash flows. Estimation
uncertainty relates to assumptions about future operating results and the
determination of a suitable discount rate (see Note 2.21). Though management
believes that the assumptions used in the estimation of fair values reflected in the
consolidated financial statements are appropriate and reasonable, significant
changes in those assumptions may materially affect the assessment of recoverable
values and any resulting impairment loss could have a material adverse effect on
the results of operations.

Based on management’s evaluation, there is no impairment losses required to be
recognized on the Group’s non-financial assets in 2020, 2019 and 2018.

Valuation of Post-employment Defined Benefit Obligation

The determination of the Group’s obligation and cost of post-employment defined
benefit is dependent on the selection of certain assumptions used by the actuary in
calculating such amounts. Those assumptions are described in Note 24.2 and
include, among others, discount rates and expected rate of salary increases. A
significant change in any of these actuarial assumptions may generally affect the
recognized expense, other comprehensive income or losses and the carrying
amount of the post-employment benefit obligation in the next reporting period.

The amounts of post-employment benefit obligation and expense and an analysis of
the movements in the estimated present value of post-employment benefit, as well
as the significant assumptions used on estimating such obligation are presented in
Note 24.2.
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SEGMENT REPORTING
4.1 Business Segments

The Group’s operating businesses are recognized and managed separately according to
the nature of services provided (primary segments) and the different markets served
(secondary segments) with a segment representing a strategic business unit. The Group’s
business segments follow:

(a)  Construction — principally refers to general construction business which involves site
development, earthworks, structural and civil works, masonry works, architectural
finishes, electrical works, plumbing and sanitary works, fire protection works and
mechanical works.

(b)  Sale of Land and Condominium Units — involve the development and sale of industrial
and other parcels of land and residential condominium units.

(¢)  Rentals — refers to leasing of real estate properties, including land and building and
other structures.

The Group has not identified any segment based on geographical location (see Note 4.4).

4.2 Segment Assets and Liabilities

Segment assets are allocated based on their physical location and use or direct association
with a specific segment and they include all operating assets used by a segment and consist
principally of operating cash, receivables, contract asset, land and land development cost,
property development costs, property and equipment, and investment properties. Similar
to segment assets, segment liabilities are also allocated based on their use or direct
association with a specific segment. Segment liabilities include all operating liabilities

and consist principally of loans and borrowings, trade and other payables, contract liability
and deposits and advances. Segment assets and liabilities do not include deferred taxes.

4.3 Intersegment Transactions

Segment revenues, expenses and performance include sales and purchases between
business segments. Such sales and purchases are eliminated in consolidation.
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4.4 Analysis of Segment Information

Segment information is analyzed as follows for the years ended December 31, 2020 and, 2019 and 2018 (in thousands):

Sale of Land, Condominium

Rentals Construction Units, and Others Total
2020 2019 2018 2020 2019 2018 2020 2019 2018 2020 2019 2018
REVENUES
Sales to external customers P1,960,266 P 1,958,782 P1,901,199 P 24,802 P 71,107 P 130,524 P 749,297 P 1,483,503 P 120,604 P2,734,365 P 3,513,392 P 2,152,327
Intersegment sales 187,278 187,456 285,468 816,385 1,048,004 396,965 - 2,394,000 - 1,003,663 3,629,460 682,433
Total revenues 2,147,544 2,146,238 2,186,667 841,187 1,119.111 527,489 749,297 3,877,503 120,604 3,738,028 7,142,852 2,834,760
COSTS AND OTHER
OPERATING EXPENSES
Cost of sales and services
excluding depreciation
and amorttization 128,264 165,014 109,176 16,249 44,494 47,044 409,473 381,205 72,916 553,986 590,713 229,136
Depreciation and
amortization 107,728 110,176 103,185 124 1,407 14,464 - - - 107,852 111,583 117,649
Other expenses - net 37,681 104,341 164,806 12,462 4,722 4,526 65,232 99,323 25,528 116,667 208,386 194,860
273,673 379,531 377,167 28,835 50,623 66,034 474,705 480,528 98,444 778,505 910,682 541,645
SEGMENT OPERATING
PROFIT P1,873,871 P1,766,707 P1,809,500 P 812,352 P1,068,488 P 461,455 P 274,592 P3,396975 P_ 22,160 P2,959,523 P6,232,170 P2,293,115

Segment assets and liabilities are allocated to each segment as follows (in thousands):

Sale of Land, Condominium
Rentals Construction Units, and Others Total
Total Assets Total Liabilities Total Assets Total Liabilities Total Assets Total Liabilities Total Assets Total Liabilities

December 31, 2020 P 24,311,272 P 10,954,766 P 6,557,870 P 727,516 P 7,312,057 P 2,691,120 P 38,184,791 P 14,360,392
December 31,2019 22,757,082 10,097,799 4,333,560 665,661 5,963,834 2,966,258 33,054,476 13,729,718
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Currently, the Group’s operation is concentrated in one location; hence, it has no
geographical segment (see Note 4.1).

In 2020, 2019 and 2018, rental revenues from a single lessee account for 26.85%,
20.56% and 34.96%, respectively, of the consolidated revenues. In 2019, revenues from
sale of land are generated from a single customer, and which account for 26.64% of the
consolidated revenues. There were no revenues from sale of land in 2020 and 2018.

Rentals segment assets include certain real estate assets (i.e., parcels of land) held as

investment properties for capital appreciation or future lease.

4.5 Reconciliations

The total segment balances presented for the Group’s operating segments reconciled
to the Group’s consolidated balances as presented in the consolidated financial

statements are as follows (in thousands):

2020 2019 2018
Revenues

Total segment revenues P 3,738,028 P 7,142,852 P 2,834,760
Elimination of intersegment

revenues ( 1,003,663) ( 3,629.460) ( 682,433)
Revenues as reported in the

consolidated statements of

profit or loss P 2,734,365 P 3,513,392 P 2,152,327

Profit or loss

Segment operating profit P 2,959,523 P 6,232170 P 2,293,115
Elimination of intersegment

revenues ( 1,003,663) ( 3,629,460) ( 682,433)
Other unallocated operating

expenses — net ( 248,522) ( 331,826) ( 238.346)
Operating profit as reported

in the consolidated statements of

profit or loss 1,707,338 2,270,884 1,372,336
Finance income 91,468 297,338 69,523
Finance costs ( 41,062) ( 98,525) ( 69,852)
Share in net earnings

of associates and joint ventures 26,014 6,037 6,308
Dividend income 2,940 1,470 -
Other unallocated income* 1,000,000 850,000 1,200,000
Profit before tax as reported in the

consolidated statements of

profit or loss P 2,786,698 P 3,327,204 P 2,578,315

* Other unallocated income pertains to the income from reversal of advances from a co-joint venturer in 2020 and
income from the Consideration Agreement in 2019 and 2018.
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2020 2019
Assets
Segment assets P 38,184,791 P 33,054,476
Deferred tax assets — net 192,274 170,936
Other unallocated assets** 6,615,157 8,381,596

Elimination of intercompany accounts ( 12,135,200) ( 10,340,210)

Total assets reported in
consolidated statements

of financial position P 32,857,022 P 31,266,798
Liabilities
Segment liabilities P 14,360,392 P 13,729,718
Deferred tax liabilities — net 1,056,710 902,262
Other unallocated liabilities** 555,433 1,434,478
Elimination of intercompany accounts ( 5,399,798) ( 5,332,843)

Total liabilities as reported in
consolidated statements of
financial position P 10,572,737 P 10,733,615

**Other unallocated assets and liabilities mostly pertain to intercompany advances to and/ or from related parties
and co-joint ventuerer not eliminated in the consolidation.

Disaggregation of Revenue from Contracts with Customers and Other
Counterparties

When the Group prepares its investor presentations and when the Group’s
Executive Committee evaluates the financial performance of the operating

segments, it disaggregates revenue similar to its segment reporting as presented
in Notes 4.1 and 4.4.

The Group determines that the categories used in the investor presentations and
financial reports used by the Group’s Executive Committee can be used to meet
the objective of the disaggregation disclosure requirement of PFRS 15, which is to
disaggregate revenue from contracts with customers and other counterparties
[except for rentals accounted for under PFRS 16 (PAS 17 in 2018) and disclosed
herein as additional information] into categories that depict how the nature,
amount, timing and uncertainty of revenue and cash flows are affected by
economic factors. A summary of additional disaggregation from the segment
revenues and other unallocated income are shown in the succeeding page.
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Segment Revenues (Sales to External Customers) Other Unallocated Income
Consideration
Agreement and
Sale of Reversal of  Rendering of
condominium  Advances administrative
Rentals Construction Sale of land units (see Note 13) services Total
December 31,
2020:
Lease P1,960,265,517 P - P - P - P - P - P1,960,265,517
Over time - 24,802,115 - 749,297,294 - 34,581,021 808,680,430
Short-term - 24,802,115 - - - 34,581,021 59,383,136
Long-term 1,960,265,517 - - 749,297,294 - - 2,709,562,811
December 31,
2019:
Lease P1,958,781,512 P - P - P - P - P - P1,958,781,512
Over time - 71,107,851 - 547,652,588 850,000,000 43,348,238 1,512,108,677
Point in time - - 935,850,000 - - - 935,850,000
Short-term - 71,107,851 935,850,000 - 850,000,000 43,348,238 1,900,306,089
Long-term 1,958,781,512 - - 547,652,588 - - 2,506,434,100
December 31,
2018:
Lease P1,901,198,613 P - P - P - P - P - P1,901,198,613
Over time - 130,524,057 - 119,351,066 - 37,019,684 286,894,807
Point in time - - 1,252,800 - 1,200,000,000 - 1,201,252,800
Short-term - 130,524,057 1,252,800 - 1,200,000,000 37,019,684 1,368,796,541
Long-term 1,901,198,613 - - 119,351,066 - - 2,020,549,679

Additional information not included above is the other income aggregating to
P113.4 million, P10.9 million and P72.5 million in 2020, 2019 and 2018,
respectively, that are considered by management insignificant to the Group’s
disaggregation information of revenues (see Note 22.3). On the other hand, the
other income representing the derecognition of certain advances from a co-joint
venturer is not covered by PFRS 15.

RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group is exposed to a variety of financial risks in relation to financial instruments.
The Group’s financial assets and financial liabilities by category are summarized in
Note 6. The main types of risks are market risk, credit risk and liquidity risk.

The Group’s risk management is in close cooperation with the BOD, and focuses
on actively securing the Group’s short to medium-term cash flows by minimizing
the exposure to financial markets. Long-term financial investments are managed to
generate lasting returns.

The Group does not engage in the trading of financial assets for speculative purposes
nor does it write options. The relevant financial risks to which the Group is exposed
to are described as follows:

5.1 Market Risk

The Group is exposed to market risk through its use of financial instruments and
specifically to foreign currency risk, interest rate risk and certain other price risk which
result from its operating and financing activities.
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(a)  Foreign Currency Risk

Most of the Group’s transactions are carried out in Philippine peso, its functional
currency. The Group also holds United States (U.S.) dollar and European Union (Euro)
denominated cash and cash equivalents. The Group does not have any financial liabilities
denominated in foreign currency.

To mitigate the Group’s exposure to foreign currency risk, non-Philippine peso cash
flows are monitored.

Foreign currency denominated financial assets, translated into Philippine peso at the
closing rate, are as follows:

2020 2019
U.S. Dollar Euro U.S. Dollar Euro

Financial assets P 26,852,799 P 8,448,329 P 28,509,907 P 8,111,607

The following table illustrates the sensitivity of the Group’s profit before tax and equity
in 2020 and 2019 with respect to changes in the exchange rates of Philippine peso
against foreign currencies. The percentage changes in rates have been determined based
on the average market volatility in exchange rates, using standard deviation, in the
previous 12 months prior to the end of the reporting period at a 99% confidence level.

2020
Reasonably Effect in
possible change  profit before Effect in
in rate tax equity
U.S. Dollar +/-9.51% P 2,553,701 P 1,787,591
Euro +/-23.85% 2,014,926 1,410,449
Total P 4,568,627 P 3,198,040
2019
Reasonably Effect in
possible change profit before Effect in
in rate tax equity
U.S. Dollar +/-12.96% P 3,694,884 P 2,586,419
Euro +/-19.52% 1,583,386 1,108,370
Total P 5278270 P 3,694,789

If the Philippine peso had strengthened against the U.S. dollar and Euro, with all other
variables held constant, the Group’s profit before tax and equity would have been lower
by P4.6 million and P3.2 million, respectively, in 2020 and P5.3 million and P3.7 million,
respectively, in 2019. Conversely, if the Philippine peso had weakened against the U.S.
dollar and Euro by the same percentage, with all variables held constant, profit before tax
and equity would have been higher in 2020 and 2019 by the same amount.

Exposures to foreign exchange rates vary during the period depending on the volume
of foreign currency denominated transactions. Nonetheless, the analysis above is
considered to be a reasonable estimation of the Group’s currency risk.
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(b)  Interest Rate Risk

The Group’s policy is to minimize interest rate cash flow risk exposures on long-term
financing. As at December 31, 2020 and 2019, the Group is exposed to changes in
market interest rates affecting the cash flows from cash and cash equivalents,
short-term placements and certain interest-bearing loans and borrowings which are
subject to variable interest rates (see Notes 8 and 18). All other financial assets and
financial liabilities have fixed rates or are noninterest-bearing.

Interest-bearing loans and borrowings, cash and cash equivalents and short-term
placements which are subject to repricing are tested on a reasonably possible change
(weighted average) of +/-1.01% and +/-1.61% Philippine peso in 2020 and 2019,
respectively. On the other hand, the Group’s exposure to foreign currency interest rate
is insignificant. The percentages have been determined based on the average market
volatility of interest rates, using standard deviation, in the previous 12 months estimated
at 99% level of confidence. The sensitivity analysis is based on the Group’s financial
instruments held at the end of each reporting period, with the effect estimated from the
beginning of the year. All other variables are held constant.

The changes in percentages would affect profit or loss before tax by +/-P55.2 million
and +/-P115.2 million in 2020 and 2019, respectively.

(¢)  Other Price Risk

The Group’s market price risk arises from its investments carried at fair value. The
Group manages exposures to price risk by monitoring the changes in the market price
of the investments (see Note 7.2) and at some extent, diversifying the investment
portfolio in accordance with the limit set by management.

5.2 Credit Risk

Credit risk is the risk that a counterparty may fail to discharge an obligation to the
Group. The Group is exposed to this risk for various financial instruments, arising
from granting loans and receivables to customers, including related parties, and placing
deposits with banks.

The Group continuously monitors defaults of customers and other counterparties,
identified either individually or by group, and incorporates this information into

its credit risk controls. The Group’s policy is to deal only with creditworthy
counterparties. In addition, for a significant proportion of revenues, advance payments
are received to mitigate credit risk.

The maximum credit risk exposure of financial assets is the carrying amount of the
financial assets as shown in the consolidated statements of financial position and in the
detailed analysis provided in the notes to the consolidated financial statements, as
summarized in the succeeding page.
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Notes 2020 2019

Cash and cash equivalents 8 P 4,429,489,615 P 5211,402,211
Short-term placement (presented

as part of Other Current Assets) 12 585,000,000 2,060,000,000
Receivables — net (except for

Adpances to suppliers) 9 5,799,110,138  5,276,558,087
Contract asset 10 92,002,207 249,012,950
Refundable deposits (presented

as part of Other Non-current Assets) 17 30,313,000 47,362,548

P10,935,914,960 P12,844,335,796

None of the Group’s financial assets are secured by collateral or other credit
enhancements, except for cash and cash equivalents and short-term placements, rental
receivables and contract receivables as described below.

(a)  Cash and Cash Equivalents and Short-term Placements

The credit risk for cash and cash equivalents and short-term placements are considered
negligible since the counterparties are reputable banks with high quality external credit
ratings. Included in cash and cash equivalents are cash in banks which is secured by a
maximum coverage of P0.5 million for every depositor per banking institution, as
provided for under Republic Act (R.A.) No. 9302, Charter of Philippine Deposit Insurance
Conporation, which is also subjected to credit risk.

(b)  Trade and Other Receivables and Contract Asset

The Group applies the PFRS 9 simplified approach in measuring ECL which uses a
lifetime expected loss allowance for all non-related party receivables and contract asset.
In addition, rental and contract receivables are secured by at least the amount of
advance rentals and rental deposits, and construction bonds and whereby there is an
outstanding retention payable, respectively. These are form of securities partially
mitigating the credit risk.

To measure the expected credit losses, receivables and contract asset have been grouped
based on shared credit risk characteristics and the days past due (age buckets). The
other receivables relate to receivables from both third parties other than trade
receivables and have substantially the same risk characteristics as the trade receivables.
The Group has therefore concluded that the expected loss rates for trade receivables are
a reasonable approximation of the loss rates for the other receivables.

The expected loss rates are based on the payment profiles of revenues over a period of
36 months before December 31, 2020 and 2019, and the corresponding historical credit
losses experienced within such period. The historical loss rates are adjusted to reflect
current and forward-looking information on macroeconomic factors affecting the ability
of the customers to settle the receivables. The Group has identified the inflation rate
and interest rate to be the most relevant factors during the reporting periods, and
accordingly adjusts the historical loss rates based on expected changes in these factors.
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ECL for advances to related parties are measured and recognized using the
liquidity approach. Management determines possible impairment based on the
counterparties’ ability to repay the receivables upon demand at the reporting
date taking into consideration the historical defaults from the counterparties.
Management assessed that portion of the outstanding receivables from certain
related parties as of December 31, 2020 and 2019 are not fully recoverable since
these related parties do not have enough capacity to pay the advances and loans
upon demand.

The Group does not consider any significant risks in the remaining advances to
related parties since the Group, whose credit risks for liquid funds are considered
negligible, have committed to financially support these related parties as part of the
its long-term corporate strategy.

The Group identifies a default when the receivables become credit impaired or when
the customer has not able to settle the receivables beyond the normal credit terms of
45 to 90 days, depending on the terms with the customers; hence, these receivables
were already considered as past due on its contractual payment. In addition, the Group
considers qualitative assessment in determining default such as in instances where the
customer is unlikely to pay its obligations and is deemed to be in significant financial

difficulty.

Large portion of the Group’s receivables pertains to rental receivables from leasing
operations to third parties, advances to related parties which are secured by an
undertaking of another related party to pay in case of default, and contract receivables
from the Philippine Reclamation Authority (PRA) related to various implementing
agreements under the memorandum of agreement (MOA) entered into by the Group in
relation to the reclamation and development of Aseana Business Park (ABP), which is
also part of the Aseana City (see Notes 9.1, 9.2, 9.3 and 9.4). On July 15, 2015, the
PRA’s BOD approved the conveyance of certain properties to the Group in settlement
of PRA’s liabilities related to various implementing agreements entered into with the
Group. As of December 31, 2020, the title to the properties are not yet transferred to
the Group. Except for rental receivables from various and diversified profile of third
party tenants, this makes the Group exposed to significant credit risk exposure to a
single group of counterparties having similar characteristics.

The Contract Asset account is secured to the extent of the fair value of the
condominium units sold (i.e., based on current prices less estimated cost to sell)
amounting to P7,211.4 million in 2020 and P6,854.8 million in 2019 since the title to
the real estate properties remains with the Group until the contract assets or receivables
are fully collected. The fair value of the condominium units sold is usually higher than
the carrying value of the related contract asset, hence, there is no expected loss given
default on the contract asset.

With respect to refundable deposits, management assessed that these financial assets
have low probability of default since these relate to reputable power and water
distribution companies (i.e., with high quality external credit ratings) that sustain the
operation of Aseana City and other related projects.
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Based on the foregoing considerations and analyses, the loss allowance as at
December 31, 2020 and 2019 for non-related party receivables was determined based
on months past due while loss allowance for related party receivables is based on
capacity to pay. The loss allowance provided by the Group are are summarized as
follows:

0-30 days 31-60 days 61-90 days Over 90 days Total

December 31, 2020

Expected credit loss rate 0.11% 4.53% 10.12% 38.63%
Rental and other receivables P 94560,538 P 42,635,605 P 8,906,602 P 39,402,617 P 185,505,362
Loss allowance 99,379 1,932,734 900,925 15,220,680 18,153,718
Expected credit loss rate - - - 3.70%
Contract and retention

receivable P 96,340,620 P - P 22,025941 P 634,309,789 P 752,676,350
Loss allowance - - - 23,484,462 23,484,462
Expected credit loss rate - - - 2.27%
Advanced to related parties P - P - P - P 751,290,878 P 751,290,878
Loss allowance - - - 17,017,700 17,017,700

December 31, 2019

Expected credit loss rate 0.15% 3.41 % 6.63% 45.82%
Rental and other receivables P 94919,621 P 7,097,778 P 4,180,711 P 21,516,487 P 127,714,597
Loss allowance 146,776 241,969 277,137 9,859,826 10,525,708
Expected credit loss rate - - - 3.03%
Contract and retention

receivable P 23382,782 P - P 5,134,097 P 775,616,315 P 804,133,194
Loss allowance - - - 23,484,462 23,484,462
Expected credit loss rate - - - 8.26%
Advanced to related parties P - P - P - P 744,651,354 P 744,651,354
Loss allowance - - - 61,493,994 61,493,994

A reconciliation of the allowance for impairment for trade and receivables and advances
to related parties as at December 31, 2020 and 2019 is presented below (see Note 9):

December 31, 2020 December 31, 2019
Trade and other Advances to Trade and other Advances to
receivables* related parties receivables* related parties
Balance at beginning of year P 34,010,170 P 61,493,994 P 12,155,400 P 42,102,006
Additional ECL 7,628,010 - 21,854,770 19,391,988
Reversal - ( 44,476,294 ) - -
Balance at end of year P 41,638,180 P 17,017,700 P 34,010,170 P 61,493,994

*Excluding advances to related parties

In 2020, the Group reversed a portion of its allowance for impairment on certain
advances to a related party due to partial collection and substantial improvement of the
related party’s financial condition and operations [see Notes 13.2(b) and 26.1].

Also in 2020, certain trade receivables from third party tenants amounting to

P10.4 million with no previously provided allowance for impairment have been directly
written off due to management’s assessment of uncollectibility. There was no similar
write off in 2019.
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The reversal of impairment loss on financial assets, net of additional ECL and direct
write off in 2020, is presented as Reversal of impairment loss on financial assets — net,
while the additional ECL in 2019 is presented as Impairment loss on financial assets in
the 2020 and 2019 consolidated statements of profit or loss, respectively

(see Notes 22.3 and 23).

5.3 Liquidity Risk

Liquidity risk is the risk that cash may not be available to meet operating requirements
and to pay obligations when due at a reasonable cost. Prudent liquidity risk
management requires maintaining sufficient cash and credit facilities at reasonable cost
to satisfy current requirements whenever the need arises. The Group aims to maintain
flexibility in funding by keeping committed credit lines available.

The Group manages its liquidity needs by carefully monitoring scheduled debt servicing
payments for long-term financial liabilities as well as cash outflows due in a day-to-day
business. Liquidity needs are monitored in various time bands, on a day-to-day and
week-to-week basis, as well as on the basis of a rolling 30-day projection. Long-term
liquidity needs for six-month and one-year periods are identified monthly.

As of December 31, 2020 and 2019, the Group’s financial liabilities (excluding lease
liability — see Note 16) have contractual maturities as follows:

Current Non-current
Upon Demand/ 6to12 1to5
Notes  Within 6 months Months Years
December 31, 2020
Loans and borrowings 18 P 58,453,125 P  1,051,750,000 P 342,262,500
Trade and other payables
(excoept tax liabilities) 19 703,501,314 331,578,862 -
Advances from and due
to related parties 26.2 4,033,118,154 - -
Rental deposits 20 - 50,041,094 210,654,440
Construction bond 20 - 48,837,148 -

P 4,795,072,593 P 1,482,207,104 P 552,916,940

December 31, 2019

Loans and borrowings 18 P 148,609,375 P 48,281,250 P 359,512,500
Trade and other payables

(exeept tax liabilities) 19 363,749,520 307,155,054 -
Advances from a co-joint

venturer 13.2,

26.2 1,040,026,017 - -

Advances from and due

to related parties 26.2 4,311,708,305 - -
Rental deposits 20 - 46,376,641 217,053,912
Construction bond 20 - 51,053,388 -

P 5864,093217 P 452,866,333 P 576,566,412

The above contractual maturities reflect the gross cash flows, which may differ from the
carrying values of the financial liabilities at the end of the reporting periods.
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CATEGORIES AND OFFSETTING OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES

6.1 Carrying Values and Fair Values by Category

The carrying values and fair values of the categories of financial assets and financial
liabilities presented in the consolidated statements of financial position are shown

below.

Notes

2020

2019

Carrying
Values

Fair Values

Carrying

Values Fair Values

Financial Assets
At amortized cost:
Cash and
cash equivalents 8
Short-term
placement
(presented as
part of Other
Current Assets) 12
Receivables — net 9
Refundable
deposits
(presented as
part of Other

Non-current assets) 17

Financial assets at:

F1"TPL 12
F1"OCI 17.2
Financial Liabilities
At amortized cost:
Loans and
borrowings 18
Trade and other
payables 19
Advances from
and due to
related parties 26.2
Advances from a
co-joint
venturer 13.2,
26.2
Rental deposits 20
Construction bond 20
Lease liability 16.2

P 4,429,489,615

P 4,429,489,615

P 5211,402211 P 5,211,402,211

585,000,000 585,000,000  2,060,000,000  2,060,000,000
5,799,110,138  5,661,679,683  5276,558,087  5,003,192,063
30,313,000 30,313,000 47,362,548 47,362,548
10,843,912,753  10,706,482,298  12,595322,846 12,321,956,822
51,318,288 51,318,288 48,206,870 48,206,870
49,670,827 49,670,827 75,876,143 75,876,143

P10,944,901,868

P 1,397,020,000

P10,807,471,413

P 1,367,650,029

P12,719,405,859 P12,446,039,835

P 511,720,000 P 455,729,822

1,035,080,176  1,035,080,176 670,004,574 670,904,574
4,033,118,154  4,033,118,154  4,311,708,305  4,311,708,305

- - 1,040,026,017  1,040,026,017
260,695,534 260,695,534 263,430,553 263,430,553
48,837,148 48,837,148 51,053,388 51,053,388
165,526,914 165,526,914 164383712 164,383,712

P 6,940,277,926 P 6,910,907,955 P 7,013,226,549 P 6,957,236,371

See Notes 2.4 and 2.10 for a description of the accounting policies for financial assets
and financial liabilities, respectively, including the determination of fair values. A
description of the Group’s risk management objectives and policies for financial
instruments is provided in Note 5.
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6.2 Offsetting of Financial Assets and Financial Liabilities

The Group has not set-off financial instruments as of December 31, 2020 and 2019
and it does not have relevant offsetting arrangements. Currently, financial assets and
financial liabilities are settled on a gross basis; however, each party to the financial
instrument (particularly related parties) may have the option to settle all such amounts
on a net basis in the event of default of the other party through approval of both
parties’ BODs and stockholders or upon instruction by the Ultimate Parent Company.

The following financial assets presented as part of Advances to related parties under
Receivables account in the consolidated statements of financial position can be offset by
the amount of outstanding Advances from and Due to a Related Parties account:

Gross amounts  Related amounts

recognized in not set off in
the consolidated the consolidated
statements statements
of financial of financial
Note position position Net amount
Advances to related parties:  206.1
December 31, 2020 P 751,290,878 (P 440,851,530) P 310,439,348
December 31, 2019 744,651,354 ( 436,680,854) 307,970,500
Advances from and due
to related parties: 26.2
December 31, 2020 P 4,033,118,154 (P 440,851,530) P 3,592,266,624
December 31, 2019 4,311,708,305 ( 4306,680,854) 3,875,027,451

FAIR VALUE MEASUREMENT AND DISCLOSURES
7.1  Fair Value Hierarchy

In accordance with PERS 13, Fair Value Measurement, the fair value of financial assets
and financial liabilities and non-financial assets which are measured at fair value on a
recurring or non-recurring basis and those assets and liabilities not measured at fair
value but for which fair value is disclosed in accordance with other relevant PERS,

are categorized into three levels based on the significance of inputs used to measure the
fair value. The fair value hierarchy has the following levels:

e Level 1: quoted prices (unadjusted) in active markets for identical assets or
liabilities that an entity can access at the measurement date;

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

e Level 3: inputs for the asset or liability that are not based on observable market
data (unobservable inputs).

The level within which an asset or liability is classified is determined based on the lowest
level of significant input to the fair value measurement.
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For purposes of determining the market value at Level 1, a market is regarded as active
if quoted prices are readily and regularly available from an exchange, dealer, broker,
industry group, pricing service, or regulatory agency, and those prices represent actual
and regularly occurring market transactions on an arm’s length basis.

For investments which does not have quoted market price, the fair value is determined
by using generally acceptable pricing models and valuation techniques or by reference to
the current market value of another instrument which is substantially the same after
taking into account the related credit risk of counterparties, or is calculated based on the
expected cash flows of the underlying net asset base of the instrument.

7.2 Financial Instruments Measurement at Fair Value

The Group’s financial assets at FVOCI include proprietary golf club shares, which are
categorized within Level 2 as their prices are not derived from market considered as
active due to lack of regular trading activities among market participants at the end or
close to the end of the reporting period. Moreover, equity security held in a private
company is included in Level 3 since its market value is not quoted in an active market,
hence, measured using the net asset value approach by reference to the fair value of its
assets and liabilities. With respect to financial assets as FVTPL which include
investments in equity securities, these are categorized under Level 1 as their prices are
quoted in active market. On the other hand, debt security issued by a private company
is included in Level 3.

As of December 31, 2020 and 2019, the Group’s financial assets at FVOCI measured
at fair value amounted to P49.7 million and P75.9 million, respectively (see Note 17.2)
while the Group’s financial assets at FVTPL measured at fair value amounted to
P51.3 million and P48.2 million, respectively (see Note 12).

The Group has no financial liabilities measured at fair value as of December 31, 2020
and 2019.

There were no transfers between Levels 1 and 2 but there were changes in the carrying
amount of Level 3 instruments in both years. Unrealized fair value loss and unrealized
fair value gain amounting to P26.2 million and P1.1 million, respectively, is recognized
on financial assets at FVOCI in 2020 and 2019 (see Note 17).

7.3 Financial Instruments Measured at Amortized Cost for which Fair Value is
Disclosed

The tables in the succeeding page summarize the fair value hierarchy of the Group’s
financial assets and financial liabilities which are not measured at fair value in the
consolidated statements of financial position but for which fair value is disclosed.



Financial Assets
Cash and
cash equivalents
Short-term placement
(presented as part of
Other Current
Assets)
Receivables — net
Refundable deposits
(presented as part of
Other Non-current
Assets)

Financial Liabilities
Loans and borrowings
Trade and other

payables
Advances from and
due to related
parties
Rental deposits
Construction bond
Lease liability

Financial Assets

Cash and
cash equivalents

Short-term placement
(presented as part of
Other Current
Assets)

Receivables — net

Refundable deposits
(presented as part of
Other Non-current
Assets)

Financial Liabilities
Loans and borrowings
Trade and other

payables
Advances from and
due to related
parties
Advances from a
co-joint venturer
Rental deposits
Construction bond
Lease liability
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December 31, 2020
Notes Level 1 Level 2 Level 3 Total

8 P 4429489615 P - P - P 4,429,489,615
12 585,000,000 - - 585,000,000
9 - - 5,661,679,683 5,661,679,683
17 - - 30,313,000 30,313,000
P 5,014,489,615 P - P 5,691,992,683 P 10,706,482,298

18 P - P - P 1,367,650,029 P 1,367,650,029
19 - - 1,035,080,176 1,035,080,176
26.2 - - 4,033,118,154 4,033,118,154
20 - - 260,695,534 260,695,534
20 - - 48,837,148 48,837,148
16.2 - - 165,526,914 165,526,914
P - P - P_6,910,907,955 P_ 6,910,907,955

December 31, 2019
Notes Level 1 Level 2 Level 3 Total

8 P 5211402211 P - P - P 5211,402,211
12 2,060,000,000 - - 2,060,000,000
9 - - 5,003,192,063 5,003,192,063
17 - - 47,362,548 47,362,548
P 7271,402211 P - P 5050,554,611 P_12321,956,822

18 P - P - P 455,729,822 P 455,729,822
19 - - 670,904,574 670,904,574
26.2 - - 4,311,708,305 4,311,708,305
13.2 - - 1,040,026,017 1,040,026,017
20 - - 263,430,553 263,430,553
20 - - 51,053,388 51,053,388
16.2 - - 164,383,712 164,383,712
P - P - P 6957,236,371 P_ 6,957,236,371
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The fair values of financial assets and financial liabilities included in Level 3, which are not
traded in an active market, are determined based on the expected cash flows of the
underlying net asset or liability base of the instrument where the significant inputs required
to determine the fair value of such instruments are not based on observable market data.

7.4 Fair Value Disclosures for Investment Properties Carried at Cost

The table shows the levels within the hierarchy of non-financial assets that are not
measured at fair value but for which fair values are disclosed.

Note Level 1 Level 2 Level 3 Total
December 31, 2020
TLand P - P121,993,194,396 P - P121,993,194,396
Buildings and improvements - - 4,560,058,244 4,560,058,244
Construction in progress - - 3,309,920,402 3,309,920,402
15 P - P121,993,194,396 P _7,869,978,646 P129,863,173,042
December 31, 2019
TLand P - P119,127,072,049 P - P119,127,072,049
Buildings and improvements - - 4,352,561,244 4,352,561,244
Construction in progress - - 1,270,510,090 1,270,510,090
15 P - P119,127,072,049 P_5,623,071,334 P124,750,143,383

The fair value of the Group’s investment properties as of December 31, 2020 and 2019 are
determined on the basis of the appraisals performed by an independent appraiser with
appropriate qualifications and recent experience in the valuation of similar properties in the
relevant locations. To some extent, the valuation process was conducted by the appraiser
in discussion with the Group’s management with respect to the determination of the
inputs such as the size, age, and condition of the land and buildings, and the comparable
prices in the corresponding property location. In estimating the fair value of these
properties, management takes into account the market participant’s ability to generate
economic benefits by using the assets in their highest and best use. Based on management
assessment, the best use of the Group’s investment properties is their current use.

The fair values of the Group’s investment properties were determined based on the
following approaches:

(a)  Fair Value Measurement for Land

The Level 2 fair value of land was derived using the market comparable approach
that reflects the recent transaction prices for similar properties in nearby locations
as determined by an independent appraiser. Under this approach, when sales
prices and/or actual sales transaction of comparable land in close proximity are
used in the valuation of the subject property with no adjustment on the price, fair
value is included in Level 2.

The fair value is determined by the Group using the fair values of certain parcels
of land adjacent to the location of the Group’s investment. The fair value is
based on the market-based evidence, which is the amount for which the assets
could be exchanged between a knowledgeable willing buyer and seller in an arm’s
length transaction as at the valuation date. Such amount is influenced by different
factors including the location and specific characteristics of the property

(e.g., size, features, and capacity), quantity of comparable properties available in
the market, and economic condition and behavior of the buying parties.
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(b)  Fair Value Measurement for Buildings and Improvements and Construction in Progress

As of December 31, 2020 and 2019, the Level 3 fair value of the buildings and
improvements was determined using the cost approach that reflects the cost to a
market participant to construct an asset of comparable usage, construction standards,
design and layout, adjusted for obsolescence. The more significant inputs used in
the valuation include direct and indirect costs of construction such as but not limited
to, labor and contractor’s profit, materials and equipment, surveying and permit
costs, electricity and utility costs, architectural and engineering fees, insurance and
legal fees. These inputs were derived from various suppliers and contractor’s quotes,
price catalogues, and construction price indices. Under this approach, higher
estimated costs used in the valuation will result in higher fair value of the properties.
Based on the foregoing inputs, the actual cost incurred to date recorded under
Construction in Progress approximates its fair value.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include the following components:

2020 2019
Cash on hand and in banks P 2,633,527,974 P 4,296,870,346
Short-term placements 1,795,961,641 914.531.865

P 4,429,489,615 P5,211,402,211

Cash in banks generally earn interest based on daily bank deposit rates. Short-term
placements are made for varying periods of between 30 to 90 days and earn effective
interest ranging from and 1.00% to 5.10% per annum in 2020, 3.38% to 6.75% per annum
in 2019 and 4.80% to 6.90% per annum in 2018. Interest income from cash in banks and
short-term placements amounting to P69.9 million, P263.7 million and P54.9 million in
2020, 2019 and 2018, respectively, are included as part of Interest income under Finance
Income in the consolidated statements of profit or loss (see Note 22.2). Accrued interest
from short-term placements is presented as part of Others under Receivables account in
the consolidated statements of financial position (see Note 9).
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9. RECEIVABLES

This account is composed of the following:

Notes 2020 2019
Current:
Rental receivables 9.1 P 757,389,580 P 541,494,152
Advances to: 9.2
Related parties 26.1 751,290,878 744,651,354
Suppliers 447,738,231 109,203,043
Officers and employees 10,083,743 9,350,613
Contracts receivables 9.3, 26.5 647,309,556 696,339,500
Retention receivables 9.4, 26.5 105,366,794 107,793,640
Others 8,9.5,12 13,133,634 63,415,807
2,732,312,416 2,272,248,109
Allowance for impairment 52(0) ( 58,655,880) ( 95,504,164)

2,673,656,536  2,176,743,945

Non-current —
Rental receivables 9.1 3,573,191,833 3.209.017.185

P 6,246,848,369 P5,385,761,130

Receivables do not bear any interest. All receivables (except advances to suppliers) are
subject to credit risk exposures (see Note 5.2).

9.1 Rental Receivables

Rental receivables represent uncollected monthly receivables from third party tenants of
the Group. This includes rent receivables arising from the application of PFRS 16, which
represent the difference between the cash basis rent income and the straight-line rent
income of all outstanding lease contracts as of the end of the reporting periods. Rent
receivables from PFRS 16 adjustments amounted to P4,167.0 million and P3,695.6 million
as of December 31, 2020 and 2019, respectively.

9.2 Advances

Except for certain advances which are secured by an undertaking of another related party to
pay in case of default, advances to related parties are unsecured, noninterest-bearing and are
granted for working capital requirements (see Note 26.1). There are no definite repayment
and settlement term on these advances.

Advances to suppliers under Other Current Assets pertain to mobilization funds provided to
various suppliers for use primarily in the construction and development of the Group’s
residential condominium projects while those under Other Non-current Assets pertain to
advances to suppliers for investment property additions (see Notes 10, 15 and 17). These
are reduced proportionately upon receipt of progress billings from the said suppliers.
Advances to officers and employees are noninterest-bearing and collectible through salary
deduction within 12 months from the end of the reporting period.
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9.3 Contracts Receivables

Contracts receivables are noninterest-bearing and usually due within 270 days. Of the
total outstanding balance, P557.5 million is due from PRA as of December 31, 2020
and 2019. Management believes that these receivables are fully recoverable through
collection of the accounts from customers, which is partially secured by construction
bonds and whereby there is an outstanding balance of retention payable

(see Notes 19 and 20). With respect to the amount due from PRA, the receivable is
recoverable in full through transfer of certain properties owned by PRA to the Group
(see Note 5.2).

9.4 Retention Receivables

In 2019, the Group sold certain parcels of land located in Aseana City to a third

party buyer. The related 10% retention receivable as of December 31, 2020 and
December 31, 2019 amounted to P93.6 million, which is to be collected upon transfer
of the land title to the buyer. As of December 31, 2020, the title to the parcels of land
has not yet been transferred to the buyer.

Retention receivables also include outstanding balances with a related party as of
December 31, 2020 and 2019 (see Note 26.5).

9.5 Other Receivables

Other receivables include accrued interest income from short-term placements
(see Note 8). It also include amounts collectible for rendering of certain services
incidental to the Group’s leasing and real estate business.

PROPERTY DEVELOPMENT COSTS AND CONTRACT ACCOUNTS
10.1 Property Development Costs

The Group capitalized certain costs as property development costs representing properties
under development and construction. Costs incurred comprise of actual costs of land,
construction and related engineering, architectural and other consultancy fees related to the
development of residential condominium projects, namely, “Pixel Residences”, “MidPark
Towers” and “One Parq Suites”, all of which are located in Aseana City, 1702 Parafiaque
City, Metro Manila. It also includes certain parcels of land previously classified as
investment properties which will be developed for the Group’s other residential projects
(see Note 15). As of December 31, 2020, the Group has capital commitments relating to
future development costs over these parcels of land.

The accumulated balance of Property Development Costs as presented in the
consolidated statements of financial position amounted to as follows:

2020 2019
MidPark Residences P 602,660,068 P 525,006,783
Raw land 397,831,294 397,831,294
Pixel Residences 54,708,425 245,222,630
One Parq Suites 13,376,898 -

P1,068,576,685 P 1,168,060,707
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Cost of condominium units sold amounted to P409.5 million, P314.5 million, and
P72.9 million in 2020, 2019 and 2018, respectively (see Notes 21.3 and 23) and are
presented under Cost of Services and Sales section in the consolidated statements of
profit or loss.

10.2 Contract Accounts

The significant changes in the contract asset and liability balances during the reporting
periods are as follows:

2020 2019
Contract Contract Contract Contract
Asset Liability Asset Liability
Balance at beginning of year P 249,012,950 P 554,735,131 P 166,652,337 P 210,459,821
Increase as a result of
changes in measurement of
progress - - 82,360,613 -
Decrease due to collections ( 157,010,743) - - -

Revenue recognized that was

included in contract liability

at the beginning of year - (  80,953,843) - ( 101,593,352)
Increase due to cash received

excluding amount recognized

as revenue during the year - 217,030,414 - 445,868,662
Balance at end of year P_ 92,002,207 P_ 690,811,702 P 249,012,950 P 554,735,131

Contract asset and liability is presented in the statement of financial position as at
December 31, 2020 and 2019 as follows:

2020 2019
Contract Contract Contract Contract
Asset Liability Asset Liability
Current P 92,002,207 P 486,576,915 P 54,191,980 P 130,492,147
Non-current - 204,234,787 194,820,970 424,242 984

P 92,002,207 P 690,811,702 P 249,012,950 P 554,735,131

The transaction price allocated to the remaining performance obligation (unsatisfied or
partially satisfied) as at December 31, 2020 and 2019 are as follows:

2020 2019
Within one year P 1,122,856,639 P 816,460,329
More than one year to three years 3,246,335,030 _3,735,271,872

P 4,369,191,669 P4,551,732,201

The remaining performance obligations expected to be recognized within one year and
in more than one year relate to the continuous development of the Group’s real estate
projects. The Group’s condominium units are expected to be completed within three

years from start of construction.
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LAND AND LAND DEVELOPMENT COSTS

This account pertains to the cost of land available for sale located in Aseana Business
Park, Paranaque City; Ciudad Nuevo Park, Cavite City; and Lunzuran Heights
Subdivision, Zamboanga City with a total lot area of 238,009 square meters both as of
December 31, 2020 and 2019.

The analysis of the movements of the balance of Land and Land Development Costs is
as follows:

Note 2020 2019
Balance at beginning of year P 2,012,493,650 P 2,162,209,345
Additions during the year 100,043,074 148,600,941
Reclassification 15 - ( 231,572,755)
Sales during the year 23 - ( 06,743,881)
Balance at end of year P 2,112,536,724 P _2,012,493,650

Management has estimated that the net realizable value of Land and Land Development
Costs is higher than its carrying value as of December 31, 2020 and 2019. As of
December 31, 2020 and 2019, certain portion of the parcels of land owned by

the Group with a total lot area of 2,777 square meters and carrying amounts of

P44.2 million is used as collateral to secure certain peso denominated interest-bearing
loans (see Note 18). The loans do not contain any restriction on the sale of the land
except that the mortgage is annotated in the titles of the said properties.

OTHER CURRENT ASSETS

This account consists of the following:

Notes 2020 2019
Input VAT P 680,951,322 P 218,067,900
Short-term placements 585,000,000 2,060,000,000
Deferred input VAT 345,995,214 403,429,605
Prepayments 116,805,902 114,751,348
Creditable withholding tax 54,908,103 8,994,473
Financial assets at FVTPL 7.2 51,318,288 48,206,870
Contract acquisition costs 3.2(31) 38,177,486 32,934,611

P 1,873,156,315 P 2,886,384,807

Short-term placement pertains to a time deposit with maturity of 102 days from date of
acquisition. The related interest income amounting to P18.8 million and P33.2 million is
included as part of Interest income under Finance income account in the consolidated
statements of profit or loss (see Note 22.2) in 2020 and 2019, respectively, while accrued
interest is presented as part of Others under Receivables account in the consolidated
statements of financial position as of December 31, 2020 and 2019 (see Note 9).
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Deferred input VAT pertains to the corresponding input VAT on subcontract services,

which are yet to be recognized in installments in the next reporting period.

Prepayments mostly pertain to real property taxes and other incidental business
prepayments which are expected to be realized within 12 months after the end of the

reporting period.

Financial assets at FVTPL consist of investments in equity and convertible debt

securities which are held for trading purposes. Fair value gain amounting to

P2.8 million and P0.4 million in 2020 and 2019, respectively, is recognized and
presented as part of Finance income account in the 2020 and 2019 consolidated

statements of profit or loss (see Note 22.2).

INVESTMENTS IN ASSOCIATES AND A JOINT VENTURE

This account consists of the following:

Note 2020 2019
Associates 13.1 P 48,967,111 P 49,043,168
Joint venture 13.2 38,917,570 12,827,982
P 87,884,681 P 61,871,150

The Group’s associates and a joint venture are all incorporated and with principal
operations in the Philippines. These entities are engaged in businesses related to the

Parent Company’s operations.

The components of the carrying amounts of investments in associates and a joint venture

are as follows:

13.1 Investments in Associates

The movements in the carrying amount of investments in associates which is accounted
for under the equity method in the consolidated financial statements of the Group, are

shown below.

2020 2019
Acquisition costs P 56,913,213 P 56,913,213
Accumulated share in net losses:
Balance at beginning of year ( 7,870,045) ( 7,744,653)
Share in net losses ( 76,057) ( 125,392)
Balance at end of year ( 7,946,102) ( 7,870,045)
P 48,967,111 P 49,043,168




-71-

The Group’s associates include ERTI, ACBMDC and AHEC. Although AHEC is
currently in the process of liquidation [see Note 1.2(t)], the Group has assessed that the
Group’s existing share in the net assets of AHEC exceeds the carrying amount of its
investment considering that AHEC has sufficient assets, including construction
equipment related to the business of the Group. Upon completion of AHEC’s
liquidation, management of the Group believes that the Group may obtain portion of
these assets in the form of a return of invested capital.

13.2 Financial Information of Associates and Joint Ventures

There were no associates and joint venture which are considered material to the Group in
2020 and 2019.

No dividends were received from the associates and joint venture in 2020, 2019 and 2018.

These associates and joint venture are not listed in the local stock exchange; hence, the
fair value of the shares cannot be determined reliably. However, management believes
that the carrying amounts of the investments are fully recoverable based on the
prospect of the business of these associates and joint venture.

13.3 Investment in a Joint Venture

As of the end of the reporting periods, the investment in joint venture consist only of
50% investment in BRADCO.

However, in 2019, the investment in ABCC classified and presented as Investment in
Joint Venture Held for Termination in the 2018 consolidated financial statements was
reclassified to Investment Properties as this pertains to the land previously transferred
in exchange for ABCC’s shares of stock (see Notes 2.14 and 15). As a result of the
termination of the joint venture agreement (JV Agreement) [see Note 13.2(b)], ABCC
has been considered as a subsidiary starting in 2019 as the remaining shares are now all
held by the Parent Company in the same year. ABCC had not commenced operations
since its incorporation and only incurred real property taxes and other administrative
expenses. The effect of the reclassification amounting to P80.6 million (net of

P36.2 million cumulative share in net losses of ABCC) representing the deficit of
ABCC was recognized as an adjustment to the Retained Earnings account in 2019.

4) BRADCO

The movements in the carrying amount of investments in BRADCO, which is
accounted for under the equity method in the consolidated financial statements of the
Group, are shown below.

2020 2019
Acquisition costs P 2,000,000 P 2,000,000
Accumulated share in net income:
Balance at beginning of year 10,827,982 4,665,905
Share in net income 26,089,588 6,162,077
Balance at end of year 36,917,570 10,827,982

P 38917,570 P 12,827,982
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On February 15, 1992, the Parent Company entered into a joint venture agreement with
the Armed Forces of the Philippines Retirement and Separation Benefits System

(AFPRSBS) to form BRADCO, a joint venture. The Parent Company and AFPRSBS
each owns 50% interest in the joint venture.

Pursuant to the JV Agreement, the Parent Company and BRADCO entered into a
construction agreement whereby the Parent Company undertook the construction of a
building intended to be held for lease. The construction of the building was completed
in 2015 with the accumulated costs totaling P38.6 million recognized as part of Buildings
and improvements under Investment Properties account in the consolidated statements
of financial position (see Note 15).

There are no significant risks, commitments, or contingencies related to the Group’s
interests in BRADCO during the reporting periods.

b  ABCC

On December 23, 2010, the Parent Company, WHI and Alphaland Development, Inc.
(ADI) entered in a MOA whereby the Parent Company, WHI and ADI agreed to transfer
certain parcels of land located in ABP in exchange for shares of stock of ABCC, the

joint venture entity. While the increase in authorized capital stock of ABCC is pending
approval by the SEC, the Parent Company agreed to transfer 96,751 square meters of land.
Relative to this, the Parent Company recognized investment in ABCC, under a deed of
assignment, representing the parcels of land contributed at the time of investment and
accounted for as an investment in a joint venture.

Further, the Parent Company and WHI agreed to contribute additional parcels of land
to ABCC in exchange for additional shares of stock upon transfer of ownership and
control of the subject parcels of land from PRA to the Parent Company and WHI.

Likewise in 2010, the Parent Company agreed, through the MOA, to receive
noninterest-bearing advances amounting to P1,000.0 million from ADI in consideration
of which the Parent Company agreed to assign all its rights and interest on certain
number of common shares to be issued by ABCC to the Parent Company so as to arrive
at the agreed ownership structure of ABCC. Since then, the assignhment has been put on
hold pending the performance of certain conditions under the MOA. These advances are
presented as Advances from a Co-joint Venturer account in the 2019 consolidated
statement of financial position.

In 2018, the Parent Company, along with WHI and ABCC, entered into a Settlement
Agreement (SA) with ADI regarding their JV Agreement, and all disputes related thereto,
in relation to the development of the Alphaland Bay City project located in Aseana City.
Under the SA, the parties have agreed to terminate, rescind or otherwise cancel the

JV Agreement, and waive and release any and all rights or interests they, or may have
arising therefrom subject to certain conditions.
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Also in 2018, the Parent Company entered into a Consideration Agreement (CA) with
certain third parties whereby one of the performance obligations of the Parent Company,
together with WHI, in exchange for the Parent Company’s non-refundable cash
consideration is to transfer their rights provided for under a certain JV Agreement,
through giving their consent in favor of the third parties to be able to acquire from ADI
certain parcels of land contributed by ADI to the joint venture. The related performance
obligation was accordingly satisfied by the Parent Company in 2018. The same
Consideration Agreement also requires a second performance obligation in exchange for
another cash consideration whereby the Parent Company shall provide specific guidelines,
review the compliance and undertake related activities thereto, in favor of the third parties
with respect to its development project design on the parcels of land purchased by one of
the third parties from ADI in Aseana City. The second performance obligation is to be
satisfied over time from January to August 2019. Subject to the foregoing certain terms
and conditions governing the transfer of such rights to the third parties and their ability to
take full and unrestricted control over the development of the parcels of land, the Parent
Company is entitled to consideration totaling P2,050.0 million collectible in two years.

The non-refundable portion amounting to P1,200.0 million was received by the Parent
Company in 2018 as the consideration for the consent given by the Parent Company and
the remaining P850.0 million was received by the Parent Company in 2019 as completion
of the second performance obligation. These are included as part of Other income account
in the 2019 and 2018 consolidated statements of profit or loss, respectively (see Note 22.4).

As part of the termination of the JV Agreement, the parties agreed to withdraw their
earlier request for a tax free ruling from the BIR on the property contributions for shares
in ABCC and to petition the SEC to cancel its approval of the increase in capital stock of
ABCC in 2012. The approval by the SEC was obtained on December 18, 2018 whereby
it ordered ABCC’s capital stock to be corrected.

Management, in consultation with its external legal counsel, is of the opinion that the
cancellation of the aforementioned SEC’s approval on the increase in capital stock of
ABCC should be accounted for retrospectively. Consequently, the Group restated its
investment in ABCC in 2018 to recognize such investment amounting to P127.1 million,
which is equivalent to the previous carrying value of its parcels of land amounting

to P163.3 million, net of P36.2 million cumulative share in net losses of ABCC

(see Note 29.5). Furthermore, the Group classified the same asset, which is lower than
its fair value less cost to terminate, under the Investment in Joint Venture Held for
Termination account as of December 31, 2018 as the Group intended to recover the
foregoing investment in ABCC held for termination through the receipt of the previously
contributed investment property within one year from the end of 2018, subject to the
fulfillment of the conditions as set forth in the SA by 2019.

Pursuant to the fulfillment of the conditions in 2019 as set forth in the SA and receipt

of the previously contributed investment property, the Group reclassified the Investment
in Joint Venture Held for Termination account to Investment Properties account in the
same year (see Note 15). A portion of the Investment in Joint Venture Held for
Termination account amounting to P10,000 was reclassified also to Investment in
Subsidiaries representing the 100% ownership of the Group in ABCC and was eliminated
during consolidation in 2019.
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In 2020, the Group reversed the advances from ADI amounting to P1,000.0 million
upon completion of all administrative matters relating to the CA and SA in 2020 and
prescription. Management, in consultation with its legal counsel, believes that full
restitution of ADI was already served and no further claims against DMWAI under the
JV Agreement is expected. The reversal of such advances is presented as Other Income
in the 2020 consolidated statement of profit or loss (see Note 22.4).

13.4 Acquisition of Assets

On October 1, 2020, ARHC acquired 100% equity ownership interest in LBDC. Also on
December 9, 2016, AHI acquired 100% equity ownership interest in 58 Jupiter. LBDC
and 58 Jupiter hold investment properties representing land and building (see Note 15).

In accordance with the Group’s policy (see Note 2.17), the transactions are accounted
by the Group as asset acquisitions since the transactions do not constitute a business
combination. The purchase price upon acquisition amounting to P630.0 million for
LBDC and P160.0 million for 58 Jupiter, were allocated among the asset and liability
accounts based on their relative fair values in their applicable periods.

Subsequent to the date of acquisition, any changes in the carrying value of the net assets
acquired in the books of LBDC and 58 Jupiter arising from its own operations shall be
updated and accounted for in the books of the Group on a line-by-line basis, as if they are
consolidated into a single entity. The registered office of LBDC, which is also its
principal place of business, is located in Makati City. The registered office of 58 Jupiter is
located in Escolta, Manila while its principal place of business is in Makati City.

13.5 Noncontrolling Interests

Noncontrolling interests pertain to the 37.8%, 44.6%, 19.0%, 33.0%, 44.0%, 4.0% and
40.0% equity ownership of minority stockholders in FRDC, R-1, MLCI, AI'TPI, SBRI,
ARESM and BAHI. The selected financial information (before inter-company
eliminations) of BAHI, which is considered the only material NCI, is shown below.

2020 2019
Current assets P 381,595,708 P 1,788,984,895
Non-current assets 5,660,135,683 5,660,135,683
Total assets P 6,041,731,391 P 7,449,120,578
Current liabilities P 4,030,728,485 P 5,040,078,849
Non-current liabilities 69,163,577 55,003,041
Total liabilities P 4,099,892,062 P 5,095,081,890
Equity P 1,941,839,329 P _2,354,038,688
NCI in equity P 578,212,355 P__ 543,074,537

Net income attributable to equity holders P 122,938,457 P 1,806,597,429

Net income (loss) allocated to NCI )i 35,137,817 (P 126,486,204)
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The principal place of business of BAHI is located at 15" Floot, Aseana 3 Building,
D. Macapagal Blvd corner Asean Ave., Brgy. Tambo, Parafiaque City.

Management determined that the difference between the respective equity ownership of
minority stockholders over the equity of the aforementioned subsidiaries and the amount
of NCI recognized in the consolidated statements of financial position is not material to
the consolidated financial statements.
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The gross carrying amounts and the accumulated depreciation and amortization of property and equipment at the beginning and end
of 2020 and 2019 are shown below.

December 31, 2020
Cost
Accumulated depreciation
and amorttization

Net carrying amount

December 31, 2019
Cost
Accumulated depreciation
and amortization

Net carrying amount
January 1, 2019

Cost

Accumulated depreciation

and amortization

Net carrying amount

Land

Land

Leasehold

Improvements Improvements

P 9291,800 P 4034354 P 37,831,686

30,853,552)

Machinery
and Furniture Building
Construction Transportation and Office Other and
Equipment _Equipment _Equipment Equipment Improvements Total
P 473,082,079 P 52,052,629 P 159,260,525 P 14,244,402 P 239,649,209 P 989,446,684

(_428,654,198) (__40,766,854) (__77,808,868) (__14.060,405) (__23.964.921) (_619.279.881)

- (

P 9,291,800 P 863,271

3,171,083) (

P 9291,800 P 4034354 P

- (

2,906,319) (

P 6,978,134

37,831,686

26,344.443)

P 44427881 P 11,285,775 P 81,451,657 P __ 183,997 P 215,684,288 P370,166,803

P 467,104,401 P 48,127,629 P 157,605,672 P 14,244,402 P 239,649,209 P 977,889,153

(_389,301,114) (__37472421) (__49,708981) (__14,038,209 ) (__15,976,614) (_535,748.,101)

P_9291800 P

1,128,035

P

11,487,243

P 77,803,287 P 10,655,208 P 107,896,691 P 206,193 P223,672,595 P442,141,052

P 9,291,800 P

- (

4,034,354

2,641,557) (

P

36,447,238

20,668,782)

P437985422 P 44372,629 P 37,711,745 P 14244402 P - P 584,087,590

(_351,706,232) (__34,804,802) (__29,736,852) (__13,871,780) - (_453,430,005)

P_9291800 P

1,392,797

P

15,778,456

P 86,279,190 P_ 9,567,827 P 7,974,893 P 372,622 P - P130,657,585
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A reconciliation of the carrying amounts at the beginning and end of 2020 and 2019 of property and equipment is shown below.

Machinery
and Furniture Building
Land Leasehold  Construction Transportation and Office Other and
Land Improvements Improvements _Equipment  Equipment _Equipment  _Equipment Improvements Total

Balance at January 1, 2020,

net of accumulated depreciation

and amortization P 9291800 P 1,128,035 P 11,487,243 P 77,803,287 P 10,655,208 P 107,896,691 P 206,193 P 223,672,595 P442,141,052
Additions - - - 5,977,678 3,925,000 1,654,853 - - 11,557,531
Depreciation and amortization

charges for the year - ( 264.764) ( 4,509,109) (__39.353.084) (__3,294,433) (__28,099.887) ( 22,196) (___7,988,307) (__83,531,780)

Balance at December 31, 2020,
net of accumulated depreciation
and amortization P 9291800 P 863,271 P 6,978,134 P 44,427,881

Balance at January 1, 2019,
net of accumulated depreciation

P 11,285,775 P 81,451,657 P__ 183,997 P 215,684,288 P370,166,803

and amortization P 9291800 P 1,392,797 P 15,778,456 P 86,279,190 P 9,567,827 P 7974893 P 372622 P - P 130,657,585
Additions - - 1,384,448 29,118,979 3,755,000 119,893,927 - - 154,152,354
Reclassification from investment

properties [see Notes 3.1(e) and 15] - - - - - - - 231,660,902 231,660,902
Depreciation and amortization

charges for the year - ( 264.762) ( 5.675,661) (__37,594,882) (___2,667.619) (__19,972,129) ( 166,429) (___7.988,307) (___74,329.789)

Balance at December 31, 2019,
net of accumulated depreciation
and amortization

P_9291800 P 1,128,035 P 11,487,243 P 77,803,287

P 10,655,208 P 107,896,691 P 206,193 P 223,672,595 P442,141,052
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As of December 31, 2020, and 2019, fully depreciated assets with original costs amounting
to P340.2 million are still being used in operations.

The amount of depreciation and amortization is allocated as follows:

Notes 2020 2019 2018
Cost of construction contracts 211 P 124,169 P 1,407,880 P 14,464,456
Capitalized as part of land and
land development costs 2.5(a) 39,270,880 36,145,587 14,588,572
General and administrative
expenses 23 44,136,731 36,776,322 14,076,866
P 83,531,780 P 74329789 P 43129.894

The management believes that the carrying amount of property and equipment is
recoverable in full; hence, no impairment loss is recognized in 2020, 2019 and 2018.

INVESTMENT PROPERTIES

The carrying amount of this account is composed of the following:

Notes 2020 2019
Investment properties — net P15,386,931,236 P 12,414,489,719
Right-of-use asset — net 2.18(a)(1),
16.1 152,548,532 158,198,478

P15,539,479,768 P 12,572,688,197

The gross carrying amounts and the accumulated depreciation of investment properties
(except Right-of-use assets, see Note 16.1) at the beginning and end of 2020 and 2019 are

shown below.

December 31, 2020
Cost
Accumulated depreciation

Net carrying amount
December 31, 2019
Cost

Accumulated depreciation

Net carrying amount

January 1, 2019
Cost
Accumulated depreciation

Net carrying amount

Building and Condominium  Construction in
Land Improvements Units Progress Total
P 9,904,289,891 P 2797,681,966 P 25,228,650 P 3,309,920,402 P 16,037,120,909
- ( 644,663,943) ( 5,525,730) - ( 650,189,673 )

P_9,904,289,891

P 8,867,542,310

(

P 2,153,018,023

Sty Sy e

P 2,797,479,316
541,754,063) (

P 19,702,920

P 25228650
4,516,584)

P_3,309,920,402

P 1,270,510,090

P 15,386,931,236

P 12,960,760,366
(___ 546270,647 )

P 8,867,542,310

P 2,255725,253

P 20,712,066

P_1,270,510,090

P 12,414,489,719

P 8,720,243,460

(

P 2,989,677,001
445344.411) (

P 25,228,650
3,507,438)

P 162,085,268

P 11,897,234,379
(___ 448851,849)

P 8,720,243,460

P 2,544,332,590

P 21,721,212

P 162,085,268

P 11,448,382,530
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The reconciliation of the carrying amounts of investment properties (except Right-of-use
Assets, see Note 16.1) at the beginning and end of 2020 and 2019 is shown below.

Building and Condominium  Construction in
Land Improvements Units Progress Total

Balance at January 1, 2020,

net of accumulated

depreciation P 8,867,542,310 P 2,255725253 P 20,712,066 P 1,270,510,090 P 12,414,489,719
Additions 406,747,581 202,650 - 2,039,410,312 2,446,360,543
Asset acquisition (see Note 13.4) 630,000,000 - - - 630,000,000
Depreciation charges for the year - ( 102,909,880) ( 1,009,146) - ( 103,919,026 )
Balance at December 31, 2020,

net of accumulated

depreciation P 9,904,289,891 P 2,153,018,023 P 19,702,920 P_3,309,920,402 P 15,386,931,236
Balance at January 1, 2019,

net of accumulated

depreciation P 8,720,243,460 P 2544332590 P 21,721,212 P 162,085,268 P 11,448,382,530
Additions 150,263,640 3,274,693 - 1,152,601,653 1,306,139,986
Reclassification to property

and equipment (see Note 14) - ( 231,660,902) - - ( 231,660,902 )
Reclassification of land to property

development costs (see Note 10)  ( 397,831,294) - - - ( 397,831,294 )
Reclassification from

raw land (see Note 11) 231,572,755 - - - 231,572,755
Reclassification of land

from investment in JV

held for termination to

investment property (see Note 13.2) 163,293,749 - - - 163,293,749
Reclassification from CIP to

building and improvements - 44,176,831 - ( 44,176,831) -
Depreciation charges for the year - ( 104,397,959) ( 1,009,146) - ( 105,407,105 )
Balance at December 31, 2019,

net of accumulated D 8,867,542,310 P 2255725253 P 20,712,066 P 1,270,510,090 P 12,414,489,719

The amount of depreciation is allocated as follows:

Notes 2020 2019 2018
Cost of rentals 21.2 P 102,909,880 P 102,187,258 P 103,185,483
General and administrative
expenses 23 1,009,146 3,219,847 2,900,382
15 P 103,919,026 P_ 105,407,105 P_ 106,085,865

a) Building and Improvements

Building and improvements include the building of 58 Jupiter amounting to P2.9 million
arising from the asset acquisition by AHI (see Note 13.4).

The Group received certain condominium unit with parking lots valued at P23.7 million as
a result of a deed of exchange in 2015 (see Note 28.1). The remaining estimated useful life
of these assets approximates to those applied in depreciating similar type of assets.

Construction in progress account also includes capitalized borrowing costs from
interest-bearing loans obtained specifically to finance the construction amounting
P28.3 million in 2018 (nil in 2020 and 2019), at a capitalization rate of 3.0% to 5.3% in
2018 (see Note 18).
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b) Land

In 2019, the Group reclassified certain parcels of land which were previously presented
under Land and Land Development Costs to Investment Properties amounting to
P231.6 million (see Notes 11 and 31). The reclassification resulted from the change in
management use evidenced by rentals for the parcels of land in 2019.

Similarly, in 2019, the land under the Investment in Joint Venture Held for Termination in
prior years amounting to P163.3 million relating to the Parent Company’s investment in
ABCC was reclassified back to investment property [see Note 13.2(b)]. A reclassification
was also made from Investment Properties to Property Development Costs amounting to
P397.9 million in 2019 as such land will be developed for the Group’s other residential
projects (see Note 10.1).

Land also include the property owned by 58 Jupiter and LBDC amounting to
P153.4 million and P630.0 million, respectively, acquired through and accounted for
under asset acquisition (see Note 13.4).

¢) Other Information

Land and building rental revenues recognized from investment properties amounted to
P1,787.6 million, P1,772.5 million, and P1,727.4 million in 2020, 2019 and 2018,
respectively, and are shown as part of Rentals under Revenues account in the consolidated
statements of profit or loss. Costs incurred related to investment properties, including the
depreciation, are presented as Rentals under Costs of Services and Sales account in the
consolidated statements of profit or loss (see Note 21.2).

The fair value of investment properties amounted to P129,863.2 million and
P124,750.1 million as of December 31, 2020 and 2019, respectively (see Note 7.4).

Management believes that the carrying amounts of investment properties are recoverable
in full; hence, no impairment loss is recognized in 2020, 2019 and 2018.

Certain investment properties with carrying amount of P301.5 million as of December 31,
2020 and 2019 are used as collateral for certain loans with local banks (see Note 18).

LEASES

The Group leases certain parcels of land from WHI (see Note 26.3) where the Group’s
investment property is situated. Such lease has original term of 30 years and subject to
escalation rate of 3% and enforceable renewal/extension options. The lease with WHI is
reflected on the 2020 and 2019 consolidated statements of financial position as a
right-of-use asset under Investment Properties [see Notes 2.18(a)(i) and 15] and a lease

liability.
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The lease generally imposes a restriction that, unless there is a contractual right for the
Group to sublet the asset to another party, the right-of-use asset can only be used by the
Group. A lease is either non-cancellable or may only be cancelled by incurring a substantive
termination fee. The Group is prohibited from selling or pledging the underlying leased
assets as security. Further, the Group must insure the leased assets and incur maintenance
fees on such items in accordance with the lease contract.

16.1 Right-of-use Asset

The carrying amount of the Group’s right-of-use asset as at December 31, 2020 and the
movements during the period are shown below (see Note 15).

2020 2019
Balance at beginning of year P 158,198,478 P 163,848,424
Amortization ( 5,649,946) ( 5,649.,9406)
Balance at end of year P 152,548,532 P_ 158,198,478

Amortization of the Group’s right-of-use asset is presented in the 2020 and 2019
consolidated statements of profit or loss as part of Cost of Rentals (see Note 21.2).

16.2 Lease Liability

The lease liability is secured by the related underlying assets. Such liability is presented
in the consolidated statements of financial position as at December 31 as follows:

2020 2019
Current P 11,282,400 P 11,282,400
Non-current 154,244,514 153,101,312

P 165,526,914 P 164,383,712

Interest expense in relation to lease liabilities amounted to P12.4 million and
P11.3 million in 2020 and 2019, respectively, and is presented as part of Finance Costs
in the 2020 and 2019 consolidated statements of profit or loss (see Note 22.1).

The movements in the lease liability recognized in the 2020 and 2019 consolidated
statements of financial position are as follows:

2020 2019
Balance at beginning of year P 164,383,712 P 163,848,424
Interest accretion 12,425,602 11,299,906
Lease payments ( 11,282,400) ( 10,764.618)
Balance at end of year P 165,526,914 P 164,383,712

The use of extension and termination options gives the Group added flexibility in the
event it has identified more suitable premises in terms of cost and/or location or
determined that it is advantageous to remain in a location beyond the original lease
term. An option is only exercised when consistent with the Group’s business strategy
and the economic benefits of exercising the option exceeds the expected overall cost.
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However, the Group is not potentially exposed to future cash outflows relating to its
existing lease with WHI as it does not require any termination fee and similarly has no
advance rentals or lease deposit that would be forfeited in case of termination.

As of December 31, 2020 and 2019, the Group has no commitments for leases
(as lessee) entered into but which had not commenced.

Management believes that the aggregated presentation of the maturity analysis of lease
liabilities as an alternative to a yearly maturity analysis for the first five years prescribed
under PFRS will not result in any significant impact to the disclosures in the
consolidated financial statements as the existing sole lease agreement is with the
ultimate parent company and the total outstanding lease liability as of December 31,
2020 and 2019 is less than 2% of the consolidated total liabilities as of such dates. The
undiscounted maturity analysis of lease liability as at December 31, 2020 and 2019 are

as follows:

1to 15 16 to 29
Years years Total
December 31, 2020
Lease payment P 204,409,891 P 227,182,406 P 431,592,297
Finance charge ( 184,992,124) ( 81,073,259) ( 266,065,383 )
Net present values P 19,417,767 P 146,109,147 P 165,526,914
December 31, 2019
Lease payment P 199,787,631 P 243,087,065 P 442,874,696
Finance charge ( 186,214,022) ( 92,276,962) ( 278,490,984)
Net present values P 13,573,609 P_ 150,810,103 P 164,383,712

16.3 Other Information

The Group has elected not to recognize a lease liability for any applicable low value assets
and short-term leases. Payments made under such leases are expensed on straight-line basis.

Consequently, low value leases amounting to P0.7 million and P0.2 million, respectively is
presented as part of Others under General and Administrative account in the 2020 and 2019
consolidated statements of profit or loss (see Note 23). On the other hand, the Group has

no short-term leases.
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OTHER NON-CURRENT ASSETS

This account includes the following:

Notes 2020 2019
Advances to suppliers 9.2 P 579,018,623 P 814,408,025
Project advances 17.3 116,964,427 106,181,626
Deposits for future investment 17.1 54,026,935 54,026,935
Financial assets at FVOCI 17.2 49,670,827 75,876,143
Refundable deposits 17.4 30,313,000 47,362,548
Contract acquisition costs 3.2(1) 5,503,473 5,503,473
Others 9,108,911 2,687,616

P 844,606,196 P 1,106,046,366

17.1 Deposits for Future Investment

Included in the deposits for future investment as of December 31, 2020 and 2019 are
deposits totaling to P40.3 million made by the Group to acquire certain properties. While
the title of the properties are not yet transferred to the Group, management remains
committed to purchase the properties as of December 31, 2020 and 2019.

This account also includes deposits made by the Group to third party landowners of
certain parcels of land located in Romblon under a joint agreement to develop the
property. The Group is entitled to an irrevocable and exclusive option to purchase the
property from the landowners. In case the Group exercises the said option, the total
amount from which the landowners have received the deposits shall form part of the
total purchase price; otherwise, whatever amount of deposits received by the landowners
shall be forfeited in favor of the latter. The Group remains committed under the joint
agreement. As of December 31, 2020 and 2019, the deposits made by the Group
amounted to P13.7 million.

17.2 Financial Assets at Fair Value Through Other Comprehensive Income

The reconciliation of the carrying amounts of financial assets at FVOCI is as follows:

Note 2020 2019
Balance at beginning of year P 75,876,143 P 74,755,905
Unrealized fair value gains (losses) — 28.2 ( 26,205,316) 1,120,238
Balance at end of year P 49,670,827 P 75,876,143

Financial assets at FVOCI consist of investment in golf club shares and certain unquoted
equity securities. The Group used Level 2 and 3 in determining the fair value of
Financial assets at FVOCI (see Note 7.2).

Fair value gains and losses recognized on these Financial assets at FVOCI are shown as
part of Other Comprehensive Income (Loss) in the consolidated statements of
comprehensive income which formed part of the balance of revaluation reserves on
financial assets at FVOCI presented as part of Revaluation Reserves under the equity
section of the consolidated statements of financial position (see Note 28.2).
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17.3 Project Advances

Project advances significantly pertain to a Contract of Reclamation entered into in prior
years with the City of Mandaue, Cebu. In 2018, the Construction Industry Arbitration
Commission issued the Writ of Execution ordering the City of Mandaue to honor the
Contract of Reclamation, and the parties to comply with their reciprocal obligations
therein, without prejudice to the parties agreeing to alternative reclamation sites to avoid
further delay in the implementation of the contract.

The Group may opt to be paid either in the form of land or cash proceeds from the
sale of land to be reclaimed. As of December 31, 2020 and 2019, the project has not
commenced but the Group has assessed that the amount of project advances collectible
in the form of land is recoverable in full.

There are other projects with similar nature and circumstances (i.e., feasibility and/or
pre-development stages) with the Philippine government and other counterparties, of
which management has assessed that the related project advances remain recoverable as

of December 31, 2020 and 2019.

17.4 Refundable Deposits

Refundable deposits significantly include deposits, which are perpetual in nature, made to

power and water distribution companies pursuant to the supply needs of the Group’s existing

and on-going projects in Aseana City.

LOANS AND BORROWINGS

The Group’s short-term and long-term loans and borrowings are classified in the
consolidated statements of financial position as follows:

2020 2019
Current P 1,114,670,000 P 114,670,000
Non-current 282,350,000 397,050,000

P 1,397,020,000 P 511,720,000

The Group obtained bank loans to support its working capital requirements, financing and
investing activities, which include the Group’s construction and development of certain
investment properties (see Note 15). In 2020, the Group also obtained short-term loans
to finance the acquisition of LBDC (see Note 13.4).

Bank loans represent partially secured and unsecured loans from local commercial banks.
These loans bear annual interest rates ranging from 2.25% to 5.75% per annum, 3.60% to
0.25% per annum and 3.60% to 5.75%per annum in 2020, 2019 and 2018, respectively,
and are subject to monthly repricing based on prevailing market rate, except for certain
long-term bank loans that are subject to fixed rate. Bank loans have maturity of six
months from the end of each reporting period while other portion of the loans have
quarterly payments over a period of seven years starting in the second year from initial
loan release with two years grace period.
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Certain bank loans are partially secured by investment properties amounting to
P301.5 million, and land and land development costs amounting to P44.2 million both
as of December 31, 2020 and 2019 (see Notes 11 and 15).

The reconciliation of the carrying amounts of the Group’s loans and borrowings arising
from financing activities is shown below.

2020 2019
Balance at beginning of year P 511,720,000 P 1,928,920,000
Additional borrowings 1,000,000,000 -
Repayments (___114,700,000) (__1,417,200,000)
Balance at end of year P 1,397,020,000 P 511,720,000

In 2020, 2019, and 2018, interest costs related to bank loans amounted to P23.6 million,
P82.2 million, and P64.5 million, respectively, and were recognized as part of Interest

expense under Finance costs account in the consolidated statements of profit or
loss (see Note 22.1).

On the other hand, capitalized borrowing costs in 2018 amounted to P28.3 million

(see Note 15). There was no capitalized borrowing costs in 2020 and 2019 as management
assessed that the amount of interest capitalizable from the outstanding general borrowings
is not significant to the consolidated financial statements.

There is no unpaid interest related to bank loans as of December 31, 2020 and 2019.

Except as disclosed in Note 30, the Group has no significant loan covenants as of
December 31, 2020 and 2019.

TRADE AND OTHER PAYABLES

This account consists of the following:

Note 2020 2019
Deferred output VAT payable P 682,122,394 P 515,329,381
Trade payables 26.7 403,109,987 204,421,304
Retention payable 300,391,327 159,328,216
Accrued expenses 194,878,351 229,829,333
Other payables 152,452,510 86,668,254

P 1,732,954,569 P 1,195,576,488

Deferred output VAT payable relates to outstanding receivables from construction
contracts and sale of land as of the end of the reporting periods.

Retention payable represent a portion of progress billings received from third party
contractors for the construction work performed which is retained by the Group to bind
the contractors in completing the agreed performance obligation.
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Other payables include withholding taxes on compensation, expanded withholding taxes
and other statutory liabilities that are expected to be settled within 12 months from the
end of each reporting period.

DEPOSITS AND ADVANCES

This account consists of:

Notes 2020 2019
Current:
Reservation deposits 2.16(c) P 577,863,090 P 598,874,586
Advance rentals 228,663,931 386,094,175
Rental deposits 50,041,094 46,376,641
Construction bond 9.3 48,837,148 51,053,388
Unearned rent income 12,007,782 8,484,087
Buyers’ deposits 2.16(a) 1,009,196 1,009,196
Others 3,219,323 5,381,949

921,641,564 1,097,274,022

Non-current:

Rental deposits 210,654,440 217,053,912
Retention payable 132,362,000 97,644,206
Advance rentals 63,308,956 66,323,127
Unearned rent income 61,178,807 65,758,541
Buyers’ deposits 2.16(a) 5,827,833 5,827,833

473,332,036 452,607,619

P 1,394,973,600 P 1,549,881,641

Advance rentals pertain to payments received from tenants to be applied on future rentals
due on the lease of the Group’s properties held under operating lease agreements. For
income tax purposes, advance rentals are considered as part of taxable income upon
receipt, less initial direct costs incurred by the Group in negotiating and arranging the
specific operating lease, which shall be amortized over the same term as that of the
advance rentals (see Note 25).

Unearned rent income resulted from the recognition of day-one gain on discounting of
rental deposits, which are amortized over the remaining lease term.

Buyers’ deposits represent advances received from customers for real estate land to be
sold. Buyers’ deposits will be applied against the receivables from customers upon
consummation of sale.
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COSTS OF SERVICES AND SALES

21.1 Cost of Construction Contracts

The details of cost of construction contracts are shown below.

Notes 2020 2019 2018
Subcontract services 26.8 P 15,066,514 P 28,044,714 P 30,723,774
Construction materials 1,017,919 15,190,908 13,246,474
Depreciation and
amortization 14 124,169 1,407,880 14,464,456
Salaries and employee
benefits 241 116,479 555,572 1,868,051
Gasoline and oil 47,757 702,373 1,206,026
23 P__ 16,372,838 P 45901447 P 61,508,781

21.2 Cost of Rentals

The following are the details of direct costs and expenses of rentals, including common

usage and service area charges:

Notes 2020 2019 2018

Depreciation 15, 16.1 P 108,559,826 P 107,837,204 P 103,185,483
Real property tax 43,497,150 45,824,623 23,209,168
Outside services 26,180,808 31,298,846 26,249,185
Utilities 21,028,714 29,482,200 16,435,443
Repairs and maintenance 8,017,840 13,390,266 17,498,386
Professional fees 9,808,005 9,985,598 7,659,353
Office supplies 9,710,261 13,357,723 8,631,715
Others 10,481,220 16,024,982 9,492,510

23 P 237,283,824 P 267201442 P 212,361,243

Others includes cost of janitorial services, garbage fees and other incidental fees.

21.3 Cost of Sale of Condominium Units

The following are the details of direct costs and expenses of condominium units sold:

Notes 2020 2019 2018
Development costs P 340,989,767 P 253,420,496 P 60,377,372
Land cost 23 44,704,517 40,754,932 8,292,309
Others 23,779,205 20,285,628 4,206,037
10.1, 23 P 409,473,489 P 314,461,056 P__ 72875718

Development costs pertain to work done by third party contractors relating to planning,
design, architectural, and construction of the condominium units.

Others include permits and licenses, development charges, surveying, monumenting and

titling fees.
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22. OTHER OPERATING AND NON-OPERATING INCOME (CHARGES)
Presented below are the details of other income (charges).

22.1 Finance Costs

Notes 2020 2019 2018
Interest expense:
Bank loans 18 P 23,602,439 P 82227742 P 64,529,725
Lease liability 16.2 12,425,602 11,299,906 -
Retirement benefit
obligation 24.2 181,521 2,070,529 1,875,261
Foreign currency loss 1,294,536 177,894 -
37,504,098 95,776,071 66,404,986
Others 3,557,623 2,748,896 3,446,556

P 41,061,721 P 98524967 P 69,851,542

22.2 Finance Income

Notes 2020 2019 2018
Interest income 8,12 P 88,678,484 P 296,920,773 P = 606,668,597
Fair value gain on financial
assets at FVIPL 12 2,790,000 417,500 -
Foreign currency gain - - 2,854,408

P 91,468,484 P 297338273 P 69,523,005

22.3 Other Operating Income

Notes 2020 2019 2018

Income from rendering of

administrative and

other services 26.6 P 34,581,021 P 433482238 P 37,019,684
Reversal of impairment

loss on financial

assets — net 5.2(b), 26 26,943,497 - -
Others 76,547,850 10,907,556 72,504,606

P 138,072,368 P 54,255,794 P 109,524,290

Others also includes sale of air rights, parking fee income, vetting fee and signage rental.

22.4 Other Income

Other income presented in the 2020 consolidated statement of profit or loss pertains to
the income from the derecognition of certain advances from a co-joint venturer, while
other income in 2019 and 2018 pertains to the income recognized from the Consideration
Agreement amounting to P850.0 million in 2019 and P1,200.0 million in 2018

[see Note 13.2(b)].
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OPERATING EXPENSES BY NATURE

The details of operating expenses by nature are shown below.

Notes 2020 2019 2018
P 340,989,767 P 253420496 P 60,377,372

24.1 156,690,815 137,508,259 114,436,104
14, 15,16 153,829,872 149,241,253 134,627,187
147,039,387 130,166,238 93,340,624

213 44,704,517 40,754,932 8,292,309
32,731,210 117,060,351 55,117,782

26.7 32,476,130 33,320,380 26,177,767
31,978,195 38,475,516 31,742,930

26,969,019 29,930,579 139,192,160

24,665,029 36,761,781 29,649,513

22,301,808 34,718,873 21,524,241

18,617,517 24,627,158 18,538,071

26.8 15,066,514 28,044,714 30,723,774
14,927,660 19,951,721 13,418,161

13,547,678 17,379,340 23,242,913

2,916,179 6,172,001 10,347,309

1,963,495 10,028,359 9,527,077

1,017,919 15,190,908 13,246,474

11 - 66,743,881 40,078
5.2(b), 26 - 41,246,758 8,345,199
16.3 82,666,239 66,020,297 47,607,921

P 1,165,098,950

P 1,296,763,795

P 889,514,966

Others include gasoline and oil, postage and communication, bid documents, subsistence,
low value leases and other incidental expenses under the ordinary course of business.

These expenses are classified in the consolidated statements of profit or loss as follows:

Notes 2020 2019 2018
10.1,21.3 P 409,473,489 P 314461,056 P 72,875,718
21.2 237,283,824 267,201,442 212,361,243
211 16,372,838 45,901,447 61,508,781
11 - 66,743,881 40,078
465,582,990 473,632,491 477,827,022

36,385,809 128,823 478 64,902,124

P 1,165,098,950 P 1,296,763,795 P__ 889,514,966
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The details of general and administrative expenses are shown below.

Notes 2020 2019 2018

Salaries and employee

benefits 241 P 156,574,336 P 136,952,687 P 112,568,053
Taxes and licenses 103,542,237 84,341,615 70,131,456
Depreciation and

amortization 14,15, 16 45,145,877 39,996,169 16,977,248
Association dues 26.7 32,476,130 33,320,380 26,177,767
Representation and

entertainment 24,665,029 36,761,781 29,649,513
Professional fees 17,161,014 19,334,981 131,532,807
Office supplies 8,907,256 11,269,435 9,906,356
Outside services 5,797,387 7,176,670 5,493,745
Repairs and maintenance 5,529,838 3,989,074 5,744,527
Bond and insurance 4,446,440 3,926,729 3,925,651
Transportation and travel 2,916,179 6,172,001 10,347,309
Corporate affairs 1,963,495 10,028,359 9,527,077
Utilities 1,273,094 5,236,673 5,088,798
Impairment loss on

financial assets 5.2(b), 26 - 41,246,758 8,345,199
Others 16.3 55,184,678 33,879,179 32,411,516

P 465,582,990

P 473,632,491

P 477,827,022

Others include gasoline and oil, postage and communication, bid documents, subsistence,
low value leases and other incidental expenses under the ordinary course of business.

EMPLOYEE BENEFITS

24.1 Salaries and Employee Benefits Expense

The details of salaries and employee benefits are presented below.

2019

2018

P 135217751

2,290,508

P 112,335,781

2,100,323

Notes 2020
Short-term employee benefits P 153,736,841
Post-employment
defined benefit 24.2 2,953,974
23 P 156,690,815

P 137,508,259

P 114436,104

Salaries and employee benefits are classified and presented in the consolidated

statements of profit or loss as follows:

Notes 2020 2019 2018
Cost of construction contracts  21.1 P 116,479 P 555,572 P 1,868,051
General and administrative
expenses 23 156,574,336 136,952,687 112,568,053

23 P 156,690,815

P 137,508,259

P 114,436,104
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24.2 Post-employment Defined Benefit Obligation

(@)

)

Characteristics of the Post-employment Defined Benefit Plan

The Group is in the process of establishing a non-contributory post-employment
benefit plan that is being administered by a trustee bank that is legally separated from
the Group. The trustee bank manages the fund in coordination with the Group’s
management who acts in the best interest of the plan assets and is responsible for
setting the investment policies. The post-employment plan covers all regular full-time
employees.

The Group conforms to the minimum requirement of Philippine Law wherein it
accrues the estimated cost of retitement benefits required by the provisions of
R.A. No. 7641. R.A. No. 7641 does not, however, require it to be funded.

Explanation of Amounts Presented in the Consolidated Financial Statements

Actuarial valuations are made annually to update the post-employment benefit cost.
All amounts presented are based on the actuarial valuation report obtained from an
independent actuary in 2020, 2019 and 2018.

The amounts of post-employment defined benefit obligation recognized in the
consolidated statements of financial position are determined as follows:

2020 2019
Present value of the obligation P 87,122,610 P 56,916,643
Fair value of plan assets ( 41,857,802) ( 53,419,139)

P 45,264,808 P 3,497,504

The movements in the present value of the post-employment defined benefit
obligation recognized in the books are as follows:

2020 2019

Balance at beginning of year P 56,916,643 P 70,288,717
Current service cost 3,612,921 2,290,508
Interest expense 2,953,974 5,264,625
Actuarial losses (gains)

arising from:

- experience adjustments 17,641,951 ( 28,370,524)

- changes in financial

assumptions 6,456,256 8,435,797

Benefits paid ( 459,134) ( 992,480)

Balance at end of year P 87,122,610 P 56,916,643
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The movements in the fair value of plan assets are presented below.

2020 2019

Balance at beginning of year P 53,419,139 P 42,644,803
Remeasurement gain (loss) -

return on plan assets (excluding

amounts included in net

interest) ( 14,333,790) 7,580,240
Interest income 2,772,453 3,194,096
Balance at end of year P 41857,802 P 53,419,139

Plan assets consists only of the Parent Company’s own financial instruments
(see Note 26.4). The fair value of the equity securities are determined based on quoted
market prices in active markets (classified as Level 1 of the fair value hierarchy).

The components of amounts recognized in the consolidated statements of profit or
loss and in the consolidated statements of comprehensive income in respect of the
post-employment defined benefit plan are as follows:

Notes 2020 2019 2018
Recognized in consolidated
profit or loss:
Current service cost 241 P 2,953,974 P 2,290,508 P 2,100,323
Net interest expense 221 181,521 2,070,529 1,875,261

P 3,135,495 P 4,361,037 P 3,975,584

Recognized in consolidated
other comprebensive income (loss):
Actuarial losses (gains)
arising from:

- experience adjustments P 17,641,950 P (28,370,524) P 6,822,830
- fremeasurement

loss (gain) on plan assets 14,333,790 ( 7,580,240) 24,823,385
- changes in financial

assumptions 6,456,256 8,435,797 ( 6,205,067)

282 P 8,431,996 (P 27,514967) P 25441,148

Current service cost is recognized as part of Salaries and employee benefits under
General and Administrative Expenses account in the consolidated statements of
profit or loss (see Note 24.1). The net interest expense is included as part of Finance
costs under Other Income (Charges) account in the consolidated statements of
profit or loss (see Note 22.1).

Amount recognized in consolidated other comprehensive income (loss) is included
and presented as item that will not be reclassified subsequently to consolidated profit
or loss.
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In determining the amounts of post-employment defined benefit obligation, the
following significant actuarial assumptions were used:

2020 2019
Discount rates 3.96% 5.19%
Expected rate of salary increases 3.00% 3.00%

Assumptions regarding future mortality are based on published statistics and
mortality tables. The average remaining working life of an individual retiring at
the age of 60 is 22.4 years and 22.7 years as of December 31, 2020 and 2019,
respectively, both for males and females. These assumptions were developed by
management with the assistance of an independent actuary. Discount factors are
determined close to the end of each reporting period by reference to the interest
rates of a zero coupon government bond with terms to maturity approximating to
the terms of the post-employment obligation. Other assumptions are based on
current actuarial benchmarks and management’s historical experience.

Risks Associated with the Post-employment Plan

The plan exposes the Group to actuarial risks such as interest rate risk and longevity
and salary risks.

() Investment and Interest Risk

The present value of the defined benefit obligation is calculated using a discount
rate determined by reference to market yields of government bonds. Generally,
a decrease in the interest rate of a reference government bonds will increase the
plan obligation. However, if the return on plan asset falls below this rate, it will
create a deficit in the plan. Currently, the plan has investment in equity securities.
Due to the long-term nature of the plan obligation, a level of continuing equity
investments is an appropriate element of the Company’s long-term strategy to
manage the plan efficiently.

(i) Longevity and Salary Risks

The present value of the defined benefit obligation is calculated by reference to
the best estimate of mortality of the plan participants both during and after their
employment and to their future salaries. Consequently, increases in the life
expectancy and salary of the plan participants will result in an increase in the plan
obligation.

Other Information

The information on the sensitivity analysis for certain significant actuarial assumptions
and the timing and uncertainty of future cash flows related to the post-employment
defined benefit plan are described in the succeeding page.
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() Sensitivity Analysis

The following table summarizes the effects of changes in the significant actuarial
assumptions used in the determination of the post-employment defined benefit
obligation as of December 31, 2020 and 2019:

Impact on Post-employment Defined Benefit Obligation

Change in Increase in Decrease in
Assumption Assumption Assumption
December 31, 2020
Discount rate +/-1.0% @® 5,348,270) P 6,356,443
Salary growth rate +/-1.0% 6,353,780 ( 5,442,472)
December 31, 2019
Discount rate +/-1.0% ® 4,054,228) P 4,789,393
Salary growth rate +/-1.0% 4,849,047 ( 4,170,654 )

The sensitivity analysis is based on a change in an assumption while holding

all other assumptions constant. This analysis may not be representative of the
actual change in the defined benefit obligation as it is unlikely that the change in
assumptions would occur in isolation of one another as some of the assumptions
may be correlated. Furthermore, in presenting the sensitivity analysis, the present
value of the defined benefit obligation has been calculated using the projected unit
credit method at the end of the reporting period, which is the same as that applied
in calculating the defined benefit obligation recognized in the consolidated
statements of financial position.

The methods and types of assumptions used in preparing the sensitivity analysis did
not change compared to the previous years.

(1) Funding Arrangements and Expected Contributions

At the end of the reporting period, the Group has not determined yet the additional
funding of its post-employment defined benefit obligation. While there are no
minimum funding requirement in the country, the size of the underfunding may
pose a cash flow risk in the future when a significant number of employees is
expected to retire.

The maturity profile of undiscounted expected benefit payments in the next
10 years from the plan as of December 31 follows:

2020 2019
Within five years P 49,847,191 P 28,478,782
More than five years to 10 years 11,574,676 13,007,844

P 61,421,867 P 41,486,626

The weighted average duration of the defined benefit obligation at the end of the
reporting period is 6.7 years.
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The components of tax expense (income) reported in the consolidated statements of
profit or loss and consolidated statements of comprehensive income are as follows:

Reported in consolidated profit or loss:
Current tax expense:
Regular corporate
income tax (RCIT) at 30%
Final tax at 20% and 7.5%
Minimum corporate
income tax (MCIT) at 2%

Utilization of excess MCIT over RCIT

Deferred tax expense
relating to origination and
reversal of temporary differences

Reported in consolidated other
comprehensive income (loss) —
Deferred tax expense (income)
relating to remeasurement of
retirement benefit obligation

2020

2019

2018

P 459,891,844

P 965,532,781

P 437,385,496

17,916,299 59,723,260 13,251,558
- 2,814 25033
477,808,143 1,025,258,855 450,662,087
- ( 61.278) -
477,808,143 1,025,197,577 450,662,087
144,681,364 50,035,852 206,856,776

P 622,489,507

P 1,075,233,429

P 657,518,863

P_ 11,529,599) P 8,254,490

(P 7,632,344)

The reconciliation of tax on pretax profit computed at the applicable statutory rates to tax
expense reported in the consolidated statements of profit or loss is as follows:

Tax on pretax profit at 30%
Adjustment for income
subjected to lower tax rates
Tax effects of:
Excess of optional standard deduction
(OSD) over itemized deductions
Non-taxable income
Non-deductible expenses and
other taxable income eliminated
during consolidation
Unrecognized deferred tax on net
operating loss carryover (NOLCO)
and other temporary differences
Applied NOLCO
Applied MCIT
Utilization of previously unrecognized
DTA on NOLCO
Derecognition of deferred tax asset
on expired NOLCO and MCIT

2020

2019

2018

P 836,009,594

P 998,161,184

( 8,503,152) (  29,559,371)

( 174,575,821) ( 447,627912)
( 51,255470) (  60,441,740)

20,090,576 612,064,445
754,166 2,748,326

( 30,386) ( 20,766)

- ( 61,278)

- ( 29,459)

P 773,494,560

( 4,611,353)

( 122,029,220)

( 3,914,058)
9,306,915
4,840,404

( 199,309)

630,924

P 622,489,507

P 1,075,233,429

P 657,518,863
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The net deferred tax liabilities relate to the following as of December 31:

2020 2019
Net deferred tax assets:
Excess deferred gross profit
on sale of condominium units P 193,045,439 P 170,306,215
Commissions ( 1,548,819) -
Allowance for impairment
of receivables 720,275 629,774
Unrealized foreign currency loss 57,244 -
192,274,139 170,935,989
Net deferred tax liabilities:
Accrued rent income based on PFRS 16
(previously PAS 17) ( 1,266,933,803) ( 1,104,421,225)
Advance rentals 86,328,284 134,591,368
Allowance for impairment
on receivables 51,581,482 28,021,475
ROU and lease liabilities 42,030,519 22,720,110
Retirement benefit obligation 35,609,864 22,247 937
Revaluation increment on land ( 5,714,368) ( 5,714,368)
Unrealized foreign currency loss 388,360 293,175
(_1,056,709,662) ( 902,261,528)
Net deferred tax liabilities (P__864,435,523) (P 731,325,539)

Movements in net deferred tax liabilities for the years ended December 31, 2020, 2019 and
2018 are as follows:

Profit or Loss Other Comptrehensive Income (Loss)
2020 2019 2018 2020 2019 2018
Accrued rent income based
on PFRS 16 (previously
PAS 17) P 162,512,578 P 163,184,829 P 215,842,863 P - P - P
Advance rentals 48,263,084 46,681,553 17,161,035 -
Allowance for impairment
of receivables (  23,650,508) (  14,303,027) ( 574,560) -

Excess deferred gross profit on
sale of condominium units ( 22,739,224) ( 122,364,499) (  25,551,237) -

ROU and lease liabilities (  19,310,409) (  22,720,110) - -
Retirement benefit
obligation ( 1,832,328) ( 1,968,796) ( 1,191,699) (  11,529,599) 8,254,490 ( 7,632,344 )
Commissions - net 1,548,819 - - - - -
Unrealized foreign
currency loss ( 160,621) ( 1,177,648) - -
NOLCO ( 49,973) 2,159,164 2,881,604 -
MCIT - 544,386 77,182 -
Deferred gain on sale of land - - 2,670,540 -
Unrealized foreign
currency gains - - 882,128 -

Deferred tax expense
(income) — net P 144,681,364 P 50,035,852 P 206,856,776 (P_11,529,599) P 8,254,490 (P_ 7,632,344 )
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The Group is subject to MCIT which is computed at 2% of gross income, as defined

under the tax regulations or RCIT, whichever is higher. The Group is liable for RCIT
in 2020, 2019 and 2018 since RCIT was higher than MCIT, except for R-1 which was
subjected to MCIT in 2019 and 2018, and ACTTC in 2018.

The Group did not recognize deferred tax assets on NOLCO and MCIT of certain
subsidiaries as management has assessed that those subsidiaries may not be able to realize
their related tax benefits within the prescribed availment period. The total recognized and
unrecognized deferred tax assets relating to NOLCO and MCIT is presented below.

2019
Recognized Unrecognized Recognized Unrecognized
NOLCO P - 6,042,914 P - P 9,327,847
MCIT - 27,847 - 336,851
P - 6,070,761 P - P 9,664,698

The details of NOLCO and MCIT related to the Parent Company’s certain subsidiaries,
which can be claimed as deduction from future taxable income and regular corporate income
tax liabilities, respectively, within three to five years from the year the NOLCO and MCIT
were incurred are shown below. Specifically, NOLCO incurred in 2020 of such subsidiaries
can be claimed as deduction for the next five consecutive taxable years or until 2025 in
accordance with Section 4 of R.A. 11494, Bayanihan to Recover as One Act.

Remaining
Year Incurred Amount Applied Expired Balance Valid Until
NOLCO:
2020 P 1,398,990 P P - P 1,398,990 2025
2019 9,122,820 - 9,122,820 2022
2018 9,621,235 - 9,621,235 2021
2017 12,348,767 ( 12,348,767) -
P 32491812 P (P__12,348,767) P 20,143,045
MCIT:
2019 P 2,814 P P - P 2,814 2022
2018 25,033 - 25,033 2021
2017 370,282 ( 61,278) ( 309,004) -
P 398,129 (P 61,278) (P 309,004) P 27,847

In 2020, 2019 and 2018, the Group claimed itemized deductions in computing its income
tax due, except for the Parent Company and AHI, which opted to claim OSD in 2020,
2019 and 2018; BAHI, which opted to claim OSD in 2020 and 2019; and ARHC, which

opted to claim OSD in 2020.
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25.2 Corporate Recovery and Tax Incentives for Enterprises (CREATE) Bill

As of the date of the issuance of the 2020 consolidated financial statements of the Group,
the CREATE Bill is yet to be enacted into a law. The CREATE Bill aims to lower certain
corporate taxes and rationalize tax incentives given to certain taxpayers. When enacted,
based on the Bicameral Committee’s approved version, the effective regular corporate
income tax rate applicable to the Group from January 1, 2020 to June 30, 2020 and

July 1, 2020 to December 31, 2020 will be 30% and 25% , respectively. Pending the
enactment of the CREATE Bill, the Group used the prevailing regular corporate income
tax rate of 30% as of December 31, 2020 in determining its current and deferred taxes in
its 2020 consolidated financial statements.

If the CREATE Bill is enacted into law before the filing of the annual income tax return
(ITR) by the Parent Company and its subsidiaries, current income tax expense and income
tax payable as presented in the annual I'TR would be lower as compared to the amount
presented in their respective 2020 financial statements. In addition, the recognized net
deferred tax assets and liabilities as of December 31, 2020 would be remeasured at 25% in
their respective 2021 financial statements. This will result in a decline in the recognized net
deferred tax assets and liabilities in 2020 by P32.0 million and P176.1 million, respectively,
and will be charged to 2021 profit or loss, unless it can be recognized in other
comprehensive income as provided in applicable financial reporting standard.

RELATED PARTY TRANSACTIONS

The Group’s related parties include its Ultimate Parent Company, associates, joint venture,
related parties under common ownership and management, stockholders and key
management personnel as described below.

The summary of the Group’s transactions in 2020, 2019 and 2018 with its related parties
and the outstanding balances as of December 31, 2020 and 2019 are presented below and
in the succeeding pages.

Related Party Outstanding Balances Amount of Transactions
Category Note 2020 2019 2020 2019 2018

Ultimate parent company:

Cash advances granted 26.1 P 440,851,531 P 436,680,854 P 4,170,677 P 6,325,443 P 29,930,357

Advances from purchase of land 26.2 ( 3,990,125,069) ( 4,311,708,305) 321,583,236 292,458,713 40,000,000

Transfer of parcels of land 26.10 - - - ( 262,230,400) (  215,909,600)

Cash advances assumed 26.2 ( 42,993,085) - ( 42,993,085) - -

Right-of-use assets 26.3 152,548,532 158,198,478 ( 5,649,946) 158,198,478 -

Lease liability 26.3 ( 165,526,914) ( 164,383,712) ( 1,143,202) (  164,383,712) -

Depreciation 26.3 - - 5,649,946 5,649,946 -

Interest expense 26.3 - - 12,425,602 11,299,906 -
Associates:

Cash advances granted 26.1 7,555,429 7,352,828 202,601 202,398 367,850

Rentals 26.3 - - - - 55,405
Joint venture:

Cash advances granted (collected) — 26.1 37,583,941 44,999,065 ( 7,415,124) ( 51,068,314) 563,814

Construction contracts 26.5 27,673,758 55,570,424 ( 27,896,666) 26,657,431 -

Co-joint venturer -

Cash advances transferred
(obtained) 26.2 - ( 40,026,017) ( 40,026,017) ( 40,026,017) -

Related parties under common
ownership and management:
Cash advances granted

(collected) 26.1 168,244,877 171,615,532 ( 3,370,655) ( 8,140,027 7,484,049
Cash advances paid (obtained) 26.2 - - 28,642,185 7,007,796 ( 6,578,958)
Association dues 26.7 39,439,101 17,428,870 32,476,130 32,618,698 26,177,767
Contracts of services 26.8 - - 15,063,235 26,498,598 28,254,600
Other income 26.6 - . 24,138,804 14,400,000 14,400,000

Rentals 26.3 - - - 58,175 115,795
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Related Party Outstanding Balances Amount of Transactions
Category Note 2020 2019 2020 2019 2018

Stockholders:

Cash advances granted 26.1 97,055,100 84,003,075 13,052,025 9,009,168 22,893,817

Cash advances paid 26.2 - - - - 11,461,396
Key management personnel —

Compensation 26.9 - - 59,771,967 56,202,722 53,507,930
Retirement Fund 26.4 41,857,802 53,419,139  ( 11,561,337) 10,744,336 42,644,803

The outstanding balance of receivables and payables from these transactions are
unsecured, noninterest-bearing and due upon demand, unless otherwise stated.

The Group’s outstanding receivables with related parties were subjected to impairment.
The application of the ECL. methodology and the corresponding movements in the
allowance for ECL relating to the outstanding balances with related parties is fully

disclosed in Note 5.2(b).

26.1 Advances to Related Parties

In the normal course of business, the Group grants unsecured and noninterest-bearing
cash advances to related parties for working capital requirements and other purposes. The
advances have no fixed repayment terms and collectible upon demand.

Certain advances to related parties are secured by an undertaking of another related party
to pay in case of default. These advances are presented as Advances to related parties
under Receivables account in the consolidated statements of financial position

(see Note 9).

2020 2019
Ultimate parent company P 440,851,531 P 436,680,854
Related parties under common
ownership and management 168,244,877 171,615,532
Stockholders 97,055,100 84,003,075
Joint venture 37,583,941 44,999,065
Associates 7,555,429 7,352,828

P 751,290,878 P 744,651,354

The movements in the carrying amount of the advances to related parties in 2020 and 2019
are as follows:

2020 2019
Balance at beginning of year P 744,651,354 P 788,322,686
Additions 31,185,660 376,675,636
Collections ( 24,546,136) ( 420,346,968)

Balance at end of year P 751,290,878 P 744,651,354
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26.2 Advances from and Due to Related Parties

The Group has outstanding amount due to the Ultimate Parent Company representing a
payable for certain land acquired in prior years. The Group also obtains cash advances
from other related parties to assist its daily operational and other requirements. These also
include the portion of advances owed to ADI, which is presented as part of Advances
from a Co-Joint Venturer in the 2019 consolidated statement of financial position. In
2020, the remaining advances owed to ADI amounting to P40.0 million are reclassified as
part of advances from related parties due to the assumption of the liability by the Ultimate
Parent Company.

Advances from and due to related parties, which is presented as current liabilities consist
of:

2020 2019
Ultimate parent company P 4,033,118,154 P 4,311,708,305
Co-joint venturer - 40,026,017

P 4,033,118,154 P 4,351,734,322

Advances from and due to related parties and the portion of advances owed to arise from
and are considered as financing activities. The reconciliation of the carrying amounts of
these accounts with movements during the reporting periods as presented in the
consolidated statements of cash flows is shown below.

2020 2019
Balance at beginning of year P 4,351,734,322 P 4,611,174,814
Repayments ( 318,616,168 ) ( 323,999,539)
Advances assumed due to
consolidation of ABCC - 64,559,047
Balance at end of year P 4,033,118,154 P 4,351,734,322

Outstanding balances with related parties are unsecured, noninterest-bearing, have no
fixed repayment and settlement terms, except as disclosed in Note 5.3, and are presented
as Advances from and Due to Related Parties account in the consolidated statements of
financial position.

26.3 Rentals

The Group leases certain parcels of land and portion of a building to its associates and
other related parties under common ownership and management for terms ranging from
one to 12 years and with annual escalation rate of 2.00%. Rental income from these
transactions amounted to P0.1 million in 2019 and P0.2 million in 2018. There was no

similar transaction in 2020. There were no outstanding receivables from these transactions
as of December 31, 2020 and 2019.
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The Group entered into a lease agreement with the Ultimate Parent Company for certain
parcels of land with lease term of 30 years. In 2019, in accordance with PFRS 16

(see Note 16), the Group recognized right-of-use asset and lease liability amounting to
P163.8 million for this lease arrangement. The Group incurred amortization expense
amounting to P5.6 million both in 2020 and 2019, and interest expense amounting to
P12.4 million and P11.3 million in 2020 and 2019, respectively.

26.4 Transactions with the Retirement Fund

As discussed in Note 24.2, the Group is in the process of establishing a non-contributory
post-employment benefit plan that is being administered by a trustee bank. The quoted
equity securities included in the plan assets pertain to the shares of the Parent Company
measured at its fair value as of December 31, 2020.

26.5 Contract Revenues and Receivables

The Group and BRADCO entered into certain construction contracts in 2016 and prior
years whereby the Group undertook to complete the design and construction of the roads
and drainage system of certain lots situated at ABP. The construction was completed in
2017. The related contract receivable, which is unsecured, noninterest-bearing and payable
in 90 days, amounting to P22.7 million and P50.9 million and retention receivable
amounting to P5.0 million and P4.7 million as of December 31, 2020 and 2019,
respectively, are included as part of Contract receivables and Retention receivables under
Receivables account in the consolidated statements of financial position (see Note 9).

26.6 Other Income from Rendering of Administrative Services

The Group recognized income amounting to P24.1 million in 2020 and P14.4 million in
2019 and 2018 from rendering of various administrative services to its related parties and
are included as part of Other Operating Income account in the consolidated statements of
profit or loss (see Note 22.3). There are no outstanding receivables related to these
transactions.

26.7 Association Dues

The Group incurred association dues amounting to P32.5 million in 2020, P32.6 millon, and
P26.2 million and in 2020, 2019 and 2018, respectively, as member of Aseana Business Park
Estate Association and Aseana Power Station Association, Inc., which are presented as part
of Association dues under General and Administrative Expenses account in the consolidated
statements of profit or loss (see Note 23). Outstanding payables, which are due upon
demand, related to these transactions amounting to P39.4 million and P17.4 million as of
December 31, 2020 and 2019, respectively, are included as part of Trade payables under
Trade and Other Payables account in the consolidated statements of financial position

(see Note 19).
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26.8 Contracts of Services

On October 13, 2010, the Group renewed its contract of services with a certain related
party under common ownership and management. Under such contract, the same related
party will provide consultancy, management and labor services to the Group upon the
latter’s request. Total costs incurred related to these contracts amounted to P15.1 million
P26.5 million, and P28.3 million for the years ended December 31, 2020, 2019 and 2018,
respectively, and are shown as part of Cost of construction contracts under Costs of
Services and Sales account in the consolidated statements of profit or loss (see Note 21.1).
There was no outstanding liability related to this transaction as of December 31, 2020 and
2019.

26.9 Key Management Personnel Compensation

Compensation paid to key management personnel consist of short-term benefits, which
include among others, salaries and allowances, bonuses and other employee benefits
amounting to P59.8 million, P56.2 million, and P53.5 million in 2020, 2019, and 2018,
respectively. There are no outstanding liabilities arising from this transaction.

26.10 Transfer of Land to ARHC

In 2017, the Group purchased certain property from WHI to be used for the Group’s
residential project. The property is presented as part of Property Development Costs
account while the liability, which was noninterest-bearing and due upon demand, was
tully paid in 2019.

EARNINGS PER SHARE

Basic and diluted earnings per share were computed as follows:

2020 2019 2018
Net profit attributable to the equity
shareholders of the Parent Company P 2,130,725,241 P 2,374,037,110 P 1,911,245,490
Divided by weighted average number
of outstanding common shares* 3,395,864,100 3,395,864,100 3,056,277,650
Basic and diluted earnings per share r 0.627 P 0.699 P 0.625

*The Group has no potential dilutive common shares as of December 31, 2020, 2019 and
2018.

EQUITY

28.1 Capital Stock

The Parent Company has an authorized capital stock of P4,000,000,000 divided into

4,000,000,000 shares with a par value of P1 per share, of which 3,395,864,100 shares or
P3,395,864,100 are issued and outstanding as of December 31, 2020 and 2019.
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On March 6, 2018, the Parent Company filed its application with the PSE for the listing
of its common shares, which was approved by the PSE on May 23, 2018. Also on

March 6, 2018, the Parent Company filed a Registration Statement covering the Initial
Public Offering (IPO) of its common shares with the PSE, in accordance with the
provisions of the SEC’s Securities Regulation Code. Pursuant to its filing with the PSE,
on June 29, 2018, the Parent Company issued through the IPO the additional 679,172,800
common shares at P12.00 price per share generating offering proceeds of P8,150.1 million.
The related additional paid-in capital arising from the IPO, after deducting transaction
costs associated with the issuance of shares, amounted to P6,964.6 million. The common
share price closed at P7.6 per share and P9.9 per share as of December 31, 2020 and 2019,
respectively.

In 2015, the Parent Company issued 3,216,910 common shares at par value of
P100.00 per share to a certain individual stockholder pursuant to a deed of exchange
(see Note 15).

On May 14, 2020, the Parent Company’s BOD unanimously approved a P1,000.0 million
buyback program of the Parent Company’s shares through the open market on the PSE
subject to applicable SEC and PSE rules, for a period of two years or upon full utilization
of the appropriated amount, whichever comes first. The Parent Company acknowledges
that the share buyback program shall have an effect on the Parent Company’s Minimum
Public Ownership (MPO), and that it commits to bringing the MPO to the required
percentage within a period of twelve months. As of the date of issuance of the 2020
consolidated financial statements, the SEC is yet to approve the Parent Company’s
buyback program.

As of December 31, 2020, there are 12 holders of the listed common shares owning at
least one board lot of 100 shares. The public float lodged with PCD Nominee is counted
as one stockholder only.

28.2 Revaluation Reserves

The movements of this account in 2020, 2019 and 2018 are as follows:

Retirement
Benefit
Investment Obligation  Financial Assets
Properties (see Notes 24.2 at FVOCI
(see Note 2.25) and 25) (see Note 17.2) Total

Balance as of

January 1, 2020 P 19,047,893 (P 27.491,376) P 299,863 (P 8,143,620)
Remeasurements of

post-employment

defined benefit plan - ( 38,431,990) - ( 38,431,990)
Fair value loss on

financial assets

at FVOCI - - ( 26,205,316) ( 26,205,316)
Other comprehensive

loss before tax - ( 38,431,996) ( 26,205,316) ( 64,637,312)
Tax income - 11,529,599 - 11,529,599
Other comprehensive

loss after tax - ( 26,902,397) ( 26,205,316) ( 53,107,713)

Balance as of

December 31,2020 P 19,047,893 (P__ 54,393,773) (P___25,905,453) (P___ 61,251,333)
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Retirement
Benefit
Investment Obligation Financial Assets
Properties (see Notes 24.2 at FVOCI
(see Note 2.25) and 25) (see Note 17.2) Total

Balance as of

January 1, 2019 P 19,047,893 (P 46,751,853) (P 820,375) (P___28,524,335)
Remeasurements of

post-employment

defined benefit plan - 27,514,967 - 27,514,967
Fair value gain on

financial assets

at FVOCI - - 1,120,238 1,120,238
Other comprehensive

income before tax - 27,514,967 1,120,238 28,635,205
Tax expense - ( 8,254,490) - ( 8,254,490)
Other comprehensive

income after tax - 19,260,477 1,120,238 20,380,715

Balance as of
December 31,2019 P 19,047,893 (P__ 27.491376) P 299,863 P 8,143,620)

Balance as of

January 1, 2018 P 19,047,893 (P__ 28943.049) (P 1,040,020) (P 10,935,176)
Remeasurements of

post-employment

defined benefit plan - ( 25,441,148) - ( 25,441,149)
Fair value gain on

financial assets

at FVOCI - - 219,645 219,645
Other comprehensive

income (loss)

before tax - ( 25,441,148) 219,645 ( 25,221,503)
Tax income - 7,632,344 - 7,632,344
Other comprehensive
income (loss) after tax - ( 17,808,804) 219,645 ( 17,589,159)

Balance as of
December 31,2018 P 19,047,893 (P__ 46,751,853) (P 820,375) (P 28,524.335)

In 2003, certain parcel of land located in Quezon City, classified as property and equipment,
was appraised by independent appraisers and resulted in revaluation increment of

P19.0 million. In 2007, upon change of the intention of the management, such parcel of
land was transferred from property and equipment to investment property at the appraised
amount of P30.4 million. As of December 31, 2020, the parcel of land is held by the
management for capital appreciation. The amount of revaluation reserves of the land
remains to be recognized under equity until the land is derecognized.

28.3 Unrestricted Retained Earnings
Under the Philippine Corporation Code (the Code), stock corporations are prohibited

from retaining surplus profits (or retained earnings) in excess of their paid-in capital,
except when justified by any of the reasons mentioned in the Code.
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In meetings held on December 23, 2013 and October 8, 2012, the Parent Company’s
BOD approved the appropriation of the unrestricted retained earnings of the Parent
Company amounting to P500.0 million and P700.0 million, respectively, necessary to cover
the business expansion of the Group as part of its long term corporate strategy. Relative
to this, the Group was able to complete two additional buildings under similar nature and
purpose of its existing investment properties in 2017 and 2018. Also in 2018, the Group
commenced the construction of a new building, which was completed in 2020. As of
December 31, 2020, the Group has two additional ongoing projects for leasing activities,
which are expected to be completed on various dates within 2022 to 2024. Accordingly,
the management has retained the appropriation until the expected completion of the
on-going development of its most recent projects, which shall add to its existing portfolio
of investment properties.

As a matter of policy, stockholders may be entitled to receive, upon declaration by the
Parent Company’s BOD and subject to the availability of unrestricted retained earnings,
dividends equivalent to at least 30% of the prior year’s net income after tax based on the
Parent Company’s audited financial statements as of such year, except when: (i) justified by
definite corporate expansion projects or programs approved by the Parent Company’s
BOD; (if) when the Group is prohibited under any loan agreement with any financial
institution or creditor, whether local or foreign, from declaring dividends without its
consent, and such consent has not been secured; or (iif) when it can be clearly shown that
retention of earnings is necessary under special circumstances obtaining in the Group, such
as when there is a need for special reserves for probable contingencies.

In 2020 and 2019, the Parent Company’s BOD approved the declaration of cash dividends
of P0.047 per share or equivalent to P160.0 million and P0.035 per share or equivalent to
P120.0 million out of its unrestricted retained earnings as of December 31, 2019 and 2018
to stockholders of records as of March 11, 2020 and March 4, 2019, respectively. Such
dividends were fully paid in the same year of declaration.

Also in 2020 and 2019, BAHI’s BOD approved the declaration of cash dividends of
P100 per share and P200 per share to its stockholders of records as of August 13, 2020
and October 31, 2019, respectively. Of the total cash dividends, P200.0 million and
P404.5 million is attributable and fully paid to other shareholders of BAHI in 2020 and
2019, respectively.

Subsequently in March 2021, the Parent Company’s BOD approved the declaration of
cash dividends, which shall be taken out of the unrestricted earnings of the Parent
Company as of December 31, 2020 (see Note 32).

28.4 Other Reserves

Other Reserves account in the consolidated statements of financial position includes the
excess of the consideration paid by the Group for the additional 40% direct ownership in
FI and the excess minority share in net assets of UCTPI over the cost of additional
investments acquired by the Group in previous years which amounted to P297.4 million
and P21.4 million, respectively.
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COMMITMENTS AND CONTINGENCIES
The following are the significant commitments and contingencies involving the Group:
29.1 Operating Leases — Group as a Lessor

The Group is a lessor under operating leases covering certain real estate properties
presented in the consolidated statements of financial position as Investment Properties.
Lease agreements with large tenants have terms ranging from five to 45 years with monthly
rental payment on certain rate per square meter of leased area subject to annual escalation
rates of 5.00% to 10.00% per annum. Some lease agreements have a term of one year,
subject to annual renewal and monthly payment of minimum rental plus additional rental
based on certain percentage of the lessee’s gross sales.

The future minimum lease collections under these operating leases as of the end of the
reporting periods are as follows:

2020 2019 2018

Within one year P 1,125,340,220 P 1,188,416,411 P 1,051,641,523
After one year but not more than

two years 1,116,198,259 1,144,817,861 1,154,348,489
After two years but not more than

three years 789,636,576 1,115,943,947 1,099,540,645
After three years but not more than

four years 599,029,983 793,305,118 1,047,622,338
After four years but not more than

five years 508,305,072 602,117,416 664,091,062
More than five years 31,861,464,258  _32,319,145,099 32,173,993,819

P35,999,974,368 P37,163,745,852 P37,191,237,876

The total rent income recognized on investment properties amounted to P1,787.6 million,
P1,772.5 million and P1,727.4 million, including rent income resulting from the application
of the straight-line basis of revenue recognition in accordance with PFRS 16 (previously
PAS 17) amounting to P500.5 million, P568.1 million and P716.8 million in 2020, 2019 and
2018, respectively, and are presented as Land and Building Rentals under Revenues account
in the consolidated statements of profit or loss.

Variable rent, which pertains to a certain percentage share in the lessees’ revenues, is included
as part of total rent income amounting to P22.0 million, P28.6 million and P13.0 million in
2020, 2019 and 2018, respectively.

29.2 Legal Claims

There are pending claims and legal actions filed by the Group or against the Group arising
from the normal course of its business. Management believes that the ultimate liability, if
any, with respect to such litigations, claims and disputes will not materially affect the financial
position and results of operations of the Group.



-107 -

29.3 Deficiency Tax Assessments

The Group has certain final deficiency tax assessment and has received letters of authority
from the BIR, pursuant to which the BIR has sought to investigate certain tax periods of
the Group and consequently examine certain books, records and accounts that relate to
transactions in the ordinary course of business. There are final deficiency tax assessments
in the ordinary course of business against the Parent Company that are pending with the
BIR covering taxable years 2013 and 2009. Pursuant to the Group’s policy of addressing
such actions in line with prudent business practice, the Group has engaged tax counsels
and advisors in relation to these matters.

As of December 31, 2020, the final deficiency tax assessments are still under protest.
Management believes that the Group has enough legal basis under the law, Supreme Court
and Court of Tax Appeals decisions and evidence to support their claim; hence, no
provisions were recognized in the consolidated financial statements.

29.4 Capital Commitments in Aseana City

Aseana City is an integrated community currently being developed by the Group, which
is situated on the land reclaimed by the Group and home of several entertainment,
commercial and residential establishments. The Group has capital commitments
pertaining to the estimated development costs (i.e., civic and structural works; power,
water and telecommunication distribution systems; roadworks and streetlights; drainage
and sewerage systems; and, the estimated restoration costs thereto) of such parcels of
land whereby the Group has an unconditional obligation to complete the development
of the parcels of land in accordance with the entire estate of Aseana City. The estimated
liability for land development costs is based on the estimates of the engineering
department of the Parent Company. The details of these capital commitments in
Aseana City are shown below.

Land and Land Land under
Development Investment
Costs Properties
(see Note 11) (see Note 15) Total
December 31, 2020:
Gross valuation P 3,025,260,857 P15,584,518,464 P 18,609,779,321
Estimated liability for
land development costs ( 912,724.133) (__5,680,228,573) (___6,592,952,706)
Net amounts P 2,112,536,724 P 9,904,289,891 P 12,016,826,615
December 31, 2019:
Gross valuation P 3,025,260,857 P14,954,518,464 P 17,979,779,321
Estimated liability for
land development costs (1,012,767,207) (__6,086,976,154) (__7,099,743,361)

Net amounts P 2,012,493,650 P _8,867,542,310 P _10,880,035,960
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The movements in the estimated land development costs are as follows:

2020 2019

Balance at beginning of year P 7,099,743,361 P 7,398,607,928
Development costs incurred during the year  (___506,790,655) (___ 298,864,567 )

Balance at end of year P 6,592,952,706 P 7,099,743,361

29.5 Reclaimed Land and Others

The Group’s existing land holdings in Aseana City, which were obtained pursuant to
certain series of agreements involving reclamation and related projects with the Philippine
Government, are entirely located on reclaimed foreshore land. Although the Group holds
registered titles to these land holdings, Philippine law provides that issuance of titles does
not create or vest title, but only constitutes evidence of ownership over such properties. In
view of this, the Group’s ownership, registration, and possession of titles and actual
possession of these land holdings do not negate the possibility that the Philippine
Government or third parties may at any time, file lawsuits to challenge the Group’s rights
to these land holdings. While the PRA and the Philippine Office of the Government
Corporate Counsel (OGCC) are of the opinion that the Group’s titles can no longer be
invalidated, there is no assurance that the Philippine Government or third parties will not
challenge the Group’s rights to such reclaimed lands in the future. Notwithstanding the
foregoing, the Group is not aware of the validity of the Group’s titles being questioned,
impugned, challenged or invalidated by the Philippine Government or any other third party
since the time the Group acquired ownership over these land holdings in Aseana City and
up to the audit report date. In addition to the opinions of the PRA and OGCC,
management believes that the Group has enough basis in law and in the decisions of the
relevant coutrts, to support the validity of its titles and ownership over these subject
properties.

There are other commitments, litigations and contingencies that arise in the normal course
of the Group’s operations which are not reflected in the consolidated financial statements.
As of December 31, 2020, management is of the opinion that losses, if any, from these
commitments and contingencies will not have material effects on the Group’s
consolidated financial statements.

CAPITAL MANAGEMENT OBJECTIVES, POLICIES AND PROCEDURES

The Group’s capital management objectives are to ensure that the Group maintains a strong
credit rating and healthy capital ratios in order to support its business and maximize
shareholder value.

The Group manages its capital structure and makes adjustments to it, in the light of
changes in economic conditions primarily those current and expected future events that
affect or likely to affect the real estate and leasing sector. To maintain or adjust the capital
structure, the Group may adjust the dividend payment to shareholders, pay-off existing
debts, return capital to shareholders or issue new shares.
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The Group monitors its capital gearing by measuring the ratio of loans and borrowings to
total capital and net loans and borrowings to total capital. Loans include all short-term and
long-term borrowings while net interest-bearing loans include all short-term and

long-term loans net of cash and cash equivalents.

As of December 31, 2020 and 2019, the Group’s ratios of net interest-bearing loans to
total capital are as follows:

Notes 2020 2019

Total loans and borrowings 18 P 1,397,020,000 P 511,720,000
Less: Cash and cash equivalents

and short-term placements 8,12 (__5,014,489,615) (__ 7,271,402,211)
Net loans and borrowings (a) ( 3,617,469,615) (  6,759,682,211)
Total equity 22,284,284,887 _20,533,182,994
Net loans and borrowings

and equity (b) P18,666,815,272 _P13,773,500,783
Gearing ratio (a/b) -19% -49%

Certain loans with a local bank are subject to a cross default arrangement wherein if

the Group fails to pay or default in the payments of any installment of the principal or
interest, the Group’s obligation will become due and demandable without the need for
notice of demand for payment. Moreover, if the Group fails to comply with or commits
breach or violation of any term, condition or stipulation of any other agreement, contract,
or document with the lending bank, the Group’s obligation to the lending bank and any of
the lending bank’s related parties will only become due and demandable upon notice of
demand for payment.

With regard to the loans of the Group, it has complied with the financial, affirmative and
negative covenants except that a subsidiary exceeded the required current ratio in its own
financial statements. The Group has been up to date in servicing of the loans and has not
received any written notice, as of the date of the issuance of the consolidated financial
statements, that the loans are due and demandable, which is also as provided for in the loan
covenants as a basis to reclassify the loan to current as discussed above. Moreover, the fair
value of the properties used as collaterals exceed the carrying value of the Group’s loans and
borrowings.

The Group has no other significant loan covenants in 2020 and 2019 (see Note 18).

SUPPLEMENTAL INFORMATION ON NON-CASH ACTIVITIES

The following discusses the supplemental information on non-cash activities as presented
in the consolidated statements of cash flows for the years ended December 31, 2020, 2019
and 2018:

e In 2020, Advances from Co-joint Venturer amounting to P40.0 million was reclassified
as part of Advances from and Due to Related Parties due to the assumption of the
liability by the Ultimate Parent Company (see Note 26.2).



32.

- 110 -

e In 2019, the Group reclassified certain parcels of land which were previously presented
under Land and Land Development Costs to Investment Properties amounting to
P231.6 million (see Notes 11 and 15). There was no similar transaction in 2020 and
2018.

e In 2019, total advances amounting to P64.6 million were assumed by the Group due
to the consolidation of ABCC [see Notes 13.2(b) and 26.2]. There was no similar
transaction in 2020 and 2018.

e In 2019, the Group reclassified certain parcels of land amounting to P397.8 million
from investment properties to property development costs (see Notes 10.1 and 15).
There was no similar transaction in 2020 and 2018.

e In 2019, the Group reclassified a portion of the investment properties amounting to
P231.7 million to property and equipment representing the portion of a certain
building held for administrative purposes (see Notes 14 and 15). There was no similar
transaction in 2020 and 2018.

e In 2019, the Group reclassified Investment in Joint Venture Held for Termination to
Land under Investment Properties amounting to P163.3 million [see Note 13.2(b)].
There was no similar transaction in 2020 and 2018.

e In 2019, the Company recognized right-of-use asset and lease liability both amounting
to P163.8 million (see Note 16).

e In 2020, 2019 and 2018, the Group capitalized certain portion of depreciation of
property and equipment amounting to P39.2 million, P36.1 million and P14.6 million,
respectively, as part of land and land development costs [see Notes 2.5(a) and 14].

e In 2018, the Group reclassified its investment in a joint venture which was previously
presented under Investments in Associates and Joint Ventures to Investment in Joint
Venture Held for Termination amounting to P127.1 million (see Note 13). There was
no similar transaction in 2020 and 2019.

e In 2018, capitalized borrowing costs to investment properties amounted to
P28.3 million (see Notes 15 and 18). There was no similar transaction in 2020 and
2019.

EVENT AFTER THE END OF THE REPORTING PERIOD

On March 3, 2021, the Parent Company’s BOD approved the declaration of cash
dividends of P0.047 per share or equivalent to P160.0 million to stockholders of record
as of March 22, 2021. The dividends which is payable on April 8, 2021, shall be taken
out of the unrestricted earnings of the Parent Company as of December 31, 2020.
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We have audited, in accordance with Philippine Standards on Auditing, the consolidated
financial statements of D.M. Wenceslao & Associates, Incorporated and Subsidiaries

(the Group) for the year ended December 31, 2020, on which we have rendered our report
dated March 3, 2021. Our audit was made for the purpose of forming an opinion on the basic
consolidated financial statements taken as a whole. The applicable supplementary information
(see List of Supplementary Information) is presented for purposes of additional analysis in
compliance with the requirements of the Revised Securities Regulation Code Rule 68, and is
not a required part of the basic consolidated financial statements prepared in accordance with
Philippine Financial Reporting Standards. Such supplementary information is the responsibility
of the Group’s management. The supplementary information has been subjected to the
auditing procedures applied in the audit of the basic consolidated financial statements and, in
our opinion, is fairly stated in all material respects in relation to the basic consolidated financial
statements taken as a whole.

PUNONGBAYAN & ARAULLO
By: John Endel S. Mata
Partner
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Schedules Required under Annex 68-] of the Revised Securities Regulation Code Rule 68

A Financial Assets 1
Financial Assets at Amortized Cost
Financial Assets at Fair Value Through Profit or Loss
Financial Assets at Fair Value Through Other Comprehensive Income

B Amounts Receivable from Directors, Officers, Employees, Related Parties
and Principal Stockholders (Other than Related Parties) 2

C Amounts Receivable from Related Parties which are eliminated during the
Consolidation of Financial Statements 3
D Long-term Debt 4
Indebtedness to Related Parties (Long-term loans from Related Companies) 5
F Guarantees of Securities of Other Issuers 6
G Capital Stock 7

Others Required Information
Reconciliation of Retained Earnings Available for Dividend Declaration* 8
Map Showing the Relationship Between and Among the Company and its Related Entities 9

*uformation presented herein are based on the separate financial statements of D.M. Wenceslao & Associates, Incorporated
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D.M. WENCESLAO & ASSOCIATES, INCORPORATED AND SUBSIDIARIES
SEC Released Revised SRC Rule 68
Annex 68-]
Schedule A - Financial Assets
December 31, 2020
(Amounts in Philippine Pesos)

. . o Number of Shares or Principal| Amo.unt Shown in the Value.Based on Market Income Received
Name of Issuing Entity and Association of Each Issue Amount Cons?lldat?d Stat'etflent of | Quotation at Statement of and Accrued
Financial Position Condition Date

FINANCIAL ASSETS AT AMORTIZED COST

Cash and cash equivalents P 4,429,489,615 P 4,429,489,615 P 69,910,585

Short-term placements 585,000,000 585,000,000 18,767,899

Receivables - net 5,799,110,137 5,799,110,137 -

Refundable deposits 30,313,000 30,313,000 -

10,843,912,752 10,843,912,752 88,678,484

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

Equity Securities

Petron Corporation 7,500 P 7,545,000 P 7,545,000 P 515,348

Arthaland Corporation 350,000 38,470,000 38,470,000 2,274,652

Debt Security

P1B Global Holdings PTE Ltd. 5,289,370 5,303,288 5,303,288 -
51,318,288 51,318,288 2,790,000

FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

Equity Securities

Powersource Philippine Distributed Power Holdings, Inc. 72,453,780 P 45,840,464 P 45,840,464 P -

Tagaytay Highland International Golf Club Inc. 1 1,075,000 1,075,000 -

Tagaytay Midland Golf Club 1 1,550,000 1,550,000 -

Quezon City Sport Club 1 750,000 750,000 -

Alphaland City Club 1 450,000 450,000 -

Philippine Long Distance Telephone Company 1 4,363 4,363 -

Philippine Construction Association 1 1,000 1,000 -
49,670,827 49,670,827 -

GRAND TOTAL P 10,944,901,867 P 10,944,901,867

P 91,468,484
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Annes 68-]

December 31, 2020
(Amounts in Philippine Pesos)

Deductions Ending Balance
Name and Designation of Debtor Balance at Beginning of Period Additions Amounts B Balance at End of Period
Amounts Written-off Current Not Current
Collected/Offset
Amounts Receivable from Related Parties

Wendel Holdings Co., Inc. P 436,680,854 4,170,677 P - P - - P 440,851,531
Wendel Vega Marine Carrier 97,247,855 1,372,771 1,360,673 - - 97,259,953
Stockholders 84,003,075 19,802,025 6,750,000 - - 97,055,100
Bay Resources and Development Corporation 44,999,065 - 7,415,124 - 37,583,941 - 583,941
Wendel Ground Improvement, Inc. 30,384,662 2,100 5,000,000 - 25,386,762 - 25,386,762
Urban Agro Products, Inc. 20,100,757 18,400 - - 20,119,157 - 20,119,157
European Resources & Technologies, Inc. 7,352,828 202,600 - - 7, 428 - 7,555,428
Bay Sccurity Services, Inc. 4,879,081 17,883 - - 4,896,964 - 4,896,964
10k South Concrete Mix 4,827,265 - - - 4, 265 - 4,827,265
‘Wendel Osaka Realty Corporation 1,658,095 17,883 - - 1,675,978 - 1,675,978
Aseana Urban Art Foundation 1,227,143 1,700 731,195 - 497,648 - 497,648
Cagayan Economic Development 750,000 - - - 750,000 - 750,000
Cagayan Valley Bio Energy 539,500 - - - 539,500 - 539,500
Patriot Log Home Asia, Inc. 45,299 17,883 - - 63,182 - 63,182
Others 9,955,875 5,561,739 3,289,145 - 12,228,469 - 12,228,469
TOTAL P 744,651,354 31,185,661 P 24,546,137 P - 751,290,878 - P 751,290,878
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D.M. WENCESLAO & ASSOCIATES, INCORPORATED AND SUBSIDIARIES
SEC Released Revised SRC Rule 68

Annex 68-]

December 31, 2020
(Amounts in Philippine Pesos)

Deductions Ending Balance
Balance at Balance at End of]|
Name and Designation of Debtor Beginning of Add A A Written- Period
Period Collected off Current Not Current
Amounts Receivable from Related Parties Eli d During C lidation:

Aseana Holdings, Inc. P 6,996 P 100,472 P 89,471,789 P P 9,985,680 r - P 9,985,680
Bay Area Holdings, Inc. 96,575,276 10,050 96,575,276 10,050 10,050
Boracay International Airport & Dev't Corp. 48,720,501 176,520 48,897,021 48,897,021
Fabricom Realty Development Corporation 6,200,653 74,820 6,275,473 6,275,473
R-1 Consortium, Inc. 5,900,542 1,327,684 7,228,226 7,228,226
Portal Holdings, Inc. 212,422 2,100 214,521 214,521
Mandaue Land Consortium, Inc. 589,271 220,908 810,179 810,179
Aseana LT. Plaza, Inc. 796,843 74,870 797,793 73,920 920
Aseana City Transport & Travel Corp. 5,511,456 2,200 5,513,656 5,513,656
SHLP BBP Realty, Inc. 205,454 155,225 - - 360,679 - 360,679
Aseana Residential Holdings Corp. 281,910 150 111,730 - 170,329 - 170,329
Aseana Gas Energy Corp. - 473,000 - - 473,000 - 473,000
Aseana Resi Rent Corp. - 2,132,445 - - 2,132,445 - 2,132,445
Aseana Real Estate Services & Management Corp - 4,967,161 - - 4,967,161 - 4,967,161
Bay Dredging, Inc. - 1,438,387 - - 1,438,387 - 1,438,387
Alphaland Bay City Corporation 52,204,085 347,320 10,890,584 - 41,660,821 - 41,660,821

P 316,555,408 P 11,503,313 P 197,847,172 p - P 130,211,549 - P 130,211,549
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D.M. WENCESLAO & ASSOCIATES, INCORPORATED AND SUBSIDIARIES
SEC Released Revised SRC Rule 68

Annex 68-]

Schedule D - Long-term Debt

December 31, 2020
(Amounts in Philipine Pesos)

Title of Issue and Type of Obligation

Amount Shown Under
Caption "Current Portion of
Long-term Debt" in Related

Consolidated Statement of
Financial Position

Amount Shown Under
Caption"Long-term Debt" in
related Consolidated
Statement of Financial
Position

BDO Unibank, Inc.
Term loan

Security Bank Philippines
Loans payable

Bank of the Philippine Islands
Term loan

BPI Family Savings Bank
Term loan

TOTAL

P 114,670,000

1,000,000,000

19,850,000

262,500,000

P 1,114,670,000

P 282,350,000
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Annex 68-]
Schedule E - Indebtedness to Related Parties (Non-current Liabilities)
December 31, 2020
(Amounts in Philippine Pesos)

Balance at Balance at
Name of Related Party Beginning of Period End of Period

Purpose

Not Applicable
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Annex 68-]
Schedule F - Guarantees of Securities of Other Issuets
December 31, 2020
(Amonnts in Philipine Pesos)

Name of Issuing Entity of Securities Guaranteed
by the Company for which This Statement is Filed

Title of Issue of Each Class
of Securities Guaranteed

Total Amount Guaranteed
and Outstanding

Amount Owned by Person
for which This Statement
is Filed

Nature of Guarantee

Not Applicable

The Group does not have any guarantee of securities of Other Issuers as at December 31, 2020.
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Schedule G - Capital Stock
December 31, 2020
(Amounts in Philippine Pesos)

Number of Shares Number of Shares Held by
Issued and Number of Shares
. Number of Shares Outstanding as I.{eserved for
Title of Issue Authorized Shown Under the | Options, Warrants, Di offi
Related Statement | Conversion and Related Parties uedctors, ) cers Others
of Condition Other Rights and Employees
Caption
Common shares, P1.00 Par Value 4,000,000,000 3,395,864,100 - 2,136,554,780 578,881,304 680,428,016




D. M. WENCESLAO & ASSOCIATES, INCORPORATED

15™® Floor, Aseana 3

D. Macapagal Blvd. corner Asean Ave., Aseana City, Parafiaque City

Reconciliation of Retained Earnings Available for Dividend Declaration

As of December 31, 2020

Unappropriated Retained Earnings Available for Dividend
Declaration at Beginning of Year

Rent income based on Philippine Financial
Reporting Standard (PFRS), 16, Leases
Deferred tax income from deferred tax assets

Revaluation increment on land

Unappropriated Retained Earnings Available for
Dividend Declaration at Beginning of Year (As Adjusted)

Net Profit Realized During the Year
Net profit per audited financial statements
Non-actual/unrealized income
Accrued rent income based on PFRS 16, Leases

Deferred tax income from deferred tax assets

Other Transactions During the Year
Cash dividends declared

Unappropriated Retained Earnings Available for
Dividend Declaration at End of Year

7,130,987,607

3,425,062,712)
145,009,542 )
19,047,893 )

3,541,867,460

1,663,924,364

511,474,757)
16,175,699 )

1,136,273,908

159,999,533 )

4,518,141,835
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December 31, 2020

Inc.

D.M. Wenceslao & Associates,

15" floor, Aseana 3 D. Macapagal Blvd. corner Asean Ave., Aseana City, Parafiaque City

R-1 Consortium, In

100%

c.

Ascana Holdings, Inc.

20%

60%

Bay Dredging Inc. (35

100%

100%

100%

62%

Ascana Residential Holdings, Corp|

Alphaland Bay City Corp.

Fabricom, Inc.

Fabricom Realty and
Development Corp.

100%

L&B Development Corp. (100%)

40%
o 0
Mandaue Land Consortium 30% 10%
Inc. (81%) N
26% Aseana CL, Beach, and Marina
Development Corp. (36%) 60%
o
40%
%) Portal Holdings, Inc. (100%)
100%
58 Jupiter, Inc. (100%)
25%
Boracay International Airport| 100% 42%
& Development Corporation Aseana I'T Plaza, Inc. (67%)
o o
(100%) 100% U-City Technologies Philippines
inc. (100%)
0 o
Aseana Gas Energy 100% 0% Bay Resources and Development
Corporation (100%) 100% Corporation (50%)
° | Aseana City Transport & Travel
Corp. (100%)
o
Aseana Real Estate Services 6%
and Mana . (96%
and Management Corp. (96%) 100%
Ascana Resi Rent Corp. (100%)
10%

10%  [10%

30%

Alphaland Heavy Equipment, | 50%

Corp.
(50%)

21%

21%

SHLP BBP Realty Inc. (49%)

10%

European Resources and
Technologies, Inc. (42%)

60%

Bay Area Holdings Inc. (60%)
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The Board of Directors and Stockholders

D.M. Wenceslao & Associates, Incorporated and Subsidiaries
(A Subsidiary of Wendel Holdings Co., Inc.)

15% Floor, Aseana 3

D. Macapagal Blvd. corner Asean Ave., Aseana City

Parafiaque City

We have audited, in accordance with Philippine Standards on Auditing, the consolidated
financial statements of D.M. Wenceslao & Associates, Incorporated and Subsidiaries (the
Group) for the year ended December 31, 2020 and 2019, on which we have rendered our
report dated March 3, 2021. Our audit was made for the purpose of forming an opinion on
the basic consolidated financial statements taken as a whole. The Supplementary Schedule
on Financial Soundness Indicators, including their definitions, formulas, calculation, and their
appropriateness or usefulness to the intended users, are the responsibility of the Group’s
management. These financial soundness indicators are not measures of operating
performance defined by Philippine Financial Reporting Standards (PFRS) and may not be
comparable to similarly titled measures presented by other companies. This schedule is
presented for the purposes of complying with the Revised Securities Regulation Code

Rule 68 issued by the Securities and Exchange Commission, and is not a required part of the
basic consolidated financial statements prepared in accordance with PFRS. The components
of these financial soundness indicators have been traced to the Group’s consolidated
financial statements as at December 31, 2020 and 2019 and for each of the two years in the
period ended December 31, 2020 and no material exceptions were noted.

PUNONGBAYAN & ARAULLO

By: John Endel S. Mata
Partner

CPA Reg. No. 0121347
TIN: 257-622-627
PTR No. 8533233, January 4, 2021, Makati City
SEC Group A Accreditation
Partner — No. 121347-SEC (until Dec. 31, 2023)
Firm — No. 0002 (until Dec. 31, 2024)
BIR AN 08-002551-040-2019 (until Dec. 15, 2022)
Firm’s BOA/PRC Cert. of Reg. No. 0002 (until Jul. 24, 2021)

March 3, 2021

Certified Public Accountants grantthornton.com.ph
Punongbayan & Araullo (P&A) is the Philippine member firm of Grant Thornton International Ltd (GTIL).

Offices in Cavite, Cebu, Davao
BOA/PRC Cert. of Reg. No. 0002
SEC Accreditation No. 0002-FR-5



D.M. WENCESLAO AND ASSOCIATES, INC.
Supplemental Schedule of Financial Soundness Indicators
December 31, 2020 and 2019

Ratio Formula 2020 Formula 2019
Current | Total Current Assets divided by Total 1.47 | Total Current Assets divided by Total 1.01
ratio Current Liabilities Current Liabilities

Total Current Assets 12,249,418,082 Total Current Assets 13,509,277,300
Divide by: Total Current Divide by: Total Current
Liabilities 8.356,600,808 Liabilities 8.400,854.268
Current ratio 1.47 Current ratio 1.61
Acid test | Quick assets (Total Current Assets less 0.92 | Quick assets (Total Cutrent Assets less 1.12
ratio Other Current Assets) divided by Total Other Cutrent Assets) divided by Total
Current Liabilities Current Liabilities
Total Current Assets 12,249,418,082 Total Current Assets 13,509,277,300
Less: Contract Assets (92,002,207) Less: Contract Assets (54,191,980)
Land and land Land and land
Development Development
Costs (2,112,536,724) Costs (2,012,493,650)
Property Development Property Development
Costs (1,068,576,685) Costs (1,168,060,707)
Other Cutrent Other Cutrent
Assets* (1,288.156,315) Assets* (826,384.,807)
Quick Assets 7,688,146,151 Quick Assets 9,448,146,156
Divide by: Total Current Divide by: Total Current
Liabilities 8.356,600,808 Liabilities 8,400,854.268
Acid test ratio 0.92 Acid test ratio 1.12
Solvency | Total Assets divided by Total Liabilities 3.11 | Total Assets divided by Total Liabilities 291
ratio
Total Assets 32,857,021,502 Total Assets 31,266,798,209
Divide by: Total Divide by: Total
Liabilities 10,572,736,615 Liabilities 10,733,615,215
Solvency ratio 3.11 Solvency ratio 291
Debt-to- | Total Loans and Borrowings divided by 0.06 | Total Loans and Borrowings divided by 0.03
equity Total Equity Attributable to Owners of Total Equity Attributable to Owners of
ratio Parent Company Parent Company
Total Loans and Total Loans and
Borrowings 1,397,020,000 Borrowings 511,720,000
Divide by: Total Equity Divide by: Total Equity
Attributable to Owners Attributable to Owners
of Parent Company  21,704,354,107 of Parent Company  19,986,736,113
Debt-to-equity ratio 0.06 Debt-to-equity ratio 0.03
Assets- Total Assets divided by Total Equity 1.51 | Total Assets divided by Total Equity 1.56
to-equity | Attributable to Owners of Parent Attributable to Owners of Parent
ratio Company Company
Total Assets 32,857,021,502 Total Assets 31,266,798,209
Divide by: Total Equity Divide by: Total Equity
Attributable to Owners Attributable to Owners
of Parent Company  21,704,354,108 of Parent Company  19,986,736,113
Asset-to-equity ratio 151 Asset-to-equity ratio 1.56
Interest | Earnings before interest and taxes (EBIT) | 121.83 | EBIT divided by Interest expense 44.01
rate divided by Interest expense
coverage
ratio EBIT 2,875,377,130 EBIT 3,624,124,718
Divide by: Interest expense 23,602,439 Divide by: Interest expense 82,227,742
Interest rate coverage ratio 121.83 Interest rate coverage ratio 44.01

*Exccluding Short-term placements




Ratio Formula 2020 Formula 2019
Return on Net Profit divided by Total Equity 0.10 | Net Profit divided by Total Equity 0.11
equity

Net Profit 2,164,209,139 Net Profit 2,251,970,516
Divide by: Average Divide by: Average
Total Equity 21,408,733,940 Total Equity 19,699,580,687
Return on equity 0.10 Return on equity 0.11
Return on Net Profit divided by Average Total 0.07 | Net Profit divided by Average Total 0.07
assets Assets Assets
Net Profit 2,164,209,138 Net Profit 2,251,970,516
Divide by: Average Divide by: Average
Total Assets 32,061,909,855 Total Assets 30,527,756,895
Return on assets 0.07 Return on assets 0.07
Net profit Net Profit divided by Total Revenue 0.79 | Net Profit divided by Total Revenue 0.64
margin
Net Profit 2,164,209,139 Net Profit 2,251,970,516
Divide by: Total Revenue 2,734,364,926 Divide by: Total Revenue 3,513,391,951
Net profit margin 0.79 Net profit margin 0.64
Debt Ratio Total Loans and Borrowings divide by 0.04 | Total Loans and Borrowings divide by 0.02
Total Assets Total Assets
Total Loans and Total Loans and
Borrowings 1,397,020,000 Borrowings 511,720,000
Divide by: Total Assets 32,857,021,502 Divide by: Total Assets 31,266,798,209
Debt ratio 0.04 Debt ratio 0.02
Gross Profit Gross Profit divided by Total Revenue 0.76 | Gross Profit divided by Total Revenue 0.80

Margin

Gross Profit 2,071,234,775
Divide by: Total Revenue 2,734,364,926
Gross profit margin 0.76

Gross Profit 2,819,084,125
Divide by: Total Revenue 3,513,391,951
Gross profit margin 0.80
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About this Chapter

Tenets of sustainability have been embedded throughout the operations, building practices, and
overall business philosophy of D.M. Wenceslao & Associates, Inc. (DMWAI) since long before we
published our first Corporate Social Responsibility and Governance Report in 2017. This year, we
continue to report on the progress of our sustainability journey as we shift our corporate outlook
from risk to resilience in response to the challenges of the 2020 COVID-19 pandemic.

This chapter has been written in accordance with the Philippine Securities and Exchange Commission
(SEC)'s annual sustainability reporting requirements. It showcases how environmental, social, and
governance (ESG) impacts, risks, and opportunities are managed across our operations, in alignment
with the company's material ESG topics and United Nations Sustainable Development Goals (SDG)
commitments.

About Us

D.M. Wenceslao & Associates, Incorporated (“DMWAI or the Company”) is an integrated property
developer with expertise in land reclamation, construction, and real estate development. Since 1965,
we have reclaimed more than 2.4 million square meters (sq.m.) of land, leased or developed 250,000
sg.m. of land and buildings, and completed over 140 construction and infrastructure projects
including large, complex government developments throughout the Philippines.

Licensed as an “AAAA” contractor, we are the master developer and primary owner of Aseana City—
our flagship development project with a total land area of 107.5 hectares located along the coastal
waters of Manila Bay bordering the City of Pasay and the City of Parafiaque. We are developing
Aseana City as a “Next Generation” central business district (CBD) in Metro Manila, anchored by
holistic development, mixed-use masterplan, and global infrastructure standards. Aseana City is
home to a growing number of recreational and entertainment outlets, commercial and retail
developments, prime office space, and residential condominiums.

Reporting Period and Scope

Covering the reporting period between January 1 to December 31, 2020%,this chapter covers the
baseline key performance indicators for the company's materials ESG topics. Highlights of the
Company's year-over-year (YoY) performance on various ESG categories and key sustainability
activities and performance are highlighted in this report.

Specific to this year, this chapter explores the impacts, challenges, and opportunities presented by
the COVID-19 pandemic in relation to our material ESG topics.

The information contained in this chapter applies to seven (7) legal entities and seven (7) properties
within these entities, as indicated below:

e Aseana Residential Holdings Corp. (ARHC) — our wholly-owned subsidiary and exclusive

residential arm. ARHC currently has two low-density residential projects within its portfolio:

1 Data collection used the billing statements covers this period, plus some overlap for December 2020 on energy and
water which included the first week of January 2021.



o Pixel Residences, a 170-unit development currently on ready-for-occupancy (RFO)
status
o MidPark Towers, a 4-tower development with 669 large format units (currently under
construction and not included in this report)
Aseana Holdings, Inc. (AHI) - our 100% owned subsidiary that caters to the development
potential of Aseana City. Under its portfolio are our completed office and commercial
properties: Aseana One, Aseana Two, Aseana Three, Aseana Powerstation, and Aseana
Square.
U-City Technologies Philippines, Inc. — operates the smart city, public city, and surveillance
services for Aseana City.
Aseana City Transport and Travel Corporation — established to operate public utility
transport services for Aseana City.
Fabricom, Inc. — operates the importation of heavy equipment and machinery for our Group.
Our DMWAI Field Office serves as the main office for Fabricom, Inc.
Aseana Real Estate Services and Management Corporation — operates the property
management services of our Group.



Materiality

In accordance with the SEC Guidelines, the content of this chapter is informed by the principle of
materiality and focuses on the economic, environmental, and social impacts of our operations and
activities in the Philippines, and the Company's approaches to the material ESG topics listed below.

The material ESG topics established in 2019 remain the same for 2020. The process of selecting these
material ESG topics included conducting a stakeholder engagement and employee engagement
surveys, hosting senior leadership workshops, and holding two-way conversations within DMWAI's
workforce. The resulting list incorporates the company's core values, mission, and vision in an
articulated set of ESG priorities. The materiality matrix below reflects our perception of the impacts
that these topics may have on our business and stakeholders.

This chapter addresses our management approach and performance within each of these areas.

Some disclosures on management approaches differ from our 2019 report in consideration of the
2020 COVID-19 pandemic.

Sustainability Material Topics
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Stakeholder Engagement

As in 2019, our key stakeholders include brokers, customers, employees, shareholders, investors,
regulatory bodies, business partners, suppliers, and local community groups. We engage regularly,
and extensively with these stakeholder groups to promote understanding and dialogue regarding the
management of our material ESG topics.

Summary of Key Stakeholder Engagement Activities

Stakeholder Engagement

Submussion of
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unstructured
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operating
performance
Business outlook

Communicate the latgst
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(quarterly) company's to enable them to

Broker's Day Customar experience Stockholder meating

{annual)

« Press releases (regular) = Markat the project + Safe, sacure, «  24/7building
+ Corporate spi s healthy and clean management
= Media placements = Promote products and environment -« Planped Infrastructure
«  Distribution of collaterals servces +  Quick turnaround development
+  Dpenhouses «  Build rel ips with time «  Resclution of customet
« Corporate sponsorships exisiing and polential LI 1t compl
[occasional) customers resolution

= Company hotlines +  Understand market - Customer

requirements experience

» Davelop projects »  Better
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Enforcement of
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Investor conferences/
Corporate access events
{at least once a year)
One-on-one meetings,
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Site tours

(at least Axiyear)
Philippine Stock Exchange
{regular)

Company websits {regular)

Review of compliance

Ensure compliance of project  Compliance to

Effactive risk
management
Good governance
ESG related

Regular investor
and analyst access
10 management
through multiple
ication

E
channels and events

Acquisition of propar

requiremaents (as needed)
requirements.

'l permits
Monitoring of activities

«  Extracurricular svents/ «  Provide opportunities for legal practices in necessary
activities (occas lonal) skills upgrading the organization +  Sacial events
+ Training Sessions « Createan efficient » Employes « Employes engagement Contractual agreements Work vath best in class Pr through
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employees on the empowerment trainings and seminars
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Approach to Sustainability

At DMWAI, we aim to build a better nation by creating sustainable city-scale real estate products,
policies, processes, and programs for our leasing, construction, property development, and land sale
businesses. DMWAI's sustainability framework guides this ambition while taking into account the
Company’s rich history, culture, values, mission, and vision. The framework’s four (4) pillars provide
an integrated approach to addressing our material ESG topics as well as our commitments to the UN

SDGs:

Building Dreams

eThe projects we build
are more than just
infrastructure.

eAcross this pillar, we
focus on economic
sustainability,
business growth, risk
management, and
customer
satisfaction.

Bridging Relationships

eEach relationship
that we enter into is
a partnership.

eAcross this pillar, we
focus on creating
sustainable value
through our supply
chain and community
relations.

Crossing Boundaries

eWe took on the

challenge of creating
something out of
nothing with the
Aseana City Project.
We aim to continue
to create innovative
developments while
acting as stewards of
the environment.

eAcross this pillar, we
manage our energy
consumption, water
consumption, waste
management, and
overall ecological
footprint.

Housing Innovative
Minds

e\We believe in our
people. We recognize
the importance of
having a strong team
of management and
technical personnel
to meet and surpass
our growth plan.

eAcross this pillar, we
focus on employee
retention, training
competency, health
and safety, good
governance, and
ethical operations.

OUR VISION

Create sustainable city-scale
real estate products

Property development
Leasing
Construction

Develop “Next Generation”
Business District. Creating more
opportunities and less impact.

BUILDING DREAMS BRIDGING | CROSSING HOUSING
ﬂ I RELATIONSHIPS BOUNDARIES INNOVATIVE MINDS
«» Economic Sustainability - Employee Retention

» Community Relations « Energy Efficiency
- Business Growth « Supply Chain Management . “onservation
+ Managing Risks

anagoment
» Customer Satistaction cological Foatpnnt




DMWAI represents the Philippines in Architecture@20

We are delighted to have been recently selected to represent the Philippines in Architecture@20
- a yearbook that features projects located in modern cities across the Asia Pacific such as China,
Indonesia, Malaysia, Myanmar, Singapore, Thailand, and Vietnam.

Pargal is a 5-hectare mixed-use development with a gross floor area of 78,000 square meters with
nine independent 4-story buildings. Reimagining the integrated urban street with modern
conveniences, Pargal is set to become the ideal model of a community-focused development by
offering residents a wealthy selection of services and facilities that include lush greenery, office
suites, shops and retails, and dining options.

Learn more about this prestigious recognition on the DMWAI website.?

Featured Projects in Asia

MYANMAR

architecture Mudon Bus Terminal & Commercial Center I
Suvarnat H ) ox 48
PHILIPPINES
Aseana Pargal 52
Aseana Plaza 54

SINGAPORE

Aseana Plaza

2 DMWAI exclusively represents the Philippines in Architecture@?20



http://www.dmwai.com/news/d-m-wenceslao-and-associates-inc-dmwai-exclusively-represents-the-philippines-in-architecture20/
https://manilastandard.net/mobile/article/342954

Sustainability Performance

Performance at a glance

Year-over-year performance

2,734,364,926 O 1 8 1. 40 3 . 5 1 2 1

Pesos
tCO2e Male: Female
WV 22%* v 13% V9% N/A for 2020** | © No change
Economic value Tonnes CO2 Energy per sqm Water per sqm Gender
generated emitted per sqm diversity
ratio

*Decrease in revenue is attributed to an absence of a land sale in 2020
**2021 Sustainability Report will reflect the first increase/decrease for DMWAI water intensity
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Building Dreams

The Building Dreams pillar of DMWAI's sustainability framework focuses on economic performance,
customer satisfaction, customer privacy, and data privacy as a measure of its growth and contribution
towards an urban forward Philippines.

With services that range from construction, land reclamation, land sales and leasing, property
development, and commercial building leasing, DMWAI has 55 years of managing 569,359 sqm land
holdings, 90,712 sqm leasable floor area, and over 2.4 million sqm of reclaimed land. Holistic and
systematic risk management is integral to the Company's financial sustainability, innovation in
operational systems, product quality, and customer satisfaction.

Material topics Relevant SDGs

e Financial Sustainability and Profitability SDG 8: Decent Work and Economic Growth

e Innovation in Operations, Products and SDG 9: Industry, Innovation, and Infrastructure
Services e SDG 11: Sustainable Cities and Communities

e Product Quality and Responsibility SDG 16: Peace, Justice and Strong Institutions

e Customer Satisfaction

Financial sustainability

Our Annual Report outlines a more comprehensive review of the Company's financial performance
in 2020. As a background, DMWAI maintained a stable financial performance in 2020, registering
revenues amounting to P2.73 billion. From the total economic value generated in 2020, P3.43 billion
was paid to our suppliers and subcontractors, P850 million was allocated for the operating expenses
of the Company, P637 million was paid to the government in the form of business and property taxes,
permits, and licenses, P185 million was distributed to our stockholders via dividends, P156 million
for our employees' continued wages and benefits, and P82 million was appropriated as infrastructure
and amenities investments in Aseana City.

DMWAI's approach to financial sustainability ensures the timely delivery of our developments in key
locations and continued acceleration of our recurring income streams to ensure adequate cash flow
for our ongoing capital requirements. We employ a prudent approach to financial management and
cost control with emphasis on close monitoring of our capital and cash positions, and maintain
discipline in our capital commitments. This includes the continued use of financial leverage to
enhance our return on equity and to enable us to lower risk exposure yet remain poised to capture
strategic market opportunities as they arise.

The infrastructure and world-class facilities we construct in Aseana City not only contribute to the
holistic development of Aseana City but also increase economic activity in the area by attracting
prospective tenants, homebuyers, and lot owners in the area. The projects we are building are
conveniently located in prime locations in Aseana and Makati cities and are projected to increase our
total leasable floor area by 140,000 square meters (sq.m.) at the same time expand our recurring
income base in 2021.
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In addition to providing residential, office, and retail spaces, our developments generate economic
benefits for our various stakeholders. New jobs on-site and throughout the related supply chain are
created, increased revenues for local businesses during construction are observed, and the
convenience and benefits brought by our infrastructure and amenities are enjoyed by Aseana City's
residents and workers throughout this pandemic.

Overall, despite a global downturn of economic activity and productivity, our business model is well-
positioned to weather the impact of COVID-19 and we project a strong economic rebound in the
property space in the coming years.

Direct Economic Value Generated and Distributed

Direct Economic Value Amounts (in PHP)

Generated (Revenues) 2,734,364,926.00
Operating costs 850,394,544.00

Employee wages & benefits 156,690,816.00
185,664,130.94

637,849,282.00
3,433,841,046.93
82,361,694.00

Distributed Dividends to stockholders

Taxes to government
Payments to suppliers

Community investments

Risk Management

We realize that the nature of our activities and the environment in which we operate exposes us to
potential risks, which occur in many ways and can impact our stakeholders, reputation, finances,
operations, and the sustainability of our company. Such business risks cover all aspects of our
operations, including but not limited to ESG issues.

We began an engagement with Punongbayan & Araullo to assist us in strengthening our Enterprise
Risk Management system in late 2019. The recommendations we have implemented in 2020 have
allowed us to quickly identify and assess high priority risks, and better position the company to
mitigate the adverse impacts of such risks. In the same year, we published our Risk Management
Manual, which includes a set of policies that emphasize the importance of risk management by
integrating it with our organizational structure objectives, strategic management, business planning,
review of internal controls, and other management practices to protect and promote the interest of
our stakeholders. Our full manual can be accessed in the Enterprise Risk Management section of the
DMWAI website.



http://www.dmwai.com/enterprise-risk-management/
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Sustainability Risk Management
From our Board of Directors down to our staff, we are firmly committed to effective risk management
by integrating risk management practices into all of our business processes and operations.

Our risk framework guides our Board of Directors in identifying business line and enterprise-level risk
exposures and assessing the effectiveness of DMWAI's risk management strategies, with our Audit
and Risk Committee overseeing the functionality and effectiveness of the entire system. In addition,
a Chief Risk Officer was appointed to act as the champion of the enterprise risk management process
and is responsible for the continuous improvement of the said process.

When identifying the risks, we also consider the environmental, social, and governance (ESG)-related
factors that could affect DMWALI’'s ability to achieve its strategy or objectives. As such, we
incorporated ESG risks into our corporate enterprise risk management framework to manage ESG-
related risks that we face, such as health-related regulations, the cascading effects of climate change,
shortages in resources, and intense competition for talent, and changing labor dynamics.

We also acknowledge acute and chronic risks that climate change poses on our operations, including
the rising cost of natural resources, increased regulation, potential fines and/or litigation, and the
ability to continue operations under regulatory license. In the coming years, motivated by the SEC’s
sustainability reporting requirements, we aim to start assessing climate-related risks and
opportunities concerning our operations, governance, and operational impacts.

Innovation in Operations, Products and Services
Online listing platforms to reach out market
As a response to the community measures brought by the pandemic, the Company partnered with
leading real estate platforms such as Lamudi and DotProperty to strengthen our online visibility
and make our residential projects accessible to a broader audience in 2020. This shift to a more
digital approach to reaching our clients allowed us to considerably expand our market reach and
acclimate to the dynamic client demands during the 'new normal' while ensuring the health and
safety of our employees.

Complementary to our transition to digital listing platforms, we also shifted to digital marketing
eventsin early 2020. In lieu of open houses and our usual marketing events, we conducted monthly
virtual presentations and webinars to tap our clients for our residential developments.

Leveraging technology for our clients
We seamlessly launched several online platforms and contactless payment systems for our clients
in 2020:

e Online billing statements - We started issuing online billing statements to enable our
tenants and residential buyers to access their billing statements in a secure and convenient
manner. This also helps in the reduction of our environmental impact by significantly
minimizing paper consumption.

¢ Online payments — We also adopted easy payment options via Visa, Mastercard and/or
UnionPay for our residential clients and tenants. The Company is now a registered
merchant under the "Bills Payment" section of banks and payment platforms, allowing our
clients to make direct payments at the security of their homes.
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e DMWAI property showcase app - We also strategically shifted to a Closed-loop Digital
Marketing Solution including 3D Architecture Visualization, 3D Master Plan, 3D Floor Plan,
3D Exterior & Interior Rending, 3D Walkthrough Animation, 3D Virtual Tours, and Mobile
Home Tour. As such, we tapped a third-party provider to develop a mobile app showcasing
Aseana City and our properties, bringing Aseana City closer to our clients.

Data privacy

We are also committed to protecting the data privacy of our company and of our customers. All
personal data collected through our website, marketing activities, or online platforms are handled in
an appropriate manner in accordance with local regulatory requirements and can only be accessed
by authorized persons at the Company.

The Company values the security of the information that our clients share with us. Thus in 2019, we
began drafting our Data Privacy Manual to better address the risks and vulnerability to data privacy
that the Company could potentially experience and to ensure that all information collected from our
stakeholders are processed and protected in accordance with the Data Privacy Act of 2012 (Data
Privacy Act). The appointment of a Data Privacy Officer (DPO) demonstrates our commitment to
adhering to regulatory requirements stipulated by the Data Privacy Act. The Company's Data Privacy
Officer is responsible for overseeing all operations and addressing all data privacy and security-
related concerns.

In addition, the Company is also in the process of formalizing a complaint channel for our residential
clients and tenants. This channel aims to standardize complaint management through a series of

service level agreements, policies, and response workflows.

These two (2) undertakings are still continuing as of year-end 2020.
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Customer experience

Understanding and responding to the changing needs of our customers while seamlessly improving
customer experience is critical to the sustainability of our business and the ongoing relevance and
reputation of our brand, products, and services.

We strive to exceed their expectations in affordability, service offerings, quality and on-time delivery.
Our property managers conduct Net Promotor Score (NPS) surveys twice a year to track tenant
experience and satisfaction across our properties. The survey gauges customer experience and
overall brand perception. Additionally, we monitor our social media presence to assess general

sentiment about our brands and products.

Key feedback received in 2020 includes:

-- Response time when addressing
tenant concerns have markedly
improved in 2020

-- Building common area cleanliness
is maintained well

-- The roll-out of COVID-19
communications and health and
safety guidance was seamless

-- Improve regularity of tenant
meetings and customer service
refresher trainings

-- STP issues at Aseana 3 remain
unresolved

-- Increase tenant inspections in all
buildings

-- Establish a health and safety
committee, appoint safety marshals,

and update health and safety
collaterals
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Product quality and responsibility
2020 saw a lot of DMWAI initiatives come to fruition that improved the quality of our buildings and
the experience of our tenants and residents.

Customer service accessibility

At Pixel Residences, a dedicated help desk with a customer feedback form was rolled out in 2020.
This feature allows our residents to electronically communicate inquiries and feedback to the
relevant team in a more convenient manner. At DMWAI, we put great emphasis on customer
feedback as it serves as a guide on how to further innovate our offerings and continuously improve
the living experience of our residents.

Improved building quality

A power audit for Aseana One, Two, and Three was conducted to gauge and improve the efficiency
and stability of the electricity system of our buildings. We also installed indoor air quality monitoring
devices which run at least three times a day to track the air quality of our buildings for our tenants'
health. These initiatives ensure that comfort and protection of our building tenants and condo
residents as they adjust to the "new normal” during and post COVID-19 pandemic.

Improved connectivity

At a time when stability and strength of network connections have never been more important, we
aimed to ensure that our residents remained connected to their friends and family, that businesses
could continue to operate, and students could keep up with their studies. Connectivity in 2020 was
especially important for our office workers, tenants, and residents during this pandemic. In that
regard, we saw a partnership enacted between Globe and our estate in 2020 wherein outdoor
network antennas were installed and vastly improved network connectivity within Aseana City.

Customer health and safety

We place the health and well-being of our customers as our paramount priority as we always strive
to provide high quality, reliable, and safe products to the office workers, residents, and visitors of
Aseana City. Now more than ever, we are firmly committed to safe operations and diligence in our
safety practices and processes. To manage this important issue, we have implemented strict
protocols for onsite activities. For example, our comprehensive master plan for Aseana City outlines
health and safety criteria for the most critical design and development components —to ensure that
everyone who enters the space can enjoy a green, safe and walkable district.

To support the implementation of several new policies, the Company appointed two (2) safety
marshals in every team of onsite staff. The safety marshals received safety officer training and are
the first line of defense in executing our safety protocols, including addressing risks of exposure to
potentially infected individuals and assessing the exposure of staff to COVID-19.

Throughout 2020 we have sought to ensure the health and safety of our customers by:
e Enactment of more stringent policies and protocols including contact tracing and face mask
requirements, promotion of respiratory hygiene and social distancing across our properties;
e Consistent communication with building tenants on COVID-19-related updates. In 2020, we
distributed no less than sixty-four (64) COVID-19-related memos to over 1,200 people across
Aseana One, Aseana Two, Aseana Three, Aseana Powerstation, and Aseana Square. These
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memos covered COVID-19 updates, important sanitation policies, protocols on building
ingress and egress, and safety requirements and protocols on COVID-19; and

e Continuous dialogue with our property managers to ensure the proper execution of new
health and safety policies across our properties, and to ensure that these procedures and
policies are up-to-date as the pandemic progresses further.



17

Bridging Relationships
The Bridging Relationship pillar of our sustainability framework focuses on creating value with our
partners and across the communities in which we operate.

As a property developer with a substantial network of suppliers and partners, DMWAI promotes
sustainable business practices and supports local companies throughout our value chain, bringing
shared benefits to all our stakeholders and to the local economy. We also strive to be a professional
and trustworthy partner for our business associates. We believe that reliability, fairness, quality and
transparency are key to a successful long-term collaboration.

Material topics Relevant SDGs

e Responsible Supply Chain e SDG 3: Good Health and Well-Being
e SDG 9: Industry, Innovation, and Infrastructure
e SDG 17: Partnerships

Responsible supply chain

We require an extensive number of workers and service providers to support our businesses, which
in return help create job opportunities throughout our supply chain. During the year, DMWAI
contributed over P3.4B to our supply chain, supporting over 450 of our supply chain partners. We
have decades long relationships with multiple local and international suppliers and subcontractors
who go through a detailed and rigorous vetting process to ensure that the companies who work on
our projects are also diversified both financially and logistically.

Suppliers and contractors are essential for the delivery of quality products and services to our
customers. Our major suppliers provide building materials as well as construction, building
operations and maintenance, and advisory consultancy services. DMWAI maintains close
relationships with our supply chain partners and communicates our goals on social, environmental
and occupational health and safety excellence to them. Requirements and standards are clearly
stipulated during the tendering and procurement process.

We have also been working with our partners and suppliers while adhering to our own Supplier
Accreditation Policy — which was established in 2009 and is still in effect today. Under it, all suppliers
and contractors undergo an accreditation process and are required to comply with company
standards. Accredited suppliers are assessed based on several criteria and scored accordingly. We
began undergoing a revision to the policy in the beginning of 2020 and expect it to be completed and
implemented in the succeeding year.

In light of the recent regional turmoil, not just in terms of COVID but also in terms of geo-political
tensions, we can aptly state that we have not had substantial and attributable delays from our
current supply chain relationships. That said, throughout 2020, logistical supply chain challenges
presented themselves in varying ways:

e Several of our regular suppliers experienced a lack of available material, and many of their
workers returned to their home provinces during the lockdown periods. Compounded by an
inability to travel, several suppliers ceased operations completely. However, leveraging our
positive credit ratings from its long-term relationships with our vendors, we were still able to
procure raw materials for construction projects as best as our value chain could provide.
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e Inthe early stages of the pandemic, procuring safety equipment was also a challenge. Due to
the unavailability of safety materials such as cleaning alcohol and face masks, we expanded
our vendor network to ensure we could provide necessary health and safety protection for
our employees.

In anticipation of some of these challenges, we quickly required our major preferred suppliers to
separate their logistics strategies for our different projects. For example, Mitsubishi supplied
elevators for 8912 Asean Ave. from the China plant while their Thailand plant supplied Pargal Aseana.

Procurement through Intranet

Expanding on a project that began in 2019, we invested further in our Enterprise Resource Planning
(ERP) system to centralize, digitize, and streamline operations, including the procurement process.
Updates to the multi-department processes in our ERP system have been started in 2020 including
the integration of requests, approval, and purchasing workflows to the budget monitoring system.
These upgrades were crucial to the Company | as it enabled a smoother transition for our remote
workforce in response to COVID-19.

Proportion spent on local suppliers

Location of Subplier Number of % of Total % of Procurement
PP Suppliers in 2020 Suppliers Budget Spent

Local* 448 98% 93%
International 11 2% 7%
Total 459 100% 100%

*Local suppliers include foreign brands with local operations in the Philippines

Corporate social responsibility
We understand the strong correlation between our ‘social license to operate’ and the quality of the
relationships we have in our local communities. This extends to all parts of those communities - well
beyond our staff and their families.

Our contributions to and relationships with local community groups continually adapt tomeet the
most current and relevant needs in the areas in which we operate. From 2019 to 2020, we shifted
our focus from Katipunan ng Mamamayan ng Bagong Pilipinas Foundation (where activities included
rice distribution, scholarship awards, medical and funeral assistance, and other livelihood programs)
to COVID-19 related relief efforts. These included:

e Donating over 1000 boxes of noodles, 1200 sardines, 500 boxes of bihon, 2 boxes of N95
masks, 100 sacks of rice, and rapid test kits to the City of Paranaque through municipal offices,
barangays, and various parishes; and

e Reallocating our customary holiday giveaway budget towards a donation to the Santa Rita
Orphanage.
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Crossing Boundaries

The Crossing Boundaries pillar focuses on responsible environmental stewardship. We understand
that resource efficiency directly contributes to our environmental footprint and economic bottom-
line. We are also cognizant of the impacts of climate change as the Philippines experiences super
typhoons, flooding, and drought several times a year. These natural disasters have a direct and
indirect impact on our operations — such as, for example, our workers' inability to come to work due
to flooding or a typhoon which creates project delays. As such, we are committed to better tracking,
monitoring, and management of how we utilize natural resources, and we actively seek out ways to
mitigate and manage the environmental risks and impacts associated with our operations.

Raw materials for construction and development projects as well as our energy usage constitute our
greatest environmental footprint. Meanwhile, serving mainly as a B2B services company, the water
consumed and waste generated by our operations are typical of an office environment and therefore
are not considered material ESG topics or prioritized in the Company's programs and practices.
However, recycling of materials such as paper, cardboard and typical office waste is offered within
our offices.

We design our offices and developments to minimize energy consumption and waste, and encourage
our employees to reduce their ecological footprint. We work with Department of Environment and
Natural Resources (DENR)-accredited partners, including waste haulers, to ensure full compliance
with regulatory and policy requirements. Furthermore, we source environmentally-conscious
construction materials for our upcoming developments. The appointment of a Pollution Control
Officer (PCQO) in 2020 further allows us to address and manage risks towards resource management
and ultimately, reducing our overall impact on climate change.

Finally, as we continuously work towards our ultimate goal of transforming Aseana City into a 'next
generation' CBD, we also recognize the significance of green public space for the residents, office
workers and visitors of Aseana City. To answer the need for public spaces and promote walkability,
sustainability and green living in Aseana City, we started the development of Parqal, our four-storey
mixed-use greenway pedestrian park and promenade found within the stretch of Diokno Avenue and
Macapagal Boulevard. 60% of Pargal's lot area is dedicated to lush green landscapes and recreational
facilities. Sustainable building practices have been implemented at Parqgal as we aim for a 4-to-5-star
certification from the Philippine Green Building Council's Building for Ecologically Responsive Design
Excellence (BERDE), the Philippine's representative to the World Green Building Council and the local
counterpart of the prominent Leadership in Energy and Environmental Design (LEED). Most notably,
Pargal features a canopy made up of ethylene tetrafluoroethylene (ETFE) which will enable sunlight
to still penetrate the roof but with reduced heat and will substantially minimize the cost of energy
running air-conditioners, among others.

Material topics Relevant SDGs

e Energy management/efficiency e SDG 12: Responsible Consumption and Production
e SDG 13: Climate Action
e SDG 14: Life Below Water
e SDG 15: Life on Land
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Energy consumption

Resource management is embedded in the culture of DMWAI. Whether it's turning off lights upon
exiting a room or designing a project such as Parqal to be as energy efficient as possible, energy
reduction has become second nature for everyone in our organization.

Due to COVID-19, we experienced many operational interruptions, and as such no new energy
efficiency initiatives were carried out as planned in 2020. A substantial decrease of foot traffic and
building visitors across our portfolio resulted in an overall decrease of electricity consumption by -
19%. However, our Field Office and Project Site electricity consumption increased by 43% due to an
increase in activity across our project sites.

In coming years, we plan to increase our use of clean, renewable energy and reduce our reliance on
fuel from non-renewable sources.

Electricity consumption (kWh)

2019 2020
P t % ch
sqm sqm

Aseana One 817,093.2 309.5 658,963.9 249.6 -19%
Aseana Two 605,018 499.2 607,450.9 501.2 0%
Aseana Three 1,471,767 251.3 1,062,311 181.4 -28%
Aseana Powerstation 535,805.40 171.8 263,563.5 84.5 -51%
Aseana Square 63,376 39.5 54,129 33.7 -15%
DMWAI Field Office and Project Sites 39,569 65.6 56,626 93.9 +43%***
Pixel Residences** N/A N/A 168,880 70.3 N/A
Total annual consumption (absolute) 3,532,628.59 kWh 2,871,924.26 kWh -19%

*Floor area (square meter) excludes tenant-occupied areas and is only based on DMWAI-occupied spaces (e.g., head offices) and common areas.
**2020 was the first year of operations for Pixel Residences

***DMWAI Field Office and Project Site reflects an outlying value change due to an increased scope of electric bill coverage (inclusive of other
DMWAI properties).

Diesel consumption (L)

Property or Company 2019 2020

Generator sets

Aseana One 3,972.00 6,620.00 +67%*

Aseana Two 2,004.00 3,340.00 +67%*

Aseana Three 705.00 1,007.00 +43%*

Aseana Powerstation 360.00 60.00 -83%

Aseana Square 300.00 249.60 -17%

DMWAI Field Office and Project Site 39,789.00 36,772.00 -8%

Pixel Residences N/A 30.00 N/A

Transportation
DMWAI (group-wide)** 198,704.78 192,242.79 -3%
Other diesel intensive activities

DMWAI Field Office and Project Site*** 134,497.00 140,260.00 +4%

Total annual consumption 380,331.78 L 380,581.39L 0.07%

*Increase in generator set use in 2020 resulted in more frequent test runs conducted for maintenance
**Vehicles are a mix of cars and vans owned by DMWAI and used by all its subsidiaries
***The construction equipment owned by Fabricom (a DMWAI subsidiary) used in our ongoing projects accounts for the diesel consumption
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Gasoline use (L)

Property or Company 2019 2020

Transportation
DMWAI (group-wide)* 6,016.80 L 4,081.08 L -32%

*Vehicles are a mix of cars and vans owned by DMWAI and used by all its subsidiaries

Water consumption

Just as energy conservation is embedded in the DMWAI culture, so too is water conservation. While
we endeavour to conserve water throughout our operations, we also ensure it is used wisely and
treated properly prior to discharge. We implement a wide range of water conservation initiatives in
our buildings, ranging from the installation of more efficient equipment to educating employees
about water-saving best practices. We track the use of water across our facilities to understand and
monitor consumption patterns and have adopted reuse technology, where possible, to managing our
usage.

Water withdrawal (cubic meters)

2020

Aseana One 18,209.7 6.9
Aseana Two 9,601 7.9
Aseana Three 21,650.4 3.7
Aseana Powerstation 4,406.4 1.4
Aseana Square 1,803 1.1
DMWAI Field Office and Project Site 3,821 6.3
Pixel Residences** 1,777 0.7

Total annual consumption (absolute) 61,268.5 m?

*The 2019 water withdrawal data reflect whole building operations. At this point, we are unable to provide the 2019 data with the adjusted scope
(only DMWAI-occupied and common areas) hence we cannot compute year-on-year change.

*DMWAI does not have appropriate meters in place to accurately track and break down the volume of effluents. For the purpose of this report, we
assume that Water Withdrawal is 100% equal to both Water Consumption and Water Discharge because:

- Wastewater data covers the entire building and cannot be broken down to DMWAI-occupied spaces and common areas

GHG emissions and air pollution

While greenhouse gas (GHG) emissions and air pollution are not considered material to DMWAI, we
nonetheless accept responsibility for the environmental impacts of our operations. By managing and
mitigating our own emissions, we aim to set an example for our clients and our industry.

We continuously perform standard emissions testing to ensure our operations remain within an
acceptable range of emissions. In 2020, we saw relatively little change to our Scope 1 emissions, and
a sharp decrease in our Scope 2 emissions of 19%. We also appointed an Environmental Management
Bureau (EMB)-accredited Pollution Control Officer this year to ensure our compliance with the
Philippine Environmental Impact State System (PD 1586), Toxic Substances and Hazardous and
Nuclear Wastes Control Act of 1990 (RA 6969), Ecological Solid Waste Management of 2000 (RA
9003), and the Philippine Clean Water Act of 2004 (RA 9275). This allows us to further monitor and
measure our operational impact. As a liaison to the EMB, the officer also ensures we are up-to-date
on the most recent regulatory changes.

With regard to air pollution, under normal circumstances we conduct annual Source Emission Tests
(SETs) to help monitor our compliance with air quality standards as regulated by the DENR. However,
in 2020 due to limited availability of test technicians from COVID-19-related restrictions, we were
unable to conduct these tests. As such, we have not disclosed an update to our 2020 air pollutant
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data. We did, however, install more air quality monitoring devices within our properties to facilitate
enhanced testing once regular schedules resume.

In coming years, we will increase our efforts to raise companywide awareness of the effects of
climate change and GHG emissions and hope to enhance recognition of the risks we are facing via
relevant companywide initiatives.

GHG emissions

|0 2020

GHG Scope 1 - direct (tonnes CO2) 1,045.5 1,041.7 -0.36%
GHG Scope 2 - indirect (tonnes CO2) 2,515.9 2,045.4 -19%
Total GHG emissions (tonnes C02) 3,561.5 3,087.1 -19%
Total energy consumption (GJ) 26,839.9 24,406.4 -9%

*GHG Scope 1 emissions were calculated with the default emission factor from Volume 2 of 2006 IPCC Guidelines for National Greenhouse Gas
Inventories from the Intergovernmental Panel on Climate Change (IPCC) on stationary and mobile combustion. The GHG Scope 2 emissions uses
National Grid Emission Factor (NGEF) from DOE.

Air Pollutants

1 N S

Nitrogen oxides (NOx) 2,555.50 N/A
Carbon monoxide (CO) 797.60 N/A
Sulfur oxides (SOx)

Persistent organic pollutants (POPs)

Volatile organic compounds (VOCs) o Lk

Hazardous air pollutants (HAPs)

Particulate matter (PM)

*DMWAI has not collected data on these metrics

Material use and waste management

We acknowledge that the development and operation of buildings account for large quantities of
waste and material usage, which we manage as best we can to minimise negative impacts. We
consider the lifecycle of every material we use, and minimise the environmental impacts associated
with waste disposal through reuse and recycling throughout our project development process and
property management operations.

For example, at Parqal, all construction materials and design elements were selected in alighment
and compliance with Philippine Green Building Council’s Building for Ecologically Responsive Design
Excellence (BERDE) Program. By considering the lifecycle of all aspects of the architectural design,
structural frames, and other construction material, we aim to achieve a 4 - 5 star ranking from
PHILGBC in 2021. Also, material selection in all our developments is vetted against occupant health
through safe non-toxic materials, durability and end-of-life reclamation options.

We do our best to ensure that hazardous and non-hazardous waste are appropriately segregated,
stored and disposed of in accordance with regulatory requirements. Solid waste is collected,
segregated and then hauled by a private hauler in accordance with building and estate rules and
regulations. Hazardous and construction waste are separately transported and managed offsite by
third party haulers. Ultimate waste disposal, including movements of hazardous waste and


https://www.ipcc-nggip.iges.or.jp/public/2006gl/pdf/2_Volume2/V2_2_Ch2_Stationary_Combustion.pdf
https://www.ipcc-nggip.iges.or.jp/public/2006gl/pdf/2_Volume2/V2_3_Ch3_Mobile_Combustion.pdf
https://www.doe.gov.ph/electric-power/2015-2017-national-grid-emission-factor-ngef
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international shipments of waste, is controlled by contractors and thus not within the scope of
material indicators included in our reporting. Regardless, we ensure that all hazardous waste is
disposed of properly and labelled according to type.

Solid waste*
in 2020 (kg)**
Aseana One 860 6,880
Aseana Two 685 5,480
Aseana Three 4,246 33,968
Aseana Powerstation 4,076 32,608
Aseana Square 1,297 10,376
DMWAI Field Office and Project Site N/A*** N/A***
Pixel Residences 1,213 9,704

Total waste generated 12,377 bags 99,016 kg
*All waste is collected by our private waste hauler and is sent to the landfill.
**Each bag of waste is estimated to be 8 kg each.
***DMWAI Field Office does not have a formal waste tracking method in place. Waste is minimal in our construction sites as materials are sent back
to our warehouses to be used in our next projects. DMWAI maximizes the materials we use for our projects to minimize waste.

Hazardous waste*

Weight of waste transported in 2020 (kg)

Propert ; :
PETYY Paint sludge Busted lights

Aseana One 977

Aseana Two 346.6 NA NA
Aseana Three*** NA NA NA
Aseana Powerstation 6,152 NA NA
Aseana Square 2,590 NA NA
DMWAI Field Office and Project Site NA NA NA
Pixel Residences NA NA NA

Total hazardous waste transported*** 10,065 kg NA NA

*All hazardous wastes have been hauled and treated by our DENR-accredited contractors. All data are supported by manifestos submitted to the
DENR. We are still in the process of applying for DENR certificates to further support some of the data through considering the hire of individual
Pollution Control Officers per property.

**Grease waste data only covers January to May 2020. This is because the contract with our previous hauler ended in September 2020. In the
interim, we have a temporary hauler for our hazardous waste while looking into a long-term contract moving forward.

***Aseana Three does not have a hazardous waste ID for 2019-2020. We will start tracking our hazardous waste for Aseana Three In 2021.

Effluents

While not a material ESG topic of DMWAI, we have been required to comply with the DENR
Administrative Order 2016-08 for Water Quality Guidelines & General Effluents Standards since 2016.
In 2020, DENR implemented higher parameters for water quality monitoring testing, to which we
have submitted quarterly test results of our effluent data. We recognize a need to improve our
performance on this topic, particularly when it comes to managing ammonia-nitrogen, fecal coliform,
and phosphate. As such, we aim to improve our management of effluents in coming years and will
be investing in improved technology to update onsite testing to meet the new DENR requirements.

Regulations and compliance

DMWAI and its subsidiaries all strive for full compliance with the environmental compliance
regulations of the DENR and other regulatory bodies. Where there are any violations, the root cause
is immediately assessed, reported, and addressed. Additional details of our many environmental
protection measures can be found on page 36 of our 2019 Sustainability Report.



http://www.dmwai.com/wp-content/uploads/2020/07/2019-AR_lowres_vF.pdf
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While we identified one (1) violation incident involving one of our F&B tenants in Aseana
Powerstation in 2020, we ensured that this was addressed properly in a timely manner. This incident
involved the mismanaging of grease waste disposal, wherein it was found that one of our F&B tenants
has not been complying with the grease waste disposal method imposed by the Company which
resulted to the leakage into the local drainage piping. Our Pollution Control Officer promptly engaged
in a dialogue with DENR-EMB, and submitted a position paper detailing the incident that occurred.
Preventive measures were also implemented in response to this violation and to ensure that the
Company maintains its full compliance to protocols stipulated by our regulators.

Cases resolved through dispute resolution

. . Property Environmental Fine, sanction, or resolution
Non-compliance Incident/s k
involved Law

Total amount of monetary fines
for non-compliance with

environmental laws and/or 0 N/A N/A N/A
regulations
No. of non-monetary sanctions
for non-compliance with
environmental laws and/or 0 N/A N/A N/A
regulations

Submitted position paper to
No. of cases resolved through 1 Aseana RA 9275 DENR; preventive measures
dispute resolution Powerstation were taken in response to

the violation
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Housing Innovative Minds

We believe that our working culture and workforce are the greatest assets to our enterprise. As we
reflect on 2020, we recognize more and more the importance of operating as a reliable employer
and cultivating an engaging workplace that offers meaningful jobs that are shaped by our workforce
diversity and companywide core values. 26% of our material ESG topics are concentrated in this area
because providing a healthy and sustainable working environment for our employees are vital to our
core values and our success.

Material topics Relevant SDGs

e Health and Safety e SDG 3: Good Health and Well-Being

e Employee Training and Competency e SDG 5: Gender Equality

e Ethical Business Operations e SDG 8: Decent Work and Economic Growth

e Employee Turnover, Attrition, and e SDG 16: Peace, Justice, and Strong
Retention Institutions

e Corruption/ Fraud

We aim to be an employer of choice that attracts and retains the best talent. We do this by promoting
diversity and equal opportunities as well as safeguarding employee health and safety. The Company's
HR policies ensure that our approach to employment, including fair hiring practices, compensation
and benefits, dismissal, retirement support, working hours, rest periods, anti-discrimination, and
employee welfare all meet or exceed local legal requirements and promote an honest and
collaborative workplace.

Our commitment to our employees was put to the test in 2020, as we sought to ensure a safe and
healthy working environment as well as continuous employment despite the pandemic. As a
response to the pandemic, we have implemented the following: :

e While many other companies became vulnerable to fluctuating employment, we earmarked
a P100 million emergency contingency fund to help alleviate the financial situations of our
employees and tenants3. The emergency fund ensured the continuity of wages, leave
conversions, and other financial support for our workforce.

e In March 2020, we formed an interdisciplinary committee (including Operations, Senior
Management, Human Resources, etc.) to develop a business continuity plan to address how
the company will pivot, adjust, and evolve during these challenging times.

e To ensure the stability and resilience of our workforce, the hiring process has focused on
essential positions required to maintain operations amid the pandemic.

e We further streamlined operations by leveraging technological options. For instance, 33% of
hiring is now done online - from interviews to processing documents. While 64% of the
interviews remain in-person where required, our Human Resources has created a sustainable
and efficient process that will continue to evolve beyond 2021.

As a result, there was no large-scale downsizing and compensation and employment for all our staff
was maintained. In 2020, our attrition rate was 17.4%, and our overall employment increased by
11.9%.

3 Manila Times: DMWAI creates a P100 Million contingency fund for its employees



https://www.manilatimes.net/2020/04/10/public-square/dmwai-creates-a-p100-million-emergency-contingency-fund-for-its-employees/712237/
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To show our appreciation for all the hard work and collaboration across our team in 2020, while
adhering to social distancing measures, the Company celebrated Christmas in style via an online
holiday party. While just a token show of gratitude, the party epitomized how resilient the team can
be.

Employee breakdown — by company and gender

Total by company

DMWAI 117 61 178
ACTCC 1 0 1
AHI 6 20 26
ARESM 34 13 47
ARHC 7 14 21
Fabricom 48 0 48
U-City 4 3 7
Total by gender 217 111 328
% 66% 34%

Employee breakdown — by position and gender

Total by position
7 1 8

Top Management

Senior Management 10 3 13
Middle Management 18 12 30
Supervisors 56 24 80
Rank and File 43 64 107
Blue collar workers 11 0 11
Skilled workers 24 0 24
Consultants (project-based) 5 7 12

Blue collar and skilled workers
(contract-based)
Total by gender 217 111 328

*Consultants are marked as contract-based and are not regular employees of DMWAI.

43 0 43

New hires — by age and gender

WIS Female

New hires 20 19
<30vyearsold 35% 89%
30-50 years old 60% 11%
> 50 years old 5% 0%

Total 39
New hire rate 11.9%

*New hire rate = New hires / Total # of active employees

Attrition rate

Employee turnover in 2020 57
Attrition 17.4%

*DMWAI internal measures turnover as part of KPlIs. Attrition = Average separated / (Sum of Average Active + Sum of Average New Hi
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Employee benefits

A key aspect to our focus on housing innovative minds is ensuring that our employees are
compensated fairly and competitively. We offer a full range of benefits that support our team. This
includes health care coverage, ways to save for the future, and other resources to improve well-
being. This incentive-based compensation system fosters a sense of meritocracy and encourages the
active participation of employees in fulfilling their roles responsibly and to the best of their abilities.

Our Human Resources Operations practices adhere to all Labor Code of the Philippines as set by the
Bureau of Working Conditions under DOLE. We have also adjusted our employment policies in
response to the impact of COVID-19 and the subsequent shifts to our working environment, while
still maintaining compliant with Department of Labor and Employment (DOLE) regulations.

Employee benefits

% of women availed % of men availed

SSS*** 19% 23%
Philhealth 5% 2%
Pag-IBIG 5% 12%
Vacation Leave 66% 46%
Sick Leave 65% 40%
Medical benefits (aside from Philhealth) HMO 81% 58%
Retirement fund (aside from SSS) 0% 4%
Telecommuting 96% 63%
Flexible working hours 86% 54%
Cash Advances 7% 17%
Car Plan 0% 0.40%
Magna Carta Leave 0% 0%

*Employees who availed of benefits include those separated or resigned in 2020

**Regular employees directly hired by DMWAI are eligible to receive the full roster of benefits. On the other hand, project-based consultants can
only avail, upon request and approval — HMO, Telecommuting, Company leaves credits, and Car Plan, while other contract-based employees such as
skilled and blue-collar workers can only receive government-mandated benefits.

**%SSS benefits include statutory parental leave. In 2020, 5% and 4% of the women and men population respectively availed of the SSS parental leave

benefit.

Diversity and inclusion

Diversity and inclusion are an important component of our approach to talent management. By
seeking top talent from a diverse pool, we can help guarantee that we have the right team of people
to help us reach our goals. As such, we have established practices that support our position on
prohibiting discrimination or harassment on the basis of race, color, religion, national origin, sex, age,
citizenship, marital status, disability, veteran or military status, or any other basis protected by
applicable law.

Beyond our hiring practices, we strive for diversity and inclusion in other areas. There is an industry-
wide exodus of experienced skilled workers as many of the industry’s most skilled workers are
transitioning to retirement. This is creating an experience and skills gap between the experienced
workers over 50 and the younger new hires. 85% of our team is aged 50 years or younger and via
cross-training, we aim to retain institutional knowledge within the organization by encouraging
collaborative upskilling across the age groups of our team.
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Although we are in an industry that customarily attracts more male applicants, we recognize that
there is always progress to be made, and we will continue to find ways to improve our gender balance
in coming years.

Employee breakdown — by age and gender

subtotal by age
54 75 129

< 30 years old

30-50 years old 118 31 149
> 50 years old 45 5 50
Total by gender 217 111 328

Diversity — vulnerable groups

Employees from socio-economic class D & E (base of the pyramid) 24%

*Employees come from the blue-collar and skilled workers, both regular and contract-based workers, under DMWAI and Fabricom.

Ratio of the lowest-paid employee against minimum wage

Ratio of the lowest-paid employee against minimum wage 1:1

*DMWAI adheres to government standards on minimum daily wage for our regular rank & file staff and project-based blue-collar & skilled workers.

Training and competency

Despite logistical challenges brought on by COVID-19, we were able to pivot our training programs
towards skills that enable our team to more easily conduct their day-to-day responsibilities as they
transition to a virtual environment. This has included training on business skills and ethics, technology
refresher courses, negotiation skills, and presentation skills, to name a few. Additionally, virtual
mentoring and coaching sessions continued throughout the year. The switch from onsite to remote
operations was one of the biggest changes the company has had to manage and the close
coordination across our IT, Operations, and Human Resources departments ensured as smooth a
transition as possible.

To support employees as they transition their roles and responsibilities in a virtual environment, and
to supplement the lack of in-person interaction, i the Human Resources Department hosted quarterly
‘HR Hour’ offering updates on Learning and Development, Talent Acquisitions, HR Operations, and
other COVID-19-care related topics. Additionally, regular COVID-19-related self-care
recommendations have been regularly disseminated to all employees to support their physical,
mental, emotional, and psychological wellness. These online interactions have been well received by
employees.

Over the course of 2020, we provided over twenty (20) training courses and workshops, many of
which were online. We saw an increase in attendance amongst our female staff which is due to the
fact that more of them could attend online, while working from home, and could fit the courses into
their own schedules.* We are delighted to see this increase in interest and willingness to upgrade
skillsets, and will continue to expand our online training offerings in coming years.

In continuation of our plans to advance employee development plans mentioned in the 2019
Sustainability Report, our Human Resources Department developed Career Pathing, a formalized and

4 More women on our team are eligible for flexible working schedules as many of them occupy office-based positions.
Our site-based employees are mostly men, and are not eligible for work-from-home/flexible working arrangements.
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proactive career path program for high-performing employees. We look forward to expanding this

program in coming years.

Employee training hours — by gender

Total training hours*
Average hours of training per employee

684.5 1,112
10.02 3.39

*This includes both in-house trainings and external trainings conducted by 3 party groups.

In-House Training programs
Program

Topics and skills tackled

Company Profile, Vision, Mission and Values, The Wenceslao Family, House

New Employee Orientation

Rules, Policies and Procedures (including Anti-Corruption policies), Dress Code,

Safety and Health Protocols and Guidelines

HR Hour

HR Updates, Timekeeping Policies and Procedures, Protocols and Guidelines

and other pandemic-related topics (Resilience, Health Tips, Mental Health)

Sales Training

Presentation Skills for Property Specialists

Handling Counselling Session: The | Handling Counselling Sessions for Employees

HR Guide Training
Safety Marshal Orientation

External training programs, seminars, courses
Program
Managing Business Relationships — An Effective
Negotiation Skills Program
Effective Presentation Skills Online Training
Proficiency Level: Intermediate Excel Online Training
BOSH
COSH
The Data Privacy Practice for Employees and Process
Owners
Business Email and Phone Etiquette
Business Writing Mentoring Workshop
Gamification in Assessments
Strategic Organization Management
Online Intellicare Orientation
Toastmasters Meeting
ISO 9001:2015 Orientation
57th PMAP Annual Conference
Upgrading Material Engineer-2 Online Training

Human rights

COVID Prevention Measures, Protocols and Guidelines in the Workplace

Topics and skills tackled

Negotiation and communication

Presentation and communication
Data analysis and presentation
Safety and Health for Safety Officers
Safety and Health for Safety Officers

Data analysis and presentation

Communication and customer service
Communication and customer service

Talent management

Organizational development and design

Medical benefits awareness

Public speaking

Process standardization

Company policies and practices during Pandemic
Professional development

Human rights are material to DMWAI and we support the ideal that all people should be valued and
respected. Consistent with our values, we are dedicated to complying with all laws and regulations
that relate to human rights compliance. We commit to embedding human rights practices into our
corporate culture as an ongoing commitment to our values and to being a responsible business.

Harassment-Free Workplace
We believe all employees deserve to work in an environment free of harassment, and we do not
tolerate any harassment amongst employees. The cornerstone to achieving a harassment-free
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workplace is our Employee Health, Safety, and Welfare policy which stipulates the procedures to
report, resolve, settle and/or dispose harassment cases.

Anti-corruption

Anti-corruption is material to DMWAI as we have built our business on trust and our reputation for
fair and ethical business practices. We have zero tolerance for bribes, kickbacks or any other illegal
business practices and require our employees to ask questions or raise concerns on ethics and
compliance issues that they believe may be contrary to our values. Our Board of Directors leads the
stand against corrupt practices in DMWAL.

The Company adheres to relevant laws, rules and regulations, and codes of best business practices
as stated in the provisions of the Anti-Graft and Corrupt Practices, Code of Conduct for Government
Officials, and other anti-bribery laws. Our Anti-corruption Policy provides guidance for bribery,
extortion, and the solicitation of money, material objects, free meals, signing privileges, discounts,
and other special favors, for any purposed not sanctioned by the company. Violation of this policy
results in an immediate dismissal on the first offense. The Anti-Corruption Policy is discussed during
the New Employee Orientation (NEO) and enforced through ongoing communications to our
stakeholders. Our tenured employees also undergo refresher trainings organized by the Human
Resources Department to reinforce Company policies relating to anti-corruption. We also make sure
our stakeholders are informed and compliant with our anti-corruption and other related policies, as
reinforced in the contracts and agreements we execute.

Prior to the onset of the COVID-19 pandemic, we had already provided many of our employees with
a range of online training programs. This was instrumental in the smooth transition to remote
working and increased employee engagement during the COVID-19 government restrictions. To build
on this, we fast-tracked the implementation of our online anti-corruption training program. As a
result, we saw full compliance to Anti-Corruption Trainings from our Board of Directors and other
stakeholders.

Anti-Corruption Training

Employees
Anti-Corruption Training & Skilled Workers,

Directors Middle Business Partners

Communication by Position Officers &

Management .
g Professionals

Received training and/or
communication on DMWAI’s Anti- 8 9 11 19 6
Corruption policy in 2020

Total 8* 39 6
[+) 0,
% 100% 100% (of new hires)** 100% (qf new
suppliers)

*Qur board of directors annually partake in corporate governance sessions where there are dedicated modules on Anti-Corruption.
**New hires go through employee onboarding and orientation programs which covers DMWAI’s Anti-Corruption policy.

Health and safety

To protect and promote employee well-being, all our offices and operation sites maintain high
standards of health and safety, and employees are encouraged and supported to lead healthy lives,
contributing to a workforce that is healthy, safe and motivated. When it comes to occupational health
and safety (OHS), the Company operates in full compliance with applicable laws and regulations to
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provide a safe working environment. We ensure thatour protocols comply with the Inter-Agency Task
Force on Emerging Infectious Diseases (IATF) as well as our own internal strict standards for OHS.

Our Joint Safety and Health Committee which comprises of management and technical staff within
individual operations, reviews our OHS policies regularly to ensure compliance and keep our team
safe. Our Employee Health and Welfare Policy as well as our core safety programs and injury-
reduction initiatives aim to ensure that workplace hazards are identified and employees are
empowered to report workplace hazards to their supervisor without any fear of repercussion. More
details of our OHS management can be found in the 2019 SR, on pages 39 and 40.

In 2020, our team met several COVID related challenges head on, including:

Submitting an SEC Form 17-C indicating our intention to adopt various types of flexible
working arrangements, as well as establishing a set of building ingress/egress protocols, and
sharing our social distancing policy in response to COVID-19.

Accommodations were provided to our site-based for the duration of their work period to
avoid COVID-19 transmission or infection.

Conducting regular onsite temperature and health checks. If an employee was found to have
any COVID-19-related symptoms, they were sent home. To return to work, medical clearance
is required.

We also provided rapid-testing, antibody testing initiatives, and shuttle services to our
employees to assist them with their transportation to and from the office with as minimal
risks as possible.

In 2020, there were no cases of work-related injuries, fatalities, or ill-health related to our operations.
This is a testament to our strict implementation of our safety policies that promote employee health
and safety in the workplace.


http://www.dmwai.com/wp-content/uploads/2020/07/2019-AR_lowres_vF.pdf
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Appendices

SEC ESG Data Table

A. Economic disclosures

Economic Performance

Direct Economic Value Generated & Distributed
Direct economic value generated (Revenue) 3,513,391,951.00 2,734,364,926.00 -22%

Direct economic value distributed

Operating costs 772,692,252.00 850,394,544.00 +10%
Employee wages & benefits Php 137,508,259.00 156,690,816.00 +14%
Payments to suppliers and other operating costs 2,815,044,883.00 3,433,841,046.93 +22%
I)I:)\gﬂepr;gi;cgeizockholders and interest payments to 218,346,723.00 185,664,130.94 15%
Taxes given to government 1,157,052,421.00 637,849,282.00 -45%
Community investments (e.g. donations, CSR) 301,841,117.00 82,361,694.00 -73%

Climate-Related Risks and Opportunities
5

Procurement Practices

Proportion of Spending on Local Suppliers
Percentage of procurement budget spent on local

suppliers % 9 3 6%
Anti-Corruption

Training on Anti-Corruption Policies & Procedures

Percentage of employees who have received written No

communication about corporate anti-corruption 100 100

- change
policies and procedures &
Percentage of business partners who have received No
written communication about corporate anti- 100 100 change
corruption policies and procedures % g

0
Percentage of directors and management who have 100 100 No
received anti-corruption training change
Percentage of employees who have received anti- 100
corruption training (adjusted % to 100 No
(all new hires undergo mandatory orientation covering anti- reflect all change
corruption training, hence all employees) employees)
Incidents of Corruption
Number of incidents in which directors were removed 0 0
or disciplined for corruption
Number of incidents in which employees were M 0 0 No
dismissed or disciplined for corruption change
Number of incidents when contracts with business 0 0

partners were terminated due to corruption

5 See the Sustainability Risk Management section for more details.




B. Environment Disclosures

Unit

2019

2020

Energy consumption within the organization and Reduction of Energy Consumption

Energy consumption - by fuel type

Renewable Sources

LPG

Gasoline

Diesel - by business activity
Transport
Generator Sets
Construction equipment

Electricity (based on DMWAI-occupied spaces and
common areas only — adjusted for 2019)

Energy reduction - by fuel type

Gasoline
Diesel
Electricity

Water consumption within the organization

Water consumption within the organization

Water withdrawal
(2019 reflects full building, 2020 data based on
DMWAI-occupied spaces and common areas only)

Water recycled and reused

Materials Used by the Organization

Materials used by weight or volume
*currently not tracked for this report

Renewable

GJ

kWh

%

m3

kg

N/A
N/A
199.45

13,923.03
7,274.10

1,725.32
4,923.61

3,532,628.59

179,556.00

179,556.00

0.00

0.00

Non-renewable (includes only materials where weights are available or can be estimated)

Industrial oils
Engine Oil

Hydraulic Oil
Acetylene

Oxygen

Ready-mix Concrete
Deformed Rebars
Asphalt

Vibro Sand

Gravel

Cement

Common wire nail
G.l. tie wire

HTS (PC strand)
Percentage of recycled input materials used to
manufacture the organization’s primary products and
services

Ecosystems and Biodiversity

kg/liter

L

L
Tank
Tank

kg

4,000
2,800
5,600

159

332
58,495,200
88,497
8,218,570
436,416.90

500,442.80
176,040

*
*

*

0.00

N/A
N/A
135.28

13,932.17
7,037.55

1,760.04
5,134.58

2,871,924.26

61,268.50

61,268.50

0.00

0

3,000
4,400

246

501
24,571,080
3,125,539
0
41,270.00

53,760
8,800
75

12,235
378,861

34

YOY
change

N/A
N/A
-32%
+0.07%
-3%
+2%
+4%

-19%

-32%
0%
-19%

N/A

N/A

+7%
-21%
+55%
+51%
-58%
3432%

-91%
-89%
-95%
N/A
N/A
N/A

N/A
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Operational sites owned, leased in, or adjacent to,
protected areas and areas of high biodiversity value
outside protected areas

Habitats protected or restored # N/A N/A N/A

IUCN Red List species and national conservation list
species with habitats in areas affected by operations

Air Emissions - Green House Gases
(reflects DMWAI-occupied spaces and common areas only — adjusted for 2019)

Direct (Scope 1) GHG Emissions 1,045.50 1,041.70 -0.36%
Energy indirect (Scope 2) GHG Emissions tCO2 2,515.90 2,045.40 -19%
Emissions of ozone-depleting substances N/A N/A N/A

Air Pollutants

Nitrogen oxides (NOx) 2555.50 N/A
Carbon monoxide (CO) 797.60 N/A
Sulfur oxides (SOx) N/A N/A
Persistent organic pollutants (POPs) kg/Nm3 N/A N/A N/A
Volatile organic compounds (VOCs) N/A N/A
Hazardous air pollutants (HAPs) N/A N/A
Particulate matter (PM) N/A N/A
Solid Waste
Total solid waste generated kg 160,232.00 99,016.00 -38%
Breakdown gf d.lsposal methotfl (reused, recycled, B Landfilled Landfilled N/A
composted, incinerated, landfilled)
Hazardous Waste
Total weight of hazardous waste generated and
transported (based on manifestos submitted to the kg 9,061.00 10,065.60 +11%
DENR)
Effluents
Total volume of water discharges
(assumed to be equal to water withdrawal due to no m3 179,556.00 61,268.50
meter installed to measure effluents) N/A
Percent of wastewater recycled % 0.00 0.00
Non-compliance with environmental laws and regulations
Total amount of monetary fines for non-compliance

. . . Php 0 0
with environmental laws and/or regulations No
No. of non-monetary sanctions for non-compliance “ 0 0 change
with environmental laws and/or regulation
No. of ceses resolved through dispute resolution M 0 1 N/A
mechanism

C. Social Disclosures Unit 2019 2020

Employee Hiring and Benefits
Total number of employees # 341 328 -4%



Number of female employees

Number of male employees

Attrition rate (= Total separated employees / Total
Active including New Hires)

Ratio of lowest paid employee against minimum
wage

List of employee benefits

SSS

PhilHealth

Pag-ibig

Parental leaves

Vacation leaves

Sick leaves

Medical benefits - HMO
Retirement fund (aside from SSS)*
Telecommuting

Flexible-working Hours**

Magna Carta Leave for Women
Cash Advances

Car Plan

Housing assistance (aside from Pag-ibig)
Further education support

Company stock options

Employee Training and Development
Total training hours provided to employees
by female

by male

Average training hours provided to employees
by female
by male

Labor Management Relations

% of employees covered by Collective Bargaining
Agreements

Number of consultations conducted with employees
concerning employee-related policies

Diversity and Equal Opportunity

%

ratio

% female
% male

hr
hr
hr

hr/employee
hr/female

hr/male

%

113

228
39%

(adjusted to
reflect correct
formula)

N/A

1:1

9%
21%
1%
1%
8%
2%
2%
1%
60%
42%
62%
43%
70%
54%
N/A
N/A
N/A
N/A
77%
39%
1%
N/A
3%
4%
0%
0%
N/A
N/A
N/A
N/A
N/A
N/A

3,928
1,478
2,450

13.08
10.75

111
217

17.4%

1:1

19%
23%
5%
2%
5%
12%
0%
0%
66%
46%
65%
40%
81%
58%
0%
4%
96%
63%
86%
54%
0%
N/A
7%
17%
0%
0.40%
N/A
N/A
N/A
N/A
N/A
N/A

1,112
684.5
4275
3.39
10

5

N/A
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-2%
-5%

-55%

No
change

111%
10%
400%
100%
-38%
500%
-100%
-100%
10%
10%
5%
-7%
16%
7%
N/A
N/A
N/A
N/A
12%
38%
-100%
N/A
+133%
+325%
No change
N/A

N/A
N/A

N/A

-72%
-54%
-83%
-71%
-23%
-52%

N/A

No
change



% of female workers in the workforce % 33 34

% of male workers in the workforce % 67 66

Number of employees from indigenous communities 8 (elderly & solo

and/or vulnerable sector parents) 78 (class D & E)

Workplace Conditions, Labor Standards, and Human Rights Occupational Health and Safety

Safe Man-Hours (covers site-based workers only) hr 243,088 220,712
No. of work-related injuries 0 1
No. of work-related fatalities 0 0
No. of work-related ill-health 0 0
# 6 employee safety
. trainings

No. of safety drills and training (includes those onsfgztyi:lrnser
undergone by both employees & on-site workers) yearp Weel.<ly huddles to
bldg reinforce safety

protocols for on-
site workers

Labor Laws and Human Rights

Policies that explicitly disallow violations of labor laws and human rights in the workplace

Forced labor Y/N
Child labor Y/N N/A N/A
Human rights Y/N
Y (Employee Health,
Anti-harassment Y/N N Safety & Welfare
policy)
No. of legal actions or employee grievances involving
. # 0
forced or child labor
Supplier Accreditation and Screening
Supplier accreditation policy Y/N Y Y

Considering sustainability topics when screening
suppliers: environmental performance, forced labor, Y/N N N
child labor, human rights, bribery and corruption

Significant Impacts on Local Communities

For operations affecting IPs, total number of Free and
Prior Informed Consent (FPIC) consultations and # N/A N/A
Certification Preconditions (CPs) secured

Customer Satisfaction
Average Customer Experience Survey scores by

property NPS N/A 13.7
Aseana One NPS N/A 18.1
Aseana Two NPS N/A 13.8
Aseana Three NPS N/A 9.2

Did a third party conduct the customer satisfaction Y/N N/A N

study?

37

+3%
-1.5%

N/A

-9.2%
N/A

No
change

N/A

N/A

No
change

No
change

N/A

N/A



Health and Safety

Number of substantiated complaints on product or
service health and safety

Number of complaints addressed

Marketing and Labelling

Number of substantiated complaints on marketing
and labelling

Number of complaints addressed

Customer Privacy

Number of substantiated complaints on customer
privacy

Number of complaints addressed

Number of customers, users and account holders
whose information is used for secondary purposes

Data Security

No. of data breaches, including leaks, thefts and
losses of data

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

38

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A
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D.M. WENCESLAO & ASSOCIATES, INCORPORATED AND SUBSIDIARIES

(A Subsidiary of Wendel Holdings Co., Inc.)
CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
MARCH 31, 2021 AND DECEMBER 31, 2020

(Amounts in Philippine Pesos)

ASSETS

CURRENT ASSETS

Cash and cash equivalents
Receivables - net

Contract asset

Land and land development costs
Property development costs

Other current assets

Total Current Assets

NON-CURRENT ASSETS

Receivables

Investments in associates and joint ventures
Property and equipment - net

Investment properties - net

Deferred tax assets

Other non-current assets

Total Non-current Assets

TOTAL ASSETS

March 31 December 31,
2021 2020

Notes (UNAUDITED) (AUDITED)
7 3,951,933,519 4,429,489,615
8 2,749,158,766 2,673,656,536
13,532,818 92,002,207
10 2,211,474,071 2,112,536,724
9 1,087,760,661 1,068,576,685
11 1,996,547,890 1,873,156,315
12,010,407,725 12,249,418,082
8 3,699,896,482 3,573,191,833
12 93,322,786 87,884,681
13 357,889,772 370,166,803
14 15,648,119,739 15,539,479,768
141,847,412 192,274,139
16 813,133,896 844,606,196
20,754,210,087 20,607,603,420

32,764,617,812

32,857,021,502




LIABILITIES AND EQUITY

CURRENT LIABILITIES

Loans and borrowings

Trade and other payables
Contract liability

Advances from related parties
Deposits and advances

Lease Liability

Income Tax Payable

Total Current Liabilities

NON-CURRENT LIABILITIES

Loans and borrowings
Contract Liability

Deposits and advances
Deferred tax liabilities

Lease Liability

Retirement benefit obligation

Total Non-current Liabilities

Total Liabilities

EQUITY

Equity attributable to holders of
the parent company
Capital stock
Additional paid-in capital
Revaluation reserves - net
Other Reserves
Retained earnings

Total equity attributable to

holders of the parent company

Noncontrolling interest

Total Equity

TOTAL LIABILITIES AND EQUITY

March 31 December 31,
2021 2020
Notes (UNAUDITED) (AUDITED)

17 1,104,745,000 1,114,670,000
18 1,577,745,557 1,732,954,569
531,333,198 486,576,915
23 4,034,996,667 4,033,118,154
19 806,690,405 921,641,564
15 18,863,153 11,282,400
27,527,683 56,357,206
8,101,901,663 8,356,600,808
17 263,630,000 282,350,000
204,234,787 204,234,787
19 406,350,446 473,332,036
890,958,993 1,056,709,662
15 175,538,354 154,244,514
44,161,713 45,264,808
1,984,874,293 2,216,135,807
10,086,775,956 10,572,736,615
26 3,395,864,100 3,395,864,100
6,964,649,807 6,964,649,807

61,251,333 ) 61,251,333)

275,974,845 ) 275,974,845 )
12,073,092,396 11,681,066,379
22,096,380,125 21,704,354,108
581,461,731 579,930,779
22,677,841,856 22,284,284,887
32,764,617,812 32,857,021,502

See Notes to Consolidated Financial Statements.
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D.M. WENCESLAO & ASSOCIATES, INCORPORATED AND SUBSIDIARIES
(A Subsidiary of Wendel Holdings Co., Inc.)
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE PERIODS ENDED MARCH 31, 2021 AND 2020
(Amounts in Philippine Pesos)

(UNAUDITED)
January 1 January 1
to March 31, to March 31,
Notes 2021 2020
REVENUES
Rentals:
Land 14 P 257,292,441 256,409,458
Building 14 192,336,160 208,759,236
Other revenues 47,142,162 47,512,606
496,770,763 512,681,300
Construction contracts 2,203,181 15,643,101
Sale of condominium units 9 193,561,044 498,057,069
692,534,988 1,026,381,470
COSTS OF SERVICES AND SALES
Rentals 20 74,549,950 63,396,566
Construction contracts 20 2,073,730 7,996,463
Sale of condominium units 9 86,780,561 299,352,986
163,404,241 370,746,015
GROSS PROFIT 529,130,747 655,635,455
OTHER OPERATING INCOME (EXPENSES)
General and administrative 22 ( 110,092,137 ) ( 129,522,857 )
Selling 2 2,141,515) ( 13,799,727 )
Other Operating Income 21 47,315,405 75,654,111
( 64,918,247) ( 67,668,473 )
OPERATING PROFIT 464,212,500 587,966,982
OTHER INCOME (CHARGES)
Finance costs 17,21 ( 13,156,620 ) ( 10,329,094 )
Finance income 7,21 4,556,518 25,467,213
Share in net losses of
associates and joint ventures 5,438,105 7,751,297
Dividend Income 735,002 735,002
( 2,426,995 ) 23,624,418
PROFIT BEFORE TAX 461,785,505 611,591,400
TAX EXPENSE (CREDIT) ( 91,770,997 ) 146,845,115
NET PROFIT P 553,556,502 464,746,285
OTHER COMPREHENSIVE INCOME - -
TOTAL COMPREHENSIVE INCOME 553,556,502 464,746,285
Net profit attributable to:
Equity holders of the parent company P 552,025,550 445,376,619
Noncontrolling interest 1,530,952 19,369,666
P 553,556,502 464,746,285
Earnings Per Share - Basic and Diluted 25 P 0.16 0.13

See Notes to Condensed Consolidated Interim Financial Statements.



Balance at January 1, 2021
Cash dividends declared
Total comprehensive income for the period

Balance at March 31, 2021

Balance at January 1, 2020
Total comprehensive income for the period

Balance at March 31, 2020

Note

24

26

4
D.M. WENCESLAO & ASSOCIATES, INCORPORATED AND SUBSIDIARIES

(A Subsidiary of Wendel Holdings Co., Inc.)

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE PERIODS ENDED MARCH 31, 2021 AND 2020
(Amounts in Philippine Pesos)
(UNAUDITED)

to Owners of the Parent Company

Capital Additional Paid-in Revaluation Other Retained Earnings Noncontrolling Total
Stock Capital Reserves - Net Reserves U iated A ated Total Interest Equity
P 3,395,864,100 P 6,964,649,807 (P 61,251,333) ( P 275,974,845 ) P 10,481,066,379 P 1,200,000,000 P 21,704,354,108 P 579,930,779 P 22,284,284,887
- - - - ( 159,999,533 ) - - 159,999,533 )
- - - - 552,025,550 - 552,025,550 1,530,952 553,556,502
P 3,395,864,100 P 6,964,649,807 (P 61,251,333) (P 275974,845) P 10,873,092,396 P 1,200,000,000 P 22,096,380,125 P 581,461,731 P 22,677,841,856
3,305,864,100 6,964,649,807 (p 8,143,620) (P 275974,845) P 8,710,340,671 1,200,000,000 P 19,986,736,113 P 546,446,881 P 20,533,182,994
- - - - 445,376,619 - 445,376,619 19,369,666 464,746,285
P 3,395,864,100 P 6,964,649,807 (P 8,143,620) (P P 9,155,717,290 P 1,200,000,000 P 20,432,112,732 P 565,816,547 P 20,997,929,279

See Notes to Condensed Consolidated Interim Financial Statements.
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D.M. WENCESLAO & ASSOCIATES, INCORPORATED AND SUBSIDIARIES
(A Subsidiary of Wendel Holdings Co., Inc.)
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE THREE MONTHS ENDED MARCH 31, 2021 AND 2020
(Amounts in Philippine Pesos)

(UNAUDITED)
Notes 2021 2020
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax P 461,785,505 P 611,591,400
Adjustments for:
Depreciation and amortization 13,14 43,198,349 49,084,942
Finance costs 21 13,144,213 10,302,628
Interest income 21 ( 4,353,093 ) 25,389,182)
Share in net earnings of associates and joint ventures ( 5,438,105 ) 7,751,296 )
Unrealized foreign currency loss (gain) - net 203,425 78,031)
Operating profit before working capital changes 508,540,294 637,760,461
Increase in receivables ( 204,418,006 ) 449,752,510)
Decrease (increase) in contract asset 78,469,389 118,602,414 )
Increase in land and land development costs ( 98,937,347 ) 12,832,637)
Decrease (increase) in property development costs ( 19,183,976 ) 164,208,849
Decrease (increase) in other assets ( 382,919,275 ) 1,582,216,741
Decrease in trade and other payables ( 211,566,217 ) 520,970,416 )
Increase in contract liability 44,756,283 79,775,198
Decrease in deposits and advances ( 181,932,749 ) 63,683,910)
Decrease in retirement benefit obligation ( 6,758,095 ) -
Cash generated from (used in) operations ( 473,949,699 ) 1,298,119,362
Cash paid for income taxes 3,974,737 484,928,526
Interest received 4,353,093 25,389,182
Net Cash From (Used in) Operating Activities ( 465,621,869 ) 1,808,437,070
CASH FLOWS FROM INVESTING ACTIVITIES
Maturities (investments) in short-term placements 11 291,000,000 -
Construction in progress and development costs
of investment properties 10, 14 ( 107,547,938 ) 449,803,682 )
Advances to (payments from) related parties 23 2,211,127 16,590,006 )
Acquisitions of property and equipment 13 ( 3,534,727) 8,670,091)
Net Cash From (Used in) Investing Activities 182,128,462 475,123,779 )
CASH FLOWS FROM FINANCING ACTIVITIES
Dividend paid 24 ( 159,999,533 ) -
Repayments of interest-bearing loans and borrowings 17 ( 28,645,000 ) 18,750,000 )
Repayments of lease liabilities 15 ( 2,724,103 ) 2,820,600 )
Finance costs paid 21 ( 4,369,141) 7,204,227 )
Repayments of advances from related parties 23 1,878,513 1,304,637
Net Cash Used in Financing Activities ( 193,859,264 ) 27,470,190)
Effect of Changes in Foreign Exchange Rate
on Cash and Cash Equivalents 21 ( 203,425 ) 78,031
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ( 477,556,096 ) 1,305,921,132
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 4,429,489,615 5,211,402,211
CASH AND CASH EQUIVALENTS AT END OF PERIOD P 3,951,933,519 P 6,517,323,343

See Notes to Consolidated Financial Statements.



D.M. WENCESLAO & ASSOCIATES, INCORPORATED AND SUBSIDIARIES
(A Subsidiary of Wendel Holdings Co., Inc.)

NOTES TO CONDENSED CONSOLIDATED INTERIM

FINANCIAL STATEMENTS
MARCH 31, 2021 AND 2020
(UNAUDITED)

(With Comparative Audited Figures as of December 31, 2020)

(Amounts in Philippine Pesos)

CORPORATE INFORMATION
1.1 Incorporation and Operations

D.M. Wenceslao & Associates, Incorporated (DMWALI or the Parent Company) was
incorporated in the Philippines on April 7, 1965. DMWALI is presently engaged in the
trade and business of general builders and contractors and related activities such as
acting as specialty construction contractors, supervisors or managers in all cases of
constructions, erections and works both public and private, real estate business and
leasing.

On June 29, 2018, the Parent Company’s shares of stock were listed at the Philippine
Stock Exchange (PSE) (see Note 25).

DMWALI holds certain investments in entities that are either subsidiaries, associates or
joint ventures and all are incorporated in the Philippines (see Notes 1.2 and 12).

DMWATI is a subsidiary of Wendel Holdings Co., Inc. (WHI or Ultimate Parent
Company), a company incorporated and domiciled in the Philippines. WHI is presently
engaged in raising investments either through borrowings, sale or lease of its capital
assets. The effective percentage of ownership of WHI in DMWALI aggregates to 62.92%
as of March 31, 2021 and December 31, 2020.

On April 24, 2020, the Parent Company’s Board of Directors (BOD) approved the
change of DMWAT’s registered office address from 3™ Floor Aseana Powerstation
Building, Pres. Macapagal Avenue, Aseana Business Park, Parafiaque City to 15th Floor,
Aseana 3, D. Macapagal Blvd. corner Asean Ave., Aseana City, Paranaque City. The
change in registered office address was approved by the Securities and Exchange
Commission (SEC) on January 4, 2021 but remains pending with the Bureau of Internal
Revenue (BIR) as of the date of the issuance of the Parent Company’s financial
statements. DMWAI’s principal place of business is located at 15th and 16th Floor,
Aseana 3 Bldg., D. Macapagal Blvd. cor. Bradco Avenue, Aseana City, Parafiaque City.
The registered office of WHI, which is also its principal place of business, is at 306 E.
Rodriguez Sr. Boulevard, Quezon City.
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1.2 Subsidiaries, Associates and Joint Ventures

The Parent Company holds effective ownership interests in certain subsidiaries (together
with the Parent Company, collectively hereinafter referred to as the “Group”), associates,
and joint ventures, that are currently operating or are established to engage in businesses
related to the main business of the Parent Company, in these consolidated financial
statements.

As of March 31, 2021 and December 31, 2020, the following summarizes the effective
percentage of ownership or interest of DMWALI over these entities:

Effective Percentage
of Ownership/Interest

Explanatory March 31  December 31,

Name of Subsidiaries/Associates/Joint Ventures Notes 2021 2020
Subsidiaries:
Direct:
Aseana Residential Holdings Corp. (ARHC) (2) 100.00%  100.00%
Aseana Holdings, Inc. (AHI) () 99.98% 99.98%
Fabricom, Inc. (FI) (© 99.98% 99.98%
Fabricom Realty Development
Corporation (FRDC) (d) 62.20% 62.20%
R-1 Consortium, Inc. (R-1) (® 55.45% 55.45%
Alphaland Bay City Corporation (ABCC) ® 100.00%  100.00%
Direct and Indirect:
Portal Holdings, Inc. (PHI) &) 100.00%  100.00%
Mandaue Land Consortium, Inc. (MLCI) (h) 81.00% 81.00%
Aseana L.T. Plaza, Inc. (AITPI) @ 66.97% 66.97%
SHLP BBP Realty, Inc. (SBRI) ) 55.96% 55.96%
Indirect:

58 Jupiter Inc. (formerly Reine, Inc.)
(58 Jupiter) — Accounted for as

Asset Acquisition (k) 100.00%  100.00%
L&B Development Corporation (LBDC) —

Accounted for as Asset Acquisition 0] 100.00%  100.00%
Boracay International Airport &

Dev’t Cotp. (BIADC) (m) 99.98% 99.98%
U-City Technologies Philippines, Inc. (UCTPI) (n) 99.98% 99.98%
Aseana City Transport & Travel Corp. (ACTTC) (o) 99.98% 99.98%
Aseana Gas Energy Corp. (AGEC) P 99.98% 99.98%
Aseana Real Esate Services

Management Corp. (ARESM) ©) 95.98% 95.98%
Bay Area Holdings, Inc. (BAHI) (® 59.98% 59.98%
Aseana Resi Rent Corp. (ARRC) (s) 100.00%  100.00%

Associates:
Alphaland Heavy Equipment, Corp. (AHEC) @® 50.00% 50.00%
European Resources and Technology, Inc. (ERTI) (v 42.00% 42.00%
Aseana CL, Beach and Marina Development
Corporation (ACBMDC) ) 36.00% 36.00%

Joint venture —
Bay Resources and Development
Corporation (BRADCO) (w) 50.00% 50.00%
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Established to purchase, acquire and own, hold, use, assign, transfer, mortgage, pledge, exchange or
otherwise dispose of, subject to limitations imposed by law, real and personal property, including but not
limited to, land, buildings, condominiums, shares of stock, bonds and other securities.

Established to engage in the business of owning, holding, exchanging, or otherwise disposing such items
as real and personal properties, and securities such as stocks, bonds and to take part and assist in any
legal matter for the purchase and sale of any securities as may be allowed by law without acting as or
engaging in the business of an investment house, mutual fund or broker or dealer in securities.

Established to engage in the business of importation and marketing of heavy equipment, industrial equipment
or any commercial products, which may be the object of commerce for the attainment of corporate objectives.

Established to engage in housing and real estate development and selling and engaging in other related
activities.

Established to engage in general construction and other allied businesses including constructing, enlarging,
repairing, removing, developing, or otherwise engaging in any work upon building roads, highways,
manufacturing plants, bridges, airfields, piers, docks, mines, masonry and earth construction, and to make,
execute, bid for and take or receive any contracts or assighment of contracts in relation thereto.

ABCC was established to own, use, improve, develop, subdivide, sell, exchange, lease and hold for investment
or otherwise, real estate of all kinds, including buildings, houses, apartments and other structures. ABCC
became a subsidiary of DMWAI starting in 2019.

DMWAT’s effective interest is derived from its 40.00% direct ownership and 60.00% indirect holdings
through ARHC. PHI was established to purchase, subscribe for, or otherwise acquire and own, hold, use,
assign, transfer, mortgage, pledge, exchange or otherwise dispose of real and personal property, including but
not limited to, land, buildings, condominiums, shares of stock, bonds and other securities.

DMWAT’s effective interest is derived from its 40.00% direct ownership and 41.00% indirect holdings
through AHT and R-1 which own 30.00% and 20.00%, respectively. MLCI was established to engage in
general realty and other allied businesses including owning, improving, subdividing, developing, reclaiming,
enlarging, repairing, constructing, exchanging, leasing and holding investment or otherwise, real estate and
lands of all kinds and any buildings, houses and other structures.

DMWALT’s effective ownership interest is derived from its 41.98% direct ownership and 24.99% indirect
holdings through PHI. AITPI was established to engage in the business of owning, using, improving,
developing, selling, exchanging, leasing, and holding for investment or otherwise, real estate of all kinds,
including building houses, apartments and other structures, and related activities.

DMWALT’s effective ownership is derived from its 29.98% direct ownership and 25.98% indirect holdings
through AHI, BAHI and PHI which each owns 9.99% of SBRI. SBRI was established to engage in real estate
development and engaging in other related activities.

58 Jupiter was acquired in 2017 and indirectly owned through AHI; established to acquire by purchase, lease,
donation, or otherwise, and to own, use, improve, develop, subdivide, sell, mortgage, exchange, lease, develop,
and hold for investment or otherwise, real estate of all kinds, whether improve, manage or otherwise dispose
of buildings, houses, apartments, and other structures of whatever kind, together with their appurtenances.

LBDC was acquired in 2020 and indirectly owned through ARHC; established to engage in real estate
business; to acquire by purchase, lease, donation or otherwise, use improve, develop, subdivide, sell, mortgage,
exchange, lease, develop and hold investment or otherwise, real estate of all kinds, whether improved,
managed, or otherwise deal in or dispose of buildings, houses, apartments, townhouses, condominiums, and
other structures of whatever kind together with the appurtenances or improvements found thereon.

Indirectly owned through AHI; established to build an international airport in Boracay, Municipality of
Malay and/ or Carabao Island, San Jose, Romblon, Philippines.

Indirectly owned through AHI; established to install and provide electronic security apparatus and
products to industrial, commercial and other establishments whether public or private for the purpose of
securing or protecting properties and other related services. In 2016, AHI acquired through cash
consideration the entire 40.00% minority interest of the other stockholder resulting in 100.00% direct
ownership by AHI in UCTPL

Indirectly owned through AHI; established to engage in the business of transportation of passengers by
means of public utility vehicles for the general public and to lease out or rent its public utility vehicles for
special trips.

Indirectly owned through AHI; established to engage in, conduct and carry on the business of buying,
selling, distributing, marketing of liquefied petroleum gas and other fuel products at wholesale or retail
and to construct a reticulation network in strategically located tank to enable safe and sufficient
distribution of piped gas to end users in Aseana Business Park.

Indirectly owned through AHI; established to acquire and manage properties such as commercial, residential,
office condominium and industrial real estate.

Indirectly owned through FI; established to purchase, acquire, or otherwise own and hold, use, sell, assign,
transfer, mortgage, pledge, or otherwise dispose of, real and personal property, including land, buildings,
condominiums and engaging in other related activities.

Indirectly owned through AHI; established to engage in realty business, provided that it shall not solicit,
accept or take investments or placements from the public, neither shall it issue investment contracts.
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(t) Indirectly owned through FI; established to purchase, import, or otherwise acquire, lease, sell, distribute,
market, convey or otherwise dispose heavy equipment, machinery and related implements. As of
March 31, 2021, AHEC is cutrently in the process of liquidation.

(u) Established to engage in collecting, segregating, recycling, composting, filling, disposing, treating or
otherwise managing household, industrial and other kinds of garbage for local, or other government units
and private persons and firms as well as extended guidance and education for proper waste management.

(v) DMWATD’s effective interest is derived from its 10.00% direct ownership and 26.00% indirect holdings
through AHI. ACBMDC was established to engage in real estate business with marinas, cruise liner facilities
and beach resorts in all its aspects; to acquite, rent or otherwise deal in and dispose of all kinds or real estate
objects, involving commercial, industrial, urban, residential or other kinds of real property.

(w) BRADCO was established to acquire, develop and market real estate properties.

As of March 31, 2021, FRDC, R-1, MLCI, AITPI, SBRI, BIADC, AGEC, ACBMDC,
ARRC, AGFHC and ABCC have not yet started commercial operations.

1.3 Approval of Condensed Consolidated Interim Financial Statements

The condensed consolidated interim financial statements of the Group as of and for the
three months ended March 31, 2021 (including the comparatives as of December 31, 2020
and for the three months ended March 31, 2020) were approved and authorized for issue
by the Parent Company’s Chief Executive Officer (CEO) on May 12, 2021.

BASIS OF PREPARATION OF CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS

2.1 Basis of Preparation of Interim Condensed Consolidated Interim Financial
Statements

The condensed consolidated interim financial statements have been prepared in
accordance with Philippine Accounting Standard (PAS) 34, Interim Financial Reporting.
This condensed consolidated interim financial statements do not include all of the
information required for annual consolidated financial statements, and should be read in
conjunction with the annual consolidated financial statements of the Group as of and for
the year ended December 31, 2020, which have been prepared in accordance with
Philippine Financial Reporting Standards (PFRS). PEFRS are adopted by the Financial
Reporting Standards Council from the pronouncements issued by the International
Accounting Standards Board, and approved by the Philippine Board of Accountancy.

This condensed consolidated interim financial statements are presented in Philippine
pesos, the Group’s functional and presentation currency, and all values represent absolute
amounts except when otherwise indicated.

2.2 Adoption of New and Amended PFRS

The Group’s accounting policies adopted in the preparation of these condensed
consolidated interim financial statements are consistent with those applied in the
preparation of the Group’s annual consolidated financial statements as of and for the year
ended December 31, 2020 and the corresponding interim reporting period, except for the
following amendments which the Company has adopted starting January 1, 2020. These
new PFRSs and amendments did not have significant impact on the Group’s condensed
consolidated interim financial statements.
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Revised Conceptual Framework for Financial Reporting. The revised conceptual
framework will be used in standard-setting decisions with immediate effect.
Key changes include (a) increasing the prominence of stewardship in the
objective of financial reporting, (b) reinstating prudence as a component of
neutrality, (c) defining a reporting entity, which may be a legal entity, or a
portion of an entity, (d) revising the definitions of an asset and a liability,
(e) removing the probability threshold for recognition and adding guidance
on derecognition, (f) adding guidance on different measurement basis, and,
() stating that profit or loss is the primary performance indicator and that,
in principle, income and expenses in other comprehensive income should be
recycled where this enhances the relevance or faithful representation of the
financial statements. The application of the revised conceptual framework
had no significant impact on the Group’s condensed consolidated interim
financial statements.

PAS 1 (Amendments), Presentation of Financial Statements, and PAS 8
(Amendments), Accounting Policies, Changes in Accounting Estimates and Errors —
Definition of Material (effective from January 1, 2020). The amendments
provide a clearer definition of ‘material’ in PAS 1 by including the concept of
‘obscuring’ material information with immaterial information as part of the
new definition, and clarifying the assessment threshold (i.e., misstatement of
information is material if it could reasonably be expected to influence
decisions made by primary users, which consider the characteristic of those
users as well as the entity’s own circumstances). The definition of material in
PAS 8 has been accordingly replaced by reference to the new definition in PAS
1. In addition, amendment has also been made in other standards that contain
definition of material or refer to the term ‘material’ to ensure consistency. The
application of these amendments had no significant impact on the Group’s
condensed consolidated interim financial statements.

PEFRS 3 (Amendments), Business Combinations — Definition of a Business. The
amended definition of a business requires an acquisition to include an input
and a substantive process that together significantly contribute to the ability
to create outputs. The definition of the term ‘outputs’ is amended to focus
on goods and services provided to customers, generating investment income
and other income, and it excludes returns in the form of lower costs and
other economic benefits. Also, the amendments will likely result in more
acquisitions being accounted for as asset acquisitions. The application of
these amendments had no significant impact on the Group’s condensed
consolidated interim financial statements.

PERS 7 (Amendments), Financial Instruments: Disclosures, and PFRS 9
(Amendments), Financial Instruments — Interest Rate Benchmark Reform. The
amendments clarify that an entity would continue to apply certain hedge
accounting requirements assuming that the interest rate benchmark on which
the hedged cash flows and cash flows from the hedging instrument are based
will not be altered as a result of interest rate benchmark reform. The
application of these amendments had no significant impact on the Group’s
condensed consolidated interim financial statements.
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SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The Group’s consolidated financial statements prepared in accordance with PFRS require
management to make judgments and estimates that affect the amounts reported in the
consolidated financial statements and related notes. Judgments and estimates are
continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.
Actual results may differ from these estimates.

In preparing these condensed consolidated interim financial statements, the significant
judgments made by management in applying the Group’s accounting policies and the key
sources of estimation uncertainty were the same as those applied in the Group’s last
annual consolidated financial statements as of and for the year ended December 31,
2020.

SEGMENT REPORTING
4.1 Business Segments

The Group’s operating businesses are recognized and managed separately according to
the nature of services provided (primary segments) and the different markets served
(secondary segments) with a segment representing a strategic business unit. The Group’s
business segments follow:

(a)  Construction — principally refers to general construction business which involves site
development, earthworks, structural and civil works, masonry works, architectural
finishes, electrical works, plumbing and sanitary works, fire protection works and
mechanical works.

(b)  Sale of Land and Condominium Units — involve the development and sale of industrial
and other parcels of land and residential condominium units.

(¢)  Rentals — refers to leasing of real estate properties, including land and building and
other structures.

The Group has not identified any segment based on geographical location (see Note 4.4).
4.2 Segment Assets and Liabilities

Segment assets are allocated based on their physical location and use or direct association
with a specific segment and they include all operating assets used by a segment and consist
principally of operating cash, receivables, contract asset, land and land development cost,
property development costs, property and equipment, and investment properties. Similar
to segment assets, segment liabilities are also allocated based on their use or direct
association with a specific segment. Segment liabilities include all operating liabilities and
consist principally of loans and borrowings, trade and other payables, contract liability and
deposits and advances. Segment assets and liabilities do not include deferred taxes.

4.3 Intersegment Transactions

Segment revenues, expenses and performance include sales and purchases between
business segments. Such sales and purchases are eliminated in consolidation.



4.4 Analysis of Segment Information

Segment information is analyzed as follows for the three months ended March 31, 2021 and 2020 (in thousands):

Sale of Land and
Rentals Construction Condominium Units Total
2021 2020 2021 2020 2021 2020 2021 2020
REVENUES
Sales to external customers P 496,771 P 512,681 P 2,203 P 15,643 P 193,561 P 498,057 P 692,535 P 1,026,381
Intersegment sales 45,718 47,412 77,330 84,210 53,812 - 176,860 131,622
Total revenues 542,489 560,093 79,533 99,853 247,373 498,057 869,395 1,158,003
COSTS AND OTHER
OPERATING EXPENSES
Cost of sales and setrvices
excluding depreciation
and amortization 47,415 35,850 2,074 7,964 86,781 299,353 136,270 343167
Depreciation and
and amortization 27,134 27,546 - 33 - - 27,134 27,579
Other expenses(income) — net, 33,209 42,168 2,913 1,298 ( 30,684) 19,162 5,438 62,628
107,758 105,564 4,987 9,295 56,097 318,515 168,842 433,374
SEGMENT OPERATING
PROFIT (LOSS) P 434,731 P 454,629 P 74,546 P 90,558 P 191,276 P 179,542 P 700,553 P 724,629

Segment assets and liabilities are allocated to each segment as follows (in thousands):

Sale of Land and
Rentals Construction Condominium Units Total
Total Assets Total Liabilities Total Assets Total Liabilities Total Assets Total Liabilities Total Assets Total Liabilities

March 31, 2021 P 25,807,291 P 10,799,000 P 4,773,365 P 712,256 P 7,510,111 P 2,646,815 P 38,090,767 P 14,158,017
December 31, 2020 24,311,272 10,954,766 6,557,870 727,516 7,312,057 2,691,120 38,181,199 14,373,402



- 10 -

Currently, the Group’s operation is concentrated in one location; hence, it has no
geographical segment (see Note 4.1).

Rental revenues from a single lessee account for 26.51% and 17.88% of the consolidated
revenues for the three months ended March 31, 2021 and 2020, respectively.

Rentals segment assets include certain real estate assets (i.e., parcels of land) held as
investment properties for capital appreciation or future lease.

4.5 Reconciliations
The total segment balances presented for the Group’s operating segments reconciled

to the Group’s consolidated balances as presented in the condensed interim consolidated
financial statements are as follows (in thousands):

March 31, March 31,
2021 2020
(Unaudited) (Unaudited)
Revenues

Total segment revenues P 869,395 P 1,158,003
Elimination of intersegment

revenues ( 176,860) ( 131,622)
Revenues as reported in the

condensed consolidated

statements of comprehensive

income P 692,535 P 1,026,381

Profit or loss

Segment operating profit P 700,553 P 724,629
Elimination of intersegment

revenues ( 176,860) ( 131,622)
Other unallocated expenses ( 59,480) ( 5,040)
Operating profit as reported

in the condensed consolidated

statements of comprehensive

income P 464,213 P 587,967
Finance costs ( 12,953) ( 10,251)
Finance income 4,353 25,389
Share in net income

of associates and joint ventures 5,438 7,751
Dividend income 735 735

Profit before tax as reported in the
condensed consolidated
statements of comprehensive income P 461,786 P 611,591
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March 31, December 31,
2021 2020
(Unaudited) (Audited)
Assets
Segment assets P 38,090,767 P 38,184,791
Deferred tax assets — net 141,847 192,274
Other unallocated assets** 7,020,537 6,615,157
Elimination of intercompany accounts ( 12,488,533) ( 12,135,200)
Total assets reported in the condensed
consolidated statements of
financial position P 32,764,618 P 32,857,022
Liabilities
Segment liabilities P 14,158,071 P 14,360,392
Deferred tax liabilities - net 890,959 1,056,710
Other unallocated liabilities** 560,058 555,433
Elimination of intercompany accounts ( 5,523,639) ( 5.399.798)
Total liabilities as reported in the
condensed consolidated
statements of financial position ) 10,086,776 P 10,572,737

**Other unallocated assets and liabilities mostly pertain to intercompany advances to and/ or from
related parties not eliminated in the consolidation.

RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group is exposed to risk in relation to its operating, investing, and financial activities,
and the business environment in which it operates. Generally, the Group’s objectives in risk
management are to ensure that it identifies, measures, monitors, and controls the various risks
that arise from its business activities and that it adheres strictly to the policies, procedures,
and control systems which are established to address these risks. In managing financial
instruments, the Group is exposed to financial risk such as market risk (including foreign
currency risk, fair value interest rate risk, cash flow interest rate risk and price risk), liquidity
risk and credit risk.

The condensed consolidated interim financial statements do not include all financial risk
management information and disclosures required in the annual consolidated financial
statements; hence, they should be read in conjunction with the Group’s annual consolidated
financial statements as of and for the year ended December 31, 2020.

There have been no significant changes in the risk management structure of the Group or in
any risk management policies since the previous annual period.
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FAIR VALUE MEASUREMENT AND DISCLOSURES
6.1 Fair Value Hierarchy

In accordance with PERS 13, Fair 1V alue Measurement, the fair value of financial assets and
financial liabilities and non-financial assets which are measured at fair value on a recurring
or non-recurring basis and those assets and liabilities not measured at fair value but for
which fair value is disclosed in accordance with other relevant PFRS, are categorized into
three levels based on the significance of inputs used to measure the fair value. The fair
value hierarchy has the following levels:

e Level 1: quoted prices (unadjusted) in active markets for identical assets or
liabilities that an entity can access at the measurement date;

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

e Level 3: inputs for the asset or liability that are not based on observable
market data (unobservable inputs).

The level within which an asset or liability is classified is determined based on the lowest
level of significant input to the fair value measurement.

For purposes of determining the market value at Level 1, a market is regarded as active if
quoted prices are readily and regularly available from an exchange, dealer, broker, industry
group, pricing service, or regulatory agency, and those prices represent actual and regularly
occurring market transactions on an arm’s length basis.

For investments which do not have quoted market price, the fair value is determined by
using generally acceptable pricing models and valuation techniques or by reference to the
current market value of another instrument which is substantially the same after taking into
account the related credit risk of counterparties, or is calculated based on the expected cash
flows of the underlying net asset base of the instrument.

6.2 Financial Instruments Measurement at Fair Value

The Group’s financial assets at fair value through other comprehensive income (FVOCI)
include proprietary golf club shares, which are categorized within Level 2 as their prices are
not derived from market considered as active due to lack of trading activities among market
participants at the end or close to the end of the reporting period. Moreover, equity
security held in a private company is included in Level 3 since its market value is not quoted
in an active market, hence, measured using the market approach by reference to the fair
value of a comparable instrument adjusted for inputs (i.e., financial forecast of cash flows
or profit or loss) internally developed by management to consider the differences in
corporate profile and historical performance of the entity. As of March 31, 2021 and
December 31, 2020, the Group’s financial assets measured at FVOCI amounted to

P49.7 million (see Note 10).

The Group has no financial liabilities measured at fair value as of March 31, 2021 and
December 31, 2020.

There were neither transfers between Levels 1, 2 and 3 instruments in both periods.
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6.3 Financial Instruments Measured at Amortized Cost for which Fair Value is
Disclosed

The tables below summarize the fair value hierarchy of the Group’s financial assets and
financial liabilities which are not measured at fair value in the condensed consolidated
statements of financial position but for which fair value is required to be disclosed.

March 31, 2021 (Unaudited)

Notes Level 1 Level 2 Level 3 Total
Financial Assets
Cash and
cash equivalents 7 P 3951933519 P - P - P 3,951,933,519
Short-term placement
(presented as part of
Other Current Assets) 11 665,000,000 - - 665,000,000
Receivables — net - - 5,934,503,807 5,934,503,807
Refundable deposits
(presented as part of
Other Non-current
Assets) 16 - - 33,350,815 33,350,815
P 4,616,933,519 P - P 5,967,854,622 P 10,584,788,141
Financial Liabilities
Loans and borrowings P - P - P 1,340,754,179 P 1,340,754,179
Trade and other
payables 18 - - 939,881,823 939,881,823
Advances from and
due to related parties  23.2 - - 4,034,996,667 4,034,996,667
Rental deposits 19 - - 257,977,664 257,977,664
Construction bond 19 - - 50,075,146 50,075,146
Lease liability 15.2 - - 194,401,507 194,401,507
P - P - P 6,818,086,986 P 6,818,086,986
December 31, 2020 (Audited)
Level 1 Level 2 Level 3 Total
Financial Assets
Cash and
cash equivalents 7 P 4429489,615 P - P - P 4,429,489,615
Short-term placement
(presented as part of
Other Current Assets) 11 585,000,000 - - 585,000,000
Receivables — net - - 5,661,679,683 5,661,679,683
Refundable deposits
(presented as part of
Other Non-current
Assets) 16 - - 30,313,000 30,313,000
P 5014489615 P - P 5691,992,683 P_10,706,482,298
Financial Liabilities
Loans and borrowings P - P - P 1,367,650,029 P 1,367,650,029
Trade and other
payables 18 - - 1,035,080,176 1,035,080,176
Advances from and
due to related parties  23.2 - - 4,033,118,154 4,033,118,154
Advances from a
Rental deposits 19 - - 260,695,534 260,695,534
Construction bond 19 - - 48,837,148 48,837,148
Lease Liability 15.2 - - 165,526,914 165,526,914

P - P - P_6,910,907,955 P 6,910,907,955




-14 -

The fair values of financial assets and financial liabilities included in Level 3, which are not
traded in an active market, are determined based on the expected cash flows of the
underlying net asset or liability base of the instrument where the significant inputs required
to determine the fair value of such instruments are not based on observable market data.

6.4 Fair Value Disclosures for Investment Properties Carried at Cost

The table below shows the levels within the hierarchy of non-financial assets that are
not measured at fair value but for which fair values are disclosed as of March 31, 2021
and December 31, 2020.

Note Level 1 Level 2 Level 3 Total
March 31, 2021 and
December 31, 2020
TLand P - P121,993,194,396 P - P121,993,194,396
Buildings and improvements - - 4,560,058,244 4,560,058,244
Construction in progress - - 3,309,920,402 3,309,920,402
14 P - P121,993,194,396 P 7,869,978,646 P129,863,173,042

The above fair value information is determined on the basis of the appraisals performed by
an independent appraiser with appropriate qualifications and recent experience in the
valuation of similar properties in the relevant locations. To some extent, the valuation
process was conducted by the appraiser in discussion with the Group’s management with
respect to the determination of the inputs such as the size, age, and condition of the land
and buildings, and the comparable prices in the corresponding property location. In
estimating the fair value of these properties, management takes into account the market
participant’s ability to generate economic benefits by using the assets in their highest and
best use. Based on management assessment, the best use of the Group’s investment
properties is their current use.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include the following components:

March 31, December 31,
2021 2020
(Unaudited) (Audited)
Cash on hand and in banks P 3,951,933,519 P 2,633,527,974
Short-term placements - 1,795,961,641

P 3,951,933,519 P 4,429,489,615

Cash in banks generally earn interest based on daily bank deposit rates. Short-term placements
are made for varying periods of between 30 to 90 days and earn effective interest ranging from
0.80% to 2.28% during the three months ended March 31, 2021 and 3.20% to 4.02% during
the three months ended March 31, 2020. Intetest income from cash in banks and short-term
placements amounting to P4.4 million and P25.4 million in 2021 and 2020 respectively, are
included as part of Finance Income in the consolidated statements of profit or loss

(see Note 21.2).
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RECEIVABLES

This account is composed of the following:

March 31, December 31,
2021 2020
Note (Unaudited) (Audited)
Current:
Rental receivables P 778,752,423 P 757,389,580
Advances to:
Related parties 23.1 749,079,750 751,290,878
Suppliers 514,551,441 447,738,231
Officers and employees 9,916,810 10,083,743
Contracts receivables 644,615,706 647,309,556
Retention receivables 104,713,550 105,366,794
Others 9,712,535 13,133,634
2,811,342,215 2,732.312,416
Allowance for impairment ( 62,183,449) ( 58,655,880)

2,749,158,766 2,673,656,536

Non-current:
Rental receivables 3,699,896,482 3,573,191.833

P 6,449,055,248 P 6,246,848,369

Receivables that are past due but not impaired as at the end of the three months reporting
period are shown below:

March 31, December 31,
2021 2020
Not more than three months P 129,374,677 P 171,495,494
Morte than three months but
not more than one year 63,003,760 27,707,849
More than one year 674,288,649 663,533,015

P 866,667,086 P 862,736,358

PROPERTY DEVELOPMENT COSTS AND REAL ESTATE TRANSACTIONS

The Group capitalized certain costs as property development costs representing properties
under development and construction. Costs incurred comprise of actual costs of land,
construction and related engineering, architectural and other consultancy fees related to the
development of its residential condominium projects, “Pixel Residences” and “MidPark
Towers”, both located in Aseana City, 1702 Parafiaque City, Metro Manila. It also includes
certain parcels of land which will be developed for the Group’s other residential projects.
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The accumulated balance of Property Development Costs as presented in the condensed
consolidated statements of financial position amounted to as follows:

March 31, December 31,

2021 2020
MidPark Residences P 594,815,562 P 602,660,068
Raw Land 397,831,294 397,831,294
Pixel Residences 81,116,697 54,708,425
One Parq Suites 13,997,108 13,376,898

P 1,087,760,661 P 1,068,576,685

Cost of condominium units sold amounted to P86.8 million and P299.4 million for the three
months ended March 31, 2021 and 2020, respectively (see Note 20.3).

Percentage of completion of Pixel Residences as at March 31, 2021 and 2020 is 93.50% and
82.33%, respectively. Percentage of completion of MidPark Residences as at March 31, 2021
and 2020 is 17.42% and 13.42%, respectively.

LAND AND LAND DEVELOPMENT COSTS

This account pertains to the cost of land available for sale located in Aseana Business Park,
Paranaque City; Ciudad Nuevo Park, Cavite City; and Lunzuran Heights Subdivision,
Zamboanga City with a total lot area of 238,009 square meters as of March 31, 2021 and
December 31, 2020.

The analysis of the movements of the balance of Land and Land Development Costs is as
follows:

March 31, December 31,
2021 2020
(Unaudited) (Audited)
Balance at beginning of period P 2,112,536,724 P 2,012,493,650
Reclassification 98,937,347 -
Additions during the year - 100,043,074
Balance at end of period P 2.211,474,071 P _2.112536,724

Management has estimated that the net realizable value of Land and Land Development
Costs is higher than its carrying value as of March 31, 2021 and December 31, 2020. As of
March 31, 2021 and December 31, 2020, certain portion of the parcels of land owned by
the Group with a total lot area of 2,777 and carrying amounts of P44.2 million, is used as
collateral to secure certain peso denominated interest-bearing loans (see Note 17). The
loans do not contain any restriction on the sale of the land except that the mortgage is
annotated in the titles of the said properties.
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11. OTHER CURRENT ASSETS

This account consists of the following:

March 31, December 31,
2021 2020
(Unaudited) (Audited)
Short-term placements P 665,000,000 P 585,000,000
Input VAT 652,294,191 680,951,322
Deferred input value-added tax (VAT) 439,849,972 345,995,214
Prepayments 111,870,386 116,805,902
Financial assets at FVTPL 51,318,288 51,318,288
Contract acquisition costs 38,688,056 38,177,486
Creditable withholding tax 37,526,997 54,908,103

P 1,996,547,890

12. INVESTMENTS IN ASSOCIATES AND JOINT VENTURES

This account consists of the following:

P 1,873,156,315

March 31, December 31,
2021 2020
Notes (Unaudited) (Audited)
Investments in:
Associates 12.1 P 48,891,054 P 48,967,111
Joint ventures 12.2 44,431,732 38,917,570
93,322,786 P 87,884,681

12.1 Investments in Associates

The movements in the carrying amount of investments in associates, which is accounted
for under the equity method in the condensed consolidated financial statements of the

Group, are shown below.

March 31, December 31,
2021 2020
(Unaudited) (Audited)
Acquisition costs P 56,913,213 P 56913213
Accumulated share in net losses:

Balance at beginning of period ( 7,946,102) ( 7,870,045)
Share in net losses ( 76,057) ( 76,057)
Balance at end of period ( 8,022,159) ( 7,946,102)

P 48,891,054 P 48967111
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12.2 Investments in Joint Ventures

The Group’s joint ventures only includes BRADCO. The movements in the carrying
amount of investments in joint ventures, which is accounted for under the equity method
in the condensed consolidated financial statements of the Group, are shown below.

March 31, December 31,
2021 2020
(Unaudited) (Audited)
Acquisition costs P 2,000,000 P 2,000,000
Accumulated share in net losses:
Balance at beginning of period 36,917,570 10,827,982
Share in net gains (losses) 5,514,162 26,089,588
Balance at end of period 42,431,732 36,917.570

P 44,431,732 P 38917,570
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13. PROPERTY AND EQUIPMENT

The gross carrying amounts and the accumulated depreciation and amortization of property and equipment at the beginning and end
of the three months ended March 31, 2021 and the year ended December 31, 2020 are shown below.

March 31, 2021
Cost
Accumulated depreciation
and amortization

Net carrying amount

December 31, 2020
Cost
Accumulated depreciation
and amortization

Net carrying amount
January 1, 2020

Cost

Accumulated depreciation

and amortization

Net carrying amount

Land Leasehold

Land Improvements Improvements

P 9291,800 P 4034354 P 37,831,686

- (_3.237.274) (___31,250,975)

Machinery
and Furniture Building
Construction Transportation and Office Other and
Equipment _Equipment _Equipment  _Equipment Improvements

P473,082,079 P 55200,629 P159,647,254 P 14244402 P 239,649,209

(_434,711,005) (__41,655,879) (__84,214,105) (__14,060.,405) (

25,961,998)

Total

P 992,981,413

(L635,091,641)

P 9,291,800 P 797,080 P __ 6,580,711

P 9291,800 P 4034354 P 37,831,686

3.171.083) (__30,853,552)

- (

P 38,371,074 P 13,544,750 P 75,433,149 P 183,997 P 213,687,211

P473,082,079 P 52,052,629 P159260,525 P 14244402 P 239,649,209

(_428,654,198) (__40,766,854) (__77,808,868) (__14,060,405) (

P357,889,772

P 989,446,684

23.964,921) (_619,279,881)

P 9,291,800 P 863,271 P 6,978,134

P 9291,800 P 4034354 P 37,831,686

- (__2906319) (___26,344,443)

P 44,427,881 P 11,285,775 P 81,451,657 P 183,997 P 215,684,288

P 467,104,401 P 48,127,629 P 157,605,672 P 14,244,402 P 239,649,209

(_389,301,114) (__37.472421) (__49,708981) (__14,038,209) (__15976.614)

P370,166,803

P 977,889,153

(L535,748,101)

P 9,291,800 P 1,128,035 P 11,487,243

P 77,803,287 P 10,655,208 P 107,896,691 P __ 206,193 P223,672,595

P442,141,052
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A reconciliation of the carrying amounts at the beginning and end of the three months ended March 31, 2021 and the year ended
December 31, 2020 of property and equipment is shown below.

Machinery
and Furniture Building
Land Leasehold  Construction Transportation and Office Other and
Land Improvements Improvements _Equipment Equipment Equipment Equipment Improvements Total

Balance at January 1, 2021,

net of accumulated depreciation

and amortization P 9291800 P 863,271 P 6,978,134 P 44427881 P 11,285,775 P 81,451,657 P 183,997 P 215,684,288 P370,166,803
Additions - - - - 3,148,000 386,729 - - 3,534,729
Depreciation and amortization

charges for the year - ( 66,191) ( 397.423) ( 6,056,807) ( 889,025) ( 6,405,237) - ( 1,997,077) (__15,811,760)
Balance at March 31, 2021,

net of accumulated depreciation

and amortization P 9291800 P 797,080 P __ 6,580,711 P 38,371,074 P 13,544,750 P 75,433,149 P 183,997 P 213,687,211 P357,889,772
Balance at January 1, 2020,

net of accumulated depreciation

and amortization P 9291800 P 1,128,035 P 11,487,243 P 77,803,287 P 10,655,208 P 107,896,691 P 206,193 P223,672,595 P 442,141,052
Additions - - - 5,977,678 3,925,000 1,654,853 - - 11,557,531
Depreciation and amortization

charges for the year - (__264,7624) ( 4,509,109) (__39,353,084) (___3,294,433) (__28,099,887) ( 22.196) ( 7,988,307) (__83,531,780)

Balance at December 31, 2020,
net of accumulated depreciation
and amortization P 9,291,800 P 863,271 P 6,978,134 P 44,427,881 P 11,285,775 P 81,451,657 P 183,997 P 215.684.288 P370,166,803
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The amount of depreciation and amortization is allocated as follows:

March 31, December 31,

2021 2020
Notes (Unaudited) (Audited)
General and administrative
expense 22 P 9,754,953 P 44,136,731
Capitalized as part of land and
land development costs 6,056,807 39,270,880
Cost of construction contracts 20.1 - 124169

P 15,811,760 P 83,531,780

INVESTMENT PROPERTIES

The carrying amount of this account is composed of the following:

Note 2021 2020
Investment properties — net P 15,468,505,070 P 15,386,931,236
Right-of-use asset — net 15.1 179,614,669 152,548,532

P 15,648,119,739 P 15,539,479,768

The gross amounts and the accumulated depreciation of investment properties at the beginning
and end of the three months ended March 31, 2020 and the year ended December 31, 2019 are
shown below.

Building and Condominium  Construction in
Land Improvements Units Progress Total

March 31, 2021

Cost P 9,840,345939 P 2,797,982,323 P 25,228,650 P 3481,111,936 P 16,144,668,848

Accumulated depreciation - ( 670,385,761) ( 5,778,017) - ( 676,163,778 )

Net carrying amount P 9,840,345,939 P_2,127,596,562 P 19,450,633 P 3,481,111,936 P 15,468,505,070
December 31, 2020

Cost P 9904289891 P 2797,681,966 P 25,228,650 P 3,309,920,402 P 16,037,120,909

Accumulated depreciation - ( 644,663,943) ( 5,525,730) - ( 650,189,673 )

Net carrying amount P_9904,289,891 P_2,153,018,023 P 19,702,920 P_3,309,920,402 P _15,386,931,236

anuary 1, 2020
Cost P 8,867,542,310 P 2797,479,316 P 25,228,650 P 1,270,510,090 P 12,960,760,366
Accumulated depreciation - ( 541,754,063) ( 4,516,584) - ( 546,270,647 )

Net carrying amount P 8,867,542,310 P_2,255,725253 P 20,712,066 P_1,270,510,090 P _12,414,489,719
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The reconciliation of the carrying amounts of investment properties at the beginning and end of
the three months ended March 31, 2021 and the year ended December 31, 2020 is shown
below.

Building and Condominium  Construction in
Land Improvements Units Progress Total
Balance at January 1, 2021,
net of accumulated
depreciation P 9,904,289,891 P 2,153,018,023 P 19,702,920 P 3,309,920,402 P 15,386,931,236
Additions 34,993,395 - - 219,069,777 254,063,172

Reclassification of land to property
development cost - - - ( 47,577,886) ( 47,577,886 )
Reclassification to raw land ( 98,937,347) - - -

( 98,937,347 )

Reclassification from CIP to

building improvements - 300,357 - ( 300,357) -
Depreciation charges for the year - ( 25,721,818) ( 252 .287) - ( 25,974,105)
Balance at March 31, 2021,

net of accumulated

depreciation P 9,840,345,939 P_2,127,596,562 P 19,450,633 P 3,481,111,936 P 15,468,505,070
Balance at January 1, 2020,

net of accumulated

depreciation P 8,867,542,310 P 2,255725,253 P 20,712,066 P 1,270,510,090 P 12,414,489,719
Additions 406,747,581 202,650 - 2,039,410,312 2,446,360,543
Asset acquisition 630,000,000 - - - 630,000,000
Depreciation charges for the year - ( 102,909,880) ( 1,009,146) - ( 103,919,026 )
Balance at December 31, 2020,

net of accumulated

depreciation P 9904,289,8901 P _2153,018,023 P 19,702,920 P_3,309,920,402 P 15,386,931,236

The amount of depreciation is allocated as follows:
March 31, December 31,

2021 2020
Notes (Unaudited) (Audited)
Cost of rentals 20.2 P 25,721,818 P 102,909,880
General and administrative
expense 22 252,287 1.009.146

P 25974,105 P _ 103,919,026

Land and building rental revenues recognized from investment properties amounted to

P449.6 million and P465.2 million for the three months ended March 31, 2021 and 2020,
respectively, and are shown as Rentals under Revenues account in the condensed consolidated
statements of comprehensive income. Costs incurred related to investment properties, including
the depreciation, are presented as Rentals under Costs of Services and Sales account in the
condensed consolidated statements of comprehensive income (see Note 20.2).

Management believes that the carrying amounts of investment properties are recoverable in full;
hence, no impairment loss is recognized in 2021 and 2020.
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Certain investment properties with carrying amount of P301.5 million as of March 31, 2021 and
December 31, 2020, are used as collateral for certain loans with local banks (see Note 17).

LEASES

The Group leases certain parcels of land from WHI. Such lease has original term of 15 years
and subject to escalation rate of 3% and enforceable renewal/extension options. The lease with
WHI is reflected on the 2020 consolidated statement of financial position as a right-of-use asset
under Investment Properties (see Note 14) and a lease liability.

15.1 Right-of-use Asset

The carrying amount of the Group’s right-of-use asset as at March 31, 2021 and December 31,
2020 and the movements during the period are shown below.

March 31, December 31,
2021 2020
Note (Unaudited) (Audited)
Balance at beginning of period P 152,548,532 P 158,198,478
Additions 31,067,589 -
Depreciation and amortization 20.2 ( 4,001,452) ( 5,649,946)
Balance at end of period P 179,614,669 P 152,548,532

Depreciation of the Group’s right-of-use asset is presented as part of Cost of Rentals in the
consolidated statements of comprehensive income (see Note 20.2).

15.2 Lease Liability

Lease liability is presented in the consolidated statement of financial position as at
March 31, 2021 and December 31, 2020 as follows:

March 31, December 31,
2021 2020
(Unaudited) (Audited)
Current P 18,863,153 P 11,282,400
Non-Current 175,538,354 154,244,514

P 194,401,507 P 165,526,914

Interest expense is presented as part of Finance Costs in the consolidated statements of
comprehensive income (see Note 21.1).

As of March 31, 2021, the Group has no commitments for leases (as lessee) entered into
but which had not commenced.
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16. OTHER NON-CURRENT ASSETS

This account includes the following:

March 31, December 31,

2021 2020
(Unaudited) (Audited)
Advances to suppliers P 544,211,892 P 579,018,623
Project advances 117,261,044 116,964,427
Financial assets at FVOCI 49,670,827 49,670,827
Deposits for future investment 54,026,935 54,026,935
Refundable deposits 33,350,815 30,313,000
Contract acquisition costs 5,503,473 5,503,473
Others 9,108,910 9,108,911

P 813,133,896 P 844,606,196

The reconciliation of the carrying amounts of financial assets at FVOCI is as follows:

March 31, December 31,
2021 2020
(Unaudited) (Audited)
Balance at beginning of period P 49,670,827 P 75,876,143
Unrealized fair value gain - ( 26,205,316)
Balance at end of period P 49,670,827 P 49,670,827

Financial assets at FVOCI consist of investment in golf club shares and certain unquoted equity
securities. The Group used Level 2 and 3 in determining the fair value of financial assets at
FVOCL

17. LOANS AND BORROWINGS

The Group’s short-term and long-term loans and borrowings are classified in the condensed
consolidated statements of financial position as follows:

March 31, December 31,

2021 2020
(Unaudited) (Audited)
Current P 1,104,745,000 P 1,114,670,000
Non-current 263,630,000 282.350,000

P 1,368,375,000 P 1,397,020,000
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Bank loans represent partially secured and unsecured loans from local commercial banks.
These loans bear annual interest rates ranging from 2.25% to 5.75% per annum in 2021 and
2020 and are subject to monthly repricing based on prevailing market rate.

In 2021 and 2020, interest costs related to bank loans amounted to P4.4 million and
P7.2 million, respectively, and were recognized as part of Finance costs account in the
condensed consolidated statements of comprehensive income (see Note 21.1).
Certain bank loans are partially secured by investment properties amounting to P301.5 million,
and land and land development costs amounting to P44.2 million both as of March 31, 2021
and December 31, 2020 (see Notes 10 and 14).

18. TRADE AND OTHER PAYABLES

This account consists of the following:

March 31, December 31,
2021 2020

(Unaudited) (Audited)
Trade payables P 431,057,844 P 403,109,987
Deferred output VAT payable 637,863,734 682,122,394
Retention payable 214,362,995 300,391,327
Accrued expenses 144,166,981 194,878,351
Other payables 150,294,003 152,452,510

P 1,577,745,557 P 1,732,954,569

19. DEPOSITS AND ADVANCES
This account consists of:

March 31, December 31,

2021 2020
(Unaudited) (Audited)
Current:
Reservation deposits P 439,450,596 P 577,863,090
Advance rentals 238,261,924 228,663,931
Construction bond 50,075,146 48,837,148
Rental deposits 46,520,814 50,041,094
Unearned rent income 28,204,082 12,007,782
Buyers’ deposits 1,009,196 1,009,196
Others 3,168,647 3,219,323

806,690,405 921,641,564
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Non-current:
Rental deposits
Retention payable
Advance rentals
Unearned rent income
Buyers’ deposits

COSTS OF SERVICES

20.1 Cost of Construction Contracts
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211,456,850 210,654,440
64,578,000 132,362,000
63,308,956 63,308,956
61,178,807 61,178,807

5,827,833 5,827,833

406,350,446 473,332,036

P 1,213,040,851

The details of cost of construction contracts are shown below.

Subcontract
Depreciation and amortization

20.2 Cost of Rentals

The following are the details of direct costs and expenses of rentals, including common usage

and service area charges:

Depreciation

Outside services

Taxes and licenses
Utilities

Office supplies
Professional fees
Repairs and maintenance
Others

P 1,394,973,600

Notes 2021 2020
P 2,073,730 P 7,963,665
13 - 32,798
22 P 2,073,730 P 7,996,463

Notes 2021 2020
14,151 P 27,134,304 P 26,961,716
12,961,814 11,414,231
11,046,668 10,893,228
10,679,229 7,373,157
2,256,345 3,388,736
3,199,203 2,234,617
2,444,344 1,130,881

4,828,043 -

22 P 74,549,950 P 63,396,566

Others include cost of janitorial services, garbage fees, and other incidental fees.
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20.3 Cost of Sale of Condominium Units

The following are the details of direct costs and expenses of condominium units sold:

2021 2020
Development costs P 69,636,256 P 248,874,187
Land cost 7,408,343 32,666,587
Others 9,735,962 17,812,212

P 86,780,561 P 299,352,986

Development costs pertain to work done by third party contractors relating to planning,
design, architectural, and construction of the condominium units.

Others include permits and licenses, development changes, surveying, monumenting and
titling fees.

21. OTHER OPERATING AND NON-OPERATING INCOME (CHARGES)

21.1 Finance Costs

Note 2021 2020
Interest expense on:
Bank loans 17 P 4,369,141 P 7,204,227
Lease liabilities 15.2 3,120,072 3,098,401
Retirement obligation 5,655,000 -
Others 12,407 26,466

P 13,156,620 P 10,329,094

21.2 Finance Income

Note 2021 2020
Interest income 7 P 4,353,093 P 25,389,182
Foreign currency gains 203,425 78,031

P 4,556,518 P 25,467,213
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21.3 Other Operating Income

2021 2020
Penalty income 36,384,856 -
Income from rendering of
administrative and other services 9,300,857 9,261,439
Sale of rights - 65,000,000
Others 1,629,692 1,392,672
47,315,405 75,654,111
Others include parking fee income, vetting fee, and signage rental.
22. OPERATING EXPENSES BY NATURE
The details of operating expenses by nature are shown below.
Notes 2021 2020
Development costs 69,636,256 P 248,874,187
Salaries and employee benefits 39,478,095 33,965,789
Taxes and licenses 37,208,623 46,750,585
Depreciation and amortization 13,14 37,141,542 38,819,276
Outside services 15,354,785 12,176,927
Utilities 11,008,571 7,765,871
Association dues 10,154,454 9,958,935
Professional fees 7,759,305 5,992,745
TLand Cost 7,408,343 32,666,587
Bond and insurance 6,290,456 1,099,389
Representation and
entertainment 3,742,158 12,909,694
Impairment loss 3,527,568 -
Oftice supplies 3,437,238 5,246,314
Repairs and maintenance 2,943,568 2,906,757
Subcontract 2,073,730 7,963,665
Commission 1,611,902 12,537,133
Transportation and travel 748,037 897,035
Corporate affairs 5,067 337,270
Others 16,108,195 33,200,440

P 275,637,893

P 514,068,599

Others include gasoline and oil, postage and communication, bid documents, subsistence,
low value leases and other incidental expenses under the ordinary course of business.
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These expenses are classified in the condensed consolidated statements of comprehensive
income as follows:

23.

Notes 2021 2020
Cost of sale of condominium units 20.3 P 86,780,561 P 299,352 986
Cost of rentals 20.2 74,549,950 63,396,566
Cost of construction contracts 20.1 2,073,730 7,996,463
General and administrative
expenses 110,092,137 129,522,857
Selling expenses 2,141,515 13,799,727
P 275,637,893 P 514,068,599
The details of general and administrative expenses are shown below.
Notes 2021 2020
Salaries and employee benefits 39,478,095 P 33,965,789
Taxes and licenses 26,161,955 35,857,357
Association dues 10,154,454 9,958,935
Depreciation and amortization 13,14 10,007,240 11,824,762
Professional fees 4,560,102 3,758,128
Representation and entertainment 3,742,158 12,909,694
Impairment loss 3,527,568 -
Outside services 2,392,971 762,696
Bond and insurance 1,462,413 1,099,389
Oftice supplies 1,180,893 1,857,578
Transportation and travel 748,037 897,035
Repairs and maintenance 499,224 1,775,876
Utilities 329,342 392,714
Others 5,847,685 14,462,904
P 110,092,137 P 129,522,857

RELATED PARTY TRANSACTIONS

The Group’s related parties include its Ultimate Parent Company, associates, joint ventures,
related parties under common ownership and management, stockholders and key

management personnel as described below.

The summary of the Group’s significant transactions in 2021 and 2020 with its related parties
and the outstanding balances as of March 31, 2021 and December 31, 2020 are presented on
the succeeding page.
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Outstanding Balances

Related Party March 31, 2021  December 31, 2020 Amount of Transactions
Category Note (Unaudited) (Audited) 2021 2020

Ultimate parent company:

Cash advances granted 23.1 P 443,163,703 P 440,851,531 P 2,312,172 P 526,902

Advances from purchase of land 232 ( 3,990,125,076) ( 3,990,125,076) - -

Cash advances assumed 23.2 ( 44,871,591) ( 42,993,085) ( 1,878,506) -

Right-of-use assets 179,614,669 152,548,532 27,066,137  ( 1,412,485)

Lease liability ( 194,401,507) ( 165,526,914) ( 28,874,593) ( 277,801)

Depreciation - - 1,412,486 1,412,485

Interest expense - - 3,120,072 3,098,401
Associates:

Cash advances granted 231 7,555,429 7,555,429 - 202,100
Joint ventures:

Cash advances granted 231 37,583,941 37,583,941 - -

Construction contracts 27,673,758 27,673,758 - 2,648,789

Related parties under common
ownership and management:

Cash advances granted (collected) 231 161,221,577 168,244,877 ( 7,023,300) 6,588,948

Cash advances paid (obtained) 23.2 - - - ( 1,304,637)

Association dues 33,197,355 39,439,101 9,784,425 8,234,070

Contracts of services - - 6,926,590 6,926,590

Other income - - 8,736,632 3,600,000
Stockholders:

Cash advances granted (collected) 231 99,555,100 97,055,100 2,500,000 9,272,057
Key management personnel —

Compensation - - 13,813,349 14,492,724

Retirement Fund 41,857,802 41,857,802 - -

23.1 Advances to Related Parties

In the normal course of business, the Group grants unsecured and noninterest-bearing cash
advances to related parties for working capital requirements and other purposes. The advances
have no fixed repayment terms and collectible upon demand.

Certain advances to related parties are secured by an undertaking of another related party to pay
in case of default. These advances are presented as Advances to related parties under
Receivables account in the condensed consolidated statements of financial position

(see Note 8).

March 31, December 31,

2021 2020
(Unaudited) (Audited)

Ultimate parent company P 443,163,703 P 440,851,531
Related parties under common

ownership and management 161,221,577 168,244,877
Stockholders 99,555,100 97,055,100
Joint ventures 37,583,941 37,583,941
Associates 7,555,429 7,555,429

P 749,079,750 P 751,290,878
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23.2 Advances from Related Parties and Due to Ultimate Parent Company

The Group has outstanding amount due to the Ultimate Parent Company representing a
payable for certain land acquired in prior years. The Group also obtains cash advances from

other related parties to assist its daily operational and other requirements.

Advances from and due to related parties, which is presented as current liabilities

March 31, December 31,
2021 2020
(Unaudited) (Audited)
Ultimate parent company P 3,990,125,076 P 4,033,118,154
Related party under common
ownership and management 44,871,591 -

P 4,034,996,667 P 4,033,118,154

24. EARNINGS PER SHARE

Basic and diluted earnings per share were computed as follows:

2021 2020
(Unaudited) (Unaudited)
Net profit attributable to the equity
holders of the Parent Company P 552,025,550 P 445,376,619
Divided by weighted average number
of outstanding common shares* 3,395,864,100 3,395,864.100
Basic and diluted earnings per share P 016 P 0.13

*The Group has no potential dilutive common shares as of March 31, 2021 and
December 31, 2020.

25. CAPITAL STOCK

The Parent Company has an authorized capital stock of P4,000,000,000 divided into
4,000,000,000 shares with a par value of P1 per share, of which 3,395,864,100 shares or
P3,395,864,100 are issued and outstanding as of March 31, 2021 and December 31, 2020.

On March 6, 2018, the Parent Company filed its application with the PSE for the listing of its
common shares, which was approved by the PSE on May 23, 2018. Also on March 6, 2018, the
Parent Company filed a Registration Statement covering the Initial Public Offering (IPO) of its
common shares with the PSE, in accordance with the provisions of the SEC’s Securities
Regulation Code. Pursuant to its filing with the PSE, on June 29, 2018, the Parent Company
issued through the IPO the additional 679,172,800 common shares at P12.00 price per share
generating offering proceeds of P8,150.1 million. The related additional paid-in capital arising
from the IPO, after deducting transaction costs associated with the issuance of shares,
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amounted to P6,964.6 million. The common share price closed at P6.9 per share and P7.6 per
share as of March 31, 2021 and December 31, 2020, respectively.

In 2015, the Parent Company issued 3,216,910 common shares at par value of
P100.00 per share to a certain individual stockholder pursuant to a deed of exchange.

On May 14, 2020, the Parent Company’s BOD unanimously approved a P1,000.0 million
buyback program of the Parent Company’s shares through the open market on the PSE subject
to applicable SEC and PSE rules, for a period of two years or upon full utilization of the
appropriated amount, whichever comes first. The Parent Company acknowledges that the
share buyback program shall have an effect on the Parent Company’s Minimum Public
Ownership (MPO), and that it commits to bringing the MPO to the required percentage within
a period of twelve months. As of the date of issuance of the 2020 consolidated financial
statements, the SEC is yet to approve the Parent Company’s buyback program.

As of March 31, 2021 and December 31, 2020, there are 24 and 12 holders, respectively, of
the listed common shares owning at least one board lot of 100 shares. The public float lodged
with PCD Nominee is counted as one stockholder only.

COMMITMENTS AND CONTINGENCIES

The following are the significant commitments and contingencies involving the Group:
26.1 Operating Leases — Group as a Lessor

The Group is a lessor under operating leases covering certain real estate properties presented
in the consolidated statements of financial position as Investment Properties. The lease
agreements have a term of one year, subject to annual renewal and monthly payment of
minimum rental plus additional rental based on certain percentage of the lessee’s gross sales.
Lease agreements with large tenants have terms ranging from five to 45 years with monthly

rental payment on certain rate per square meter of leased area subject to annual escalation rates
of 5.00% to 10.00% per annum.

The future minimum lease collections under these operating leases as of the end of the
reporting period is as follows:

March 31, December 31,
2021 2020
(Unaudited) (Audited)
Within one year P 1,153,442,166 P 1,125,340,220
After one year but not
more than five years 2,921,791,078 3,013,169,890
More than five years 31,730,673,900 31,861,464,258

P 35,805,907,144 P 35,999,974,368
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26.2 Legal Claims

There are pending claims and legal actions filed by the Group or against the Group arising
from the normal course of its business. Management believes that the ultimate liability, if
any, with respect to such litigations, claims and disputes will not materially affect the financial
position and results of operations of the Group.

26.3 Deficiency Tax Assessments

The Group has certain final deficiency tax assessment and has received letters of authority
from the Bureau of Internal Revenue (BIR), pursuant to which the BIR has sought to
investigate certain tax periods of the Group and consequently examine certain books, records
and accounts that relate to transactions in the ordinary course of business. There are final
deficiency tax assessments in the ordinary course of business against the Parent Company
that are pending with the BIR covering taxable years 2015, 2013 and 2009. Pursuant to the
Group’s policy of addressing such actions in line with prudent business practice, the Group
has engaged tax counsels and advisors in relation to these matters.

As of March 31, 2021, the final deficiency tax assessments are still under protest.
Management believes that the Group has enough basis in law, Supreme Court and Court of
Tax Appeals decisions, and evidence to support their claim; hence, no provisions were
recognized in the consolidated financial statements.

26.4 Reclaimed Land and Others

The Group’s existing land holdings in Aseana City, which were obtained pursuant to certain
series of agreements involving reclamation and related projects with the Philippine
Government, are entirely located on reclaimed foreshore land. Although the Group holds
registered titles to these land holdings, Philippine law provides that issuance of titles does not
create or vest title, but only constitutes evidence of ownership over such properties. In view
of this, the Group’s ownership, registration, and possession of titles and actual possession of
these land holdings do not negate the possibility that the Philippine Government or third
parties may at any time, file lawsuits to challenge the Group’s rights to these land holdings.
While the PRA and the Philippine Office of the Government Corporate Counsel (OGCC) are
of the opinion that the Group’s titles can no longer be invalidated, there is no assurance that
the Philippine Government or third parties will not challenge the Group’s rights to such
reclaimed lands in the future. Notwithstanding the foregoing, the Group is not aware of the
validity of the Group’s titles being questioned, impugned, challenged or invalidated by the
Philippine Government or any other third party since the time the Group acquired ownership
over these land holdings in Aseana City and up to the audit report date. In addition to the
opinions of the PRA and OGCC, management believes that the Group has enough basis in
law and in the decisions of the relevant courts, to support the validity of its titles and
ownership over these subject properties.

There are other commitments, litigations and contingencies that arise in the normal course of
the Group’s operations which are not reflected in the consolidated financial statements. As of
March 31, 2021, management is of the opinion that losses, if any, from these commitments and
contingencies will not have material effects on the Group’s consolidated financial statements.
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27. CAPITAL MANAGEMENT OBJECTIVES, POLICIES AND PROCEDURES

The Group’s capital management objectives are to ensure that the Group maintains a strong
credit rating and healthy capital ratios in order to support its business and maximize shareholder
value.

The Group manages its capital structure and makes adjustments to it, in the light of changes in
economic conditions primarily those current and expected future events that affect or likely to
affect the real estate and leasing sector. To maintain or adjust the capital structure, the Group
may adjust the dividend payment to shareholders, pay-off existing debts, return capital to
shareholders or issue new shares.

The Group monitors its capital gearing by measuring the ratio of loans and borrowings to total
capital and net loans and borrowings to total capital. Loans include all short-term and long-term
borrowings while net interest-bearing loans include all short-term and long-term loans net of cash
and cash equivalents.

As of March 31, 2021 and December 31, 2020, the Group’s ratios of net interest-bearing loans to
total capital are as follows:

March 31, December 31,
2021 2020
(Unaudited) (Audited)
Total loans and borrowings P 1,368,375,000 P 1,397,020,000
Less: Cash and cash equivalents
and short-term placements (__4,616,933,519) (__5,014,489,615)
Net loans and borrowings (a) ( 3,248,558,519) ( 3,617,469,615)
Total equity 22,677,841,856 _22,284,284,887
Net loans and borrowings
and equity (b) P19,429,283,337 P 18,666,815,272
Gearing ratio (a/b) -17% -19%

28. CASH DIVIDENDS

On March 3, 2021, the Parent Company’s BOD in the special meeting held approved the
declaration of dividends amounting to P 0.047116 per share to shareholders as of the record
date March 22, 2021. The dividends will be payable on April 8, 2021.
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D.M. WENCESLAO & ASSOCIATES, INCORPORATED AND SUBSIDIARIES
Schedule of Financial Indicators
As required under SRC Rule 68, as amended
For the Period Ended March 31, 2021 and 2020
(Amounts in Philippine Pesos)

Current/liquidity ratios
a.  Current Ratio
Total Current Assets

Total Current Liabilities

b.  Quick Ratio
Total Current Asset — Contract Asset — Land and land
development costs — Property development costs — Other
current assets except short term placement

Total Current Liabilities

Solvency ratios
a.  Solvency Ratio
Total Assets

Total Liabilities

b. Debt Ratio

Total Loans and Borrowings

Total Assets

c.  Debt-to-Equity Ratio
Total Loans and Borrowings

Total Equity Attributable to Owners of Parent Company

Asset-to-equity ratio
Total Assets

Total Equity Attributable to Owners of Parent Company

Interest Coverage Ratio
Earnings Before Interest and Taxes

March 31, 2021 December 31, 2020
1.48 1.47
0.91 0.92
3.25 3n
4% 4%
6% 6%
1.48 1.51

March 31, 2021

March 31, 2020

Interest Costs*

Profitability Ratios
a.  Net Profit Margin
Net profit Attributable to Owners of the Parent Company

Revenues

b.  Gross Profit Margin
Gross Profit

Revenues

c.  Return on Equity (Annualized)
Net profit Attributable to Owners of the Parent Company

Average Equity Attributable to Owners of the Parent
Company

d.  Return on Assets (Annualized)
Net profit Attributable to Owners of the Parent Company

Average Total Assets

e. Recurring income
Rental revenue

Total revenue

46.9

79.9%

76.4%

12.6%

8.2%

71.7%

82.8

45.3%

63.9%

8.2%

4.1%

50.0%
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D. M. WENCESLAO & ASSOCIATES, INCORPORATED
15F Aseana 3, D. Macapagal Blvd.
cor. Asean Ave., Aseana City, Paranaque City

Reconciliation of Retained Earnings Available for Dividend Declaration
As of March 31, 2021

Unappropriated Retained Earnings Available for
Dividend
Declaration at Beginning of Year P 8794911971

Prior Year’s Outstanding Reconciling Items

Rent income based on

Philippine Accounting Standard (PAS) 17, Leases ( 3,936,537,469 )
Deferred tax income from deferred tax assets ( 161,184,741 )
Revaluation increment on land ( 19,047,893 )

Unappropriated Retained Earnings Available for
Dividend Declaration at Beginning of Year, as

Adiusted 4.678,141.868

Net Profit Realized During the Year

Net profit per audited financial statements 308,377,395
Non-actual/unrealized income
Accrued rent income based on PFRS 16, Leases ( 117,914,073)
Deferred tax income from deferred tax assets ( 330,000)
190,133,322

Other Transactions During the Year
Cash dividends declared ( 156,018.659)

Unappropriated Retained Earnings Available for
Dividend Declaration at End of Period P 4,712,256,531
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF THE FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

DMW’s Net Income Increases 19% to P553.6 million in three months ended March 31, 2021

Financial and Operational Highlights
(In Millions Pesos, except for financial ratios and percentages)

Profit & Loss Data
Revenues
Cost of services and sales
Gross profit
Other operating expenses — net
Net income

Balance Sheet Data
Total Assets
Total Liabilities
Total Equity attributable to
owners of the Parent company

Other Key Financial Ratios
Current Ratio
Debt to Equity

Return on Equity
*Net income ratio
Recurring Income Contribution

*Attributable to parent

Three months ended March 31

(UNAUDITED)
% to % to %
2021 Revenues 2020 Revenues  Change
093 100% 1,026 100% -32%
163 24% 371 36% -56%
530 76% 055 64% -19%
65 9% 68 7% -4%
554 80% 465 45% 19%
March 31 % to Total Dec 31 % to Total %
2021 Assets 2020 Assets Change
(UNAUDITED) (AUDITED)
32,765 100% 32,857 100% 0%
10,087 31% 10,573 32% -5%
22,096 67% 21,704 66% 2%
As of the period ended
March 31, 2021 December 31, 2020
1.48 1.47
6% 6%
March 31, 2021 March 31, 2020
13% 8%
80% 45%
72% 50%
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Revenue

Total consolidated revenue decreased by P333.8 million, or 32.5%, from P1,026.4 million for the
three months ended March 31, 2020 to P692.6 million for the same period in 2021, primarily due to
the following:

Rentals

Our total rental revenue slightly decreased by P15.9 million, or 3.1%, from P512.7 million for
the three months ended March 31, 2020 to P496.8 million for the same period in 2021
primarily due to decrease in building rentals by P16.5 million, or 7.9%, from P208.8 million in
2020 to P192.3 million in 2021. The decrease was primarily attributable to the pre-termination
of certain lessees as an effect of the current pandemic situation. Our total leased floor area is
90,712 sq.m. and 89,914 sq.m as of March 31, 2021 and 2020, respectively.

Construction contracts

Total construction revenue decreased by P13.4 million, or 85.9%, from P15.6 million for the
three months ended March 31, 2020 to P2.2 million for the same period in 2021 primarily due
to decrease in construction activities rendered to external customers. In 2021, the Group
focused its construction resources to completing its on-going internal projects.

Sale of Condominium Units

The revenue from sale of condominium units decreased by P304.5 million, or 61.1%, from
P498.1 million for the three months ended March 31, 2020 to P193.6 million for the same
period in 2021. This decrease was attributable primarily due to incremental percentage of
completion of Pixel in 2021 decreased compared to the incremental percentage of completion
for the same period in 2020 as the project is nearing completion. Moreover, more Pixel units
were turned over in 2020 than in the same period in 2021.

Cost of Services and Sales

Our consolidated cost of services and sales decreased by P207.3 million, or 55.9%, from
P370.7 million for the three months ended March 31, 2020 to P163.4 million for the same period in
2021 due primarily to the following:

Construction Contracts

Costs of construction contracts decreased by P5.9 million, or 73.8%, from P8.0 million for
the three months ended March 31, 2020 to P2.1 million in 2021. As discussed in a previous
paragraph, the decrease in cost was due primarily to decrease in construction activities
rendered to external parties.

Sale of Condominium Units
Cost of sale of condominium units decreased by P212.6 million, or 71.0%, from

P299.4 million for the three months ended March 31, 2020 to P86.8 million for the same
period in 2021. As discussed in a previous paragraph, decrease was attributable primarily to
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the decrease in incremental percentage of completion in 2021 compared for the same period
in 2020 and the turnover of Pixel units.

Other Income (Charges)

Other income net of charges decreased by P26.0 million, or 110.3% from P23.6 million other
income-net for the three months ended March 31, 2020 to P2.4 net charges for the same period in
2021 primarily due to the following:

Finance Income

Finance income decreased by P21.1 million, or 82.7%, from P25.5 million in 2020 to
P4.4 million in 2021. The decrease was attributable primarily to the decrease in the amount of
short term placements and effective interest income rate.

Share in Net Income of Associates and Joint Venture

Share in Net Income of Associates and Joint Ventures decreased by P2.4 million, or 30.1%,
from P7.8 million in 2020 to P5.4 million in 2021 due to the decrease in the net income as a
result of operations of the joint venture.

Tax Expense (Credit)

Tax expense turned around by P238.6 million, or 162.5%, from P146.8 million tax expense in 2020 to
P91.7 million tax credit in 2021. On March 26, 2021, the Corporate Recovery and Tax Incentives for
Enterprise Act (CREATE Act) was passed resulting to the decrease in corporate tax rate from 30% to
25%. The effect of which is a reversal of deferred tax liability and a tax credit from the previous year’s
adjustment for overpayment of income tax.

Net Profit Attributable to Parent

Net profit attributable to parent company increased by P106.6 million, or 23.9%, from
P445.4 million in 2020 to P552.0 million in 2020.

Balance Sheet Accounts

Total Assets

The Company’s total assets decreased by P92.4 million, or 0.3%, from P32,857.0 million as of
December 31, 2020 to P 32,764.6 million as of March 31, 2021 due to the following:

e Cash and cash equivalents decreased by P477.6 million, or 10.8%, from 4,429.5 million to
P3,951.9 million as of December 31, 2020 and March 31, 2021, respectively, primarily due to
payment to several suppliers and subcontractors.
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e Receivables increased by P202.3 million, or 3.2%, from P6,246.8 million to P6,449.1 million
as of December 31, 2020 and March 31, 2021, respectively, primarily due to recognition of
rental receivable based on PAS17.

e Contract asset decreased by P78.5 million, or 85.3%, from P92.0 million to P13.5 million as of
December 31, 2020 and March 31, 2021, respectively, primarily due to collection from
turnover of units of Pixel Residences.

e Property development costs increased by P19.2 million, or 1.8% from P1,068.6 million to
P1,087.8 million as of December 31, 2020 and March 31, 2021, respectively, primarily due to
the cost incurred in constructing Pixel Residences and MidPark Towers. As of March 31,
2021, percentage of completion for Pixel Residences and MidPark Towers is 93.50% and
17.42%, respectively.

e Tand and land development costs increased by P99.0 million, or 4.7%, from P2,112.5 million
to P2,211.5 million as of December 31, 2020 and March 31, 2021, respectively, primarily due
to the reclassification of certain parcel of land previously recognized as leasable area under
Investment properties account in the consolidated financial statements.

e Investment properties - net increased by P108.6 million, or 0.7%, from P15,539.5 million to
P15,648.1 million as of December 31, 2020 and March 31, 2021, respectively, primarily due to
the cost incurred for 8912 Asean Ave., Parqal, and Aseana Plaza, net of the reclassification of
certain parcel of land previously recognized as leasable area to Land and land development
cost.

e Other non-current asset decreased by P31.5 million, or 3.7%, from P844.6 million to
P813.1 million as of December 31, 2020 and March 31, 2021, respectively, primarily due to
recoupment of deposits or downpayment on progress billings of subcontractors.

Total Liabilities

Total liabilities decreased by P485.9 million, or 4.6%, from P10,572.7 million to P10,086.8 million
from December 31, 2020 and March 31, 2021, respectively, due to the following:

e Trade and other payables decreased by P155.3 million, or 9.2%, from P1,733.0 million to
P1,577.7 million as of December 31, 2020 and March 31, 2021, respectively, primarily due to
payment to several suppliers and subcontractors.

e Contract liability increased by P44.8 million, or 6.5%, from P690.8 million to P735.6 million
as of December 31, 2020 and March 31, 2021, respectively, primarily due to the increase in
the amount received from real estate customers in excess of the amount the Group has rights
to receive based on the progress of the real estate development.

e Deposits and advances decreased by P182.0 million, or 13.0%, from P1,395.0 million to
P1,213.0 million as of December 31, 2020 and March 31, 2021, respectively, mainly due to
application of deposits related to rentals and the sale of condominium units of Pixel
Residences and MidPark Towers.
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e Deferred tax liabilities decreased by P165.7 million, or 15.7%, from P1,056.7 million to
P891.0 million as of December 31, 2020 and March 31, 2021, respectively, mainly due to
reversal of deferred tax liability as a result of reduced tax rate from 30% to 25% in
accordance to the provisions of CREATE Bill.

Total Equity

Total equity increased by P393.5 million, or 1.8%, from P22,284.3 million to P22,677.8 million as of
December 31, 2020 and March 31, 2021, respectively, primarily due to the results of operation for the
three months ended March 31, 2021, net of declaration of cash dividends of P160.0 million.

Other Key Financial Ratios

The Company’s key performance indicators are measured in terms of the following: (a) Current ratio
which determines the liquidity of the Company (b) Debt to equity which determines the Company’s
financial leverage (c) Return on equity which measures the profitability to capital provided by
stockholders (d) net income ratio which measures the ratio of net profit to total gross revenue (e)
recurring income contribution.

Current ratio increased to 1.48 from 1.47 as of March 31, 2021 and December 31, 2020,
respectively, mainly due to decrease in current liabilities as a result of payment of liabilities to
suppliers and subcontractors.

Debt to equity ratio remained at 6% as of March 31, 2021 and December 31, 2020, due to
payment of maturing loans while increasing the equity as the result of operations.

Return on equity increased to 13% from 8% as of March 31, 2021 and 2020, respectively, as a
result of increase in net profit.

Net income margin increased to 80% from 45% as of March 31, 2021 and 2020 as a result of

decrease in revenue and increase in net income.

Recurring income ratio increased to 72% from 50% as of March 31,2021 and 2020 mainly due
to decrease in revenue from sale of condominium units.

The Company has no known direct or contingent financial obligation that is material to the
Company, including any default acceleration of an obligation. There were no contingent liabilities or
assets in the Company’s balance sheet. The Company has no off-balance sheet transactions,
arrangements, obligations during the reporting year as of balance sheet date.

There are no known trends, events, material changes, seasonal aspects or uncertainties that are
expected to affect the Company’s continuing operations.

Key Operating Data

As of March 31, 2021, 8912 Asean Ave. the Company’s largest commercial office building has
a percentage of completion of 91.0%. In February 2021, the Company successfully closed its first
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office lease deal in 8912 Asean Ave. The building is projected to be completed in 2021 and will add
an approximately 68,000 sq.m to the total leasable floor area.

As of March 31, 2021, Parqal a mixed-use project with office and retail spaces that stretches
from Diokno Ave. to Macapagal Ave. has a percentage of completion of 40.4%. The project has
approximately 67,000 sq.m. leasable floor area and it features a climate protected and walkable mixed-
use development with a 50% retail component. It is composed of nine independent 4-storey
buildings. Around 60% of Parqal lot area is dedicated to lush green landscapes and recreational
facilities.

Pixel Residences, the Company’s first residential project has successfully turned over 93% of
the total units.

Impact of COVID-19 Pandemic on the Group’s Business

The COVID-19 pandemic started to become widespread in the Philippines in early March 2020.
The measures taken by the government to contain the virus have affected economic conditions and the
Group’s business operations. The following are the impact of the COVID-19 pandemic to the Group’s
business:

e interruptions in the construction of on-going projects;

e difficulty in the collection of accounts receivables from tenants on leases and reimbursable
charges;

e delays in collection from residential buyers on turnover balances of a completed project;

e temporary setbacks in pre-selling of residential units; and,

e additional administrative expenses were incurred to ensure health and safety of its employees
and customers such as the frequent disinfection of facilities and COVID-19 testing for its
employees.

In response to this matter, the Group has taken the following actions:

e re-evaluated schedules and completion of projects’ under construction;

e launched digital platform and collection portal towards the end of the third quarter to
provide convenient payment access to the customers;

e granted discounts on rentals on a case to case basis;
e activated digital marketing initiatives to reach existing and potential residential buyers; and,
e implemented stringent health protocols within the Group’s offices and project sites.

Based on the above actions and measures taken by management to mitigate the adverse effect of the
pandemic, it projects that the Group would continue to report positive results of operations and would
remain liquid to meet current obligation as it falls due. Accordingly, management has not determined
material uncertainty that may cast significant doubt on the Group’s ability to continue as a going concern.

Project and Capital Expenditure

As of the period ended March 31, 2021, the Company already spent P5,343.9 million on its
pipeline projects in which P308.57 million were spent during the first quarter of 2021.
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PRESENT:

Delfin J. Wenceslao Jr. - Chairman of the Board

Dra. Sylvia C. Wenceslao - VP for Corporate Social Responsibility
Delfin Angelo C. Wenceslao - Director and Chief Executive Officer

Paolo Vineent C. Wenceslao - Director and Chief Operating Officer

Edwin Michael C. Wenceslao - Director and VP for Treasury and Administration
Carlos Delfin C. Wenceslao - Director and VP for Logistics

Oscar 5. Reyes - Independent Director

Dr. Alberto P. Fenix, Jr. - Independent Director

Atty, Paul Mar M. Quinto - Corporate Secretary and Chief Legal Cfficer
Atty. Heherson M. Asiddao - Chief Finance Officer

Atty. Mark S. Gorriceta - Chief Information Officer

Atty. Madelyn D. Sarmiento - Chief Compliance Officer

Rachelle C. Paunlagui - Investor Relations Officer

I. CALL TO ORDER

At about 9:00 AM, after the Philippine National Anthem was played, the Host of the event
welcomed the participants of the Meeting through remote communication. The Host introduced
the attendees thereof who included the Directors and Officers of DMWAL representatives from
the external auditor of the company, Punongbayan & Araullo, and representatives from the
company’s Stock and Transfer Agent, RCBC.

The Chairman of DMWAI Mr. Delfin J. Wenceslao Jr., thereafier made his welcome address. The
Chairman then appointed Delfin Angelo C. Wenceslao, the company’s Chief Executive Officer as
the Chairman and Fresiding Officer of the Annual Stockholders Meeting.

The Chairman and Presiding Officer called the meeting to Order.
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11, NOTICE OF MEETING AND CERTIFICATION OF QUORUM

The Corporate Secretary, upon query by the Chairman and Presiding Officer, certified that the
written notice of the time, date, place and purpose of the meeiing was sent by courler to all
stockholders of record in accordance with the provisions of the Revised Corporation Code, By-
Laws of the company and applicable rules and that the notice was also made available to all
stockholders of record through the company’s website. Further, based on the tabulation and
validation issued by the company’s Stock and Transfer Agent, RCBC, stockholders owning
2.740,771.827% or 80.709% of the 3,395,864.100 total outstanding shares of the company, as of
June 17, 2020, are present or duly represented either in person, or through voting in absentia or by

proxy.
Therefore, there is a quorum for the meeting,

*As tabulated and validated by the company’s Stock and Transfer Agent, RCBC, the final number
as of June 24, 2020 is 2,740,772.127 or 80.709% of the total outstanding shares of the company.

I1T. PROCEDURES FOR DISCUSSION AND VOTING

Before proceeding on the first item for discussion, the Corporate Secretary read the procedure for
the discussion and voting for the orderly conduct of the remote meeting. To wit:

1. Stockholders may vote by appointing the Chairman of the meeting as proxy, or
by electronic voting in absentia. Stockholders voting by appointing the Chairman
as proxy shall email the duly accomplished proxies for inspection, validation, and
recording at least seven (7) days before the opening of the annual stockholders’
meeting, or on or before June 17, 2020 to the Office of the Corperate Secretary at
ASM?2020registration@dmwai.com. Stockholders voting in absentia, who have
previously registered through the registration and voting mechanism provided by
DMWALI, may cast their votes electronically at the time provided for in the notice
and mechanism.

2. Stockholders may email to ASM2020¢idmwai.com questions or comments to
matters that are relevant and of general concern to them. DMWAT’s Vice President
for Corporate Planning will read the questions or comments for response by
Management. However, for the efficiency of time, only questions or comments sent
during the pre-validation of attendees may be addressed during the Meeting. Cther
questions or comments received today will be addressed after this meeting through
email by the Management/
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3. There are six (6) Resolutions proposed for adoption by the Stockholders in the
Meeting. Each ofthe proposed resolutions and/or items in the Agenda will be shown
on the screen as the same is taken up during the meeting.

4. The results presented during the meeting are the partial results only as of June
17, 2020, the cut-off date for tabulatien of proxy validation. The final tabulation of
the votes, with full details shall be included in the Minutes of this Meeting.

IV. APPROVAL OF THE MINUTES OF THE 2019 ANNUAL STOCKHOLDERS’
MEETING

The Chairman and Presiding Officer procesded with the approval of the minutes of the 2019
Annual Stockholders’ Meeting held on June 07, 2019. An electronic copy thereof is available on
the company website.

The Corporate Secretary reported that the Resolution, as shown on the screen, had been approved
by the stockholders owning 2,740,771,827*% (or 80.709 % of the total outstanding shares) votes, or
100.00 % of the total voting shares represented as of June 17, 2020, based on the preliminary
tabulation of votes. Therefore:

Resolution No. 01, Series of 2020: “RESOLVED, to approve the Minutes of last year’s
Annual Stockholders’ Meeting held on June 7, 2019.”

As tabulated and validated by the company’s Stock and Transfer Ageni, RCBC, below are the final
votes cast for the Resolution as of June 24, 2020:

For Against Abstain
No. of Shares Voted 2,740, 772, 127 ] 0
9 of Shareholders 20.71%

V. ANNUAL REPORT OF THE CHIEF EXECUTIVE OFFICER

The company’s CEO, Mr. Delfin Angelo C. Wenceslao gave his CEQ’s report which is also
available at dmwai.com and the Annual Report posted on the Investor Relations segment of the
company’s website,

VL ELECTION OF DIRECTORS FOR 2020-2021

The Corporate Secretary read out the process for the nomination and election of the company’s
directors in accordance with the Company's Manual on Corporate Governance and By-Laws, and
pertinent Rules of the PSE and read out the names of the following persons as nominees: i
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1. Delfin J. Wenceslao, Jr.

2. Delfin Angele C. Wenceslao
3. Paolo Vincent C. Wenceslao
4. Carlos Delfin C. Wenceslao
5. Edwin Michael C. Wenceslao
6. Alberto P. Fenix, Jr

7. Oscar 8. Reyes

The Corporate Secrefary reported that all of the nominees for Director for 2020-2021 each garnered
at least 2,715,363,627% (or 79.96 % of the total outstanding shares) votes, or at least 99.00 % of the
total voting shares represented as of June 17, 2020.

Thus, the Corporate Secretary certified that all of the nominees have garnered enocugh votes and
are elected as Directors for the company for the year 2020-2021.

Astabulated and validated by the company’s Stock and Transfer Agent, RCBC, below are the final
votes cast for each of the nominee-directors as of June 24, 2020:

Direclor For %
Delfin J. Wenceslao, Jr. 2,716,514,628 | 79.99
Delfin C. Angelo Wenceslao | 2,716,514,628 | 79.99
Paolo Vincent C. Wenceslac | 2,715,363,728 | 79.96
Carlos Delfin C. Wenceslag 2.730.620,428 | B0.68
Edwin Michael C. Wenceslao | 2,715,363,728 | 79.96
Alberto P. Fenix, Jr. 2,740,771,328 | 80.71

Oscar S. Reyes 2.740.771,318 | 80.71

VII. APPOINTMENT OF PUNONGBAYAN & ARAULLO AS THE EXTERNAL
AUDITOR FOR 2020

The Chairman and Presiding Officer moved on to the next item on the Agenda which 1s the
appoiniment of Punongbayan & Araullo as the External Auditor of the Company for 2020
Punongbayan & Araullo’ s performance was evaluated, and its appointment was recommended by
the Audit and Risk Committee.

The Corporate Secretary reported that the Resolution had been approved by the stockholders
owning 2,740,771,827* {or 30.708 % of the total outstanding shares) votes, or 100.00 % of the total
voting shares represented as of June 17, 2020, based on the preliminary tabulation of votes.
Therefore: fff
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Resolution No. 02. Series of 2020: “RESOLVED, to appreve the
Appointment of Punongbayan & Araulle as the External Auditor for 2020.

As tabulated and validated by the company’s Stock and Transfer Agent, RCBC, below are the final
votes cast for the Resolution as of June 24, 2020:

For Against Abstain
No. of Shares Voted 2,740, 772, 127 0 0
% of Sharcholders 80.71%

VIII. RATIFICATION OF ALL PREVIOUS ACTS AND RESOLUTIONS OF THE
BOARD OF DIRECTORS, MANAGEMENT AND ALL COMMITTEES.

The Chairman and Presiding Officer moved on to the next item on the Agenda which is to ratify
all previous acts and resclutions of the board of directors, management, and all committees from
2019 until the date of the Meeting. Some major resolutions of the board were then shown on the
screen.

The Corporate Secretary reported that the Resolution, as shown on the screen, had been approved
by the stockholders owning 2,740,771,827* (or 80.705 % of the total outstanding shares) votes, or
100.00 % of the total voting shares represented as of June 17, 2020, based on the preliminary
tabulation of votes. Therefore:

Resolution No. 03, Senes of 2020; “RESOLVED, fo approve all previous
Acts and Resolutions of the Board of Directors, Management and All
Committees.”

As tabulated and validated by the company’s Stock and Transfer Agent, RCBC, below are the final
votes cast for the Resolution as of June 24, 2020:

For Against Abstain
No. of Shares Voted 2,740,772,127 0 0
% of Shareholders 80.71%
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IX. AMENDMENT OF THE ARTICLES OF INCORPORATION TO CHANGE THE
COMPANY’S PRINCIPAL ADDRESS

The Chairman and Presiding Officer then moved on to the second to the last item on the Agenda
which is the approval of the amendment of the articles of incorporation of the company to change
its principal address.

The specific provisions of the Articles to be amended are then flashed on the screen as the
Corporate Secretary read out the proposed amendment, and the purpose thereof.

The Corporate Secretary then reported that the Resolution, as shown on the screen, had been
approved by the stockholders, owning at least 2/3 of the issued and outstanding voting stock of the
corporation, or 2,740,771,827% {(or 80.709 % of the total outstanding shares) votes, or 100.00 % of
the total voting shares represenied as of June 17, 2020, based on the preliminary tabulation of
votes. Therefore:

Resolution No. 04, Series of 2020: “RESOLVED, to approve the Amendment
of the Articles of Incorporation to Change the Principal Address from 3F
Aseana Powerstation, Pres. D. Macapagal Blvd., Parafiaque City to 15th
Floor, Aseana 3, Pres. D, Macapagal Bivd. cor. Asean Avenue, Aseana City,
1701 Parafiaque City.

As tabulated and validated by the company’s Stock and Transfer Agent, RCBC, below are the final
votes cast for the Resolution as of June 24, 2020:

For Against Abstain
No. of Shares Voted 2,740, 772,127 0 0
% of Shareholders 80.71%

X. AMENDMENT OF THE SECOND AND THIRD ARTICLES OF THE BY-LAWS

The Chairman and Presiding Officer then moved to discuss the last item on the Agenda, the
Amendment of the Company’s By-Laws to allow the holding of board and sicckholders meetings
through remote communication and in absentia and to delegate the authority to amend and repeal
the By-Laws to its Board of Directors, which will allow flexibility in making changes that may be
necessary to be acted upon with urgency.

The Corporate Secretary then went on to explain that the Amendment is in keeping with the recent
revision of the Corporation Code, advancement in technology, and compliance with the best

//
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corporate governance practices as promulgated by the SEC and other pertinent government
agencies.

The specific provisions of the By-Laws to be amended are then flashed on the screen as the
Corporate Secretary reads out the purpose thereof.

The Corporate Secretary reported that the Resolution, as shown on the screen, had been approved
by the stockholders owning 2,715,364,227* (or 79.96 % of the total outstanding shares) votes, or
at least 99.00 % of the total voting shares represented as of June 17, 2020, based on the preliminary
tabulation of votes. Therefore:

Resolution No. 05, Series 0of 2020: “RESOLVED, to approve the Amendment
of the Second and Third Articles of the By-Laws to allow for voting through
remote communication and in absentia, and Article X Section 1 to delegate
the authority to amend and repeal the By-Laws to the Board of Directors.

As tabulated and validated by the company’s Stock and Transfer Agent, RCBC, below are the final
votes cast for the Resolution as of June 24, 2020;

For Against Abstain
No. of Shares Voted 2,715,364,527 | 25,407,600 0
% of Shareholders 79.96% 0.75%

XL QUESTION AND ANSWER

The company’s CEQ, Mr. Delfin Angelo C. Wenceslao gave his responses to some of the questions
submitted prior to the Meeting,

Questions not addressed during the Meeting will be answered by Management thru email
thereafler.

VIII. ADJOURNMENT

There being no other matters to discuss, the company’s annual stockholders’ meeting was
adjourned at around 9:40 A M.

Atty. Patl Mar M. Quinto
Coypgiate Secretary
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D.M. WENCESLAO & ASSOCIATES, INCORPORATED

INTERNAL PROCEDURES FOR ELECTRONIC VOTING IN ABSENTIA AND/OR

BY PROXY ON STOCKHOLDERS’ MEETING

Coverage

Stockholders of D.M. Wenceslao & Associates, Incorporated (“DMWAI” or “Company”)
who are unable to physically attend the Company’s Annual Stockholders’ Meeting on June
24, 2021 and who have: (a) appointed the Presiding Officer of the Company as Proxy, or
(b) upon valid registration chose to electronically vote in absentia after advising the
Company of their intention to attend the Meeting remotely.

Registration
1) Who may Register - Stockholders of Record as of May 13, 2021.

2) When to Register - Registration period for Stockholders who intend to appoint the
Presiding Officer of the meeting as Proxy, or to electronically vote in absentia shall
start on June 3, 2021 at 8:00am until June 17, 2021 at 5:00pm, Philippine time
(“Registration Period”). Beyond this date and time, Stockholders may no longer avail
of the option to electronically vote in absentia.

3) How to Register - The Shareholder must send a scanned or digital copy of their
Registration Form together with the following documents and information, either
through (a) the Company, or (b) the Brokerage Firm, or (c) the Stock Transfer Office,
to the email address asm2021registration@dmwai.com within the Registration
Period, for validation.

Individual Stockholders —
a. A recent photo of the Stockholder, with the face fully visible;

b. Scanned or digital copy of the front and back portions of the Stockholder’s
valid government-issued identification card, preferably with residential
address; and

c. Contact number of the Stockholder.

Stockholders with Joint Accounts —

a. Scanned or digital copy of authorization letter signed by all Stockholders,
identifying who among them is authorized to cast the vote for the account;

b. A recent photo of the authorized Stockholder, with the face fully visible;


mailto:asm2021registration@dmwai.com

Scanned or digital copy of the front and back portions of the authorized
Stockholder’s valid government-issued identification card, preferably with
residential address; and

Contract number of the authorized Stockholder.

Broker Accounts —

Scanned or digital copy of the broker’s certification on the Stockholder’s
number of shareholdings;

A recent photo of the Stockholder, with the face fully visible;
Scanned or digital copy of the front and back portions of the Stockholder’s
valid government-issued identification card, preferably with residential

address; and

Contact number of the Stockholder.

Corporate Stockholders —

a.

Scanned or digital copy of signed secretary’s certificate attesting to the
authority of the representative to vote for, and on behalf of the Corporation;

A recent photo of the Stockholder’s representative, with the face fully visible;
Scanned or digital copy of the front and back portions of the valid
government-issued identification card of the Stockholder’s representative,

preferably with residential address; and

Contact number of the Stockholder’s representative.

Stockholders with incomplete requirements will not be able to register online and
vote electronically in absentia, but may still vote by sending a proxy (appointing
the Presiding Officer of the meeting as proxy) to the Annual Stockholders” Meeting.

4) Validation of Registration - The validation of the Stockholder’s Registration Form
shall be completed by the Company within three (3) business days from receipt
thereof.

The Company will send an email confirming successful validation of the
Stockholder’s registration.



Please note that submission of incomplete or inconsistent information will result in
an unsuccessful registration.

The Registration Form can be accessed and downloaded at our website
http://dmwai.com/.

Note: In light of the recent events and government pronouncements and guidelines
surrounding the COVID-19 pandemic, the Company shall allow electronic signature
for the required documents, as applicable. Notarization requirement shall also be
dispensed with at this time. However, the Company reserves the right to request
additional information, and original signed and notarized copies of these documents
at a later date, as it deems necessary.

5) Unregistered Stockholders

Unregistered Stockholders are requested to notify the Company by email to
asm2021registration@dmwai.com by June 17, 2021, until 5:00 PM, of their intention
to participate in the Annual Stockholders’ Meeting by remote communication. For
validation purposes, unregistered Stockholders shall also provide the Company the
following information: (i) name; (ii) address; (iii) telephone number and (iv) the
required documents.

I1l. Rightto Vote
1) Stockholders Appointing the Presiding Officer as Proxy

Stockholders may give the Presiding Officer the authority to vote in all matters for
approval, by appointing the Presiding Officer as Proxy in the Stockholder’s
Registration Form.

2) Stockholders Voting in Absentia

a. For items other than the Election of Directors, the registered Stockholder has
the option to vote: For, Against, or Abstain. The vote is considered cast for
all the registered Stockholder’s shares.

b. For the Election of Directors, the registered Stockholder may vote for all
nominees, not vote for any of the nominees, or vote for some nominees only,
in such number of shares as preferred by the Stockholder, provided that the
total number of votes cast shall not exceed the number of shares owned,
multiplied by the number of directors to be elected.

The votes cast in absentia will have equal effect as votes cast by proxy.

3) Stockholders Participating through Remote Communication
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VI.

VII.

VIII.

Stockholders participating through remote communication may electronically vote
during the Annual Stockholders’ Meeting provided they have validly registered
within the Registration Period.

Upon successful registration, registered Stockholders will receive an electronic mail
(through the email address provided in their Registration Form) with a link, through
which they can cast their vote.

Tabulation and Validation of Votes in Absentia or by Proxy

The Proxy Verification Committee will tabulate all votes received through Proxy or in
absentia, and an independent third party will validate the results. Validation and final tally
of votes through Proxy or in absentia shall be released on or before June 21, 2021.

Determination of Quorum

Only those Stockholders who have notified the Company of their intention to participate in
the Annual Stockholders’ Meeting by remote communication, and who have successfully
registered during the Registration Period, together with the Stockholders who voted by proxy
will be included in the determination of quorum.

Access to the Live Meeting

The Company will send the registered Stockholders the link to the live webcast of the Annual
Stockholders’ Meeting at least two (2) business days prior to the date of the Meeting.

For any technical assistance, Stockholders may send their questions or concerns prior to the
date of the meeting via email to asm2021@dmwai.com with the subject “Technical
Assistance”. The IT Team of the Company shall assist the Stockholders on their questions
and concerns.

Stockholders’ Questions/Comments During the Meeting
Stockholders may send their questions and/or comments during the meeting at

asm2021@dmwai.com. The Corporate Secretary, or his designated representative, shall raise
these questions on behalf of the Stockholder.

Recording of the Annual Meeting

Upon adjournment, the Company shall post the link to the recorded webcast of the Annual
Stockholders’ Meeting on the Company’s website, for two (2) weeks. Within this period,
Stockholders may raise to the Company any issues, clarifications and concerns on the Annual
Stockholders’ Meeting conducted.
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For any clarifications, Stockholders may contact the Company’s Office of the Investor
Relations Officer at iro@dmwai.com or the Office of the Corporate Secretary at
asm2021@dmwai.com.
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D.M. WENCESLAQ & ASSOCIATES, INC.

Rules and Procedures for the Conduct of the
Annual Stockholders’ Meeting

Date Issued: Issue No.: | Revision No.: | Date Revised:
1

2021 REMOTE ANNUAL STOCKHOLDERS’ MEETING

To ensure a productive, orderly, and informative Annual Stockholders’ Meeting via remote
communication (“Meeting”), D.M. Wenceslao & Associates, Incorporated (“Company”)
requires full cooperation from all stockholders in observing the following general procedures
and specified time limits for the conduct of the Meeting:

1.

Only stockholders who validly registered during the registration period indicated in the
Definitive Information Statement shall be allowed to join the Meeting via remote
communication.

Stockholders will be validated through the use of a unique username per stockholder in
accessing the live webcast. The username will be provided to stockholders who have
validly registered, prior to the Meeting. An invalid username will prevent a stockholder’s
entry to the Meeting.

Taking of photographs, using of audio and/or video recording equipment, or
downloading, or unauthorized live streaming is prohibited without the prior express
written consent of the Company. All stockholders and participants shall be required to
turn all mobile phones, electronic devices, or gadgets silent during the conduct of the
Meeting. The recording of the Meeting will be available for viewing at
http://dmwai.com/ for two (2) weeks after the Meeting.

The Meeting will follow the Agenda included in the Definitive Information Statement.

All questions and comments should be directed to the Presiding Officer of the Meeting,
who will either respond directly, or invite another officer (or Director) of the Company
to respond to each query.

. To ensure orderly and productive discussions, the Presiding Officer will announce when

questions and comments can be entertained. All stockholders and attendees, except for
the Presiding Officer and/or respective officer of the Company, will be put on mute in
the meantime and during the discussion of the agenda items of the Meeting. Only the
Presiding Officer can present a video or share his screen during the Meeting.

In order to use the time of all stockholders and attendees as effectively as
possible, we will handle the official business of the meeting first, as outlined in the
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Agenda. We ask you to confine questions or comments strictly to the matter that is under
consideration. There will be a separate question and answer portion on other matters that
may be of concern to attendees after the voting on the proposals. We plan to conclude the
Meeting by the closing remarks of the Presiding Officer.

7. During the Meeting, stockholders may send their relevant questions and concerns to
asm2021@dmwai.com. The Presiding Officer and/or the Corporate Secretary has the
sole discretion as to which relevant concerns may be addressed during the Meeting.
Other question/concerns not addressed during the Meeting will be answered by
Management thereafter through email.

8. In the event of technical malfunction or other significant problems that may disrupt the
Meeting, the Chairman/Presiding Officer may adjourn, recess, or expedite the Meeting,
or take such other actions that the Chairman/Presiding Officer may reasonably determine
as appropriate in light of the circumstances.

The views and concerns of all stockholders are welcome. However, the business purpose
of the Meeting will be strictly observed, and the Chairman or Presiding Officer may rule
the following kinds of questions or comments as out of order:

questions that are not related to the business at hand;
questions that are irrelevant to the business of the company;
questions relating to pending or threatened litigation;
comments or questions that are derogatory in nature; and

5. orrelated to personal matters or personal grievances.

PobhdRE

The Company (Presiding Officer) has sole discretion to discipline a stockholder attendee
who is found to be in violation of the above guidelines, or whose behavior may cause
unnecessary interruption to the orderly conduct of the Meeting or harm to the Company
and the other attendees. The Company may impose the following disciplinary measures,
after fair warning to the erring stockholder attendee:

1. place the attendee on mute; or
2. if unreasonably disruptive, remove him/her from the Meeting.

We appreciate your participation. Your fellow stockholders will appreciate your courtesy in
observing these Rules.

For your guidance.
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_%é April 2021
SECURITIES AND EXCHANGE COMMISSION

G/F Secretariat Building, PICC Complex,
Roxas Boulevard, Pasay City

Attention: Mr. Vicente Graciano P. Felizmenio, Jr.

Director, Markets and Securities Regulation Department
Gentlemen:

[n connection with the Annual Stockholders Meeting of D.M. WENCESLAO &
ASSOCIATES, INCORPORATED (the “Corporation”), [ hereby certify that none of the
Corporation’s directors or key officers holds any position in the Philippine government or in any
government agency.

We hope the Commission finds everything in order.

Thank you very much.
Very truly yours,

ATTY. ERS@I:J_M\.ASIDDAO
Acting Compliance Officer
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CERTIFICATION OF INDEPENDENT DIRECTOR

I, ALBERTO P. FENIX, JR., Filipino, of legal age and a resident of 15E The

Biltmore, 102 Aguirre St., Legazpi Village, Makati City 1229, Metro Manila, after having been
duly sworn to in accordance with law do hereby declare that:

I

2z

I am a nominee for independent director of D.M. Wenceslao & Associates, Incorporated
(the “Corporation™) and have been its independent director since February 23, 2018.

I am/was affiliated with the following companies:

COMPANY/ORGANIZATION POSITION/ PERIOD OF
RELATIONSHIP SERVICE
Newtech Pulp Inc. President 1990-2015
Ivoclar Vivadent Inc. President 1993-2018
SPC Power Corporation Executive Director 1994-Present
Kepco SPC Power Corporation Director 2000-Present
Bohol Light Company Inc. Director 2009-Present
SPC Island Power Corporation Director 2010-Present
Fenix Management and Capital Inc. | Chairman and President 2009-Present
Victorias Milling Company Inc. Director 2012-2017
VC Securities Corporation Independent Director 2019-Present
AIFEN True Water Inc. Chairman and President 2019-Present

I possess all the qualifications and none of the disqualifications to serve as an Independent
Director of the Corporation, as provided for in Section 38 of the Securities and Regulation
Code, its Implementing Rules and Regulations and other Securities and Exchange
Commission (SEC) issuances.

[ am not related to any of the directors/officers/substantial shareholders of the Corporation,
its subsidiaries, and affiliates nor a relative in any other way than the relationship provided
under Rule 38 of the Securities Regulation Code.

To the best of my knowledge, I am not the subject of any pending criminal or administrative
investigation or proceeding.

I am not an officer or director of any government agencies or government-owned and
controlled corporations.

I shall faithfully and diligently comply with my duties and responsibilities as Independent
Director under the Securities Regulation Code and its Implementing Rules and Regulations,
Manual on Corporate Governance for Publicly Listed Companies and other SEC issuances.

I shall inform the Corporate Secretary of the Corporation of any changes in the
abovementioned information within five (5) days from its occurrence.
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CERTIFICATION OF INDEPENDENT DIRECTOR

I, OSCAR S. REYES, Filipino, of legal age and a resident of 58 Mckinley Road Forbes
Park, Makati City, Metro Manila, after having been duly sworn to in accordance with law do
hereby declare that:

1. I'am a nominee for independent director of D.M. Wenceslao & Associates, Incorporated
(the “Corporation”) and have been its independent director since July 29, 2019.

2. I am/was affiliated with the following companies:
COMPANY/ORGANIZATION POSITION/ PERIOD OF
RELATIONSHIP SERVICE
Bank of the Philippine Islands Independent Director 2003-2016

Member, Advisory
Council

2016-present

Manila Water Company Inc.

Independent Director

2005-present

PLDT Inc.

Director
Member, Advisory
Council

2001-2010
2010-present

Basic Energy Corporation

Independent Director
Member, Advisory
Board

2007-2019
2019-present

Cosco Capital Inc.

Independent Director

2009-present

Pepsi Cola Products Philippines, Inc.

Chairman

2007-present

PXP Energy Inc. Director 2017-present
PLDT Equity Ventures Inc. Director 2013-present
Link Edge, Inc. Chairman 2002-present

Sun Life Financial Plans Inc.

Independent Director

2006-present

Sun Life Prosperity Dollar
Advantage Fund, Inc.

Independent Director

2002-present

Sun Life Prosperity GS Fund, Inc.

Independent Director

2011-present

Sun Life of Canada Prosperity Bond
Fund, Inc.

Independent Director

2011-present

Sun Life Prosperity Money Market
Fund, Inc.

Independent Director

2011-present

Sun Life Prosperity Dynamic Fund
Inc.

Independent Director

2018-present

Sun Life Prosperity Achiever Fund
2028 Inc.

Independent Director

2018-present

Sun Life Prosperity Achiever Fund
2038 Inc.

Independent Director

2018-present

Sun Life Prosperity Achiever Fund
2048 Inc.

Independent Director

2018-present

Sun Life Prosperity World Equity
Fund

Independent Director

2018-present

Sun Life of Canada Prosp. Balance
Fund

Independent Director

2018-present

Sun Life of Canada Prosperity Equity

Fund

Independent Director

2018-present




Grepalife Fixed Income Fund Independent Director 201 1-present
Corporation

Grepalife Dollar Bond Fund Independent Director 2011-present
Corporation

Grepalife Bond Fund Corporation Independent Director 201 1-present
Petrolift Inc. Independent Director 2007-present
Eramen Minerals Inc. Independent Director 2004-present
Phil Dealing System Holdings Corp. | Independent Director 2019-present
Phil. Dealing Exchange Corporation | Independent Director 2019-present
Phil. Depository & Trust Corporation | Independent Director 2019-present
Phil. Securities Settlement Independent Director 2019-present
Corporation

Team Energy Corporation Independent Director 2019-present

I possess all the qualifications and none of the disqualifications to serve as an Independent
Director of the Corporation, as provided for in Section 38 of the Securities and Regulation
Code, its Implementing Rules and Regulations and other Securities and Exchange
Commission (SEC) issuances.

. I am not related to any of the directors/officers/substantial shareholders of the Corporation,
its subsidiaries, and affiliates nor a relative in any other way than the relationship provided
under Rule 38 of the Securities Regulation Code.

. To the best of my knowledge, I am not the subject of any pending criminal or administrative
investigation or proceeding.

. I am not an officer or director of any government agencies or government-owned and
controlled corporations.

. I shall faithfully and diligently comply with my duties and responsibilities as Independent
Director under the Securities Regulation Code and its Implementing Rules and Regulations,
Manual on Corporate Governance for Publicly Listed Companies and other SEC issuances.

. I shall inform the Corporate Secretary of the Corporation of any changes in the
abovementioned information within five (5) days from its occurrence.
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