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PART | — BUSINESS AND GENERAL INFORMATION

Item 1. Business

Business Development

8990 Holdings, Inc. (“The Company”) is the largest mass housing develaper in the Philippines in terms of
units licensed under BP 220 from 2011 to 2013, according to Housing and Land Use Regulatory Board
(HLURB). The principal owners began development of their first horizontal mass housing project in 1991 in
Cagayan de Oro, and have since expanded into other high-growth areas across the Philippines, such as
Davao, tloilo, Pampanga and Cavite. Banking on over eighty (80) years of collective experience in the
Philippine property development industry of its principals, The Company has buiit a reputation of providing
quality and affordabie homes to consumers in the fast-growing Philippine mass housing market. The
Company’s DECA Homes and Urban DECA Homes brands undoubtedly gain a strong reputation in the
market, resulting in The Company garnering numerous awards including Q Asia Magazine’s Best Housing
Developer for 2012-2013. As of December 31, 2014, the Company has completed twenty four (24) mass
housing projects, and is currently developing eleven {11} more mass housing projects. The Company’s

completed and on-going development projects consists approximately thirty thousand {30,000} housing
uhits, to date.

The Company believes that its industry experience has equipped it with the ability to understand the
demands, needs, preferences, means and circumstances of consumers in the Philippine mass housing
market. The Company offers an affordable pricing and payment model, and has developed its CTS Gold in-
house financing program to cater to mass housing market Filipino consumers who do not have the
accumulated savings to pay high down payments for homes, but have sufficient recurring income to
support monthly amortization payments. Under this program, customers only pay a minimal down
payment and can quickly move into their chosen homes. The Company retains ownership of such homes
untif full payment is made by the customer. The CTS Gold program is further strengthened by the
Company’s strong relationship with PAG-IBIG, the primary Government agency providing housing financial
assistance to Filipinos through the long-established PAG-IBIG loan program. The Company has structured
the CTS Gold program, in particular the CTS Gold Convertible product, such that the requirements for such
product generally mirror the requirements to avail a PAG-IBIG home loan. This essentially ensures the take-
up by PAG-IBIG of such foans upon application by customers, tonverting receivables of the Company into
cash and lessening the financing and other risks appurtenant to potential buyer defauits.

Consistent with the Company's thrust of providing quality and affordable housing units to its customers,
the Company also introduced a pre-cast construction process, which enables it to construct complete
residences ready for move-in much faster than under the conventional concrete cinder block method,
Through this process, the Company is able to construct townhouses and single-storey attached units in just
eight (8] to ten {10) days, with an additional five (5) days for single-storey houses with lofts. The use of this

process allows the Company to realize significant cost savings and enables it to turn over units to its
customers in a fast and efficient way.

In addition to horizontal mass hausing subdivision projects, the Company also develops medium-rise
building {*MRB"} condominium projects. The Company began development of its first MRB mass housing
project in Cebu in 2008, and plans to develop simitar MRB projects in Metro Manila and other urban areas.

In 2013 and 2014, the Company recorded consolidated revenues from sales of PhP5,433.1 million and

PhP7,792.4 million, respectively, with resulting net income of PhP2,183.7 million and PhP3,309.1 million,
respectively.



Competitive Strengths

The Company considers the following to be its principal competitive strengths:
Favorable market and industry demographics of the Mass Housing sector.

The Company believes that the Mass Housing sector has shown favorable market demographics in recent
years and will continue to do so in the medium- to long-term. Consistent with steadily expanding GDP and
rising consumption and spending domestically, the Company believes that the growing Philippine
workforce is primarily comprised of young individuals with regular cash flaws, which will drive contihued
expansion and grawth in the Philippine housing sector. According to HLURB, from 2001 to 2011, a total of
1,263,924 Mass Housing units were built; during this same period, hawever, the backlog for new Mass
Housing units was approximately 3,087,520 units. In addition, according to the SHDA/CRC Report (based on
data from HLURB, HUDCC, tnited Nations World Papulation Prospects and the National Statistics Office of
the Philippines), by 2030 the total housing need in the Philippines is expected to increase to approximately
6.3 million units, largely driven by the demand for Mass Housing units at approximately 4.8 millicn units.

The Company believes that it is squarely positioned to capitalize on the existing housing need and growing
demand for Mass Housing in the Philippines. This is borne out by the Company's attractive business model
of quick construction and roll-out of quality finished houses with affordable monthly amortizations. The
Company typically rolls out its horizontal housing developments in phases of up to 200 houses, with a
typical phase being completely rolled out after around two months from start of construction. While
construction is ongoing, the Company also simultaneously conducts its marketing and sales campaigns,
including reservation and processing of homebuyer applicatians. Given that the Company is serving a need-
based market segment within which there is significant demand for housing supply,

uhits are pre-sald prior to completion of construction. This has resulted in
the Company in recent years.

a substantial number of
strong sales growth recorded by

Leading Mass Housing developer with established track record and brands for the underserved Mass
Housing segment,

The Company is the largest Mass Housing developer in the Philippines in terms of units licensed under B.P.
220 from 2011 to 2013, according to HLURB. In 2003, the Campany launched its projects under the DECA
Homes brand. As of March 31, 2015, the Company has completed 24 Mass Housing projects and is
developing another nine Mass Housing and MRB projects. Across these 24 completed and ongoing projects,
the Company has, since 2003, sold more than 28,000 units, with approximately 21,000 additional units
availabie for development and sale from ongoing prajects. As a result of this track record, the Company has
built a reputation of providing quality and affordable homes te consumers in the fast-growing Philippine

Mass Housing market, resulting in the Company garnering numerous awards such as Q Asia Magazine’s
Best Housing Developer for 2012 to 2013.

The Company believes that it is one of the few developers dedicated to serving the housing needs of the
Mass Housing segment throughout the Philippines, with most of its direct competitars being smaller
regional developers with limited geographical coverage. This has allowed the Company to build significant

nationwide brand equity for its DECA Homes and Urban DECA Homes brands across its target market and
also achieve economies of scale from its operations.

Customer-focused product and payment scheme best suited Jor the Mass Housing market, coupled with
effective collection and risk management policies.

The Company believes that its industry experience has equipped it and its management with in-depth
knowledge and understanding of the needs, preferences, means and constraints of the Mass Housing
segment customer base. The Company continuously undertakes demographic analysis of its customer base,
which helps in developing products and payment schemes that are in line with the needs and lifestyles of
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its target customers. The Company believes that sustainable affordability is critical in serving the Mass
Housing segment. Accordingly, the Company tailors the house area, lot ares and locations of its
developments to deliver housing products whete the monthly amortization payments are affordable for its
target customers when compared to monthly rental payments for comparable housing units, hence
allowing a smooth transition from home rentai to ownership. Furthermore, the Company’s innovative CTS
Gald financing program typically requires a relatively small upfront payment {normally 2% of the purchase
price of the unit, compared to approximately 10% to 20% equity down payment generally required by other
developers). This allow home buyers to purchase and move into a house without material effect on their
savings. Fast and efficient processing under the CTS Gold financing program, combined with the Company's
pre-cast construction process, translates into the ability to deliver units to customers within a short time
frame. This combination of market knowledge, technical expertise and customer understanding results in a

compelling propasition for the Company’s target Mass Housing segment, which is primarily driven by end-
user demand.

To complement and support the CTS Gold financin
comprehensive collection platform comprising policies, st
focused on collection efficiency and the mitigation of
approaches customer credit management, be

g program, the Company has developed a
uctures, systems, organizations and mechanisms
payment delinquency. The Company proactively

ginning at the point prior to actual sale by conducting in-
house seminars/lactyres covering key topics related to purchasing a housing unit such as documentary

requirements, payment structure and credit and legal obligations connected with the housing unit
purchase. The Company has also implemented a comprehensive credit verification process for all potential
buyers looking to purchase housing units under the in-house CTS Gold program, which includes a rigorous
and systematic documentation approval process. In addition, the Company is able to leverage on its
previous experience as collection agent for Pag-IBIG in formulating and implementing highly effective
collection processes, including discontinuing the supply of certain utilities to the unit and/or disallowing
certain privileges with respect to use of the Company’s facilities in the developments. This has resulted in
the Company recording estimated collection efficiency rates, defined as amount collected out of current
amount due, of aver 93% since 2011, with an estimated efficiency rate of 93% in 2013 and 93% in 2014.
Moreover, the Company believes that, in part as a result of its collection processes, of the customer
accounts which become delinquent, appraximately haif become active again within three months of
default. For the remaining half of the delinquencies that ultimately result in default, the Company is able ta
regain possession and typically resefl the praperty in due time.

Market innovations with respect to construction

processes, which transiates into efficiencies and cost-
savings.

The Company has continually invested in innovation to update its building processes and minimize wasted
materials while at the same time maintaining the quality of its products and rapid completion of housing
units. To this end, the Company has developed its own unique building system that makes use of a pre-cast
construction process, enabling the Company to construct and complete housing units and MRBs in a cost-
and time-efficient manner without compromising the quality and standards of the housing units being
turned over to its customers. The utilization of this pre-cast construction process on-site, as opposed to
traditional building methods, likewise results in significant cost reduction for the Company, particularly on
labor costs. The Company believes that these factors help it to achieve and maintain healthy profit margins.
Since pre-cast is manufactured in a rontrolled casting environment, it is easier to control the mix,
placement, and curing; hence, quality can be monitored easily and wastage, typically a large cost for those
still utilizing traditional construction methods, is significantly reduced. The Company sources cement from
the largest cement manufacturers, which it then blends in-house, together with other additives in specific
proportions, to create its proprietary concrete blend. This concrete mix has a faster curing time than
standard concrete mixes, which allows for faster setting of pre-cast molds, resulting in panels that can
withstand approximately four times as much pressure per square inch than traditional cinder biock
structures. For instance, the recent 7.2 magnitude earthguake, which affected Cebu and Bohol tested the



structural strength and quality of the Company's projects in the area. The Company commissioned an
independent structural engineer to inspect the units in its affected projects and the inspection indicated
that there was only minor superficial damage and that the units remained structurally stable and fit for
occupancy. Through the use of this process, the Company is able to construct townhouses and single
attached units in just eight to 10 days with an additional five days for single-storey houses with lofts.

The Company continuously improves and refines this process and has mastered its efficient

implementation in the field. This construction process is highly scalable and, as such, enables the
Company’s high tevels of growth.

Strong relationships with key housing and shelter agencies.

The Company, through its Subsidiaries and Principals, has been recognized by key Government shelter

agencies with respect to its success in the industry. in particular, the Company was recognized by HLURB as
the developer with the most number of subdivision units licensed under B.P. 220 from 2011 to 2013. In
addition, the accreditation of the Company’s projects with the Board of investment under the Investments
Priorities Plan (“IPP”) allows each accredited praject to enjoy certain tax incentives.

These recognitions demonstrate that the Company has a good reputation and working relationship with
key Government agencies that are essential to any success in the Mass Housing development industry. Pag-
IBIG serves as the primary Government housing financial assistance program in the Philippines, with a
statutory mandate to provide financial assistance for the housing requirements of its members and aliot
nat less than 70% of its available funding for deployment of housing loans to qualified buyers. The
Company closely coordinates with Pag-IBIG to increase the efficiency in Pag-IBIG’s take-up of the
Company's contracts-to-sell under its CTS Gold in-house financing scheme. The Company has also
voluntarily submitted a proposal for it to be recognized as an authorized collection agent by Pag-IBIG for its
home buyers, thus lessening the manpower needed by Pag-1BIG to follow up and keep accounts current.

Experienced management team with extensive expertise in Mass Housing development.

The Company prides itself in having an experienced management team under the leadership of Mr. Luis Yu,
Jr. {Chairman Emeritus and Founder}, Mr. Mariano Martinez, r. (Chairman of the Board) and Mr. Januario
Jesus Gregorio Il B. Atencio (President and CEO), who each have extensive experience and in-depth
knowledge of the real estate business, particularly in the Mass Housing market, and span an aggregate of
over 80 years in the industry. The three Principals believe that they have, between them, developed aver
80 subdivisions and constructed aver 70,000 housing units on an aggregate of over 850 hectares in major
cities such as Cagayan de Oro, Cebu City, Davao City and Metro Manila. in additien, they have also
developed, over the years, positive relationships with key market participants, including construction
companies, regulatory agencies, local Government agencies and banks. Mr. Yu carries with him over 30
years of experience in the Mass Housing business. Mr. Martinez has over three decades of experience in
the Mass Housing industry and was once the National President of the Subdivision and Housing
Development Assaciation {“SHDA"}, the largest nationat organization of subdivision and housing developers
in the Philippines with aver 200 members. Mr. Atencio brings with him over two decades of experience in
the development of Mass Housing projects across the country. Furthermore, he has also been the National
President of the SHDA and currently serves on the Board of Governors of the SHDA and as a private sector

representative to the Housing and Urban Development Coordinating Center, the highest policy rmaking
body for housing in the Government.



Key Stratagies

The Company’s overall business strategy, and the key to its current and past success in the Mass Housing
industry, is to deliver with speed and quality the right products (a DECA Homes house or Urban DECA
Homes MRB unit) to its target customers, mainly comprising low to middle income earners able to afford a
monthly amortization payment of approximately #2,800 (the estimated amortization for a £450,000 loan
for a Saocialized Housing unit with 6% annual interest rate for the first year and a 25-year amortization
schedule) to #10,000 (the estimated amortization for a £1,250,000 loan with 8.5% annual interest rate and
a 25-year amortization schedule) under the Company’s in-house financing program, at the right price range
{the estimated amortization for a 450,000 to #1.25 million per housing/condaminium unit).

To further build on its competitive strengths and allow further e

xpansion of its business, the Company is
looking to undertake the following:

Increase existing coverage gnd expand geagraphically.

The Company intends to further grow its existing Mass Housing revenue base. To accomplish this, the
Company intends to (1) increase the number and variety of projects in the cities in which it currently has
existing developments, as well as to {2) geographically expand into new cities. For example, the Company
plans to bring to Metro Manila the Urban DECA Homes low-cost MRB concept that they were able to
successfully launch and implement in the Mandaue City, Metro Cebu urban environment. The Company is
also currently in the process of identifying sites for projects targeting Metro Manila commutaers.

Continue to support Mass Housing home ownership via innovative financing products.

The Company seeks to promote increased home awnership in the Mass Housing segment in part by
continuing to develop financing products tailored to the specific needs, requirements and financial
situation of Mass Housing customers. In particular, the Company intends to seek ways to improve on and
further provide flexibility to its CTS Goid financing program, an innovative product developed using the
Company’s experience in the Mass Housing segment, which allows home buyers to move into their chasen
homes after a low down payment and provides affordable monthly amortizations.

Continue to replenish land bank for development.

The Company plans to continue to explore opportunities to replenish its land bank for future
developments, selectively acquiring parcels and properties that meet its requirements for potential
projects. The Company aims to seek ot properties located in close proximi
terminals and major thorough-fares in cities, and also seeks to locate suitable p
business centers and high growth communities across the Philippines.

ty to public transportation
roject sites near developing

Continue ta diversify into new product types.

The Company plans to supplement its subdivision and MRB offerings by launching two high-rise
condominium projects under the brand “Urban DECA Towers” in the highest density urban areas of Metro
Manila. This concept involves the construction and sale of condominium units that are half the size (i.e.
approximately 13 sq. m.) of typical studio apartments. This project is envisioned to provide a weekday
lodging for low- to mid-income commuters who typically have to endure two to four hours of daily trave!
time and spend up to 5,000 each month in transportation costs traveling between their inner-city places
of work and their homes in the outlying heighborhoods of Metro Manila. Key to the success of this concept
is the up to $7,000 per month price point that works for the Company’s low- to mid-income customers,
coupled with the savings in transportation time and costs that would accrue to the condominium buvyers.



Attain increased efficiencies in all facets of its operations and processes.

The Company will seek to improve its construction efficiencies in part by adding more mechanization and
by standardizing the sizes of its building components. The Company will also seek to further improve
collections by updating its customer qualification process and improving its delinquency remedial

measures. in pursuing these items, the Company believes that it will be able to lower operating costs even
further and improve its operational efficiency.

The 8990 Group

8990 Group is comprise of the parent, which is also the holding company, 8990 Holdings, Inc. and six (6)
wholly-owned subsidiaries namely: [1] 8990 Housing Development Carporation (8990 Housing); [2] 8990
Luzon Housing Development Corporation {8930 tuzon); (3] 8990 Mindanao Housing Development
Corporation {8990 Mindanao); [4] 8390 Davao Housing Development Corporation (8990 Davao); [5] 8990
Leisure and Resorts Corporation (8990 Leisure); and [6] Fog Horn, Inc. (Fog Horn)

8990 Holdings, Inc. was incorporated and registered with the Philippine Securities and Exchange

Commission (SEC), and was listed in Philippines Stock Exchange (PSE} on July 8, 2005 and October 20, 2010,
respectively.

Subsidiaries

The following table presents certain information regarding the Company’s Subsidiaries as of December 31,

2014,
Company’s Share in
Country of Company's Ownership  Net income/{Loss) for
Subsidiary incarparation Total Assets Inberest the year
{PhP in millions, except percentages)
8990 Housing .., Phitippines 22,346 100% 1,008
8990 Luzon Phitippines 6,020 100% 1,114
89590 Mindanao Philippines 56 100% (0.3}
2950 Davan Philippines 1,490 100% 663
B99) Leisure Phitippines 15 100% {0.2)
Fog Horn. Phitippines 5163 100% 560
8990 Housing

Established in 2003, 89390 Housing is flagship subsidiary of the Company. Its primary purpase is to own, use,
imprave, develop, subdivide, sell, exchange, lease and hold for investment or otherwise, real estate of all
kinds, including buildings, houses, apartments and other structures. 8990 Hausing registered with the

Philippine SEC on March 20, 2003. its principal office address is 8990 Bldg., Negros Street, Cebu Business
Park, Cebu City.

8990 Luzon

8330 Luzon is a corporation duly organized and existing under and by virtue of the laws of the Republic of
the Philippines and registered with the Philippine SEC on October 28, 2008. 8990 Luzon engages in
acquiring by purchase, lease, donation or otherwise, and own, using, improving, developing, subdividing,
selling, mortgaging, exchanging, leasing and holding 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. The registered principal office address of 8990 Luzon is
8930 Bidg., Negros Street, Cebu Business Park, Cebu City.



8990 Mindanao

8990 Mindanaao is a corporation duly organized and existing under and by virtue of the laws of the Republic
of the Philippines and registered with the Philippine SEC on September 17, 2009. 8990 Mindanao primarily
engages in developing mass housing projects. its registered principal office address is 8990 Corporation

Center, Quirino Avenue, Davao City. 8990 Mindanao owns certain pareels of land used for the Company's
development projects.

8990 Davao

8990 Davao is a corporation duly organized and existing under and by virtue of the laws of the Republic of
the Philippines and registered with the Philippine SEC on September 17, 2009. 8950 Davao primarily
engages in the mass housing development business. Its registered principal office address is 8930

Corporation Center, Quirino Avenue, Davao City. 8390 Davao owns certain parcels of land used for the
Company’s development projects.

8990 Leisure

8990 Leisure is a corporation duly organized and existing under and by virtue of the laws of the Republic of
the Philippines and registered with the Philippine SEC on Navember 24, 2009. 8990 Leisure engages in
acquiring, purchasing, holding, managing, developing and selling land with or without buildings or
improvements for such consideration and in such manner or form as the company may determine of as the
law permits, erecting, constructing, altering, managing, operating, leasing in whole or in part, buildings and
tenements of the company or other Persons, engages in real estate consultation and management
including identifying, purchasing, conceptualizing, preparing master plans and layouts for land and building
developments, managing the properties of and advising clients, developing or executing plans, undertaking
project management and overseeing construction, except for management of funds, portfolios, securities
and other similar assets. 8990 Leisure owns certain parcels of {and used for the Company’s development

projects. 8390 Leisure’s principal office address is 2nd Floor PGMC Bldg., 76 Calbayog St. corner Libertad
5t., Mandaluyong City. .

Fog Horn

Fog Horn is a corporation duly organized and existing under and by virtue of the laws of the Repubiic of the
Philippines and registered with the Philippine SEC on fanuary 14, 2004. Fog Horn engages in acquiring by
purchase, lease, donation or otherwise, and own, using, improving, developing, subdividing, selling,
mortgaging, exchanging, leasing and holding 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. Fog Horn's registered principal office address is located at the 3™
Floor PGMC Bldg., 76 Calbayog St. corner Libertad St., Mandaluyong City.

Bankruptcy, Receivership and Similar Proceedings

To the best of its knowledge, the Company and its subsidiaries are not subject to any bankruptcy,
receivership and/or similar proceedings.
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Material reclassification, merger, consoclidation, or purchase or sale of a significant amount of assets not
in the ordinary course of business.

On May 15, 2012, IHoldings, Januarius, and Kwantlen purchased 79.5% of the outstanding capital stock of
the Company from certain stockhelders of the Company. In compliance with the Republic Act No. 8799,
also known as the Securities Regulation Code of the Philipine {SRC) and the Implementing Rules and
Regulation of the SRC, as amendead, {IRRs), a tender offer for all ather remaining shares of the Company
was conducted, the terms and conditions of which were disclosed through the Tender Offer Report dated
June 18, 2012. Follawing the lapse of the tender offer periad on July 19, 2012, during which no stackhalder
tendered any shares, a Final Tender Offer Report dated August 2, 2012 was filed with the Philippine SEC.

On May 29, 2012, prior to the closing of the sale referred ta above, the Company transferred ail of its assets
to IP Converge Data Services, Inc. {IPCDSI) and subsequently transferred all of its equity interest in IPCDS to
its parent company at the time, IP Ventures, Inc. (IPVI), and consequently became a shell company.

On July 25, 2012, pursuant to the sale transaction discussed in the immediately preceding paragraph, IPVI
and iIPVG Employees, Inc. (IEl) transferred a total of 136,400,000 shares of the Company to {Holdings,
Januarius and Kwantlen through the facilities of the PSE. As a result, IHoldings, Januarius and Kwantlen
acquired ownership, and control over 61.4% of the Company’s total outstanding capital stock. The

remaining 40,000,000 shares of the Company acquired pursuant to the sale were transferred through the
PSE immediately upon the lapse of the lock-up period applicable to said shares.

On May 6, 2013, the Company acquired all of the outstanding shares in the Subsidiaries from their
respective sharehalders under a Deed of Exchange dated May 6, 2013, as amended and supplemented on
June 8, 2013 and, in exchange, agreed to issue a total of 3,968,357,534 shares from the increase of the
Company’s authorized capital stock in favor of the Subsidiaries’ majority shareholders at the time.
Consequently, under a private placement transaction and to ensure continued compliance with Philippine
mirimum public ownership requirements of the PSE, the Company applied with the Philippine SEC to: 1]
increase its authorized capital stock to accommodate the foregoing issuance; [2] change the primary
purpose of the Company into a financial holding company; and (3]} change its corporate name to “8990
Holdings, Inc.”. The Philippine SEC approved the application for the foregoing on October 1,2013.

Business of issuer

Business segments of the 8990 Group are as follows:
* Construction of low-cost mass housing
* Construction of medium-rise condominium units
*  Construction of high-rise condominium units
* Issuance of timeshare
* Hotel operations

Construction of low-cost mass housing

Under brand name DECA Homes, The Company’s residential subdivisions are located in Cebu, Hioilo, Davao,
Pampanga and Cavite. This is the main business segment of the 8990 Group with widest reach and highest
revenue contribution. About eighty seven percent (87%) of revenues in 2013 were from low-cost mass

housing business segments. Refer ta Note 19 of the 2013 Audited Consolidated Financial Statements for
details.

The Company constructs three (3} types of housing unit namely:

1. Single-storey detached — a residential unit which is situated on its own or in a separate lot without
sharing any walls with another home or building

11



2. Single-storey attached — a single floor residential unit built in a row of four (4) or more units joined
by a common side walls

3. Townhouse — a two-storey residential unit built in a row of four {4) or more units joined by a
common side walls

Floor areas range from thirty five (35) square meters to one hundred twenty (120) square meters with

corresponding unit price range of five hundred fifty thousand pesos {PhP550,000) to one million two

hundred fifty thousand pesos {PhP1,250,000). Facilities include concrete roads, underground drainage

system, centralized water system, power system, cable and telephone lines, gated entrance with security

personnel, and perimeter fence. Amenities may include wakeboard park, swimming pool, baskethall court,
clubhouse/multipurpase hall, church, and commercial market.

Construction of medium-rise condominium units

The Company’s medium-rise building (MRB), building with four {4) to five (5) storeys, is marketed under
Urban DECA Homes brand, and with revenue contribution of about ten and a half percent {10.5%) in 2013.
The first MRB project, which is currently on-going as of writing, is located in Mandaue City, Cebu, Each MRB

unit has a floor area of twenty five (25) square meters with unit price between eight hundred thousand
pesos (PhP800,000) to one millioh two hundred fifty pesos (PhP1,250,000).

MRB facilities are concrete roads, sidewalks with curbs and gutters, underground drainage system,
centralized water system, power system, cable and telephone lines, gated entrance with security

personnel, and perimeter fence. On-site leisure amenities may include swimming pool, basketball court,
clubhouse/multipurpose hall and/or park.

Construction of high-rise condominium units

The Company has ventured into high-rise condominium projects under the brand Urban DECA Towers in
the highest density urban areas of Metro Manila. This concept involves the construction and sale of
condominium units that are half the size (approximately 13 sq. m.} of typical studio apartments. A unit
would have a bathroom and a combination sleeping/living/dining area suited for occupancy by a single
person or a couple. Each unit would cost around #875,000, which equates to initial monthly amortization

payments of araund $7,000 under the Company’s CTS Gold Convertible in-house financing product (with
typical 25-year term, 8.5% fixed annual interest rate subject to adjustment after fourth year). The lower
floors of the building would contain common areas {i.e. gym, living-room style lobby, function rooms, etc.)
and commercial shopping/dining areas. The buildings are intended be situated in dense urban

neighborhoods with easy access to major transportation routes/facilities and within easy distance of major
white-collar employment centers (i.e., central business districts).

Making use of the “Micro Living” concept, Urban DECA Towers is envisioned to provide weekday

accommedation for low- to mid-income commuters who typically have a two- to four-hour daily commute
and spend up to P5,000 each month in transportation costs traveling between their places of wark and
homes in the outlying neighborhoods of Metro Manila. Key to the success of this concept is the $7,000 per
month or lower amortization price point that has proven to work with the Company's low- to mid-income

customers, coupled with the savings in transportation time and costs that would accrue to the
condaminium unit buyers.

Issuance of timeshare

Current timeshare business of The Company pertains to a property in Baguio city named Azalea Residences
Baguio. Timeshare is considered a right to occupy a property such as a resort condominium or vacation
home during a maximum specified number of time periods per calendar year. The Company sold timeshare
which gives the buyer seven (7) nights perpetual right to occupy one (1) lodging type of Azalea Vacation
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Hotel. It also grants certain buyers the right to avail of the international exchange services offered by
affiliated companies through the Group’s Resorts Condominium International membership.

Timeshare classifications are based on the accommodation types offered by the vacation hotel ranging
from deluxe to 3-bedroom units. Pricing varies across different types of accommodation units.

Timeshare purchase does not result into any change in equity or ownership of the 8920 Group as the sale
does not grant the buyer any proprietary or voting right or residual interest in the 8990 Group,

Timeshare sales in 2014 contributed less than 1% of the total 8390 Group revenues, same with 2013’

s
about 1% revenue cantribution.

Hotel operation

The Company, being the owner of the unsold timeshares, used their right to occupy the unsold timeshares

in Azalea Residences Baguio by operating as traditional hotel. Hotel services include raom accommaodation,
banquet and events services, and restaurant operations. In 2014, hotel aperation contributed more than
1% of total revenues. Sixty seven percent (67%) of hotel revenues are from hotel accommaodations while

the remaining thirty three (33%) came from food and beverages sales. Hote! aperation of the 8990 Group is
a Board of Investments (BOI)-registered activity

Summary of Projects

The tables below summarize the status of the various com

pleted and ongoing projects the Company has
under its various Subsidiaries as of December 31, 2014:

List of Projects™
Units
Date Awvailable for
Project Name Lacation Type Date Started Completed Sale Units Sald
8990 Housing
Completed:
DECA Homes Danac 2 & 3 oo Cebu Horizantal ns 2009 22 322
DECA Homes Mactan 1.......covceeeooo Cebu Horizantal 2005 2008 679 679
DECA Hames Mactan 2....ueveeeeeeonrs o Cebuy Haorizontal 2006 2009 162 162
DECA Homes Mactan 3 Cebu Horizantal 2008 2011 473 471
DECA Homes Mactan 4 Cebu Horizantal 2009 2013 1,249 1,249
DECA Hames Mactan 5 Cabu Horizantal 2009 2013 1,200 1,200
DECA Hames Tunghaan Cebu Horizontal 2005 2009 382 382
DECA Homes Minglanilia Cebuy Horizontal 2003 2010 2,471 2,471
DECA Homes Commercial..........coroceeeeernn oo, Cebu Horizontal 2005 2009 26 26
Minglanilla Homes........ Cebu Harizantal 2010 2012 187 187
DECA Homes Davan ..o eeeeeene s e Davao Horizontal 2006 2012 1,538 1,538
DECA Hames Talisay 1 .....covivercereeneneee s Cebu Horizontal 2011 2012 1,039 1,039
DECA Hames Pavia Lo ceecersoioseensne e Haila Horizontal 2009 2013 976 976
Savannah Green Plains ..... Angeles Herizantal 1006 2013 2,697 2,697
DECA Hames Mandaue Prime ........ocoveoveeceoe..... Cebu Horizantal 008 2013 912 912
BON GIOMNG . cev et ccseceeceem e srassss s st eee e Lipa Horizontal 2010 2012 374 374
Completed Prajects Subtotal......................... 14,687 14,687
Ongolng:
DECA Homes Baywatk Talisay 2 ...........covevirinnn. Cebu Harizontal 2013 ongoing 281 420
DECA Homes Esperanza.........cvaniisinen.s Davao Horizontal 2009 ongoing 2,072 2,028
DECA Homes Resart Residences...........c.ov e Davao Horizantal 2007 angaing 6,798 5,962
DECA Homes Pawia D.......coumiseiieensceecemsssnsvsmnesss tloila Horizontal p1i5 K] ongoing 884 295
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Ongoing Projects Subtotal

14

16,635 8,705
8990 Housing Total 25,322 23,302
Fog Horn
Ongoing:
Urban DECA Homes Tipalo™.................. Cebu MR8 2012 ongoing 1,540 684
8990 Luzon
Ongaing:
DECA Clark Resort Residences..........eeecveon ., Angeles Harizontal 2012 ongoing 4,843 840
Bella Vista Cavite Horizantal 2013 ongoing 3,821 1,033
8990 Luzon Total 8,724 1,873
8990 Davao
Ongoing:
DECA Homes Indangan .............coerneonnsens Davao Horizantal 2013 ongoing 3,428 257
8990 Davao Tatal 3,428 297™
Total Houses and Lots 39.014 26,246
Notes;
(1) 8990 Mindonao and 8990 Leisure have bean axcluded Jrom this table because they are not yet in operation.
{2) Comprises 16 totol MRBs, of which nine have been completed as of Decamber 31, 2013,
(3) As of March 15, 2014. :
Pipeline Projects
Target
Project Lacation Type Start Date  Completion
LLIZON
1 Deca Homes Marseilles Imus, Cavite Econormic 2014 2015
2 Urban Deca Tower Edsa Edsa, Mandaluyong  High Rise 2014 2016
3 Urban Deca Homes Campville Muntinlupa Brgy. Cupang Muntinlupa MRB 2014 2016
4 DecaHomes Tanza Tanza, Cavite  Socialized 2015 2015
VISAYAS
5 Deca Homes Qur Lady of Guadalupe Guadalupe, Cebu £conomie 2014 2015
6 Urban Deca Homes Tisa Tisa, Cebu MRB 2014 2018
7 Deca Homes Pavia Resort Residences Ph 1 Pavia, lloilo Economic 2014 2019
MINDANAO
Deca Homes Resort Residences Phase 11 Brgy Tughok, Davao Economic 2015 2015
g9 Deca Homes Resort Residences Prime Brgy Tughok, Davao Economic 2015 2015
10 Deca Homes Catalunan Grande Catalunan Grande, Davao City Economic 2015 2016
11 Deca Homes indangan Ph3 & 4 Indangan, Davao City Economic 2015 2017



In-house Financing

The Company offers in-house financing to qualified borrowers wha purchase housing units through its CTS
Gold loan financing product. CTS Gold is divided in two (2) categories, namely:

* CTS Gold Convertible — CTS Gold Convertible carries a fixed rate of eight and a half percent (8.5%)
per annum and is intended for PAG-1BIG take-up. The eight and a half percent {8.5%) per annum
interest rate is fixed for the first four (4) years and is subject to re-pricing at the end of fourth year,
with the increase not to exceed three percent (3%) per annum. The interest rate re-pricing shall be
subject to review thereafter, taking into account factors such as inflation and the prevailing market
rates. in the event that PAG-IBIG take-up does not happen at the end of the fourth year, the
interest rate under the CTS Gold Convertible automatically increases to eleven and a half percent

{11.5%) per annum until maturity, The terms of CTS Gold Convertible generally match PAG-IBIG
requirements for similar loans.

* CTS Gold Straight — Under the CTS Gold Straight product, interest rate is eleven and a half percent
{11.5%]) per annum and is not intended for PAG-IBIG take-up.

As of December 31, 2013, the Company estimates that approximately ninety percent (90%) of its in-house
financing is under CTS Gold Convertible while the other ten percent (10%) is under CTS Gold Straight.

Loan approval for the Company’s in-house financing is based on capacity to pay. Anticipated amortization
should constitute no mare than forty percent (40%) of the applicant’s net disposable income during the
same period. To substantiate claims of income (after statutory deductions and personal loans), the
Company conducts a background investigation and examines other relevant documents such as certificate
of employment and compensation, pay slips, ather sources of income supported by bank account
statements, contract of employment for OFWs, proof of remittance and income tax returns. Should any
single individual applicant not meet this requirement, such applicant may add up to three {3) individuals
and apply as co-borrowers whose income is then measured on a combined basis,

Prospective homebuyers are required to attend three
as the Company, its products and various proj
housing unit from the Company,
etc.

(3) in-house seminars/lectures that cover topics such
ects, documentary requirements needed in purchasing a
manner of payment, repayment abligations, homeowners’ responsibilities,

The Company typically rolls out its projects in phases, approximately two hundred {200) units per phase for
horizontal housing projects.

For residential projects, the buyer is expected to pay approximately two percent (2%) of the purchase price
as down payment, either immediately or within two {2) months of signing.

Principal payment occurs through monthly amortizations over a maximum of twenty five (25) years. The

title is transferred to the buyer only after full payment of the equity and principal amounts are made to the
Company by either the buyer or by PAG-1BIG.

Liquidity Management
Financing Options

PAG-IBIG Transfer

The Company may enter into take-out arrangements with Pag-IBIG as needed, where it transfers its CTS
Gold Convertible receivables, typically within four years of the loan commencement period, subject to the
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Company’s requirements. in 2014, the Company was able to take out #1,777.3 million worth of receivables
from Pag-IBIG Fund. The acceptance or rejection of a CTS receivable by Pag-IBIG is based on certain
Buidelines such as employment, number of contributions made by the homeowner/Pag-1BIG member and
net disposable income, among other factors. As a result of the Company’s CTS Gold Convertible
requirements mirroring those of Pag-IBIG's, the Company estimates that substantially all of its historic
requests for take-outs have been accepted by Pag-IBIG. However, in the event that a material number of
take-up applications are delayed or even denied, the Company's cashflow and recognized revenues could
be materially affected. Moreover, the conversion into cash of the Company's CTS receivables as a result of
take-ups by Pag-IBIG also affects the Company's results of operations. As a greater amount of CTS

receivables are converted pursuant to the Company’s take-up arrangements, the Company's finance
income and receivables decrease while its cash balances correspondingly increase.

Other Receivables Management Options

In addition to its receivables take-up arrangements with institutions such as PAG-IBIG, the Company also
regularly adopts ather measures to manage its level of receivables from its housing sales, as well as to
generate cash necessary for operations. For example, from time to time, the Company enters into loan
arrangements with banks against its receivables portfolio as collateral. n addition, the Company also
intends to sell receivables to banks and other financial institutions on a non-recourse basis. The Company
has also hegun to explare possible securitization transactions with respect to its receivables portfolio. The
success of any of these receivable management measures, depending an the amaunt involved and terms

agreed, may affect the Company's results of operations in terms of its liquidity and the levels of its
receivable assets.

Credit and Collection

The Company has a eredit and collection team which is in charge of handling the amortization payments of
buyers. The team is responsible for the timely collection of payments, depositing of post-dated checks and
the eventual remittance of payments to the Company’s treasury group and undertaking remedial measures
for delinquent accounts. The Company has aiso developed a comprehensive collection platform comprising

policies, structures, systems, organizations and mechanisms focused on collection efficiency and the
mitigation of payment delinquency.

The Company’s credit and collection team is composed of forty six {(46) permanent employees organized
per area of operation. Of the forty six (46), six (6) are managers in charge of North Luzon, South Luzon,
Cebu, lloile, and Davao, while forty (40} are employees functioning as remittance officers, frontline
customer service officers and site collection officers. The team is supported by thirty (30) contractual
employees who serve as collection officers in the various projects nationwide. These collection officers
ensure enforcement of the Company's credit and collection policies. In addition, the services of five {5} law

firms have been retained hy the Company to handle the legal side of collection, including the sending of
demand letters, notices of cancellation and the eventual eviction of the delinquent borrower.

Submission of Check Payments

Potential homebuyers of the Company's housing units are required to submit twenty five (25} post-dated
checks. The first twenty four {24) checks are equivalent to the first twenty four (24) monthly amortization
payments, while the 25th check represents the outstanding principal balance as of the 25th month and
serves as an assurance that the borrower will again submit another twenty four (24} post-dated checks
{equivalent to the payments for 25th to 48th months) plus anather 25th check equivalent to the
outstanding principal balance as of the 45th month. This cycle is repeated unti! the loan is fully paid at the

end of the term. The excess of the twenty four {24) checks will be deposited if the borrower fails to submit
the next set of twenty five (25) checks.
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The Company imposes a FhP2,200 bank penalty fee and a PhP200 fee per bounced check as facilitation and

retrieval fee. Likewise, a fee of PhP200 is charged if the buyer replaces the check with cash paid directly to
the Company.

The Campany's estimated collection efficiency rates for the past six years are as follows:

Period Collection Efficiency Rate'”
20087 93.7%
2009® 94.6%
2010? : 92.6%
2011 93.2%
2012 93.8%
2013 93%
2014 93%
Notes;
1) Collection efficiency rate is calculated os amount collected out of current amaunt due.
(2) Prior ta 2011, the collection efficiency rates refer to rates Jor receivables managed on beholf of PAG-BIG,

In the Company’s experience, through remedial measures, approximately half of the defaulting accounts
usually become current again after a one to three (1 to 3} months payment lag, while the other half of the
defaulting accounts result in the cancellation of the CTS and remarketing of the property. The Company

was able to leverage on its experience and expertise in acting as PAG-IBIG’s collection agent prior to 2011 in
the formulation and execution of its credit and collection policies.

Collection Process in the Event of Default

RSN AT e ™
.
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Accounts are considered in default when the buyer fails to pay one (1) monthly amortization, while
payments are considered late if the buyer fails to pay his amortization on the due date. In 2012,
approximately four percent (4%) of all customers, out of the seven percent {7%) of all customers who were
in default, updated their accounts within the first three (3) months of default. In 2013, the Company
estimates its collection efficiency at 96.8%. Out of the 3.2% of all customers who were in default, 1.3% of all
customers became current within their first three (3) months of default and only approximately 2% of all
customers required eventual cancellation of accounts and eviction of buyers.

Marketing and Sales

Marketing

The Company believes it has an extensive marketing network. The Company's marketing and distribution
network consists of approximately two hundred thirty six {236) teams, with twenty eight {28) headed by
unit managers and two hundred eight (208) headed by licensed brokers and with a combined total of more
than three thousand (3,000) active agents. All of the unit managers and the agents under them are
exclusively contracted to the Company. Furthermore, all unit managers are accredited licensed realtors.
The Company’s commission structure and incentive schemes vary relative to the network’s affiliation and
sales structure. The Company’s marketing teams are compensated through commission fees and are
provided some administrative support by the Company. The Company trains its marketing teams monthly
on topics including new Company policies, product information and terms and conditions of sale.

As a marketing strategy, the Company’s sales and marketing teams regularly conduct presentations to
potential clients to inform them of the Company’s products. Mall exhibits have likewise provided the
Company with an effective platform to introduce its product offerings and get leads on prospective buyers.

Another strang source of sales relates to “repeat buyers,” in the form of family members of those who
already own a DECA Home unit.

Moreover, promotional discounts are also offered by the Company to attract buyers and increase their
interest. These include:

Cash Discounts. The Company gives discounts upon full payment of the required down payment

and is based on the total contract price of the house and_ lot package (which price ranges from
PhP450,000 to PhP1.25 million). Cash discounts are as follows:

Down Payment Fully Paid Within Cash Discount
7 DAYS e 3%
B0 DaYS ittt et eessass st st e 2%
BODAYS oot e et e 1%
90 DBYS oottt e sresens st st sssbns b e snaann, 0.5%

“LipatAgad.” Buyers are allowed to move-in to the property upon full payment of the required
down payment pending take-out of the loan with PAG-IRIG.

CTS Gold Sales Process

The CTS Gold product follows a rigorous process of credit verification for all potential buyers. The following
diagram illustrates the process under the CTS Gold product:

Pre. . Lot . Big-Unit . - Dotumentation . Reservation . Dacumentation . Turn-Over of
 Qualification " Verification Encoding - Approval Payment & Final Reviaw Unit to Buver

. Cenfirmation

* Pre-Quaiification — The buyer provides basic requirements such as valid identification, proof of

income {pay slips, certificate of employment and compensation, bank statements, income tax
return, etc.}, signed loan documents and campiete post-dated checks.
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* Lot Verification ~ The availability of the unit is verified.

BIS-Unit Encoding — A unit manager assigns and encodes the buyer's identification into its system to
avoid double reservation.

Documentation Approval — A documentation manager submits the buyer's information folder to a
documentation account officer. The aceount officer verifies and screens the documents provided
by the borrower. Physical appearance of the buyer is required to verify accuracy of all infarmation

provided. Incomplete documentation folders are sent back to the docu

mentation manager for re-
evaluation.

Reservation Payment and Confirmation — Reservation payment is paid for by the buyer and
documented by an account officer.

Documentation Final Review ~ The documents are sent to a dacu

mentation manager for final
review,

* Turn-Over of Unit to Buyer — Take-out occurs only when construction of the unit is complete and
the buyer accepts the unit. Attendance to a buyer orientation is required which will cover
documentation, credit and legal obligation, construction and technical discussion.

Suppliers

All of the raw materials used by the Company were sourced from domestic Philippine suppliers. Suppliers
are chosen based on a number of criteria, including the quality of the raw materials supplied, stahility of
supply in the past, delivery time, pricing of the raw materials as well as the financial and industrial strength

of the supplier. The Company’s sourcing strategy is to deal with reliable suppliers at the best available
price, to prefer national over local suppliers, and to encourage on-time delivery.

The Company maintains relationships with over two hundred (200) suppliers. For the year ended December
31, 2014, the Company's five {S) fargest raw materials suppliers in aggregate accounted for approximately
forty (40%) of the Company's total amount of purchases.

Customers

The Company mainly focuses on serving the needs of the mass housing market. Specifically, the Company
targets {a) the upper-end of the lower class segment of saciety and (b) the lower-end of the middle class
segment of society. The Company’s target market primarily consists of buyers who are gainfully employed
{such as government employees, business processing operations (BPO) employees, manufacturing workers,
etc.}, which account for approximately ninety three (93%) of the Company’s horizontal unit buyers, and the
self-employed {i.e., tending to their own businesses), which accounts for the remaining seven percent (7%),
as of year-end 2013. Fifty one (51%) of the horizontal unit buyers have monthly gross income above
PhP5,000.00; twenty eight percent (28%) have monthly gross income from PhP16,000-PhP25,000, while
twenty percent (20%) have monthly grass income of PhP8,000 to PhP15,000. For thase who have lower
monthly graoss income, other income is sourced from employed members of the family living with them or
supplementary income from informal businesses. The Company likewise caters to OFWSs, which, far many

years, have played an important rale in keeping the Philippine economy aflaat through their remittances
that help fuel consumption, specifically real-estate purchases.
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The following table summarizes the Company's customer demographics as of December 31, 2014:

Houses Medium Rise Bullding
Employment Category
Retail and Services............. . 35% 47%
Business Process Outsoureing/IT..........coeevevoereernnnn. 13% 15%
Overseas Filipino Worker {Land Based) 4% 18%
Government Employees ............. S . 4% 4%
Self-employed............. 3% 3%
Remittance ........, 5% 3%
ManUFAESAING oeoceie et sses 2% 2%
Se | FOT [T, - 13% 6%
Banking ..........vimcimscnienenens oo 2% 1%
Gross Income (per month)
FRO00 to PL5000 ...t 10% 5%
16,000 to #25,000 24% 16%
Abave #25,000 6% 79%
Civll Status
Single 44% 56%
Married 54% 43%
Others 2% 2%
Age
25200 BRIOW ...t seees 7% 9%
26ta 35 yearsold ... . 5% 40%
36tn 45 yearsold ... 31% 33%
46to S5yearsald ... 10% 15%
Above 55 years dld et 2% 4%

Customer Service and Warranties

The Company believes it is important to ensure that quality service is afforded to homebuyers throughout
and after the relevant sales period. Customer service employees oversee pre-delivery quality control
inspections and respond to post-delivery customer needs. The Company responds to customer requests
during the construction phase and coordinates the legal requirements that customers must comply with
when making a purchase, including signing deeds, obtaining permits, and securing funding.

Under the terms of the Company’s CTS contracts, buyers may seek repairs for patent {i.e., observable)

defects in new homes prior ta their acceptance of the residential unit. If

the defect is latent {i.e., non-
observahle),

customers may seek repairs within one (1) year from the date the housing unit was turned
over to them for occupaney,

In addition to the foregoing contractual warranties, the Company may be subject to additional liabilities

arising from construction defects under Philippine law. However, the Company has historically spent
immaterial amounts on claims from customers for construction or other defects.

Competition

The Company helieves it does not have significant direct competition from national {i.e. Metro Manila-
based) real-estate developers for low cost housing prajects within its price range (i.e. PhP450,000 to
PhP1.25 million per hausing unit). Although competitars with nationwide scope, such as Amaia Land
Corporation, a subsidiary of Ayala Land, Inc; Century Limitless Corporation, a subsidiary of Century
Properties Group, Inc.; Filinvest Land, Inc., under the “Futura Homes" brand; Suntrust Properties, Inc., a
subsidiary of Megaworld Corporation; Robinsons Land Corporation, under the “Robinsons Communities”
brand; Summerhills Home Development Corporation, a subsidiary of SM Prime Holdings, Inc.; and Vista
Land, under the “Camella Homes” brand, do undertake affordable heusing projects, they do so at a higher
price range {i.e. PhP1.5 million and up), which is a different market from that of the Company’s.

The Company has direct competitors at the local/regional level that sell housing units within its PhP450,000
to PhP1.25 million price range. These include: Johndorf and ProHomes in Cebu; Foothills Development
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Corporation and HLC Development Corporation in Davao; ProFriends, lon Realty, Happy Homes and San
Raphael Realty in Hailo; Hausland, Fiesta Communities and El Valerio Realty in Pampanga; and ProFriends,
Homemark Development, Picar Development, Rudex, Masaito and New APEC in Cavite.

Employees

As of the date of this report, the Company has a total of two hundred eighty five (285) employees. This is
broken down as follows:

Number of
Function Employees
Managers .......cocvemernnens 62
ALCOUNTNE STAlT ...t et st s e 34
Conversion Staff ... 16
Credit & Collection Staff... 40
Documentation SEaff ... . rieousise e reesest s 44
Human Resources/Administrative Assistant 3B
Management Infarmation Systems Staff 8
Planning/Engineering Staff 23
Water Services Staff ......cooonveeecirnirnne 20
Total 285

Furthermare, to date, there is no existing collective bargaining agreement between the Company and its
employees, and the Company's employees are not part of any labor union. The Company has not
experienced any disruptive abor disputes, strikes or threats of strikes, and management believes that the
Company's relationship with its employee in general is satisfactory. The Company complies with minimum
compensation and benefits standards as well as all other applicable labor and employment regulations.

intellectual Property

The Company is in the process of registering “DECA Homes”, “Urban DECA Homes” and “Urban DECA
Towers” as brand names with the Intellectual Property Office. These trademarks are important in the
aggregate because name recognition and exclusivity of use are contributing factors to the success of the
Company’s and its Subsidiaries’ property developments. In the Philippines, certificates of registration of a
trademark filed with the Philippine Intellectual Property Office prior to the effective date of the Philippine
intellectual Property Code in 1998 are generally effective for a period of 20 years from the date of the

certificate, while those filed after the Philippine Intellectual Property Code hecame effective are generally
effective for a shorter period of 10 years, unless terminated earlier,

Health, Safety and Environment

The Company regards occupational health and safety as one of its most important corporate and social

responsibilities and it is the Company’s corporate poticy to comply with existing environmental laws and
regulations. The Company maintains various environmental protection systems and conducts regular
trainings on environment, health and safety.

Insurance

The Company has insurance coverage that is required in the Philippines for real and personal property,
Subject to the customary deductibles and exclusions, the Company carries all-risks insurance during the
project construction stage. The Company alsa requires all of its purchasers to carry fire insurance and sales
redemption insurance, for which it pays the annual premium upfront to the insurer and charges purchasers
on a monthly basis. For its vertical projects, the Company requires its general contractors to carry all-risks

insurance for the period of building construction. The Company does not carry business interruption
insurance.
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Risks Relating to the Cqmﬂanies Business

All of the Company's business activities are conducted in the Philippines, which exposes the Company to
risks associated with the Philippines, including the performance of the Philippine economy.

Historically, the Company has derived primarily all of its revenue from the sale of real estate assets in the
Philippines and its business is highly dependent on the state of the Philippine economy. Demand for, and
prevailing prices of real estate assets are directly related to the strength of the Philippine economy
(including overall growth levels and interest rates), the overall levels of business activity in the Philippines,
the overall employment levels in the Philippines and the amount of remittances received from OFs.
Historically, the Philippines has periodically experienced economic downturns. For example, the general
siowdown of the global economy in 2008 and 2009 had a negative effect on the Philippine economy, which
in turn had a negative effect on the Philippine property market as property sales declined.

There is no assurance that there will not be a recurrence of an economic slawdown in the Philippines.
Factors that may adversely affect the Philippine economy include:

decreases in business, industrial, manufacturing or financial activity in the Philippines ot in the
global market;

decreases in the amount of remittances received from OFs;

decreases in or-changes in consumption habits in the Philippines;

* decreases in property values;

scarcity of credit or other financing, resulting in fower demand for products and services provided
by companies in the Philippines ar in the global market;

* the sovereign credit ratings of the Philippines;

* exchange rate fluctuations;

a prolonged period of inflation or increase in interest rates;

changes in the Gavernment's taxation policies;

natural disasters, including typhoons, earthquakes, fires, floods and simitar events:

political instability, terrorism or military conflict in the Philippines, other countries in the region or
globally; and

other regulatory, political or economic developments in or affecting the Philippines.

There is a degree of uncertainty regarding the economic and political situation in the Philippines. This
uncertainty could have adverse effects on the revenues from the Company's business.

Servicing the mass housing segment of the real estate industry allows the Company to mitigate the risk of
demand fluctuation brought about by country-specific risks, being it a needs market and not investment
nor speculative in nature. The huge housing backlog as projected by HLURB is a strong indicator that the
demand for mass housing unit will continue to be underserved in the short to medium term. Further, the
expertise of the management team in dealing with the mass market segment enables them to create an

overall package, “build-sell-finance” scheme, to assure that their target market will be able to afford the
housing units and realize the projected demand.
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The Company is exposed to risks associated with its in-house financing activities, including the risk of
customer default, and it may not be able to sustain its in-house financing program.

The Company provides a substantial amount of in-house financing to its customers via its CTS Gold
program. As a result, and particularly during periods when the unemployment rate rises or when the
overall level of overseas remittances decline, the Company faces the risk that a greater number of
customers who utilize the Company's in-house financing facilities will default on their payment obligations,
which would require the Company to incur expenses such as those relating to sales cancellations and
eviction of accupants, additional expenses caused by delinquent accaunts, a disruption in cash inflows, risk
of holding additional inventory in its balance sheets and reduced finance income.

In addition, in instances where various customer receivables have been given as caollateral for the
Company’s financing arrangements with banks or in instances where sales of receivables are made with
recourse to the Company, a default in these receivables would require the Company to either pay down the
corresponding balance on the loan, or replace the defaulting receivable with another from its portfolio.
There can be no guarantee that the Company will not be asked to pay cash for these defaulting obligations
in the future. In such an event, the defaulting receivable would aiso be assigned back to the Company, and
there can also be no guarantee that the Company will he able ta resell the mass hausing unit underlying the
receivable easily or at all. If the number of and amount involved in any defaults are significant, the
Company's financial position and liquidity may be adversely affected.

Furthermore, the Company's current financing arrangements with banks with respect to CTS Gold loans
have a tenor of two (2) years. If this timeframe expires and the corresponding loan is not taken up by PAG-
IBIG, the Company may need to: [1] pay down the balance on the loan; or [2] arrange for extensions to the
loan; or {3] finance the loan from another source. There can also be no guarantee that the Company will be
able to arrange for replacement financing easily or at all. If the number of and amount involved in the loans

not taken up by PAG-IBIG prior to the expiration of two {2} years are significant, the Company’s financial
position and liquidity may be adversely affected.

Moreover, ather cheaper financing options may become available and if customers choose to obtain
financing from other sources, such as banks and other financial institutions, this would result in a decline in
the income the Company derives from interest due on in-hause financing. The inability of the Company to

sustain its in-hause financing activities could have a material adverse effect on the Company’s business,
financial condition and results of operations.

The Company makes it a point to turn over the housing unit to the buyer as soon as the unit is finished and
the minimal required equity is paid in order to create a sense of ownership. This has been proven effective
in avoiding defaults. In fact, in both 2012 and 2013, installiment contract receivables on past due status are
below one percent (1%}, See Note 4 of the 2013 Audited Consolidated Financial Statements,

The Company will be in a better position in cases where cheap financing options would be available to the
buyers as this will inmediately resuft to cash payments rather than long term receivables, hence, will be
able to have readily available funds to huild new inventories for sale, and would not need to avail of any
external financing be it from creditors or equity holders. interest income from CTS Gold Financing in 2013

as a percentage of overall revenues of the Company stands at less than ten percent (10%), thus, will not
hurt the overall income of the Company.

The Company’s liquidity and financial results are affected by PAG-IBIG's willingness to process loan take-
ups and the expediency by which PAG-IBIG processes these take-ups.

Under its business and operating madel, the Company typically pravides in-house financing ta its customers
via its CT5 Gold financing team upaon the initial purchase of a potential home. From time to time, the

Company requires the prospective purchaser to apply with PAG-IBIG for take-up of the loan ohligation.
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Should PAG-IBIG grant the prospective buyer's application, PAG-1BIG would then grant a home loan to the
prospective buyer, who in turn would use the loan to pay the purchase price of the mass housing unit to
the Company. However, due to the number of applications pending with PAG-IBIG at any one time, there
are often delays in the processing of these loan take-ups. Furthermore, PAG-IBIG may also deny loans far
various reasons, such as incomplete documents, among others. In addition, other factors, such as review of
titles by banks that purchase receivables from the Company, may also delay the financing process.
Depending on the degree of any such delays or denials, and the amounts of the loans and number of
customers involved, these could have a material adverse effect on the Caompany’s liquidity because the
loans would be retained on the Company’s books as receivables and delay its cashflow. Moreover, in the
event that PAG-IBIG completely ceases the take-up of these loans, the Company would have to keep these
loans for a significant portion of time and may encounter difficulty in selling these loans to other financial

institutions. Any of these events may have a material adverse effect on the Company’s financial condition
and results of operations.

The Company has put in place a team dedicated to process loan take auts from PAG-IBIG to be able to turn
around the receivables from the buyers at the least possible time, and arrest possible liquidity problems.

Credit evaluation of the Company also matches that of PAG-IBIG to further minimize the instances of
rejected loan take outs.

The Company is currently in the process of updating its accounting systems and other internal controls.

As an organization which recently underwent a corporate reorganization and that is now subject to the
reporting requirements for listed companies, the Company is currently updating and streamlining its overall
operational systems and controls. Notably, the Company is implementing upgrades to its management
information systems and processes with respect to accounting controls, documentation and internal
reporting. As such, the Company may experience difficulties in the implementation of these new systems
and processes organization-wide, and may not be able to effectively integrate these upgrades and new
systems across its Subsidiaries. In addition, there can be no assurance that the implementation of these
system upgrades will praduce the desired improvements in timeliness and quality of the Company's
reporting and internal controls. Any failure of the Company to praperly upgrade and implement these
systems, or to effectively integrate these changes across the entire organization, may not produce the
desired efficiencies or may result in imprecise reporting of the Campany’s accounts and results, which may
in turn have a material adverse effect on its results of operation and financial condition.

The Company entered into a service agreement with BPO International (BPOI) to handle its bookkeeping
requirements including preparation of financial reports such as balance sheets, Income Statement and
Statement of Cashflow, and conduct bank reconciliation on a regular basis. This move allows the Company
to produce accurate and reliable financial reports as the team is dedicatedly engaged to do so. Moreover,
the prepared financial reports by BPOI will be reviewed by the Company's accounting group prior
finalization. Despite the involvement of BPOI in the Company's financial reporting, internal finance and
accounting group manpowaer is retained, if not beefed up, to be able to successfully handle growing volume
of financial transactions brought about by the exponential growth of the business.

The real estate industry in the Philippines is capital intensive, and the Company may be unable to readily
raise necessary amounts of funding to acquire new land or complete existing projects.

The real estate industry in the Philippines is capital intensive, and market players are required to incur
significant expenditures to acquire land for development, complete existing projects and commence
construction on new developments. in 2012, the Company spent PhP397 million for land banking of its real

estate development projects while in 2013, the Company spent PhP1,185 million for land banking
purposas,
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Historically, the Company has funded a significant portion of its capital expenditure requirements as well as
steady growth from external sources of financing; however, it may also fund such requirements through
other means, such as equity sales, among others, in the future. There can be no assurance that, to
complete its planned projects or satisfy its other liquidity and capital resources requirements, the Company
will be able to obtain sufficient funds at acceptable rates to fund its capital expenditure requirements, or
that it will not issue Common Shares that may cause dilution, or that it will be able to obtain sufficient
funds at all. Failure to obtain the requisite funds could delay or prevent acquisition of land for or

completion of projects and materially and adversely affect the Company’s business, financial condition and
results of operations.

The Company mainly relies on the following sources of liquidity: [1] cash flow from operations, [2] cash
generated from the sale or transfer of receivables to private financial institutions such as banks or to
government housing related institutions such as the Home Development Mutual Fund (“PAG-181G”), and [3]
financing lines provided by banks. The Company knows of no demands, commitments, events, or
Uncertainties that are reasonably likely to result in a material increase or decrease in liquidity, The
Company is current on alf of its loan accounts, and has not had any issues with banks to date. The Company

does not anticipate having any cash flow or liquidity problems over the next twelve {12) months. The
Company is not in breach or default on any loan or other form of indebtedness.

The Company expects to meet its aperating assets and liabilities, capital expenditure, dividend payment
and investment requirements for the next twelve (12) manths primarily from its operating cash flows,
borrowings and proceeds of the shares issuance. It may also from time to time seek other sources of

funding, which may include debt or equity financings, depending on its finanding needs and market
conditions.

A portion of demand for the Company's products is Jrom OFs, which exposes the Company to risks

relating to the performance of the economies of the countries where these potential customers are
located.

Sales to OFs, including OFWs and Filipino expatriates, generate a portion of the demand for the Company's
housing and land development projects. A number of factors could lead to, among other effects, reduced

remittances from OFWs, a reduction in the number of OFs or a reduction in the purchasing power of OFs,
These include:

an appreciation of the Philippine peso, which would result in decreased value of the other
currencies transmitted by OFs;

a downturn in the economic performance of the countries and regions where a significant number
of these potential customers are located, such as the United States, ltaly, the United Kingdom,
Singapore, Hong Kong, Japan and the Middle East;

a change ih Government regulations that currently exempt the income of OFWs fram taxation in
the Philippines;

the imposition of restrictions by the Government on the deployment of OFWs to particular
countries or regions, such as the Middle East; and

restrictions imposed by other countries on the entry or the continued employment of foreign
workers.

As an example, the Company helieves that the global economic downturn of 2008 resulted in OFW
remittances tending to be used far basic family expenses or savings and bank deposits rather than for

investing in or purchasing real estate. In addition, recent turmoil in the Middle Fast and North Africa have
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resulted in OFs being repatriated from these regions and losing their steady sources of income. Any of
these events could adversely affect demand for the Company's projects from OFs, which could have a
material adverse effect on the Company's business, financial condition and results of opetations.

Although about twenty percent (20%) of the Company’s existing clients are OFs, land and sea based
combined, the Company assures that credit capacity of OF buyers are established by subjecting these
buyers to the strict credit parameters mirroring PAG-IBIG Fund. The Company also encourages inclusion of

co-borrower for every OF purchase in order to minimize, if not tatally avoid, risk brought about by the
exposure to OFs.

The Company’s focus on residential housing and land development exposes it to sector-specific risks,
including competition in the Philippine residential real estate industry.

The housing market involves significant risks distinct from those involved in the ownership and operation of
established properties, including the risk that the Company may invest significant time and money in a
project that may not attract sufficient levels of demand in terms of anticipated sales and which may not be
tommercially viable. The Company's results of operations are therefore dependent, and are expected ta
continue to be dependent, on the contirued success of its residential and land development projects.

Additionally, the Philippine residential real estate industry is highly competitive. The Company’s income
from, and market values of, its real estate projects are largely dependent on these projects’ popularity
when compared to similar types of projects in their areas, as well as on the ability of the Company to
correctly gauge the market for its projects. Important factors that could affect the Company’s ability to
effectively compete include a project’s relative location versus that of its competitors, particularly to
transportation facilities and commercial centers, the quality of the housing and related facilities offered by
the Company, price and payment terms of the project, available financing for the project and the overall
attractiveness of the project. The time and costs involved in completing the development and construction
of residential projects can be affected by many factors, including shortages of materials, equipment and
labor, adverse weather conditions, natural disasters, tabor disputes with contractors and subcontractors,
and the occurrence of other unforeseeable circumstances. Any of these factors could result in project
delays and cast overruns, which could negatively affect the Company’s margins. Moreover, failure by the
Company tc complete construction of a project to its planned specification or schedule may result in
cantractual liabilities to purchasers and lower returns, all of which could have a material adverse effect on
the Company’s business, financial condition and results of operations.

The Company believes that it is one of the few developers dedicated to serve the housing needs of the - -

mass housing segment throughout the Phifippines, with most of its direct competitors being smaller
regional developers with limited geographical coverage. This has allowed the Company to build significant

nationwide brand equity for its DECA Homes and Urban DECA Homes brands across its target market and
also achieve economies of scale from its operatians.

Competition for the acquisition of lund for new projects and risks relating to the management of its land
bank, including fluctuations in demand and prices, may adversely affect the Company’s business.

The Company's future growth and development are dependent, in part, on its ability to acquire additional
tracts of land suitable for the Company's future real estate projects. When the Company attempts to locate
sites for development, it may experience difficulty locating parcels of land of suitable size in locations and
at prices acceptable to the Company, particularly parcels of land located in areas surrounding Metro Manila
and in other urban areas throughout the Philippines. In the event the Company is unable to acquire suitable
land at prices and in locations that could translate into reasonable returns, or at all, its growth prospects
could be limited and its business and results of operations could be adversely affected.
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In addition, the risks inherent in purchasing and developing land increase as consumer demand for
residential real estate decreases. The market value of land, subdivision lots and housing inventories can
fluctuate significantly as a result of changing market conditions. There can be no assurance that the
measures the Company employs to manage land inventory risks will be successful. In the event of
significant changes in economic, political, security or market conditions, the Company may have to sell
subdivision lots and housing and condominium units at significantly lower margins or at a loss, Changes in
economic or market conditions may also require the Company to defer the commencement of housing and
tand development projects. Any of the foregoing events would have a material adverse effect on the
Company’s business, financial condition and results of operations.

The Company, at the end of 2014, has significant Jand held for future development with aggregate value of
PhP7,320.8 million. This has been a ninety four percent (94%) increase from the land banking amount of
PhP3,784.7 million in 2013. The Company believes that this land held for future development is enough to

satisfy the needs for four (4) to five {5} years. The Company intends to continue to look for land in various
parts of the Philippines for future development.

There can be no assurance that the Company will not suffer from substantial sales cancellations. The
Company faces certain risks related to the cancellation of sales involving its residential projects and, if

the Company were to experience a material number of sales cancellations, the Company's historical
revenue would be overstated.

As a developer and seller of residential real estate, the Company's businass, financial condition and results

of operations could be adversely affected in the event a material number of horizontal subdivision, MRB
unit or high-rise unit sales are cancelled.

The Company is subject to Republic Act No. 6552 (the "Maceda Law"), which applies to all transactions or
contracts involving the sale or financing of real estate through installment payments, including residential
condominium units. Under the Maceda Law, buyers who have paid at least two years of installments are
granted a grace period of one month for every year of paid installments to cure any payment defauit. If the
contract is cancelled by the Company, the buyer is entitled to receive a refund of at least 50% of the total
payments made by the buyer, with an additional 5% per annum in cases where at least five years of
installments have been paid {but with the total not ta exceed 90% of the total payments). Buyers who have
paid less than two years of installments and who default on installment payments are given a 60-day grace
period to pay all unpaid instaliments before the sale can be cancelled, but withaut right of refund.

While the Company historically has not experienced a material number of cancellations to which the
Maceda Law has applied, there can be no assurance that it will not experience a material numher of
cancellations in the future, particularly during slowdowns or downturns in the Philippine economy. in the
event the Company does experience a material number of cancellations, it may not have enough funds on
hand to pay the necessary cash refunds to buyers or it may have to incur indebtedness in order to pay such
cash refunds. The Company may alsa experience losses relating to these cancellations. In addition,
particularly during an econamie slowdown or downturn, there can be no assurance that the Company
would be able to re-sell the same property or re-sell it at an acceptable price. Any of the foregoing events

would have a material adverse effect on the Company’s business, financial condition and results of
operations.

Understanding the needs of the market is the key to avoid sales cancellations. Providing the buyers with
affordable package under the “build-sell-finance” scheme minimizes the chances of cancellations. Credit

checking prior to actual sale is conducted, thus, further, lowering the likelihoad of cancellations and the
exposure to obligations under the Maceda Law.
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Titles over land owned by the Company may be contested by third parties.

While the Philippines has adopted a system of land registration that is intended to conclusively confirm
land ownership and is binding on all persons (including the Gavernment), it is not uncommon for third
parties to claim awnership of land that has already been registered and over which a title has been issued.
There have also been cases where third parties have produced false or forged title certificates aver land.
The Company has accasionally had to defend itself against third parties who claim to he the rightful owners
of land that has been either titled in the name of the persons selling the land to the Company or that has
already been titled in the name of the Company. in the event a greater number of third-party claims are
brought against the Company or any such claims involves land that is material to the Company’s housing
and land development projects, the Company's management may be required to devote significant time
and incur significant costs in defending the Company against such claims. In addition, if any such claims are
successful, the Company may have to either incur additional costs to settle such third-party claims ar
surrender title to land that may be material in the context of the Company’s housing and land development
projects. Any of the foregoing circumstances could have a material adverse effect on the Company's
business, financial condition and results of operations, as well as on its business reputation.

The Company makes sure that prior ta land acquisition, market and feasibility studies are conducted, and

all related documents have been checked. Complete documentation is also practiced upon actual purchase
of the land.

The Company faces risks relating to project cost and completion.
Construction of property projects may take as long as a year or longer hefore generating positive net cash
flow through sales. As a result, the Company’s cash flows and results of operations may be significantly

affected by its project development schedules and any changes to those schedules. Other factors that could

adversely affect the time and the costs involved in completing the development and construction of the
Company'’s projacts include:

natural catastrophes and adverse weather conditions;

changes in market conditions, economic downturns, unemployment rate, and decreases in business
and consumer sentiment in general;

delays in obtaining government approvals and permits;
changes in laws or in Government priorities;

relocation of existing residents and/or demolition of existing constructions;
shortages of materials, equipment, contractors and skilled labor;

labor disputes with contractars and subcontractors;

* construction accidents;

errors in judgment on the selection and acquisition criteria for potential sites:
* lack of familiarity with high-rise projects; and

* other unforeseen problems or circumstances.

Any of these factors could result in project delays and cost overruns, which may harm the Company’s
reputation as a property developer or lead to cost overruns or loss of or delay in recognizing revenues and
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lower margins. This may also result in sales and resulting profits from a particular development not being
recognized in the year in which it was ariginally expected to be recognized, which could adversely affect the
Company's results of operations for that year. Furthermore, the failure by the Company to complete
construction of a project to its planned specifications or schedule may result in contractual liabilities to
purchasers and lower returns. The Company cannot provide any assurance that it will not experience any

significant delays in completion or delivery of its projects in the future or that it will not be subject to any
liabilities for any such detays.

The pre-cast technology allows the Company to complete townhouses and single-storey attached units in
just eight (8) to ten (10) days, with an additionai five (S) days for single-storey houses with lofts. The use of

this pracess allows the Company to realize significant cost savings and enables it to turn over units to its
customers in a fast and efficient way.

The Company’s reputation will be adversely affected if projects are not completed on time or if projects
do not meet customers’ requirements.

If any of the Company’s projects experience construction or infrastructure failures, design flaws, significant
project delays, quality control issues or otherwise, this could have a negative effect on the Company’s
reputation and make it more difficult to attract new customers to its new and existing housing and tand
development projects. Any negative effect on the Company’s reputation or its brand could also affect the
Company’s ability to sell its housing and land development projects. This would impair the Company's
ability to reduce its inventory and working capital requirements. The Company cannot provide any

assurance that such events will not occur in a manner that wauld adversely affect its results of operations
or financial condition.

Projects of the Company have dedicated project managers, who assure that regular monitoring and quality
control are in place. The project managers also make sure that the projects live up to the DECA Hommes and

Urban DECA Homes brands. The Company also provides warranties to housing unit purchasers as provided
for in the relevant Contract to Sell between purchaser and the Company.

Independent contractors may not always be available, and once hired by the Company, may not be able
to meet the Company’s quality standards or to complete projects on time and within budget.

The Company relies on independent contractors to provide various services, including land clearing,
infrastructure develapment and various construction projects. In particular, the Company relies mainly on
the Lasvazmun and Conmax groups of companies to complete the construction for substantiaily all of its
projects. Should either of the contractors mentioned above become unable to perform with respect to
their contracted scope of work, there can be no assurance that the Company will be able to find or engage
an independent contractor for any particular project or find a contractor that is willing to undertake a

particular project within the Company's budget and schedule, which could result in costs increases or
project delays.

Furthermore, although the Company's personnel actively supervise the work of such independeant
contractors, there can be no assurance that the services rendered by any of its independent contractors
will always be satisfactory or mateh the Company’s requirements for quality and timing. Contractors may
also experience financial or other difficulties up to insolvency, and shortages or increases in the price of
construction materials or labor may accur, any of which could delay the completion or increase the cost of
certain housing and land development projects, and the Company may incur additional costs as a result

thereof. Any of these factors could have a material adverse effect on the Company's husiness, financial
condition and results of operations.
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Lasvazmun and Conmaz groups of companies are exclusive contractors of the Company for its mass housing
projects. These contractors have been partners with the Company since it started. Quality of work and
reliability of the said contractors have been tested by the Company through time.

The Company uses third-party brokers to sell a significant portion of Its residential housing and land
development projects.

The Company uses third-party brokers to market and sell all of its residential housing and land
development projects to potential customers. If these brokers do not meet their reguisite sales targets, the
Company’s business, financial condition and results of operations could be adversely affected. Moreover,
there is competition for the services of third-party brokers in the Philippines and many of the Company’s
competitors may attempt to recruit brokers away from the Company. if a large number of these third-party
brokers were to cease selling for the Company, the Company would be required to seek other external
brokers, and there can be no assurance that the Company could do so quickly or in sufficient numbers.
Also, negative publicity on the Company’s exclusive third-party brokers may spill over and have a negative
effect on the Company’s reputation. Furthermore, with the passage of R.A. No. 9645 or The Real Estate
Service Act of the Philippines and its implementing ruies, more stringent requirements are now being
imposed with respect to the practice of real estate service, as well as the qualifications and licensing of real
estate service practitioners. There can be no assurance that the imposition of these requirements will not
affect the real estate service practice of the Company, or its ability to retain their existing third-party

brokers or identify new third party brokers. These factors could disrupt the Company’s business and
negatively affect its financial condition, resuits of operations and prospects.

All of the unit managers and the agents are exclusively contracted to the Company. Furthermore, all unit
managers are accredited licensed realtors. The Company’s commission structure and incentive schemes
vary relative to the network’'s affiliation and sales structure. The Company’s marketing teams are
compensated through commission fees and are provided some administrative support by the Company.

The Company trains its marketing teams monthly on topics including new Company policies, product
information and terms and conditions of sale.

The Company operates in a highly-regulated environment and It is affected by the development and
application of regulations in the Philippines.

The Philippines’ housing market is highly regulated. The development of subdivision and other residential
projects is subject to a wide range of government regulations, which, while varying from one locality to
another, typically include zoning considerations as well as the requirement to procure a variety of
environmental and construction-retated permits. in addition, projects that are to be located on agricultural
land must get clearance from the Philippine Department of Agrarian Reform ("DAR") so that the land can be

re-classified as non-agricultura! land and, in certain cases, tenants occupying agricultural land may have to
be relocated at the Company’s expense. '

Presidential Decree No. 957, as amended, ("PD 957"} and BP 220 are the principal statutes which regulate
the development and sale of real property as part of a condominium project or subdivision. PD 957 and BP
220 cover subdivision projects for residential, commercial, industrial or recreational purposes and
condominium projects for residential or commercial purposes. The HLURB is the administrative agency of

the Government which enforces these statutes. Regulations applicable to the Company’s operations
include standards regarding:

» the suitability of the site;
* road access;

* necessary community facilities;
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*  open spaces;

*  water supply;

* sewage disposal systems;

* electricity supply;

* lot sizes;

* the length of the housing blocks; and

* house construction.

All subdivision development plans are required to be filed with and approved by the local government unit
with jurisdiction over the area where the project is located. Approval of development plans is conditioned
on, among other things, completion of the acquisition of the project site and the developer’s financial,
technical and administrative capabilities and donation of roadways to and other easements in favor of the
relevant government agencies. Alterations of approved plans that affect significant areas of the project,
such as infrastructure and public facilities, also require the prior approval of the relevant government unit.
There can be no assurance that the Company, its Subsidiaries or associates or partners will be able to
obtain governmental approvals for its projects or that when given, such approvals will not be revoked.

In addition, owners of or dealers in real estate projects are required to obtain licenses to sell before making
sales or other dispasitions of subdivision lots and housing and condominium units. Project permits and any
license to sell may be suspended, cancelled or revoked by the HLURB based on its own findings or upon
complaint from an interested party and there can be no assurance that the Company, its Subsidiaries,
associates or partners will in all circumstances, receive the requisite approvals, permits or licenses or that
such permits, approvals or ficenses will not be cancelled or suspended. Any of the foregoing circumstances
or events could affect the Company’s ability to complete projects on time, within budget or at all, and could
have a material adverse effect on its financial condition and resuits of operations.

The Company makes sure that all necessary permits and licenses are secured and renewed, if needed, for

each project. A dedicated team tasked to secure and/or renew all necessary permits and licenses is in place.
Relevant dues and taxes are also paid regularly.

Environmental laws applicable to the Company’s projects could have a material adverse effect on its
business, financial condition or results of operations.

In general, developers of real estate projects are required to submit project descriptions to regional officas
of the Philippine Department of Environment and Natural Resources ("DENR"). For environmentally-
sensitive projects or at the discretion of the regional office of the DENR, a detailed Environmental Impact
Assessment ("EIA") may be required and the developer will be required to obtain an Environmental
Compliance Certificate ("ECC") to certify that the project will not have an unacceptable environmental
impact. There can be no assurance that current or futtire environmental laws and regulations applicable to
the Company will not increase the costs of conducting its business above currently projected levels or
require future capital expenditures. In addition, if a violation of an ECC occurs or if environmental hazards
on land where the Company’s projects are located cause damage or injury to buyers or any third party, the
Company may be required to pay a fine, to incur costs in order to cure the violation and to compensate its
buyers and any affected third parties. The Company cannot predict what environmental legislation or
regulations will be amended or enacted in the future, how existing or future laws or regulations will be
enforced, administered or interpreted, or the amount of future expenditures that may be required to
comply with these environmental laws or regulations or to respond to environmental claims. The

31



introduction or inconsistent application of, or changes in, faws and regulations applicable to the Company’s
business could have a material adverse effect on its business, financial condition and results of operations.

The Company submits and fulfills all required environmental compliance that i mandated by law. The
Company regards occupational health and safety as one of its most important corporate and social
responsibilities and it is the Company's corporate policy to comply with existing environmental laws and

regulations. The Company maintains various environmental protection systems and conducts regular
trainings on environment, health and safety.

The loss of certain tax exemptions and Incentives will increase the Company’s tax liability and decrease
any profits the Company might have in the future,

The Company benefits from provisions under Philippine law and regulations which exempt sales of
residential lots with a gross selling price of PhP1.9 million or less and sales of residential houses and lots
with a gross selling price of PhP3.2 million or less from the value-added tax {"VAT") of twelve percent
(12%). In the event these sales become subject to the VAT, the selling prices for the Company’s subdivision
lots and housing and condominium units will increase and this could adversely affect the Company’s sales.
Because taxes such as the VAT are expected to have indirect effects on the Company’s results of operations
by affecting general levels of spending in the Philippines and the prices of subdivision lots and houses, any

adverse change in the Government's VAT-exemption policy could have an adverse effect on the Company’s
results of operations.

Furthermore, the accreditation of the Company’s projects with unit price between PhP450,000 and
PhP3,000,000 with the BO{ as under the IPP allows each accredited project to enjoy certain tax incentives.
For each accredited project, the Company’s sales of low cost subdivision lots and housing units are
currently not subject to corporate income tax. Also, the Company’s projects with unit price of PhP450,000
and under are considered socialized housing projects and enjoy income tax free status by virtue of Republic
Act No. 7279. However, accreditation of certain projects was delayed in 2013. Also, the Legislative-
Executive Development Advisory Council is recommending a bill concerning the rationalization of certain
fiscal incentives that could have an effect in the Company should it be approved by Congress. This bill
intends to remove the tax holiday given to low cost housing projects in the BOI's IPP and instead provide a
government subsidy to buyers of the housing units. Should this bill be implemented it could have a material
effect on the Company’s overall levei of profitability. Furthermore, there is no guarantee that the
Company's future development projects will be able to benefit from the income tax holiday described
above, or that accreditation to receive such benefit will not be delayed. The delay or absence of this income

tax holiday on any of the Company’s future development projects could have an adverse effect on the
Company’s results of operations.

VAT is a pass-on tax to consumers, and in case VAT exemption will be lifted for mass housing products,
then, the Company may opt to revisit pricing scheme to be able to effectively run its business. The
Company is able to sell its housing units at an affordable price because of its BOI exemption. Should BOI

rules change, taking away the tax incentive, then the mass housing industry as a whole will revisit its
business model and reorganize as needed.

Natural or other catastrophes, including severe weuather conditions, may materially disrupt the

Company’s operations, affect its ability to complete projects and result in losses not covered by its
insurance.

The Philippines has experienced a number of major natural catastrophes over the years, including
typhoons, droughts, volcanic eruptions and earthquakes. In October 2013, a 7.2 magnitude earthquake
affected Cebu and the island of Bohol, and on November, 2013, Super Typhoon Haivan (called Yolanda in
the Philippines) caused destruction and casualties of an as yet undetermined amount, in Tacloban, certain
parts of Samar, and certain parts of Cebu City, all of which are located in the Visayas, the southern part of
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the Philippines. There can be no assurance that the occurrence of such natural catastrophes will not
materially disrupt the Company’s operations. These factors, which are not within the Company’s control,
could potentially have significant effects on the Company's housing and land development projects, many
of which are large, complex estates with infrastructure, such as buildings, roads and perimeter walls, which
are susceptible to damage. Damage to these structures resulting from such natural catastrophes could also
give rise to claims against the Company from third parties or from customers, for example for physical
injuries or loss of property. As a result, the occurrence of natural or other catastrophes or severe weather
conditions may adversely affect the Company’s business, financial condition and resuits of operations.

While the Company carries all-risks insurance during the project construction stage and requires all of its
purchasers to carry fire insurance, the Company does not carry any insurance for certain catastrophic
events, and there are losses for which the Company cannot obtain insurance at a reasonable cost or at all.
Neither does the Company carry any business interruption insurance. Should an uninsured loss or a loss in
excess of insured limits occur, the Company could lose all or a portion of the capital invested in a property,
as well as the anticipated future turnover from such property, while remaining liable for any project
construction costs or other financial obligations related to the property. Any material uninsured loss could
materially and adversely affect the Company’s business, financial condition and results of operations.

Natural calamities affect al! business types at similar levels. And since these events cannot be avoided, and

at some instances cannot be predicted, the Company only addresses what it can, and makes sure that it has
all the relevant and reasonable insurances that it can have.

The Company has insurance coverage that is required in the Philippines for real and personal property.
Subject to the customary deductibles and exclusions, the Company carries all-risks insurance during the
project construction stage, The Company also requires all of its purchasers to carry fire insurance and sales
redemption insurance, for which it pays the annual premium upfront to the insurer and charges purchasers
on a monthly basis. For its vertical projects, the Company requires its general contractors ta carry all-risks

insurance for the period of building construction. The Company does not carry business interruption
insurance,

Construction defects and other building-related claims may be asserted against the Company, and the
Company may be subject to liability for such claims.

Philippine law provides that property developers, such as the Company, warrant the structural integrity of
houses that were designed or built by them for a period of 15 years from the date of compietion of the
house. The Company may also be held responsible for hidden {i.e., latent or non-observable) defects in a
house sold by it when such hidden defects render the house unfit for the use for which it was intended or
when its fitness for such use is diminished to the extent that the buyer would not have acquired it or would
have paid a fower price had the buyer been aware of the hidden defect. This warranty may be enforced
within six months from the delivery of the house to the buyer. In addition, Republic Act No. 6541, as
amended, or the National Building Code of the Philippines (the "Building Code"), which governs, among
others, the design and construction of buildings, sets certain requirements and standards that must be

complied with by the Company. The Company or its officials may be held liable for administrative fines or
criminal penalties in case of any violation of the Building Code.

There can be no assurance that the Company will not be held liable for damages, the cost of repairs, and/or
the expense of litigation surrounding possible claims or that claims will not arise out of uninsurable events,
such as landslides or earthquakes, or circumstances not covered by the Company’s insurance and not
subject to effective indemnification agreements with the Company’s contractors. Neither can there be any
assurance that the contractors hired by the Company will be able to either correct any such defects or
indemnify the Company for costs incurred by the Company to correct such defects. In the event a
substantial number of claims arising from structural or construction defects arise, this could have a material
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adverse effect on the Company’s reputation and on its business, financial condition and results of
operations,

Having developed the processes used in the construction of its projects, the Company trains its contractors
on these topics, The Company also sends its engineers to oversee critical functions in project construction
to ensure the quality of work of its contractors. Every project has an engineering team assigned to it to
assure that repairs, which are within the warranties of the Company, is properly addressed.

Further, under the terms of the Company’s CTS contracts, buyers may seek repairs for patent (i.e,,
observable) defects in new homes prior to their acceptance of the residential unit. if the defect is latent

(i.e., non-observable), customers may seek repairs within one (1) year from the date the housing unit was
turned over to them for occupancy.

The Company has a number of related-party transactions with affifiated companies.

The companies controlled by the principal owners have a number of commercial transactions with the
Company. The Company had entered into a number of transactions with its related parties, which primarily

consist of advances and reimbursements of expenses and sale and purchase of reat estate properties and
development.

The transactions referred to above are described in Note 27 of the 2013 Audited Consolidated Financial
Statements. The Company expects that it will continue to enter into transactions with companies directly or
indirectly controlled by or associated with the principal owners. These transactions may involve potential
conflicts of interest which could be detrimental to the Company and/or its stakeholders. Conflicts of

interest may also arise between the Company and the Selling Shareholders in a number of other areas
relating to its businesses, including:

.

Maijor business combinations involving the Company and its Subsidiaries;

Plans to develop the respective businesses of the Company and its Subsidiaries; and

Business opportunities that may be attractive to the Selling Shareholders and the Company.

The Company can provide no assurance that its related-party transactions will not have a material adverse
effect on its business or results of operations.

All related-party transactions are executed with caution and guided judgement, and are properly
documented.

The Company is highly dependent on the continued service of its directors, members of senior
management and other key officers.

The Company’s directors, members of its senior management, and other key officers have been an integral
part of its success, and the experience, knowledge, business relationships and expertise that would be lost
should any such persons depart could be difficult to replace and may result in a decrease in the Company’s
operating efficiency and financial performance. Key executives and members of management of the
Company include Luis N. Yu, Jr., Mariano D. Martinez, Jr., and Januario jesus Gregorio lll B. Atencio. If the
Company loses the services of any such person and is unable to fill any vacant key executive or
management positions with qualified candidates, or if the qualified individual takes time to learn the details
of the Company, the Company’s business and results of operations may be adversely affected.

The Company recently hired four (4) executives, who are all graduates of Masters in Business
Administration from Asian Institute of Management. These four (4) directly reports to the three {3) key
executives and are currently assigned to different departments of the Company. One is an architect, thus, is
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assigned to Technical Planning. The other is an engineer and is tasked to supervise Luzon operations. A
former employee of a non-government organization is now assigned as the Investors Relations Officer of

the Company. Lastly, a former banker, with specialty on real estate, is assigned to Finance and Accounting
group of the Company.

Any deterioration in the Company’'s employee relations could materially and adversely affect the
Company’s operations.

The Company’s success depends partially on its ability to maintain a productive workforce. Any strikes,
work stoppages, work slowdowns, grievances, complaints or claims of unfair practices or other

deterioration in the Company’s employee relations could have a material and adverse effect on the
Company’s financial condition and results of operations.

To date, there is no existing collective bargaining agreement between the Company and its employees, and
the Company’s employees are not part of any labor union. The Company has not experienced any
disruptive labor disputes, strikes or threats of strikes, and management believes that the Company’s
relationship with its employee in general is satisfactory. The Company complies with minimum
compensation and benefits standards as well as all other applicable labor and employment regulations.

Item 2. Properties

Project Development and Construction

Land Acquisition

Land acquisition offer to the Company and/or joint ventures begins with the Company making a
marketability determination of the location of the property, based on the intended development. The
Company has developed specific procedures to identify land that is suitable for its needs and performs
market research to determine demand for housing in the markets it wishes to enter. These factors include:

the general economic condition of the environment surrounding the property;

suitable land must be located near areas with sufficient demand or that the anticipated demand
can justify any development;

the site’s accessibility from nearby roads and major thoroughfares;

the availability of utility infrastructure, such as electric transmission facilities, telephone lines and
water systems; and ’

the overall competitive landscape and the neighboring environment and amenities.

The Company also considers the feasibility of obtaining required governmental licenses, permits and

authorizations, as well as adding necessary improvements and infrastructure including sewage, roads and
electricity.

if the property passes the initial procedure, the Company then conducts due diligence on the property. The
evaluation process focuses on the following major factors:

* legal documents (e.g. title) refated to the property;
* property valuation;

* geographic location (i.e. proximity to public transportation);
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* technical characteristics of the property (e.g., location of fault lines); and
* other factors impacting the suitability and feasibility of developing future projects.

Before the Company acquires land, it conducts extensive checks on both the owner and the land itself, with
a particular focus on the veracity of the titte cavering the land and whether it can be traced back to the
original judicial decree granting title over the land. As and when needed, the Company also engages third
parties, such as surveyors and engineers, to verify that the land it seeks to acquire is covered by the
technical description of the title. The Company also conducts its own valuation of the property based on,
among other factors, other similar properties in the market and an assessment of the potential income
derivable from any development suitable for the property. The Company also conducts engineering and

environmental assessments in order to determine if the land is suitable for construction. The land must be
topographically amenable to housing development.

After the second stage is passed, the Company then determines the fair price and terms for the acquisition
and then negotiates with the land owner for the purchase.

Site Development and Construction

Once the land for a project site has been acquired by the Company, site development and construction
work for the Company’s projects are contracted out to qualified and accredited independent contractors.
The Company’s accreditation procedure takes into consideration each contractor’s experience, financial
capability, resources and track record of adhering to quality, cost and time of completion commitments.
The Company primarily contracts the Lasvazmun group of companies (consisting of Lasvazmun Homes, Inc.
and Las Caerus Homes, Inc.} for construction work it Luzon, lloilo and some parts of Cebu and the Canmax
group of companies {consisting of Conmax Inc. and Creofab Inc.) for construction work in Davao and other
parts of Cebu. Formal arrangements with both groups have been in effect since 2011, ensuring that both
contractors are exclusive to the Company only. The Company maintains relationships with manv
contractors for land development, including CGA Prime Builders Corporation, El Floha Constructlou,
Lasvazmun Homes, Inc,, Las Caerus Homes, Inc., Conmax Inc., Creofab Inc., Panico Construction and Square
8. Typically, these contractors are paid approximately twenty percent (20%) to twenty five (25%) initially as
down payments, with sixty five percent {65%) to seventy percent (70%) paid on a turnkey basis and the
remaining ten percent (10%) paid after three (3) months, retained as coverage for any faults.

The Company builds its horizontal subdivision units in five steps: [1] casting, [2] foundation preparation, [3]
assembly, [4] roofing and retouching, and [S] finishing and detailing;

1. Construction begins with the casting process, which comprises setting molds and pre-casting the
walls and ceiling slabs near the actual project site. The Company’s pre-casting process utilizes the
proprietary concrete mix developed by the Company internally, which produces concrete slabs that
are approximately four (4) times stronger than typical concrete slabs used in the Philippines and
dry in approximately twenty two (22} hours (compared to 21 days for standard casting).

2. Simultaneously, the foundation at the site is prepared and laid, comprising laying down reinforcing

bars and allocations for wiring and pipes, setting hooks for the assembly stage and pouring the
concrete mixture. This phase is compieted in one (1) day.

3. Atthe assembly stage, cranes are used to lift the pre-cast components and erect the components in

the foundation that is prepared while casting is still in progress. The ends of the components are
welded together. This process also takes one day.
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4. Roofing and retouching involves the addition of steel beams to support the roof, installation of the

roof, and the retouching of rough edges in the concrete structure. This stage takes two {2) to three
(3} days to complete,

5. Lastly, finishing and detailing takes four {4) to five (5) days to complete and involves smoothing out

the walls, floors and ceilings of the unit, applying paint, and installing doors, windows, and
electrical and plumbing fixtures.

The Company currently has capacity to develop up to twelve thousand nine hundred (12,900} units
annually. The Company can further expand its capacity by increasing the number of its pre-fabrication
molds without requiring significant additional investments in time or resources,

Having developed the processes used in the construction of its projects, the Company trains its contractors

on these topics. The Company also sends its engineers to oversee critical functions in project construction
to ensure the quality of work of its contractors.

Land Bank

As an integral part of its strategy, the Company believes that it maintains a land bank of sufficient size and
nature to ensure that it has adequate land to cover its development requirements. The Company has
invested in properties situated in what the Company believes are prime locations across the Philippines for
existing and future low-cost Mass Housing and land development projects for the next four to five years,
most of which is located in areas with close proximity to major roads and primary infrastructure, and aims
to expand its land bank to cover development in the next seven to eight years. As of March 31, 2015, the
Company had a land bank of approximately 253.35 hactares of raw land for the development of its various
projects, with some properties subject to liens or encumbrances,

Details of the Company’s raw land inventory as of March 31, 2015 are set out in the table below:

Location Size { Square meters)
Deca Homes San Mateo — San 311,975
Mateo Rizal
Urban Deca Tower Alabang — 1,245
Filinvest, Alabang
Urban Deca Tower Yakal — Yakal, 705
Makati
Urban Deca Tower Homes Ortigas 130,390
— Ortigas Avenue Extension
Deca Homes Batasan - Batasan, 170,377
Cueron City
Urban Deca Homes Tondo — 84,732
Tondo, Manila
Deca Homes Marilac — Marilao, 131,195
Bulacan
Urban Deca Homes Hampton — 11,025
Imus, Cavite
Urban Deca Homes Mahogany - 41,871
Imus, Cavite
Deca Homes Baywalk Taftsay 3 — 55,012
Talisay, Cebu
Urban Deca Homes San Miguel — 31,675
Banilad, Cebu
Deca Homes Mactan — Mactan, 307,629
Cabu
Deca Homes Pavia Resort 1,057,513
Residents Ph 2 —Sta. Barbara,
lailo
Urban Deca Homes Quirine — 7,085

Quirino, Davag City
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Deca Homes San Lorenzo — 248,250
Tigatte, Davan City

Deca Homes Gen San — General 130,000
Santos
Total. 2,770,679

The Company intends to continue to look for land in various parts of the Philippines for future
development.

Property and Equipment

The following table summarizes the various real estate properties owned by the Company not intended for
use as the site of future projects as of December 31, 2014;

Subsidiary and Property
Description Lotation Present Use
8990 Housing
8950 Corporate Center Negros St., Cebu Business Park, The three-storey building sitsona ~ Metrobank
Cebu City praperty owned by |. and D Realty

Corp, an affiliate of the Company.
It is used as the headquarters of
8990 Housing, A portion of the
ground floor and some areas of
the 3" floor are leased out.

Morigages

8990 Corporate Center £. Quirino Ave., Davao City The four-storey building serves as  Phil. Business Bank
the Company's Davao branch,
Some portions of the ground
ficor, the 3 floor and the 4™ floor
are leased out,

3-hectare resort with the Tacunan, Davao City
following amenities: clubhouse,

swimming pool, basketbali courts,

mini soccer field and fishing lake

Serves as additional amenities for  None
the subdivision residents,

7-hectatre Wakeboard Park Mintal, Davao City Wakeboard park with other

None
amenities presenty leased o
Session Park
8990 Luzon
12-hectare Wakeboard Park Margot, Pampanga Wakeboard park with other None
amenities presently leased to
Session Park
Fag Hom
99-room hotel™ Leonard Wood Loop, Bagulo City Hotel and timeshare operation None
Leases
8990 Holdings

8990 as a lessee

8330 entered into a non-cancellable operating lease contract covering its principal office in Liberty Center
Building in Makati City in 2012. The contract has a term of two (2) years, and was renewed in 2014. in 2014,
8990 also entered into a non-cancellable operating lease as a lessee covering a corporate suite located at
the SM Mall Mall of Asia Arena for a term of one (1) year and wili expire on June 22,2015.

Rent expense arising from this operating lease amounted to Php14.5 million and Php1 million, in 2014 and
2013, respectively. In 2014, future minimum rentats payable, which is less than one (1) year amounts to
PhP9.9 million and Php555 thousand future minimum rental payable that is more than one (1} year. See
Note 25 of the 2014 Audited Consclidated Financial Statements.
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Fog Horn

Fog Horn as a lessee

Fog Horn recognized rent expense amounting to PhP5.3 million, PhP3.6 million, and PhP4.4 million, in 2014,
2013 and 2012, respectively, pertaining to rental of its office. The lease agreements are renewable annually
upon mutual agreement of the parties. There is no future minimum rental payable under non-cancellable
operating leases in 2012 to 2014.

8990 Housing

8990 Housing as lessee

Rent expense of PhP9.9 million, PhP3.2 million and PhP2.3 million in 2014, 2013, and 2012, respectively
were recognized by 8990 Housing. These pertain to rental of 8990 Housing’s office spaces and billboard.
The lease agreements are renewable annually upon mutual agreement of the parties. 8990 Housing has no
future minimum rentals payable under non-canceliabte operating leases in 2012 to 2014.

8990 Housing as a lessor

A portion of the building owned by 8990 Housing is currently leased to a third party, which is covered by an
operating lease contract for a period of ten (10) years starting 2007. Recognized rent income amounted to
PhP37.2 million, PhP4.2 million and PhP1.0 million in 2014, 2013, and 2012, respectively. See Nate 25 of

the 2014 Audited Consolidated Financial Statements for the future minimurn lease receivables under non-
cancellable operating lease.

8990 Luzon

8990 1Luzon as g lessee

8990 Luzon recognized rent expense amounting to PhP600 thousand in 2014, and PhP100 thousand for
both 2013 and 2012, pertaining to rentals for office space, staff house, and generator set.

8990 Luzon as a lessor

8390 Luzon leased its investment properties for a period of five (5} years, with provision for automatic
annual renewal unless formally terminated by either party, in 2012. The contract provided that first six {€)
monthly leased fees for the first year shall be waived. As an exchange, 8990 Luzon shall be entities to
receive ten percent (10%) of monthly gross sales of riding passes in excess of PhP2 million.

Rent income from investment properties amounted to PhP1.2million and PhP1.1 million in 2014 and 2013,
respectively. See Note 25 of the 2014 Audited Consolidated Financia! Statements for the future minimum
lease receivables under non-cancellable operating lease.

Item 3. Legal Proceedings

Neither the Company nor any of its Subsidiaries are involved in, or the subject of, any legal proceedings
which, if determined adversely to the Company or the relevant Subsidiary’s interests would have a material
effect on the business or financial position of the Company or any of its Subsidiaries.

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

There was no matter submitted to a vote of security holders during the period covered by this report,
except for the matters taken up during the Annual Meeting of Stockholders.
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PART 1l — OPERATIONAL AND FINANCIAL INFORMATIONS
Item 5. Market for Registrant’s Common Equity and Related Stockholder Matters

Market Information

The Company has outstanding 5,517,990,720 common shares. All common shares are listed and traded

principally on the Philippine Stock Exchange, Inc. (“PSE”) as of December 31, 2014. The closing price as of
April 8, 2015 is Php8.64 per share.

The following are the quarterly high and low prices, as well as the closing price of the Company’s shares
traded at the Philippine Stock Exchange, inc. for the last three (3) years:

2014 2013 2012
Quarter High Low Close High Low Close High Low Close
S 7.47 6.00 658 | 4.65 3.21 4.55 349 252 317
™ | 877 6.01 802 | 10.42 222 .60 370 2.00 2.33
3™ | 8so 6.88 724 7.00 551 5.71 2.75 175 2.05
Pl 7.99 6.74 7.12 9.03 581 6.99 3.40 2.03 334

The market capitalization of the Company as of December 29, 2014 was approximatety PhP3%.29 hillion,
based on the closing price of PhP7.12 per share.

Holders
The following table sets forth the stockholders of record of the Company as of March 30, 2015:

Amount
Subscribed and
Paid-up (in #)
Number of Shares {excl of addl paid-

Shareholder Subscribed in capital)} % of Ownaership

IHoldings, Inc. 2,135,035,107 2,139,035,107.00 38.76%
PCD Nominee Carporation (Non-Filipina) 1,037,666,507 1,037,666,507.00 18.81%
Kwantlen Development Corporation 925,325,018 925,325,018.00 16.77%
Januarius Resources Realty Corporation 543,794,584 543,794,584.00 9.85%
PCD Nominee Corporation {Filipino) 402,133,854 402,133,854.00 7.29%
Luis N. Yu, Jr, 258,099,322 258,099,322.00 4.68%
Mariana D. Martinez, Jr. 168,916,767 168,916,767.00 3.06%
Januario Jesus Gregoria il B, Atencio 41,006,372 41,006,372.00 0.74%
Raul Fortunato R. Rocha 1,000,001 100,000,001.00 0.18%
Socorro P_Lim 500,000 500,000.00 0.01%
Antholin T. Muntuerto 300,000 300,000.00 0.01%
Mark Werner J. Rosal 200,000 200,000.00 0.00%
lan Norman E. Dato 5,001 5,001.00 0.00%
Angeline Pami Torres 3,000 3,000.00 0.00%
Hector A. Sanvictores 2,000 2,000.00 0.00%
Gregorio G. Gruyal 1,500 1,500.00 0.00%
Stephen G. Soliven 1,500 1,500.00 0.00%
Ben Chan Wei Beng : 100 100.00 0.00%
Owen Nathanie! Sy Au ITF Li Marcus Au 80 80.00 0.00%
Manuel S. Delfin, Jr. 1 1.00 Nil



Richard L. Haosen

1 1.00 Nil
Arlene C. Keh 1 1.00 Nil
Dorminic J. Picone 1 1.00 Nil
Anthony Vincent S. Sotto 1 1.00 Nif
Willibaido 1. Uy 1 1.00 Nil
Loweli L. Yu 1 1.00 Nil
Total 5,517,990,720 5,517,990,720.00 100%

Dividends and Dividend Policy

Under Philippine law, dividends may be declared out of a corporation’s Unrestricted Retained Earnings
which shall be payable in cash, in property, or in stock to all stockholders on the basis of outstanding stock
held by them. The amount of retained earnings available for declaration as dividends may be determined
pursuant to regulations issued by the Philippine SEC. The approval of the Board of Directors is generally
sufficient to approve the distribution of dividends, except in the case of stock dividends which requires the
approval of stockholders representing not less than two-thirds of the outstanding capital stock at a regular

or special meeting duly called for the purpose. From time to time, the Company may reallocate capital
among its Subsidiaries depending on its business requirements.

The Philippine Corporation Code prohibits stock corporations from retatning surplus profits in excess of
100% of their paid-in capital stock, except when justified by definite corporate expansion projects or
programs approved by the Board of Directors, or when the corporation is prohibited under any loan
agreement with any financial institution or creditor from declaring dividend without its consent, and such

consent has not yet been secured, or when it can be clearly shown that such retention is necessary under
special circumstances obtaining in the corporation.

Limitations and Requirements

Under Philippine faw, a corporation can only declare dividends to the extent that it has Unrestricted
Retained Earnings that represent the undistributed earnings of the corporation which have not been
allocated for any managerial, contractual or legal purpose and which are free for distribution to the
shareholders as dividends. A corporation may pay dividends in cash, by the distribution of property or by
the issuance of shares. Stock dividends may only be declared and paid with the approval of shareholders

representing at least two-thirds of the outstanding capital stock of the cofporation voting at a
shareholders’ meeting duly called for the purpose.

The Philippine Corporation Code generally reguires a Philippine corporation with retained earnings in
excess of 100% of its paid-in capital to declare and distribute as dividends the amount of such surplus.
Notwithstanding this general requirement, a Philippine corporation may retain all or any portion of such
surplus in the following cases: [1] when justified by definite expansion plans approved by the board of
directors of the corporation; [2] when the required consent of any financing institution or creditor to such
distribution has not been secured; [3] when retention is necessary under special circumstances, such as
when there is a need for special reserves for probabiy contingencies; or [4] when the non-distribution of
dividends is consistent with the policy or requirement of a Government office.

Record Date

Pursuant to existing Philippine SEC rules, cash dividends declared by the Company must have a record date
not less than ten (10) nor more than thirty (30) days from the date of declaration. For stock dividends, the
record date should not be less than ten {10) nor more than thirty {30) days from the date of the
shareholders’ approval, provided however, that the set record date is not to be less than ten (10) trading
days from receipt by the PSE of the notice of declaration of stock dividend. In the event that a stock
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dividend is declared in connection with an increase in authorized capital stock, the corresponding record
date is to be fixed by the Philippine SEC.

Dividend History

Listed below are the cash dividends declared and/or paid by the Company.
£20.05 per share
Declaration Date: November 4, 2014
Record date: November 18, 2014
Payment date: December 12, 2014

#0.18 per share

Declaration Date: February 17, 2015
Record date: March 4, 2015
Payment date: March 30, 2015

Dividend Palicy

The Company intends to maintain a consistent dividend payout policy based on its consolidated net income
for the preceding fiscal year, subject to the requirements of the applicable laws and regulations and the
absence of circumstances which may restrict the payment of such dividends. In line with this, during the
tast Annual Stockholders’ Meeting of 8990 Holdings, Inc. held on July 29, 2013, the stockholders of 8990
Holdings, Inc. approved the adoption of a dividend policy whereby, subject to available cash and after any

capital expenditure requirements, at least 50% of the Unrestricted Retained Earnings of 8990 Holdings, Inc.
for the preceding fiscal year will be declared as dividends.

The Subsidiaries have not adopted any formal dividend policies. Dividend patlicies for the Subsidiaries shall
be determined by their respective Boards of Directors.

Recent Issuance of Shares Constituting Exempt Transaction

Not applicable.

Description of the Shares

Pursuant to its articles of incorporation as amended on October 1, 2013, the Company has an authorized
amount of capital stock of PhP7,000,000,000 divided into 7,000,000,000 Common Shares with a par value

of PhP1.00 per share, of which 5,517,990,720 Common Shares are issued and outstanding as of the date of
this report.

Objects and Purposes

The Company has been organized primarily to purchase, subscribe for, or otherwise acquire and own, hold,
use, invest in, develop, sell, assign, transfer, lease, take options to, mortgage, pledge, exchange, and in all
ways deal with, personal and real property of every kind and description, including shares of the capital
stock of corporations, bonds, notes, evidence of indebtedness, and other securities, contracts or
obligations of any corporation, domestic or foreign, without however, engaging in dealership in securities,
in stock brokerage business or in the business of an investment company.

The Company’s purposes also include the following:

1. To acquire by purchase, exchange, lease, bequest, devise or atherwise; to hold, own, use, maintain,
manage, improve, develop and operate; and to sell, transfer, convey, lease, mortgage, pledge,
exchange or otherwise dispose of real and personal properties, including vehicles and equipment
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necessary for the primary business, and any and all rights, interests or privileges therein necessary
or incidental to the conduct of corporate business.

To borrow or raise money for the conduct of the business of the Corporation, and to draw, make,
accept, endorse, execute, and issue promissory notes, drafts, bills of exchange, warrants, bonds,
debentures and other negotiable and non-negotiable instruments and evidences of indebtedness
and to secure the payment thereof and of any interest thereon by mortgage upon, or pledge of, or
grant of a security interest in, or conveyance or assignment in trust for, or lien upon the whole or
any part of the property of the Corporation, whether at the time owned or thereafter acquired, and

to sell, pledge or otherwise dispose of such bonds, debentures or other obligations of the
Corporation for corporate purposes.

To invest and re-invest the money and property of the Corporation in such manner considered wise
or expedient for the advancement of its interests.

To acquire the goodwill, rights, assets and property, and to undertake or assume the whole or any
part of the obligations or liabilities, of any person, partnership, association or corporation, and to
pay therefor in cash, stocks or bonds of the corporation or otherwise.

To aid in any lawful manner, by loan, subsidy, guaranty or otherwise, any corporation whose stocks,
bonds, notes, debentures or other securities or obligations are held or controlled directly or
indirectly, by the Corporation, and to do any and all fawful acts or things necessary or desirable to
protect, preserve, or enhance the value of such stocks, bonds, securities or other obligations or
evidences of indebtedness, and to guarantee the performance of any contract or undertaking of

any person, partnership, association oOr corporation in which the corporation is or becorne
interested.

To enter into any lawful arrangement for the sharing of profits, union of interest, reciprocal
concession or cooperation with any person, partnership, association, corporation, or government
or authority, domestic or foreign, in the carrying on of any business or transaction deemed
necessary, convenient or incidental to carrying out any of the purposes of the Corporation.

To acquire or obtain from any government authority, national, provincial municipal or otherwise, or
any person, partnership, association or corporation, such charters, contracts, franchise, privileges,

exemptions, licenses and concessions required for the conduct of any of the purposes of the
Corporation.

To establish and operate one or more branch offices or agencies and to carry on any or all of its
operations and business, including the right to hold, purchase or otherwise acquire, lease,

mortgage, pledge and convey or otherwise deal in and with real and personal property anywhere in
the Philippines.

To conduct and transact any and all lawful activities, and to do or cause to be done any one or
more of the acts and things herein set forth as its purposes, within or without the Philippines, and
to do everything necessary, desirakle or incidental to the accomplishment of the purposes or the
exercise of any one or more of the powers herein enumerated, or which shail at any time appear
conductive to or expedient for the protection or benefit of the Corporation.

Under Philippine law, a corporation may invest its funds in any other corporation or business or for any
purpose other than the purpose for which it was organized when approved by a majority of the board of
directors and ratified by the stockholders representing at least two-thirds of the outstanding capital stock,
at a stockholders’ meeting duly called for the purpose; provided, however, that where the investment by
the corporation is reasonably necessary to accomplish its purposes, the approval of the stockholders shall
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not be necessary. Per the By-laws of the Company, its stock, property and affairs shall be exclusively
managed and controlled by the board of directors.

Share Capital

A Philippine corporation may issue common or preferred shares, or such other classes of shares with such
rights, privileges or restrictions as may be provided for in the articles of incorporation and by-laws of the
corporation. Subject to the approval by the Philippine SEC, it may increase or decrease its authorized
capital stock by amending its articles of incorporation, provided that the change is approved by a majority
of the board of directors and by shareholders representing at least two-thirds of the outstanding capital
stock of the corporation voting at a shareholders’ meeting duly called for the purpose,

Under Philippine law, the shares of a corporation may either be with or without a par value. All of the
Common Shares currently issued have a par value of PhP1.00 per share. In the case of par value shares,
where a corporation issues shares at a price above par, whether for cash or otherwise, the amount by

which the subscription price exceeds the par value is credited to an account designated as additional paid-
in capital or paid-in surplus.

Subject to approval by the Philippine SEC, a corporation may increase or decrease its authorized capital
shares, provided that the change is approved by a majority of the board of directors of such corporation
and shareholders representing at least two-thirds of the issued and outstanding capital shares of the
corporation voting at a shareholders’ meeting duly called for the purpose.

A corporation is empowered to acquire its own shares for a legitimate corporate purpose, provided that
the corporation has Unrestricted Retained Earnings or surplus profits sufficient to pay for the shares to be
acquired. Examples of instances in which the corporation is empowered to purchase its own shares are:
when the elimination of fractional shares arising out of share dividends is necessary or desirable, the
purchase of shares of dissenting shareholders exercising their appraisal right {as discussed below) and the
collection or compromise of an indebtedness arising out of an unpaid subscription. When a corporation

repurchases its own shares, the shares become treasury shares, which may be resold at a price fixed by the
board of directors of such corporation.

The Board is authorized to issue shares from treasury from time to time. Treasury shares may be issued to
any person, corporation or association, whether or not a shareholder of the Company, including its officers
or employees for such consideration in money as the Board may determine,

Voting Rights

The Company’s Shares have full voting rights. However, the Philippine Corporation Code provides that
voting rights cannot be exercised with respect to shares declared by the board of directors as delinquent;
treasury shares, or if the shareholder has elected to exercise his right of appraisal referred to below.

Dividend Rights ‘

Under the Company’s By-laws, dividends may be paid out the Unrestricted Retained Earnings of the
Company as and when the Board of Directors may elect, subject to legal requirements. Dividends are
payable to all shareholders on the basis of outstanding shares of the Company held by them, each share
being entitled to the same unit of dividend as any other share. Dividends are payable to shareholders
whose name are recorded in the stock and transfer book as of the record date fixed by the Board of
Directors. The PSE has an established mechanism for distribution of dividends to beneficial owners of

shares which are traded through the PSE which are lodged with the PCD Nominee as required for scripless
trading.



Pre-Emptive Rights

The Philippine Corporation Code confers pre-emptive rights on the existing shareholders of a Philippine
corporation which entitle such shareholders to subscribe to all issues or other dispositions of shares of any
class by the corporation in proportion to their respective shareholdings, regardiess of whether the shares
proposed to be issued or otherwise disposed of are identical to the shares held. A Philippine corporation
may, however, provide for the denial of these pre-emptive rights in its articles of incorporation. Likewise,

shareholders who are entitled to such pre-emptive rights may waive the same through a written
instrument to that effect.

The articles of incorporation of the Company deny the pre-emptive rights of its shareholders to subscribe to
any or all dispositions of any class of shares.

Derivative Rights

Philippine law recognizes the right of a sharehotder to institute proceedings on behalf of the corporation in
a derivative action in circumstances where the corporation itself is unable or unwilling to institute the
necessary proceedings to redress wrongs committed against the corporation or to vindicate corporate
rights as, for example, where the directors of the corporation themselves are the malefactors.

Appraisal Rights

The Philippine Corporation Code grants a shareholder a right of appraisal and demand payment of the fair

value of his shares in certain circumstances where he has dissented and voted against a proposed
corporate action, including:

an amendment of the articles of incorporation which has the effect of adversely affecting the rights

attached to his shares or of authorizing preferences in any respect superior to those of outstanding
shares of any class;

the extension of the term of corporate existence;

the sale, lease, exchange, transfer, mortgage, pledge or other disposal of all or substantially all the
assets of the corparation;

. a merger or consolidation; and

investment by the corporation of funds in any other corporation or business or for any purpose
other than the primary purpose for which it was organized.

In any of these circumstances, the dissenting shareholder may require the corporation to purchase its
shares at a fair value, which, in default of agreement, is determined by three disinterested persons, one of
whom shall be named by the shareholder, one by the corporation, and the third by the two thus chosen.
Regional Trial Courts will, in the event of a dispute, determine any question about whether a dissenting
shareholder is entitled to this right of appraisal. From the time the shareholder makes a demand for
payment until the corporation purchases such shares, all rights accruing on the shares, including voting and
dividend rights, shall be suspended, except the right of the shareholder to receive the fair value of such
shares. No payment shall be made to any dissenting shareholder unless the corporation has Unrestricted
Retained Earnings sufficient to support the purchase of the shares of the dissenting shareholders.
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Right of Inspection

A shareholder has the right to inspect the records of all business transactions of the corporation and the
minutes of any meeting of the board of directors and shareholders at reasonable hours on business days
and may demand a copy of excerpts from such records or minutes at his or her expense. However, the
corporation may refuse such inspection if the shareholder demanding to examine or copy the corporation’s

records has improperly used any information secured through any prigr examination, or was not acting in
good faith or for a legitimate purpose in making his demand.

Right to Financial Statements

A shareholder has a right to be furnished with the most recent financial statement of a Philippine
corporation, which shall include a balance sheet as of the end of the last taxable year and a profit or loss
statement for said taxable year, showing in reasonable detail its assets and liabilities and the results of its
operations. At the meeting of shareholders, the board of directors is required to present to the
shareholders a financial report of the operations of the corporation for the preceding year, which shall
include financial statements duly signed and certificate by an independent certified public accountant.

Board of Directors

Unless otherwise provided by [aw or in the articles of incorporation, the corporate powers of the Company
are exercised, its business conducted, and its property controlled by the Board. Pursuant to its articles of
incorporation, as amended, the Company shall have thirteen (13} Directors, two (2) of whom are
independent Directors within the meaning set forth in Section 38 of the SRC. The Board shall be elected
during each regular meeting of shareholders, at which shareholders representing at least a majority of the
issued and outstanding capital shares of the Company are present, either in person or by proxy.

Under Philippine law, representation of foreign ownership on the 8oard is limited to the proportion of the
foreign shareholding. Directors may only act collectively; individual directors have no power as such. Four
directors, which is a majority of the Board, constitute a quorum for the transaction of corporate business.
Except for certain corporate actions such as the election of officers, which shall require the vote of a

majority of all the members of the Board, every decision of a majority of the guorum duly assembled as a
board is valid as a corporate act.

Any vacancy created by the death, resignation or removal of a director prior to expiration of such director's
term shall be filled by a vote of at least a majority of the remaining members of the Board, if still
constituting a quorum, Otherwise, the vacancy must be filled by the shareholders at a meeting duly called
for the purpose. Any director elected in this manner by the Board shall serve only for the unexpired term of
the director whom such director replaces and until his successor is duly elected and qualified.

Shareholders’ Meetings
Annual or Reguiar Sharehoiders’ Meetings

The Philippine Corporation Code requires all Philippine corporations to hold an annual meeting of
shareholders for corporate purposes including the election of directors. The By-laws of the Company

provide for annual meetings on the last Monday of July of each year to be held at the principal office of the
Company and at such hour as specified in the notice.

Speciol Shareholders’ Meeting

Special meetings of shareholders, for any purpose or purposes, may at any time be called by either the
president or a majority of the Board of Directors, whenever he or they shall deem it necessary.
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Notice of Shareholders’ Meeting

Whenever shareholders are required or permitted to take any action at a meeting, a written notice of the
meeting shali be given which shall state the place, date and time of the meeting, and the purpose or
purposes for which the meeting is called. The Company’s By-laws provide that notices of the time and place
of the annual and special meetings of the shareholders shall be given either by mailing the same enclosed
in a postage-prepaid envelope, addressed to each shareholder of record at the address left by such
shareholder with the Secretary of the Company, or at his last known post-office address, or by delivering
the same to him in person, at least two (2) weeks before the date set for such meeting. Notice to any
special meeting must state, among others, the matters to be taken up in the said meeting, and no other
business shall be transacted at such meeting except by consent of all the shareholders present, entitled to
vote. No notice of meeting need be published in any newspaper, except when necessary to comply with the
special requirements of the Philippine Corporation Code. Sharehoiders entitled to vote may, by written
consent, waive notice of the time, place and purpose of any meeting of shareholders and any action taken
at such meeting pursuant to such waiver shall be valid and binding. When the meeting of the shareholders
is adjourned to another time or place, notice of the adjourned meeting need not be provided so long as the
time and place to which the meeting is adjourned are announced at the meeting at which the adjournment

is taken. At the reconvened meeting, any business may be transacted that might have been transacted on
the original date of the meeting.

Quorum

Unless otherwise provided by an existing shareholders’ agreement or by law, in afl regular or special
meeting of shareholiders, a majority of the outstanding capital shares must be present or represented in
order to constitute a quorum, except in those cases where the Philippine Corporation Code provides a
greater percentage vis-a -vis the total outstanding capital shares. If no quorum is constituted, the meeting
shall be adjourned until the requisite amount of shares shall be presented.

Pursuant to the Company’s By-laws, the chairman of the board, or in case of his absence or disability, the
president, may then call to order any meeting of the stockholders, and proceed to the transaction of
business, provided a majority of the shares issued and outstanding be present, either in person or by proxy;
but if there be no quorum present at any meeting, the meeting may be adjourned by the stockholders
present from time to time until the quorum shall be obtained. If neither the chairman of the board nor the
president is present, then the meeting is to be conducted by a chairman to be chosen by the stockholders.

Voting

At all meetings of shareholders, a holder of Common Shares may vote in person or by proxy, for each share
held by such shareholder.

Fixing Record Dates

Under existing Philippine SEC rules, cash dividends declared by corporations whose shares are listed on the
PSE shall have a record date which shall not be less than 10 or more than 30 days from the date of
declaration. With respect to share dividends, the record date shall not be less than 10 or more than 30 days
from the date of shareholder approval; provided, however, that the record date set shall not be less than
10 trading days from receipt by the PSE of the notice of declaration of share dividends. In the event that

share dividends are declared in connection with an increase in the authorized capital shares, the
corresponding record date shall be fixed by the Philippine SEC.

Mauatters Pertaining to Proxies

Shareholders may vote at all meetings the number of shares registered in their respective names, either in
person or by proxy duly given in writing and duly presented to the Corporate Secretary before or during the
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meeting. Unless otherwise provided in the proxy, it shall be valid only for the meeting at which it has been
presented to the Corporate Secretary.

Proxies should comply with the relevant provisions of the Philippine Corporation Code, the SRC, the IRRs,
and regulations issued by the Philippine SEC.

Dividends

The Common Shares have full dividend rights. Dividends on the Company’s Common Shares, if any, are paid
in accordance with Philippine law. Dividends are payable to all shareholders on the basis of outstanding
Common Shares held by them, each Common Share being entitled to the same unit of dividend as any
other Common Share. Dividends are payable to shareholders whose names are recorded in the stock and
transfer book as of the record date fixed by the Company's Board of Directars, The PSE has an established
mechanism for distribution of dividends to beneficial owners of Common Shares which are traded through
the PSE which are lodged with the PCD Nominee as required for scripless trading.

The Company intends to maintain a consistent dividend payout policy based on its consolidated net income
for the preceding fiscal year, subject to the requirements of the applicable laws and regulations and the
absence of circumstances which may restrict the payment of such dividends. In line with this, during the
last Annual Stockholders’ Meeting of 8990 Holdings, Inc. held on July 29, 2013, the stockholders of 8990
Holdings, Inc. approved the adoption of a dividend policy whereby, subject to available cash and after any
capital expenditure requirements, at least 50% of the Unrestricted Retained Earnings of 8990 Holdings, Inc.
for the preceding fiscal year will be declared as dividends. The Subsidiaries have not adopted any formal

dividend policies. Dividend policies for the Subsidiaries shall be determined hy their respective Boards of
Directors.

Transfer of Shares and Share Register

All transfers of shares on the PSE shail be effected by means of a book-entry system. Under the book-entry
system of trading and settlement, a registered shareholder shall transfer legal title over the shares to a
nominee, but retains beneficial ownership over the shares, The transfer of legal title is done by
surrendering the stock certificate representing the shares to participants of the PDTC System (i.e., brokers
and custodian banks) that, in turn, lodge the same with the PCD Nominee Corporation, a corporation
wholly-owned by the PDTC (the “PCD Nominee”). A shareholder may request upliftment of the shares from

the PDTC, in which case a stock certificate will be issued to the shareholder and the shares registered in the
shareholder’s name in the hooks of the Company.

Phiiippine law does not require transfers of the Common Shares to be effected on the PSE, but any off-
exchange transfers will subject the transferor to a capital gains tax that may be significantly greater than
the share transfer tax applicable to transfers effected on the PSE. See “Philippine Taxation.” All transfers of
shares on the PSE must be effected through a licensed stockbroker in the Philippines.

Issues of Shares

Subject to otherwise applicable limitations, the Company may issue additional Common Shares to any
person for consideration deemed fair by the Board, provided that such consideration shall not be less than
the par value of the issued Common Shares. No share certificates shall be issued to a subscriber until the
full amount of the subscription together with interest and expenses {in case of delinquent Common Shares)
has been paid and proof of payment of the applicable taxes shall have been submitted to the Company’s
Corporate Secretary. Under the PSE Rules, only fully-paid shares may be listed on the PSE.
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Share Certificates

Certificates representing the Common Shares will be issued in such denominations as shareholders may
request, except that certificates will not be issued for fractional shares. Shareholders wishing to split their
certificates may do so upon application to the Company’s share transfer agent, Securities Transfer and
Services, Inc., which will maintain the share register. Common Shares may also be lodged and maintained
under the book-entry system of the PDTC. See “The Philippine Stock Market.”

Mandatory Tender Offers

in general, under the SRC and the iRRs, any person or group of persons acting in concert and intending to
acquire at least: [1] 35% of any class of any equity security of a public or listed corporation in a single
transaction; or [2] 35% of such equity over a period of 12 months; or [3] even if less than 35% of such
equity, if such acquisition would result in ownership by the acquiring party of over 51% of the total
outstanding equity, is required to make a tender offer to all the shareholders of the target corporation on
the same terms. Generally, in the event that the securities tendered pursuant to such an offer exceed that
which the acquiring person or group of persons is willing to take up, the securities shall be purchased from
each tendering shareholder on a pro rata basis, disregarding fractions, according to the number of
securities tendered by each security holder. Where a mandatory tender offer is required, the acquirer is
compelled to offer the highest price paid by him for such shares during the past six months. Where the
offer involves payment by transfer or allotment of securities, such securities must be valued on an
equitabie basis. However, if any acquisition of even less than 35% would result in ownership of over 51% of
the total outstanding equity, the acquirer shall be required to make a tender offer for all the outstanding
equity securities to all remaining shareholders of the said corporation at a price supported by a fairness
opinion provided by an independent financial adviser or equivalent third party. The acquirer in such a
tender offer shall be required to accept any and all securities thus tendered.

No Mandatory Tender Offer is required in: (i) purchases of shares from unissued capital shares unless it will
result to a 50% or more ownership of shares by the purchaser; (ii} purchases from an increase in the
authorized capital shares of the target company; (iii) purchases in connection with a foreclosure
proceedings involving a pledge or security where the acquisition is made by the debtor or creditor; {iv)
purchases in connection with privatization undertaken by the government of the Philippines; (v} purchases
in connection with corporate rehabilitation under court supervision; (vi) purchases through an open market
at the prevailing market price; or (vii) purchases resufting from a merger or consolidation.

Fundamental Matters

The Philippine Corporation Code provides that certain significant acts may only be implemented with
shareholders’ approval. The following require the approval of shareholders representing at least two-thirds
of the issued and outstanding capital shares of the corporation in a meeting duly called for the purpose:

amendment of the articles of incorporation;

. removal of directors;

sale, lease, exchange, mortgage, pledge or other disposition of all or a substantial part of the assets
of the corporation;

investment of corporate funds in any other corporation or business or for any purpose other than
the primary purpose for which the corporation was organized;

. declaration or issuance of share dividends;
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delegation to the board of directors of the power to amend or repeal by-laws or adopt new by-

laws;
. merger or consolidation;
. dissolution;
. an increase or decrease in capital shares;
. ratification of a contract of a directors or officer with the corporation;
. extension or shortening of the corporate term;
. creation or increase of bonded indebtedness; and
. management contracts with related parties;

The approval of shareholders holding a majority of the outstanding capital shares of a Philippine

corporation, including non-voting preferred shares, is required for the adoption or amendment of the by-
taws of such corporation.

Accounting and Auditing Requirements

Philippine stock corporations are required to file copies of their annual financial statements with the
Philippine SEC. In addition, public corporations are required to file quarterly financial statements (for the
first three quarters) with the Philippine SEC. Those corporations whose shares are listed on the PSE are
additionally required to file said quarterly and annual financial statements with the PSE. Shareholders are
entitied to request copies of the most recent financial statements of the corporation which include a
statement of financial position as of the end of the most recent tax year and a profit and loss staternent for

that year. Shareholders are also entitled to inspect and examine the books and records that the carporation
is required by law to maintain.

The Board is required to present to shareholders at every annual meeting a financial report of the

operations of the Company for the preceding year. This report is required to include audited financial
statements.

ftem 6. Management Discussion and Analysis of Financial Condition and Results of Operations
Factors Affecting Results of Operations

The Company’s results of operations are affected by a variety of factors. Set out below is a discussion of the
most significant factors that have affected the Company’s results in the past and which the Company
expects te affect its financial results in the future. Factors other than these set out below could also have g

significant impact on the Company’s results of operations and financial condition in the future. See Risk
Relating to the Companies Business.

General Global and Philippine Economic Conditions and the Condition of the Philippine Real Estate and
Residential Housing Markets

The Company derives substantially al} of its revenue from its mass housing development activities in the
Philippines. The Philippine real estate and housing markets have historically been affected by the prevailing
economic conditions in the Philippines, which may also be affected by the economic conditions in other
parts of the world. Accordingly, the Company’s results of operations may be significantly affected by the
state of the global and Philippine economies generally and specifically the Philippine property and housing
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markets. The Philippine real estate and housing markets have historically been subject to cyclical trends,
and property values have been affected by the supply of and demand for comparable properties, the rate
of economic growth, the rate of unemployment and political and social developments in the Philippines.
Demand for new residential projects in the Philippines has historically also been affected by, among other
things, prevailing political, social and economic conditions in the Philippines, including overalt growth levels,
the value of the Philippine peso and interest rates, as well as the strength of the economy in other parts of
the world, given that a substantial portion of demand comes from overseas Filipino workers. Furthermore,
as the Company continues expanding its business, these operations will also be increasingly affected by
general conditions in the global and Philippine economies. As a result, the Company expects that its results

of operations will continue to vary from period to period largely as a result of general global and Philippine
economic conditions.

Collection of Receivables

The Company’s results of operations are also affected to a significant degree by the success and efficiency
of its collection of receivables from its customers. If the Company experiences any significant delays or
defaults on its collection of receivables, it could experience liquidity issues. In addition, a significant number
of defaults may result in the Company taking on a significant amount of inventory for the housing units it
would repossess from customers. In such an instance, there can be no guarantee that the Company will be
able to dispose of these units quickly and at acceptable prices. Any of these occurrences in relation to
failure to collect receivables from its customers in a timely manner or at all may have a material adverse
effect on the Company’s liquidity, financial condition and results of operations.

Liquidity Risk Management

To better manage its liquidity risk, interest risk, as well as improve its cash conversicn cycle, the Company
typically enters into take-out arrangements with PAG-1BIG where it will transfer its CTS Gold Convertible
receivables within four (4) years in exchange for cash. As of the date of this report, the Company has
submitted to PAG-IBIG approximately four thousand seven hundred (4,700) CTS receivables, equivalent to
approximately PhP4 billion. These accounts are currently being processed by PAG-IBIG, and at various
stages of cycle completion. The acceptance or rejection of a CTS receivable by PAG-IBIG is based on certain
guidelines of PAG-IBIG such as employment, number of contributions made by the homeowner/PAG-IBIG
member and net disposable income, among other factors. The Company believes that substantially all of its
requests for take-outs have been accepted by PAG-IBIG. However, in the event that a material number of
take-up applications are delayed or even denied, the Company’s cashflow and recognized revenues could
be materially affected. Moreover, the conversion into cash of the Company CTS receivable as a result of
take-ups by PAG-IBIG also affects the Company’s results of operations. As greater amount of CTS

receivables are converted due to the Company’s take-up arrangements, the Company's finance income and
receivables decrease while its cash balances correspondingly increase.

In addition to its receivables take-up arrangements with institutions such as PAG-IBIG, the Company also
regularly adopts other measures to manage its level of receivables from its housing sales, as well as to
generate cash necessary for operations. For example, the Company from time to time enters into loan
arrangements with banks against its receivables portfolio as collateral. In addition, the Company also from
time to time sells receivables to banks and other financial institutions on a non-recourse basis. The
Company has also begun to explore possible securitization transactions with respect to its receivables
portfolio. The success of any of these receivable management measures, depending on the amount

involved and terms agreed, may affect the Company’s results of operations in terms of its liquidity and the
levels of its receivable assets.
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Interest Rates

The Company generally charges its customers an annual fixed interest rate of eight and a half percent
(8.5%) on their housing loans under the CTS Gold program; this interest rate matches the mandated eight
and a half percent {8.5%) interest rate that PAG-1BIG will charge such customers if and when their loans are
taken up in the PAG-IBIG home loan program. The Company’s financing arrangements with commercial
banks and other financial institutions are typically on a fixed interest basis, with interest rates typically
averaging approximately six percent (6%) or seven percent {7%) per annum. As the Company typically only
needs to borrow approximately half of the amount of loans it grants to its customers, the Company
believes that it is substantially protected against fluctuations of interest rates in the market. However, in
cases of extraordinary increases in interest rates, such as during the Asian financial crisis of the late 1990s

or the global economic downturn of 2008, the Company’s financial position and results of operations could
be adversely affected.

Tax incentives and Exemptions

As a developer of low-cost housing with mass housing unit price points not exceeding PhP1.9 million {for
lots only) or PhP2.2 million (for residential house and lots or other residential dwellings), the Company
benefits from an exemption on VAT under current tax laws and regulations, Furthermore, the accreditation
of the Company's projects with unit price between PhP450,000 and PhP3,000,000 with the BOIl as under
the IPP allows each accredited project to enjoy certain tax incentives. For each accredited project, the
Company’s sales of low cost subdivision lots and housing units are currently not subject to corporate
income tax. Also, the Company’s projects with unit price of PhP450,000 and under are considered
socialized housing projects and enjoy income tax free status by virtue of Republic Act No. 7279. As such, the
Company’s sales of low cost subdivision lots and housing units are currently not subject to twelve percent
(12%) VAT, and corporate income tax. In the event that the Company loses these tax exemptions or
incentives or its tax holiday lapses or is not renewed, these sales would become subject to VAT and
corporate income tax. These prospective tax charges will directly affect the Company’s net income, and the

Company expects that any changes in regulatory and tax policy and applicable tax rates may affect its
results of operations from time to time.

Price Volatility of Construction Materials and Other Development Costs

The Company’s cost of sales is affected by the price of construction materials such as steel, tiles and
cement, as well as fluctuations in electricity and energy prices. While the Company, as a matter of policy,
attempts to fix the cost of materials components in its agreements with contractors, in cases where
demand for steel, tiles and cement are high or when there are shortages in supply, the contractors the
Company hires for construction or development work may be compelled to raise their contract prices. With
respect to electricity, higher prices generally result in a corresponding increase in the Company’s overall
development costs. As a result, rising costs for any construction materials or in the price of electricity will
impact the Company’s construction costs, cost of sales and the price for its products. Any increase in prices
resuiting from higher construction costs could adversely affect demand for the Company’s products and the

relative affordability of such products, particularly as a mass housing developer. This could reduce the
Company’s profitability.

With regard to sales of subdivision house and lots, if the actuat cost of completing the development of a
particular project exceeds the Company’s estimates, any increase in cost is recorded as part of the cost of

sales of subdivision house and lots in the same project. This means that the cost of sales for future sales in
the same project will be higher.
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Availability of Suitable Land for Development

The Company meticulously selects the sites for its mass housing development projects, typically undergoing
a research process of anywhere from six {6} months to one (1) year before deciding to acquire land for its
contemplated developments. After initializing projects in the Visayas and Mindanao, the Company is
currently looking to expand its footprint in Luzon, and also the Metro and Greater Manila areas. To this
end, the Company is currently examining its options for the acquisition of parcels of land in these areas.
The Company selects the location of its developments based on numerous factors, such as proximity to
public transportation hubs and employment areas, as well as vicinity to retail and other commercial
establishments, among others. That said, properties which meet all these criteria may not be available for
the price the Company is willing to pay, or the Company may encounter competing offers from other
developers who may have more resources at their disposal. If the Company is unable to acquire or select
the optimal parcels of land for its development projects and expansion plans or is unable to successfully

grow and manage its land bank, its ability to meet its revenue and grawth targets may be adversely
affected.

Demand for Residential Properties

The Company has benefited from greater demand for residential properties resulting from, among other
factors, growth of the Philippine economy, increasing number of Filipinos investing in the Philippine rea!
estate market, strong levels of OFW remittances and increasing demand from expatriate Filipinos. In
addition, the Company has also benefited specifically from the underserved backlog for mass housing in the
Philippines in recent years. The increased demand for residential properties has been a significant factor in
the Company’s increased revenues and profits over the last three (3) years. In response to these
developments, the Company has further increased the number of mass housing development projects. The
Company has also begun to offer new mass housing residential products, such as condominiums, to address
potential demand from specific target markets. It is unclear whether the demand for housing in the
Philippines will remain high or continues to grow, or whether the demand for the Company’s products will
reach the levels anticipated by the Company. Negative developments with respect to demand for housing
in the Philippines would in turn have a negative effect on the Company’s operational results. Conversely,

positive developments in housing demand would likely positively contribute to the Company's operational
resuits as observed in the past.

Critical Accounting Policies

Critical accounting policies are those that are both (i) relevant to the presentation of the Company’s
financial condition and resuits of operations and (i) require management’s most difficult, subjective or
complex judgments, often os a result of the need to make estimates about the effect of matters that are
inherently uncertain. As the number of variables and assumptions affecting the possible future resolution of
the uncertainties increase, those judgments become even more subjective and complex. To provide an
understanding of how the Company’s management forms its Jjudgments about future events, including the
variables and assumptions underlying its estimates, and the sensitivity of those judgments to different
circumstances, the critical occounting policies discussed below have been identified. While the Company
believes that alf aspects of its financial statements should be studied and understood in assessing its current
and expected financial condition and results of operations, the Company believes that the Jollowing critical

accounting policies warrant particular attention, For more information, see Notes 5 and 6 to the Company’s
2013 Audited Consolidated Financial Statements.

For information on the Company’s significant accounting policies and significant accounting judgments and
estimates, see Notes 2 and 3 to the Company’s 2013 Audited Consolidated financial statements.
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DESCRIPTION OF CONSOUDATED STATEMENTS OF COMPREHENSIVE INCOME LINE ITEMS

The following table sets forth details for the Company’s sales and other income line items for the periods
indicated.

2012 2013 2014
2 2 2

{Audited)

{millions)
REVENUE ... vsse et e s sernes 3,877.6 5,433.1 7,792.5
Cost of Sales and Services .......cocoeeeeiieeenerenennns (1,248.8) (1,967.7) {3,134.9)
Gross Income ............ S, S 2,428.8 3,465.4 4,657.6
Operating EXpenses.........coueve v icnsneans {694.8) (1,176.2) (1,580.8)
Net Operating INCoOme. ... cceeeneee e 1,734.0 2,289.2 3,076.8
FINANCE COSES ..t siceisencsvrsmesnscsessesnenens . {215.5) {406.5) (396.4)
Other INCOME ......oereeeecrrn e se s reeeseaeee 235.2 558.8 933.4
Income before Income Tax.................. revsmrereens 1,753.7 2,441.5 3,613.8
Provision for Income TaX........cocoeeceerenvniarinns (49.2) {(257.8) (304.7)
Net Income ............. S S 1,704.5 2,183.7 3,309.1
Other Comprehensive Loss...........ccocoeeveenevnnenn. - (1.4) {2.1)
Total Comprehensive Income................. rrerenins 1,704.5 2,182.3 3,307.0

Revenue

The Company’s revenue primarily comprise of those received from its sales of low-cost Mass Housing units
and subdivision lots and medium-rise building housing units, rental services and other incidental income
refating to its real estate operations, as well as revenues derived from its timeshare and hotel operations.

Cost of Sales and Services

Cost of sales and services comprise (i) the Company’s costs of sales from its low-cost Mass Housing sales of
housing units and subdivision lots, costs of sales from sales of MRB condominium units and costs of sales

from sales of timeshares; (ii} cost of rental services; and (iii) the Company’s costs of services from its hotel
operations (including room and food and beverage sales}).

Operating Expenses

Operating expenses generally inciude selling and administrative costs that are not directly attributable to
the services rendered. Operating expenses of the Company comprise expenses related to marketing and
selling, documentation, taxes and licenses, salaries and em pioyment benefits, write-off of assets, provisions
for impairment losses, management and professional fees, communication, light and water, provisions for
probable losses, security, messengerial and janitorial services, depreciation and amortization,
transportation and travel, repairs and maintenance, rent, entertainment, amusement and representation,
supplies, provisions for write-down, subscription dues and fees and miscellaneous expenses (such as
extraordinary documentation expenses, liquidation and donation expenses, as well as other expenses),

Finance Costs

Finance costs comprise costs associated with the Company’s borrowings, accretion of interest, bank
charges and net interest expense on its pension obligations.
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Other Income

Other income comprises the Company’s interest income from its instaliment contract receivables, cash in
bank and long-term investments. Other income of the Company also comprises income from water supply,
gain on repossession of delinquent units and associated penalties, rent income, collection service fees and
other miscellaneous income {such as gain from sales cancellations, retrieval fees, association due and
transfer fee}. The Company also recorded other gains and losses such as a gain from the sale of unquoted
debt security classified as loans, and other expenses such as a loss on the sale of a subsidiary.

Provision for Income Tax

Provision for income tax comprises the Company’s provisions for regular and minimum corperate income
taxes, final taxes to be paid as well as provision for deferred income tax recognized,

Results of Operations

Year ended December 31, 2014 compared to year ended December 31, 2013

Revenue

For the year ended December 31, 2014, the Company recorded consolidated revenue of #7,792.5 million,
an increase of 43.4% from consolidated sales of 85,433.1 million recorded for the year ended December 31,
2013. The increase was mainly attributable to increased real estate sales, rental income and timeshare and
hotel operations. The Company’s real estate sales generated £7,608.2 million in revenues for the year
ended December 31, 2014, an increase of 43.5% from the #5,303.3 million in revenues recorded for the
year ended December 31, 2013. The improvement was mainly due to an increase in the number of units
sold during the year, supported by the growing nationwide market acceptance of the Company’s CTS Gold
program, as well as price increases. The Company’s rental income generated 839.2 million in revenues for
the year ended December 31, 2014, an increase of more than 5 times from the 86.5 million rental income
for the year ended December 31, 2013. The increase was mainly due to existing rental contracts of the

acquired lot in Ortigas, which as part of acquisition terms will be for the account of the Company until the
subject contracts expire.

Cost of Sales and Services

The Company’s consolidated cost of sales and services for the year ended December 31, 2014 was R3,134.9
million, an increase of 57.6% from consolidated cost of sales and services of #1,988.6 million recorded for
the year ended December 31, 2013. The increase was mainly attributable to increases in costs of real estate
operations, consistent with the sales growth of these segments. The Company’s real estate operations
recorded #3,052.6 million in costs for the year ended December 31, 2014, an increase of 59.4% from the
$1,914.8 million in costs recorded for the year ended December 31, 2013. The increase was mainly due to
higher sales of housing units and subdivision lots. The Company’s timeshare and hotel operations recorded
#56.1 million in costs for the year ended December 31, 2014, an increase from the 852.2 million in costs for

the year ended December 31, 2013. This growth was generally consistent with the higher revenue from
timeshare and hotel operations for 2014.

Gross income

The Company’s consolidated gross income for the year ended December 31, 2014 was 84,676.7 million, an
increase of 35.8% from consolidated gross income of R3,444.5 million recorded for the year ended
December 31, 2013. The Company’s gross income margin for the year ended December 31, 2014 was 60%,
compared to a gross income margin of 63% recorded for the year ended December 31, 2013. The Company

attributes its strong and steady gross income margin to its sound internal financial planning policies with
respect to landbank acquisition and project budgeting process.
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Operating Expenses

For the year ended December 31, 2014, the Company recorded consolidated operating expenses of
#1,580.8 million, an increase of 36.8% from consolidated operating expenses of #1,155.3 million recorded
for the year ended December 31, 2013. The increase was mainly attributable to higher marketing and

selling expenses, taxes and licenses, write-offs of assets, provisions for impairment losses and
miscellaneous expenses.

Marketing and selling expenses. The Company’s consolidated marketing and selling expenses were
£542.4 million for the year ended December 31, 2014, an increase of 76.7% from the #307.0 million
recorded for the year ended December 31, 2013. The increase was mainly due to sales

commissions paid to the Company’s agents and unit managers, as well as increased media
advertisements and expenses.

Taxes and licenses. The Company’s consolidated expenses related to taxes and licenses were
8117.7 million for the year ended December 31, 2013, a 13.7% increase from the 8103.6 million
consolidated taxes and licenses expenses recorded for the year ended December 31, 2013. The
increase was mainly due to increased taxes on new projects launched in 2014.

Provision for probable losses. The Company’s consolidated provision for probable losses were B86.2
million for the year ended December 31, 2014, compared to consolidated provision for impairment
of #26.3 miltion for the year ended December 31, 2013. The increase was mainly due to provision

made in relation to increased past due receivables in 2014. The Company already tightened its
credit checking parameters to address this.

Net Operating income

The Company’s consolidated net operating income for the year ended December 31, 2014 was 83,076.8
million, an increase of 34.4% from consolidated net operating income of 82,285.2 million recorded for the
year ended December 31, 2013. The Company’s consolidated net operating margin was 39% for the year
ended December 31, 2014, compared to a consolidated net operating margin of 42% for the year ended

December 31, 2013, as a result of higher operating expenses related mainly to provisions recorded during
the year.

Finance Costs

The Company’s consolidated finance costs for the year ended December 31, 2014 were #396.3 million, a
decrease of 2.5% from consolidated finance costs of 8406.5 million recorded for the year ended December

31, 2013. The decrease was mainly attributable to lower interest rate enjoyed by the Company from
creditor banks.

Other income

For the year ended December 31, 2014, the Company recorded consolidated other income of 8933.4
million, a 67.0% increase from #4558.8 million recorded for the year ended December 31, 2013. The increase
was mainly attributable to interest income on the Company’s higher level of installment contract
receivables under its CTS Gold program during the year, consistent with its higher sales volumes.

Income before income Tax

The Company’s consolidated income before income tax for the year ended December 31, 2014 was

#3,613.8 million, an increase of 48.0% from consolidated income hefore income tax of 82,441.5 million
recorded for the year ended Dacember 31, 2013.
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Provision for Income Tax

The Company’s consalidated provision for income tax for the year ended December 31, 2014 was #304.7

million, an increase from consolidated provision for income tax of #257.8 million recorded for the year
ended December 31, 2013.

Net Income

As aresult of the foregoing, the Company’s consolidated net income for the year ended December 31, 2014
was 83,309.1 million, an increase of 51.5% from consolidated net income of #2,183.7 million recorded for
the year ended December 31, 2013. The Company’s consolidated net income margin for the year ended

December 31, 2014 was 42%, compared to a consolidated net income margin of 40% for the year ended
December 31, 2013,

Year ended December 31, 2013 compared to year ended December 31, 2012

Revenue

For the year ended December 31, 2013, the Company recorded consolidated revenue of #5,433.1 million,
an increase of 40.2% from consolidated sales of 83,877.6 million recorded for the year ended December 31,
2012. The increase was mainly attributable to increased sales in the Company’s real estate operations and
timeshare and hotel operations businesses. The Company’s real estate operations generated £5,303.3
million in revenues for the year ended December 31, 2013, an increase of 40.2% from the #3,783.1 miflion
in revenues recorded for the year ended December 31, 2012. The improvement was mainly due to an
increase in the number of units sold during the year, supported by the growing nationwide market
acceptance of the Company’s CTS Gold program, as well as price increases. The Company’s timeshare and
hotel operations generated £129.8 million in revenues for the year ended December 31, 2013, an increase

of 37.4% from the R94.5 million in revenues from the timeshare and hotel operations segment recorded for
the year ended December 31, 2012.

Cost of 5ales and Services

The Company’s consolidated cost of sales and services for the year ended December 31, 2013 was B1,988.6
million, an increase of 35.7% from consolidated cost of sales and services of #1,464.9 million recorded for
the year ended December 31, 2012. The increase was mainly attributable to increases in costs of sales in
the Company’s real estate operations and timeshare and hotel operations, consistent with the sales growth
of these segments. The Company’s real estate operations segment recorded #1,914.8 million in costs of
sales and services for the year ended December 31, 2013, an increase of 35.0% from the 8#1,418.7 million in
costs of sales and services recorded for the year ended December 31, 2012. The increase was mainly due to
higher sales of housing units and subdivision lots. The Company’s timeshare and hotel operations segment
recorded R52.2 million in costs of sales and services for the vear ended December 31, 2013, an increase

from the #29.9 million in costs of sales and services from the timeshare and hotel operations segment
recorded for the year ended December 31, 2012,

Gross Income

The Company’s consolidated gross income for the year ended December 31, 2013 was #3,444.5 million, an
increase of 42.8% from consolidated gross income of $2,412.7 million recorded for the year ended
December 31, 2012. The Company’s gross income margin for the year ended December 31, 2013 was 64%,
compared to a gross income margin of 63% recorded for the year ended December 31, 2012. The Company

attributes its strong and steady gross income margin to its sound internal financial ptanning policies with
respect to landbank acquisition and project budgeting process.

57



Operating Expenses

For the year ended December 31, 2013, the Company recorded consolidated operating expenses of
£1,155.3 million, an increase of 70.4% from consolidated operating expenses of R677.9 miflion recorded for
the year ended December 31, 2012. The increase was mainly attributable to higher marketing and selling

expenses, taxes and licenses, write-offs of assets, provisions for impairment losses and miscellaneous
expenses,

Marketing and selling expenses. The Company’s consolidated marketing and seliing expenses were
#307.0 million for the year ended December 31, 2013, an increase of 55.5% from the R197.4 million
recorded fer the year ended December 31, 2012. The increase was mainly due to sales
commissions paid to the Company’s agents and unit managers, as well as increased media
advertisements and expenses related to marketing efforts in shopping malls.

Taxes and licenses. The Company’s consolidated expenses related to taxes and licenses were
#103.6 million for the year ended December 31, 2013, a 166.9% increase from the £38.8 million
consolidated taxes and licenses expenses recorded for the year ended December 31, 2012. The

increase was mainly due to increased taxes on capital stock increases and share swaps in relation to
the Company’s corporate reorganization in 2013,

Write-off of assets. The Company recorded consolidated write-off of assets of B64.9 million for the
year ended December 31, 2013, pertaining to one-time write-offs of receivables in the form of
advances to the Company’s marketing managers to assist in their selling effarts, as well as advances
made to managers who had since ceased to be affiliated with the Company.

Provision for impairment losses. The Company’s consolidated provision for impairment iosses were
B58.4 million for the year ended December 31, 2013, compared to consolidated provision for
impairment of #2.1 million for the year ended December 31, 2012. The increase was mainly due to

pravision made in relation to certain advances to contractors for equipment purchases for the
Company's development projects.

Miscellaneous expenses. The Company’s miscellaneous expenses were P56.3 million in the year
ended December 31, 2013, compared to miscellaneous expenses of P13.2 million in the year ended
December 31, 2012. The increase was mainly due to additional documentation and receivables

liquidation expenses incurred during the year, such as those related to releasing titles and acquiring
permits.

Net Operating Income

The Company’s consolidated net operating income for the vear ended December 31, 2013 was 82,2892
million, an increase of 32.0% from consolidated net operating income of 81,734.8 million recorded for the
year ended December 31, 2012. The Company’s consolidated net operating margin was 42%, compared to
a consolidated net operating margin of 45% for the year ended December 31, 2012, as a result of higher
operating expenses related mainly to write-offs and provisions recorded during the year.

Finance Costs

The Company’s consolidated finance costs for the year ended December 31, 2013 were 84056.5 million, an
increase of 88.6% from consolidated finance costs of 8216.3 million recorded for the year ended December
31, 2012. The increase was mainly attributable to interest expense resulting from the Company’s short-
term and iong-term loans entered into during the year to support its operations.
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Other income

For the year ended December 31, 2013, the Company recorded consolidated other income of 85588
million, an increase of 137.6% from the consolidated other income of $235.2 million recorded for the year
ended December 31, 2012, The increase was mainly attributable to interest income on the Company’s

higher level of instaliment contract receivables under its CTS Gold program during the year, consistent with
its higher sales volumes.

income before Income Tax

The Company’s consolidated income before income tax for the year ended December 31, 2013 was

#2,441.5 miilion, an increase of 39.2% from consolidated income before income tax of #1,753.7 million
recorded for the year ended December 31, 2012.

Provision for Income Tax

The Company’s consolidated provision for income tax for the year ended December 31, 2013 was K257.8
million, an increase from consolidated provision for income tax of B49.2 million recorded for the year
ended December 31, 2012. The increase was mainly attributable to the increase in consolidated net

deferred tax liability recognized during the year largely as a result of the belated Government approval of
BOI accreditation for certain of the Company’s projects.

Net Income

As aresult of the foregoing, the Company’s consolidated net income for the year ended December 31, 2013
was 82,183.7 million, an increase of 28.1% from consolidated net income of &1,704.5 million recorded for
the year ended December 31, 2012. The Company’s consolidated net income margin for the year ended

December 31, 2013 was 40%, compared to a consolidated net income margin of 44% for the year ended
December 31, 2012.

Financial Position

As at December 31, 2014 compared to as at December 31, 2013

Assets
Cash on Hand and in Banks

The Company’s consolidated cash on hand and in banks were #605.1 million as at December 31, 2014, an

increase of 143.0% from consolidated cash on hand and in banks of 8249.0 million as at December 31,
2013.

Current portion of trade and other receivables

The Company’s consolidated current portion of trade and other receivables were 8947.6 million as at

December 31, 2014, a 76.4% increase from consolidated current portion of trade and other receivables of
#537.1 million as at December 31, 2013.

Inventories

The Company’s consotidated inventories were #3.078.1 million as at December 31, 2014, an increase of
37.2% from consolidated inventories of £2,243.6 million as at December 31, 2013. The increase was due
mainly to the reclassification of lands previously classified as held for future development to inventories
subsequent to the commencement of construction of development projects on such land.
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Due from related parties

The Company’s consolidated due from related parties were #133.4 million as at December 31, 2014, a
decrease of 74.2% from consolidated due from related parties of 8517.5 million as at December 31, 2013.

The decrease was attributable primarily to managed intercompany advances made to affiliated entities
during the year.

Other current assets

The Company’s consolidated other current assets were 8572.8 million as at December 31, 2014, an increase
of 67.4% from consolidated other current assets of #342.1 million as at December 31, 2013, primarily due
to increased advances to contractors in relation to construction of the Company’s development projects.

Trade and other receivables — net of current portion

The Company’s consolidated trade and other receivables-net of current portion were #13,477.1 million as
at December 31, 2014, an increase of 42,3% from consolidated trade and other receivables-net of current
portion of 89,473.8 million as at December 31, 2013. This increase was due mainly to higher receivables

under the Company’s CTS Gold program, in line with its higher sales which increased by 29.5% from 5,687
units as of December 31, 2013 to 7,191 units as of December 31, 2014.

Land held for future development

The Company’s consolidated land held for future development was 86,527.0 million as at December 31,
2014, an increase of 72.5% from consolidated land held for future development of #3,784.7 million as at

December 31, 2013, as the Company acquired certain real properties as part of its landbank maintenance
activities.

Property and equipment

The Company’s consolidated property and equipment was 8227.1million as at December 31, 2014, an
increase of 8.7% from consolidated property and equipment of 8208.9 million as at December 31, 2013.

Investment properties

The Company’s consolidated investment properties were 8296.3 million as at December 31, 2014, an
increase of 108.8% from consolidated investment properties of £141.9million as at December 31, 2013.

Other noncurrent gssets

The Company’s consolidated other noncurrent assets were 8126.9 million as at December 31, 2014, an
increase of 8.5% from consolidated other noncurrent assets of 8117.0 million as at December 31, 2013.

Liabilities
Current portion of trade and cther payables

The Company’s consolidated current portion of trade and other payables were #2,225.8 million as at

December 31, 2014, a decrease of 24.2% from consolidated current portion of trade and other payables of
82,937.7 million as at December 31, 2013.
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Current portion of loans payable

The Company’s consolidated current portion of loans payable were 82,380.8 million as at December 31,

2014, a decrease of 28.6% from the consolidated current portion of loans payable of £3,332.3 million as at
December 31, 2013.

Deposits from customers

The Company’s consolidated deposits from customers were &274.4 million as at December 31, 2014, an
increase of 475.3% from consolidated deposits from customers of #47.7 million as at December 31, 2013.

Due to related parties

The Company's consolidated due to related parties were 8369.0 million as at December 31, 2014, an
increase from consolidated due to related parties of #172.8 miltion as at December 31, 2013.

Income tax payable

The Company’s consolidated income tax payable was 8137.3 million as at December 31, 2014, an increase
from consolidated income tax payable of 831.2 million as at December 31, 2013.

Trade and other payables - net of current portion

The Company’s consolidated trade and other payables - net of current portion were 818.3 million as at

December 31, 2014, a decrease from consolidated trade and other payables - net of current portion of
#263.1 million as at December 31, 2013.

Loans payable - net of current portion

The Company’s consolidated loans payable - net of current portion was #6,453.1 million as at December 31,
2014, a 62.1% increase from consolidated loans payable - net of current portion of #3,980.6 million as at
December 31, 2013. The Company entered into additional foan transactions during the course of the year
to fund its installment contract receivables under the CTS Gold program.

Deferred tax liability
The Company’s consolidated deferred tax liability was 8398.8 million as at December 31, 2014, an increase
from consolidated deferred tax liability of B254.3 million as at December 31, 2013. This deferred tax liability

was attributable to provision for income tax resulting from the delay in the income tax holiday
accreditation for certain Company projects. Accreditation for these projects have since been obtained.

As at December 31, 2013 compared to as at December 31, 2012

Assets

Cash on Hand and in Banks

The Company’s consolidated cash on hand and in banks were #249.0 million as at December 31, 2013, an
increase of 38.1% from consolidated cash on hand and in banks of $180.3 million as at December 31, 2012.

Current portion of trade and other receivables

The Company’s consolidated current portion of trade and other receivables were 8537.1 million as at

December 31, 2013, a slight decrease from consolidated current portion of trade and other receivables of
#537.2 million as at December 31, 2012.
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Inventories

The Company’s consolidated inventories were #2,243.6 million as at December 31, 2013, an increase of
10.0% from consolidated inventories of 82,040.5 million as at December 31, 2012. The increase was due
mainly to the reclassification of lands previously classified as held for future development to inventorias
subsequent to the commencement of construction of development projects on such land.

Due from related parties

The Company’s consolidated due from related parties were #517.5 million as at December 31, 2013, an
increase of 251.1% from consolidated due from related parties of 8147.4 million as at December 31, 2012,

The increase was attributable primarily to higher intercompany advances made to sharehoiders and
affiliated entities during the year.

Current portion of long-term investments

The Company’s consolidated current portion of long-term investments were nil as at December 31, 2013,

compared to consolidated current portion of long-term investments of &3.0 million as at December 31,
2012.

Other current assets

The Company’s consolidated other current assets were 8342.1 million as at December 31, 2013, an increase
of 149.5% from consolidated other current assets of #137.1 million as at December 31, 2012, primarily due
to increased advances to contractors in relation to construction of the Company’s development projects.

Trade and other receivables — net of current portion

The Company’s consolidated trade and other receivables-net of current portion were 89,473.8 million as at
December 31, 2013, an increase of 114.3% from consolidated trade and other receivables-net of current
portion of 84,421.0 million as at December 31, 2012. This increase was due mainly to higher receivables

under the Company’s CTS Gold program, in line with its higher sales which increased by 29.5% from 4,107
units as of December 31, 2012 to 5,687 units as of December 31, 2013.

Land held for future development

The Company’s consolidated land held for future development was &3,784.7 million as at December 31,
2013, an increase of 274.5% from consolidated land held for future development of #1,010.5 million as at

December 31, 2012, as the Company acquired certain real properties as part of its landbank maintenance
activities.

Property and equipment

The Company’s consolidated property and equipment was #208.9 million as at December 31, 2013, an
increase of 42.2% from consolidated property and equipment of 8146.9 million as at December 31, 2012,

Investment properties

The Company’s consolidated investment properties were 8141.9 million as at December 31, 2013, a
decrease of 0.3% from consolidated invesiment properties of £142.4 mitlion as at December 31, 2012.
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Other noncurrent assets

The Company’s consolidated other noncurrent assets were 8117.0 miflion as at December 31, 2013, an
increase of 43.4% from consolidated ather noncurrent assets of 881.6 million as at December 31, 2012.

Liabilities
Current portion of trade and other payables

The Company’'s consolidated current portion of trade and other payables were #2,937.7 million as at
December 31, 2013, an increase of more than 82.0 billion from consolidated current portion of trade and
other payables of 8617.7 million as at December 31, 2012. The increase was mainly attributable to the
unpaid purchase price on certain land acquired by the Company (see “~Capital Expenditures”), as well as
higher payables to contractors in relation to the construction of the Company’s development projects.

Current portion of loans payable

The Company's consolidated current portion of loans payable were 83,332.3 million as at December 31,

2013, more than twice the consolidated current portion of loans payable of B1,257.7 million as at
December 31, 2012,

Depaosits from customers

The Company’s consolidated deposits from customers were &47.7 million as at December 31, 2013, a
decrease from consolidated deposits from customers of 8104.9 million as at December 31, 2012.

Due to related parties

The Company’s consofidated due to related parties were £172.8 miliion as at December 31, 2013, an
increase from consolidated due to related parties of 857.2 milfion as at December 31, 2012.

fncome tax payable

The Company’s consolidated income tax payable was 831.2 million as at December 31, 2013, an increase
from consolidated income tax payable of #13.9 million as at December 31, 2012.

Trade and other payables - net of current portion

The Company’s consolidated trade and other payables - net of current portion were £263.1 million as at

December 31, 2013, a decrease from consolidated trade and other payables - net of current portion of
8499.9 million as at December 31, 2012.

Loans payable - net of current portion

The Company’s consolidated loans payable - net of current portion was R3,980.6 million as at December 31,
2013, a 71.8% increase from consolidated loans payabie - net of current portion of #2,316.8 million as at

December 31, 2012. The Company entered into additional foan transactions during the course of the year
to fund its installment contract receivables under the CTS Goid program.

Deferred tax liability

The Company’s consolidated deferred tax fiability was 8254.3 million as at December 31, 2013, an increase
from consolidated deferred tax liability of 831.8 miilion as at December 31, 2012. This deferred tax liability
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was attributable to provision for income tax resulting from the delay in the income tax holiday
accreditation for certain Company projects. Accreditation for these projects have since been obtained.

Liquidity and Capital Resources

The Company mainly relies on the following sources of liquidity: {1) cash flow from operations, (2) cash
generated from the sale or transfer of receivables to private financial institutions such as banks or to
government housing related institutions such as the Home Development Mutual Fund (“Pag-iBIG”), and (3)
financing lines provided by banks. The Company knows of no demands, commitments, events, or
uncertainties that are reasonably likely to result in a material increase or decrease in liquidity. The
Company is current on ali of its loan accounts, and has not had any issues with banks to date. The Company

does not anticipate having any cash flow or liquidity problems over the next 12 months. The Company is
not in breach or default on any ioan or other form of indebtedness.

The Company expects to meet its operating assets and liabilities, capital expenditure, dividend payment
and investment requirements for the next 12 months primarily from its operating cash flows, borrowings
and proceeds of the Primary Offer, It may also from time to time seek other sources of funding, which may
include debt or equity financings, depending on its financing needs and market conditions.

Cash Flows

The following table sets forth selected information from the Company’s consolidated statements of cash
flows for the periods indicated:

For the years ended December 31,

2012 2013 2014
L » *
(Audited}
{millions)
Net Cash Used in Operating Activities ..... (1,504.7) (1,985.3) {(2,159.8)
Net Cash Used in Investing Activities....... (377.8) (1,266.2) (4,120.8)
Net Cash Provided by Financing
ACHIVILIES oot 1,812.1 3,320.2 . 6,636.7
Net Increase (Decrease) in Cash an
Hand and in Banks.........cccoeeevvveneronen. (70.4} 68.7 356.1
Cash on Hand and in Banks at
Beginning of Year...........ccoceveeeeennn... . 250.7 180.3 249.0
Cash on Hand and in Banks at End of
| L= | R *1803 mm ﬂ

Cash flow used in operating activities

The revenue generated from its operations, primarily the sale of residential housing units, subdivision lots
and MRB condominium units, primarily affects the Company’s consolidated net cash used in operating
activities. The Company’s consolidated net cash used in operating activities were #1,985.2 million and
£2,159.8 million for the years ended December 31, 2013 and 2014, respectively.

For the year ended December 31, 2014, consolidated net cash flow used in operating activities reflected
cash used in the Company’s operations.
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Cash flows used In investing activities

Consolidated net cash flow used in investing activities for the years ended December 31, 2013 and 2014
were $1,266.2 million and £4,120.8 million, respectively.

For the year ended December 31, 2014, consolidated net cash flow used in investing activities reflected
acquisitions of land for future development, as well as purchases of property and equipment.

Cash flow provided by financing activities

Consolidated net cash flow provided by financing activities for the years ended December 31, 2013 and
2014 were #3,320.2 million and P6,626.7 million, respectively.

For the year ended December 31, 2014, consolidated net cash flow provided by financing activities was

attributable mainly to the proceeds from the Company’s availment of loans during the year and an Issuance
of shares, as offset by certain loan repayments.

Capital Expenditures

The Company’s capital expenditures for the years ended December 31, 2013 and 2014 were #84.2 million

and $60.4 million, respectively. The table below sets forth the primary capital expenditures of the Company
over the same periods.

For the years ended December 31,

2012 2013 2014
. » »

{Audited)

{millions)
(31T OO - 53.8 -
BUIldINg ....cooccrvrriiinrieinenrierenserseneeseesmenneas 6.8 2.8 0.2
Land improvements ....ueeeeiecennereresnnees - 0.8 -
Leasehold improvements...........cccoveenn... 1.9 11 3.0
Furniture and fixtures ........ccccccevvirverenennns 3.0 6.4 6.0
Machineries and equipment..........ccocceeneee 0.6 8.5 333
Transportation vehicles.............ccccecvern 25.2 7.3 %
Construction-in-progress ........cuwevevvereeens - 1.2 0.2
Waterlines......ccoveivrenncenesceneenseee rereanens - - 2.8
Total capital expenditures........................ 375 819 59.6

On March 18, 2014, the Company, through 8990 Housing, entered into a contract with San Miguel
Corporation to purchase a block of land (including improvements thereon} with an aggregate area of 31,
675 5q. m. located in Cebu City for a total contract price of $174,212,500. On the same date, the Company
paid a down payment representing 20.0% of the total contract price. The Company wilt pay the remaining
80.0% of the contract price in 24 equal monthly amortizations. Aside from the transaction described above,

the Company has no further pending acquisitions. However, the Company is continucusly evaluating
available properties for sale,

The Company through 8990 Housing purchased 8.4-hectare land in Tondo, Manila in June 25, 2014 via
purchase of shares of stocks from Tondo Hoidings, Inc. and Euson Realty and Development Corporation.
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In May 19, 2014, the Company through 8990 Housing purchased a lot in Muntinlupa City from Modernland

Corporation, a refated company. The land is with an area of 1,245 square meters. The Company plans to
develop medium-rise condominium in this jot,

The Company also purchased 15-hectare property in Marilao, Bulacan from Vitarich Corporation in 2014.

Aside from the items described in the previous three paragraphs, the Company has no other material
commitments for capital expenditure.

Contractual Obligations and Commitments

The following table sets forth the Company’s consolidated contractual obligations and commitments as of
December 31, 2014:

Contractual Obligations and Commitments
Principal Payments Due by Period

{P millions)
Total 2015 2016-2019  After 2019

Long-term debt obligations................cceeeee. 6,996.7 458.9 6,537.8 -
Short-term debt okligations...........cc.coeereee 1,837.2 1,837.2 - -
Operating leases......coc.coreereenveriesnsnccsnsnesnens 5.0 5.0 - -
TOtA] .o e 8,838.9 2,301.1 6,537.8 -

A RN BT SRR
Nates
(1) Lease obligation only pertains to 8990 Holdings, Inc. on a standalone basis. Lease contracts of other

entities are cancellabie.

a standalone basis. Lease contracts of other entities are concellable,
Key Performance indicators

The table below sets forth key performance indicators for the Company for the years ended December 1,
2013 and 2014.

As of December 31, 2014 As of Decambaer 31, 2013
Key Performance Indicators Unaudited Audited
Current Ratio 0.84 0.60
Book Value Per Share 2.70 1.42
Debt to Equity Ratio 0.82 1.67
Asset to Equity Ratio 1.82 2.67
Asset to Debt Ratio 221 1.60
Interest Coverage Ratio 10.14 7.04
Gross Income 60.01% 63.78%
EBITDA Margin 51.96% 52.83%
Net Income Margin 42.42% 40.17%

Debt Obligations and Facilities

As of December 31, 2014, the Company’s total outstanding indebtedness was #8.8 billion, comprised of
various short-term and long-term loans mainly from local banks, with interest rates ranging from 3.5% to
6.0% per annum in 2014. The Company’s interest rates are either subject to annual repricing or at variable
rates. The Company’s loans payable have maturities ranging from three months to five years, and are

typically secured by receivables under its CTS Gold program, land held for future development, inventories
and various properties of the Company.

66



The Company entered into further financing arrangements in 2014 to fund the balance of its purchase of a
13-hectare property situated in Ortigas Avenue Extension, Barangay Rosario, Pasig City, Metro Manila.

Acceleration of Financial Obligations

There are no known events that could trigger a direct or contingent financial obligation that would have a
material effect on the Company’s liquidity, financial condition and results of operations.

Off Balance Sheet Arrangerments

As of the date of this report, the Company has no material off-balance sheet transactions, arrangements,
and obligations. The Company also has no unconsolidated subsidiaries.

Income or Losses Arising Outside of Continuing Operations

The Company has no sources of income or loss coming from discontinued operations. All of its Subsidiaries

are expected to continue to contribute to the Company’s operating performance on an ongoing basis
and/or in the future.

Qualitative and Quantitative Disclosure of Market Risk

Credit Risk

The Company is exposed to credit risk from its in-house financing program. Credit risk is the risk of loss that
may occur from the failure of a customer to abide by the terms and conditions of the customer’s financial
contract with the Company, principally the failure to make required payments on amounts due to the
Company. The Company attempts to mitigate credit risk by measuring, monitoring and managing the risk
for each customer seeking to obtain in-house financing. The Company has a structured and standardized
credit approval process, which includes conducting background and credit checks on prospective buyers
using national credit databases and, where feasible, conducting physical verification of claims regarding
residences and properties owned. from time to time, the Company utilizes its receivables rediscounting
lines with banks and other financial institutions with its contracts receivables as collateral (“with recourse”
transactions) and/or sells installment contract receivables on a “without recourse” basis.

Liguidity Risk

The Company faces the risk that it will not have sufficient cash flows to meet its operating requirements
and its financing obligations when they come due.

To better manage its liquidity risk as well as improve its cash conversion cycle, the Company currently has
take-out arrangements with PAG-IBIG where it will transfer its receivables under the CTS Gold program
within four (4) years in exchange for cash. The Company has submitted to PAG-IBIG approximately four
thousand seven hundred (4,700) CTS receivables equivalent to approximately PhP4 billion. These accounts
are currently being processed by PAG-IBIG, and at various stages of cycle completion. The acceptance or
rejection of a CTS receivable by PAG-IBIG is based on certain guidelines of PAG-IBIG such as employment,
number of contributions made by the homeowner/PAG-IBIG member, net disposable income, etc, The
Company believes that substantially all of its requests for take-outs have been accepted by PAG-IBIG.

In addition, the Company also pursues various sustainable strategies to better manage its liquidity profile.

These include the sale to institutions (such as banks or government housing agencies) or the securitization
of portions of the Company’s receivables portfolio.
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Interest Rate Risk

Fluctuations in interest rates could negatively affect the margins of the Company in respect of its sales of
receivables and could make it more difficult for the Company to procure new debt on attractive terms, or at

all. The Company currently does not, and does not plan to, engage in interest rate derivative or swap
activity to hedge its exposure to increases in interest rates,

Fluctuations in interest rates also have an effect on demand for the Company’s products. As most of the
Company’s customers obtain some form of financing for their real estate purchases, interest rate levels

could affect the affordability and desirability of the Company’s subdivision lots and housing and
condominium units.

Commodity Risk

As a property developer, the Company is exposed to the risk that prices for construction materials used to
build its properties (including, among others, cement and steel) will increase. These materials are global
commodities whose prices are cyclical in nature and fluctuate in accordance with global market conditions.
The Company is exposed to the risk that it may not be able to pass its increased costs to its customers,
which would lower the Company’s margins. The Company does not engage in commodity hedging, but
attemnpts to manage commodity risk by requiring its construction and development contractors to supply

raw materials for the relevant construction and development projects (and bear the risk of price
fluctuations).

Seasonality

There is no significant seasonality in the Company’s sales. Delinguencies on the Company’s receivables
from homebuyers tend to increase in the months of June and December. During these months, the
Company’s customers’ cash flows are impacted by the need to make tuition payments in June for their
children’s schooling and by Christmas Holiday-related expenditures in December. The Company mitigates
this seasonality in collections by instituting credit and collection policies that encourage homebuyers to
prioritize their amortization payments to the Company over other expenditures. These include incentives
(i.e. vouchers for school supplies or Christmas season shopping at local stores that are given to homebuyers
who are timely in their amortization payments) and remedial measures (i.e. fines for late amortization

payments}. For the most part, any spikes in delinquencies in June and December normalize in the
succeeding month or two as homebuyers catch up on their payments.

Item 7. Consolidated Financial Statements

Please see accompanying 2014 Audited Consolidated Financial Statements (“2014 AFS”}

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

Independent Public Accountants

For 2014, Sycip Gorres Velayo & Co. (SGV) remains as the Company’s independent External Auditor. SGV

initially rendered its services to the Company in 2012. Prior to commencement of SGV services, the
Company’s Independent External Auditor was Reyes Tacandong & Co.

The Company has not had any disagreements on accounting and financial disclosures with the independent
auditors. Both Reyes Tacandong & Co. and SGV & Co. have neither shareholdings in the Company nor any

right, whether legally enforceable or not, to nominate persons or to subscribe to securities issued by the
Company.
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Both independent auditors do not have and will not receive any direct or indirect interest in the Company

or in any of our securities (including options, warrants or rights thereof) pursuant to or in connection with
the Common Shares.

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.

Apart from the foregoing audit-related services, our independent auditors have not rendered tax,

accounting, compliance, advice, planning and other tax services for the Company within last two fiscal
years.

The 2014 audit of the Company is in compliance with paragraph (3)(b){iv) of Securities Regulation Code

Rule 68, as amended, which provides that the external auditor should be rotated, or the handling partner
changed, every five (5) years or earlier.

External Audit Fees

The following table sets out the aggregate fees billed for each of the last two years for professional services
rendered by SGV & Co., excluding fees directly related to the Offer.

2012 2013" 2014
i)
Audit and Audit-Related Fees™.............ccoumrunenn. 300,000 11,000,000 8,500,000
All Other Fees™ 30,000 1,100,000 850,000
TORAN st s b e e s ereens 330,000 12,100,000 9,350,000
L
(1) Audit and Audit-Related Fees. This category includes the audit of annual financial statements, review of interim financial
staternents and services that are normally provided by the independent auditor in connection with statutory and
regulatary filings or engagements for those calendar years,
{2) Al other fees above include out-of pocket expenses incidental to the independent auditors’ work, the amounts of which do
not exceed 15% of the agreed-upon engagement fees.
{3) Billed fees for the interim review engagement of the Company’s September 30, 2013 and June 30, 2013 interim

consolidated financial statements.

The Corporation did not engage the services of the External Auditors and has not paid any other fees,
except as stated above.

Audit and Risk Committee

The Audit and Risk Committee is composed of at least three members of the Board who have accounting
and finance backgrounds, at least one of whom is an independent director and another with audit
experience. The chair of the Audit and Risk Management Committee should be an independent director.

The Audit Committee has the foliowing functions:

{a) Assist 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 applicable
laws, rules and regulations;

{b) Provide oversight over the management's activities in managing credit, market, liquidity,
operational, legal and other risks of the Company. This function shall include receiving from
management of information on risk exposures and risk management activities;

(c) Perform oversight functions over the Company’'s internal and external auditors. It should ensure
that the internal and external auditors act independently from each other, and that both auditors
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(d)

{e]

(f)

{g)

(h)

()
(k}

{n

are given unrestricted access to all records, properties and personnel to enable them to perform
their respective audit functions;

Review the annual internal audit plan to ensure its conformity with the objectives of the Company.
The plan shall include the audit scope, resources and budget, necessary to implement it:

Prior to the commencement of the audit, discuss with the external auditor the nature, scope and
expenses of the audit, and ensure proper coordination if more than one audit firm is involved in the

activity to secure proper coverage and minimized duplication of efforts;

Organize an internal audit department, and consider the appointment of an independent internal
auditor and the terms and conditions of it engagement and removal;

Meonitor and evaluate the adequacy and effectiveness of the Company's internal control system,
including financiat reporting control and infarmation technology security;

Review the reports submitted by the internal and external auditors:

Review the quarterly, half-year and annual financial statements before their submission to the
Board, with particular focus on the following matters:

{i) Any changes in accounting policies and practices;

{ii) Major judgmental areas;

(i) Significant adjustments resulting from the audit:

{(iv} Going concern assumptions;

{v) Compliance with accounting standards; and

{vi) Compliance with tax, legal and regulatory requirements.

Coordinate, moniter and facilitate compliance with laws, rules and regulations;

Evatuate and determine the non-audit work, if any, of the external auditor, and review periodically
the nan-audit fees paid to the external auditor in relation to their significance to the total annual
income of the external auditor and to the Company's overall consultancy expenses. The Audit
Committee shall disallow any non-audit work that will conflict with his duties as an external auditor

or may pose a threat to his independence. The non-audit work, if allowed, should be disclosed in
the Company’s annual report;

Establish and identify the reporting line of the internal auditor to enabie him to properly fulfill his
duties and responsibilities. He shall functionally report directly to the Audit Committee. The Audit

Committee shall ensure that, in the performance of the work of the internal auditor, he shall be
free from interference by outside parties.

As of the date of writing, the Audit and Risk Management Committee is chaired by Ms. Artene C. Keh, while

Mr. Mariano D. Martinez, Jr., Mr. Luis N. Yu, Jr,, Mr, Ben Chan Wei Beng, and Mr. Dominic ). Picon serve as
its members.
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PART Il - CONTROL AND COMPENSATION INFORMATION

Item 9. Directors and Executive Officers

The overall management and supervision of the Company is undertaken by the Company's Board of
Directors. The Company’s executive officers and management team coopetate with its Board by preparing
appropriate information and documents concerning the Company’s business operations, financiat condition
and results of operations for its review. Pursuant to the Company’s current articles of incorporation, the
Board consists of thirteen {13) members. To date, two {2) members of the Board are independent directors.
Except for Mr. Manuel 5. Delfin, Jr. wha was elected to the Board on September 2, 2014, all of the directors
were re-elected at the Company’s annual shareholders meeting on luly 28, 2014 and will hoid office for a
period of one (1) year from their election and until their successors have been duly elected and qualified.

The table below sets forth each member of the Company's Board as of writing.

Name Age Nationality Position
Mariana D. Martinez, Jr. .. ... 60 Filipino Chairman of the Board

Januario lesus Gregorio 1l 53 Filipino President, CEO and Director
ALeRCIO ...

Luis N YU, 3t e, S5 Filipino Chairman Emeritus and Director
Anthony Vincent 5. Sotto ..... 39 Fitipino Director

Willibaldo 1. Uy.................... 56 Filipino Independent Director

Arlene C. Keh........................ 17 Filipino Independent Director

Manuel S. Delfin, Jr. 54 Filipino Director

Lowell L. Yu 38 Filipino Diractor

Raul Fortunato R, Rocha 62 Filipino Director

Richard L. Haosen 51 Filipino Director, Treasurer and Chief Financial Officer
lan Norman E. Dato 36 Filipino Director

Ben Chan Wei Beng 43 Malaysian Director

Dominic J. Picone 36 American Director

The business experience of each of the directors is set forth below.

Mariano D. Martinez, Jr.
Chairman of the Board

Mr. Martinez assumed chairmanship of the Cotnpany in September 2012. He is the President and CEO of
8990 Luzon Housing Development Corp. (2008 to present), and Ceres Homes, Inc. {2002 to present). He is
also the President of Kwantlen Development Corporation (2010 to present), and Fog Horn, Inc. (2004 to
present}. Mr. Martinez had previously held the pasition of President for Happy Wehl Management &
Collection Services Inc. (2008) and BP Waterworks Incorporated {1997). He is currently a Board Advisor to
the SHDA, the largest industry organization for real estate developers in the Philippines. He held the
positions of Chairman (2001-2002) and President {1999-2001) for the SHDA. Mr. Martinez holds a Bachelor
of Science in Business Management degree from De La Salle College {1976). Mr. Martinez has more than 30
years of experience managing and heading companies engaged in Mass Housing subdivision development.
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Januario Jesus Gregorio Il B. Atencio
President, CEO and Director

Mr. Atencio became the President, CEO and Director of the Company in September 2012. He is currently
the Chairman of Januarius Resources Realty Corporation. Mr. Atencio is also the President and CEQ of 8990
Housing Development Corporation, 8990 Commercial Management Corporation and DECA Wakeboard Park
(2005 to present). He holds directorship positions in eight (8) other real estate subsidiaries of 8990 Housing
Development Corporation. Mr. Atencio is presently a member of the HUDCC, the highest policy-making
body of the Government for shelter and human settlements, as a representative of the private sector. He
was the National President (2002 to 2003) and National Chairman {2003 to 2004), and currently a member
of the Board of Governors of the SHDA. Mr. Atencio completed the International Housing Finance Course at
Wharton School of Business, University of Pennsylvania, USA {2011), and the Applied Business Economics
Program (post-graduate) at the Center for Research and Communications (University of Asia and the
Pacific). He holds a Bachelor of Arts degree in Psychology from the Ateneo de Manila University. Mr.

Atencio has more than 20 years of experience managing and heading companies engaged in Mass Housing
subdivision development.

Luis N. Yu, Jr.
Chairman Emeritus and Director

Mr. Yu became a director of the Company in july 2012. Mr. Yu is the Founder and Chairman Emeritus of the
Company. Mr. Yu is also the Chairman Emeritus of IHoldings, inc. (2012 to present). He is also the Chairman
of 8990 Cebu Housing Development Corporation, 8990 Visayas Housing Development Corporation, 8990
Davao Housing Development Corporation, 8990 Mindanac Housing Development Corporation, 8390 lloilo
Housing Development Corporation and 8990 Luzon Housing Development Corporation {2009 to present),
8990 Housing Development Corporation (2006 to present), Ceres Homes, Inc. (2002 to present}, N&S
Homes, Inc. (1998 to present), L&D Realty Holdings, inc. {1998 to present), and Fog Horn {1994 to present).
Mr. Yu is currently the President of DECA Housing Corporation {1995 to present). Mr. Yu holds a Master in
Business Management degree from the Asian Institute of Management. Mr. Yu has more than 30 years of
experience managing and heading companies engaged in Mass Housing subdivision development.

Anthony Vincent S. Sotto
Director

Mr. Sotto became a director of the Company in August 2012. He is currently the General Manager of 8990
Housing Development Corporation (June 2012 to present). He is also a Partner at the Rosal Castillo Diaz
Bacalla Sotto and Fortuna Law Offices based in Cebu City (2011 to present). Prior to his current positions,
Mr. Sotta served as Assistant General Manager far 8990 Housing Development Corporation {2002 to June
2012), and as Associate lawyer at the Solic and Medina Law Offices {2001-20602). Mr. Sotto holds a Bachelor

of Laws (LI.B} degree from the University of the Philippines (2001), and a Bachelor of Arts in Political
Seience degree from the University of the Philippines-Cebu College {1997).

Willibaldo J. Uy
independent Director

Mr. Uy became an independent director of the Company in August 2012. Mr. Uy presently holds concurrent
positions with the Phinma Group of Companies. He is currently the President and CEO of Phinma Property
Holdings Corporation, President of Asian Plaza Inc., Senior Viee President of Philippine Investment
Management(Phinma), Inc., Executive Vice President of T-O Insurance Brokers, Inc., Vice President and
Treasurer of Mariposa Properties, Inc, Member of the Board of Directors/Trustees for Microtel
Development Corporation, Phinma BPO, Union Galvasteel Corporation, Trans-Asia Renewable Energy

72



Cotporation, Phinma Foundation, Inc. and Mariposa Foundation, Inc. Mr. Uy also holds the position of
President and Chairman of the Board of Rockwell Center Association, Inc. He is also the Managing Director
of CMTC International Marketing Corporation, Treasurer and Director for American Home Appliance
Marketing Corporation, la Becarre International Corporation, Harritex Industrial Corporation, Director of
Harrison [Industrial Corporation, Southeast Asia Tour and Travel Carporation, Emerald Headway
Distributors, Inc., Philippine Retirement, inc., the SHDA, SHDA Guaranty Funds, Inc., Microventures, Inc. and
Treasurer for Coalition for the Homeless Foundation, Inc. Mr. Uy completed the Executive Program from
the National University of Singapore and University of California, Los Angeles (1992). He has a Master in
Business Administration from the Ateneo Graduate School of Business (1986) and a degree of Bachelor of
Science in Marketing Management from the De La Salle University {1979).

Arlene C. Keh
independent Director

Ms. Keh became an independent director of the Company in August 2012. Ms. Keh hclds the position of
President of CG & E Holdings Corporation, Cypress Grove Estates Corporation, and CGE South Hills
Ventures, Incarporated. She is also the Managing Director of Ceres Homes, Incorporated, Director and
Treasurer of C-S Mansions and Development Corporation and Alabang Homes Condotel, Inc. Ms. Keh is a
member of the Board of Governors of the SHDA, consultant to the Board of Directors of SM Foundation,
Incorporated, and a member of the Board of Directors/Trustees of Foundation for Professional Training,
Inc., Asian Appraisal Company, Incorporated and Amalgamated Project Management Services, Inc. Ms. Keh
holds a Masters in Business Administration from the lL Kellogg Graduate School of Management,
Northwestern University, Chicago illinois, USA and the Hong Kong University of Science and Technology,
Clearway Bay, Hong Kong. She has a Bachelor of Science in Biology degree {Summa Cum laude) from the

University of the Philippines, where she also earned the Dean’s Medal for the Highest Academic
Achievement,

Manue! S. Delfin, Jr.
Director

Dr. Delfin is currently a partner in Allied Ophthalmic Consultants. He is also a consultant and the Vice-
Chairman of the Department of Ophthalmology in Manila Doctors Hospital. He is also a consultant in
Patients First Medical Center. Apart from his medical affiliations, he is also currently serving the following
pasitions: (i) Corporate Secretary of UP Medical Foundation; {ii) President of Lakan Bakor Foundation; {iii)
Treasurer of Philippine Glaucoma Society; (iv) Assistant Secretary of Philippine Glaucoma Foundation; (v)
Director of Happy Wells Management & Corp.; and {vi} Director of 77 Avenida Corp. Dr. Delfin graduated
with a bachelor’s degree in Zoology from the University of the Philippines Diliman, cum laude, in 1982. He
obtained his medical degree from the University of the Philippines College of Medicine in 1986. He also
obtained his residency from the same university in 1990. He obtained his fellowship in Glaucoma from
California Pacific Medical Center, USA, under Dr. Dr. Robert L. Stamper MD and Dr. Marc F. Lieberman MD.

Lowell L, Yu
Director

Mr. Yu, 37 years old, is currently the President of iHoldings Inc. He also holds chairmanship positions at 77
Living Spaces, Inc, Grand Majestic Convention City Corp., 101 Restaurant City, Inc., iKitchen Inc., MyMarket,
Inc. and Govago, Inc. He is also a founding partner of Dato and Yu Law offices. He previously worked as an

AVP of Business Development of Earth+Style/Quantuvis Resources. Atty. Yu Holds Masters in Management
from the Asian Institute of Management and a Bachelor of Laws from Siliman University.
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Raul Fortunato R. Rocha
Director

Mr. Rocha, 61 years old, was born in Tabaco Albay on August 28, 1953. A banker for fourteen vears and a
businessman with businesses that include real estate development and feasing. He is currently the
president of LYRR Realty Development Corporation and Naga Queenstown Realty and Development Inc. He
is also the Chairman of the Board of Directors of Tabaco Port Cargo Corp. He graduated from Divine Word
College Legazpi City in 1976 with a degree of BSC Major in Management. He is 2 member of various

organizations like Rotary Club of Naga East, Metro Naga Chamber of Commerce and Industry and Kapisanan
ng mga Broadcaster ng Pilipinas (KBP).

Richard L. Haosen
Director, Treasurer, and Chief Financial Officer

Mr. Richard L. Haosen, 50 years old, assumed the position of Chief Financial Officer of the Company in
March 2014. Mr. Haosen is also currently serving as the General Manager of 8990 Housing. Prior to his
current positions, he served as General Manager of the Treasury for 8990 Housing. Befare joining the
Company in 2010, he served as the Vice President/Division Head of the Business Lending Division — Cebu
and the Business Lending Group — Visayas/Mindanao of Metropolitan Bank and Trust Company {MBTC)
from 2006 to 2010. He also served as Unit Head of MBTC Cebu Account Management Unit from 2005 to
2006, and as Account Officer of MBTC Cebu Downtown Center Branch from 1994 to 2005. Mr. Haosen

obtained his license as a Certified Public Accountant in 1982. He also has a degree in B.S. Commerce, major
in Accounting from the Ateneo de Davac University (1982).

lan Norman E. Dato
Director

Mr. Dato, 35 years old, is the Managing Partner of Dato Iinciong & Associates. He is also an incumbent
director of IKitchen, tnc. and MyMarket, Inc. and an incoming one {pending approval by the Monetary
Board) of First Naga Rural Bank, Inc. He is Corporate Secretary to 27 corparations. His experience in private
faw practice includes Ponce Enrife Reyes & Manalastas Law Offices (2012) and Kalaw Sy Vida Selva &
Campos (2005-2006). He was in government service between 2003 and 2010 in various capacities, such as:
Undersecretary of Justice (2010), Undersecretary of Political Affairs {2008-2010}, Assistant Secretary of
Political Affairs {2007-2008), and Director in the Presidential Legislative Liaison Office in the Office of the
President of the Philippines (2003-2005). He has a Master of Laws degree from University College of
London where he graduated with merit in 2011. He obtained his Juris Doctor from the Ateneo de Manila
University School of Law and a degree in Political Science from the University of the Philippines Diliman. He
is a member of the UCL Alumni Association, International Visitors Leadership Program Alumni of the U.S.

Department of State, and Chevening Alumni of the Foreign & Commonwealth Office of the United
Kingdom.

Ben Chan Wei Beng
Director

Mr. Chan, 47 years old, is currently an Executive Director of investrents in Khazanah Nasional Berhad
{(“Khazanah”). He joined Khazanah in June 2005 and was appointed an Executive Director in April 2008. Mr.
Chan oversees Khazanah’s investments in Greater China, Vietnam, Korea and Philippines as well as the
reinsurance sector. He also serve on boards of some the investee companies. Prior to joining Khazanah, Mr.
Chan was the Director of Research at several investment houses covering both the China and Southeast
Asian markets. Mr. Chan is a member of the Institute of Chartered Accountants in England and Wales and
holds a Bachelor of Commerce (with merit) from the University of New South Wales, Australia.
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Dominic J. Picone
Director

Mr. Picone, 35 years old, is a Principal and Head of Asia Financial Services (ex. India) at TPG Capital, based in
Singapore. In addition to 8390, he has been involved with current and past TPG portfolio companies
inctuding BFI Finance, Masan Group, Fairmont Raffles Hotels, Bank BTPN, United Test & Assembly Center
{(UTAC), and CIMB. He is an alternate board member of UTAC Holdings, and serves on the audit, risk, and
compensation committees of BFl Finance. Prior to joining TPG in 2005, Mr. Picone worked in the
Investment Banking Division of Credit Suisse First Boston in Melbourne, primarily focused on mergers and
acquisitions in Australia and New Zealand. A native of Australia, he received a Bachelor of Commerce
{Honours — Finance) and a Bachelor of Laws from the University of Melbourne.

The table below sets forth the Company’s officers as of writing.

Name Age Nationality Position

Januario Jesus Gregorio {ll 53 Filipino President and CEQ
ALeNCIO.....cocvv e,

Richard L. Haosen................. 51 Filipino Treasurer and Chief Financial Officer
Teresa C. Secuya.................. 53 Filiping Compliance Officer

Cristina 5. Palma Gil- 46 Fitipino Corporate Secretary
Fernandez.................c.........

Kristine Joyce C. Caro-Gafigan 33 Filipino Asst. Corporate Secretary
Mohammad Taha 8. Basman 29 Filipino Investor Relations Officer

The business experience of each of the key executive and corporate officers is set forth below.

Januario lesus Gregorio ||l B. Atencio
President and Chief Executive Officer
Please refer to the table of Directors above.

Richard L. Haosen
Chief Financiol Gfficer
Please refer to the table of Directors above.

Teresa C. Secuya
Compliance Officer

Ms. Secuya assumed the position of Compliance Officer of the Company in September 2012, Ms. Secuya is
also currently the Executive Assistant to the Chairman of 8990 tuzon Housing Development Corp. Prior to
her current positions, she served as the Executive Secretary of the President of Ceres Homes, Inc. {February
2006 to December 2009), Executive Assistant of the Chairman of Urban Basic Housing Corporation {May
1999 to January 2003), Executive Assistant for Admin Affairs of Newpointe Reaity & Development Corp.
{June to luly 1996), Marketing Assistant of HIC Construction & Development Corp. {March to May 1996),
and Proprietor of Jobs Drugs and Gifts {November 1991 to March 1936). She obtained her Bachelor of Arts
degree, major in Communication Arts from the Ateneo de Davao University in 1982.
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Cristina S. Palma Gil-Fernandez
Corporate Secretary

Atty. Palma Gil-Fernandez assumed the position of Corporate Secretary of the Company in September
2012. Atty. Palma Gil-Fernandez graduated with a Bachelor of Arts degree, Major in History (Honors) from
the University of San Francisco in 1989, and with a Juris Doctor degree, second honors, from the Ateneo de
Manila University in 1995. She is currently a Partner at Picazo Buyco Tan Fider & Santos Law Offices and has
over 18 years of experience in corporate and commercial law, with emphasis on the practice areas of

banking, securities and capital markets {equity and debt), corporate reorganizations and restructurings and
real estate.

Kristine Joyce C. Caro-Gangan
Assistant Corporate Secretary

Atty. Caro-Gangan assumed the position of Assistant Corporate Secretary of the Company in September
2012. Born on March 18, 1982, Atty. Gangan graduated cum laude with the degree of Bachelor of Arts,
Major in Political Science, from the University of the Philippines in 2002, and with the degree of Bachelor of

Laws also from the University of the Philippines in 2006. She is currently a Senior Associate at Picazo Buyeco
Tan Fider & Santos Law Offices.

Mohammad Taha S. Basman Il
Investor Relations Officer

Mr. Basman assumed the position of Investor Relations Officer of the Company in March 2014. Mr. Basrman
is also currently serving as the Management Services Manager of the Company. Prior to his current
position, he worked with The Asia Foundation working on projects under USAID, World Bank and Australian
Aid, He has a Masters degree in Business Administration from the Asian Institute of Management.

Family Relationships

As of writing, family relationships (by consanguinity or affinity within the fourth civil degree} between
Directors and members of the Company’s senior management are as follows:

Lowell L. Yu, Director, is the son of Mr. Luis N. Yu, Jr., Director.

Involvement of Directors and Executive Officers in Certain Legal Proceedings

To the best of the Company’s knowledge and belief and after due inquiry, none of the Company’s directors,
nominees for election as director, or executive officers have in the five-year periad 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 ar within a two-year period of that time; {2} have
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] have been the subject of any arder, 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] have 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, such judgment having not been reversed, suspended, or
vacated.
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1tem 10. Executive Compensation

Compensation

The following are the Company’s president and four most highly compensated executive officers for the
vear ended December 31, 2014:

Name Poslition
Januario Jesus Gregorio Hl B. Atencio President and CEQ
Richard L. Haosen Chief Financial Officer

Alexander Ace Sotto
Anthony Vincent 5. Sotto
Antonio Balleras

General Manager - Construction
General Manager — Operations

Assistant General Manager — Management
information Systemns

The following table identifies and summarizes the aggregate compensation (actual and expected) of the

Company’s President and CEO and the four most highly compensated executive officers of the Company in
2013, 2014 and 2015:

Year Total
{»)
President and the four most highly compensated
executive officers named above ........ooooeoeoo 2012 19,643,778
2013 19,643,778
2014 21,608,155
Aggregate compensation paid to all other officers as a
ETOUP UNNBME. ..o e e 2012 19,402,621
2013 23,250,000
2014 28,050,000
MNote:
{1) Includes salary, bonuses and other income.

Compensation of Directors

The by-laws of the Company provide that, by resolution of the Board, each director shall receive a
reasonable per diem allowance for his attendance at each meeting of the Board. As compensation, the
Board shall receive and allocate an amount of not more than ten (10%) percent of the net income before
tax of the Company during the preceding year. Such compensation shall be determined and apportioned
among the directors in such manner as the Board may deem proper, subject to the approval of
stockholders representing at least a majority of the cutstanding capital stock at a regular or special meeting

of the stockholders. However, since 2013, no directors’ compensation was approved and given by the
Board.

Currently, the directors are entitled to a per diem allowance of #10,000.00 for each attendance in the
Company’s board meetings.

Employee Stock Option Plan

The Corparation has no employee stock option plan at the moment.
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Item 11. Security Ownership of Certain Record and Beneficial Owners and Management

Security Ownership of Certain Record and Beneficial Owners of more than 5% of the Company’s voting
securities as of February 28, 2015

Name of Beneficial
Owner and % of Total

Name and Address  Relationship with No. of Common Total No. of Qutstanding
of Record Owners Record Owner Citizenship Shares Held Shares Held Shares
IHoldings, inc. The record owner Filipino 2,139,035,107*  2,135,035,107* 38.76*
Unit 605, Ayala is the beneficial
FGU Center, Cebu owner of the
Business Park, shares indicated
Cebu City
Kwantlen The record owner Filipino 925,325,018 925,325,018 16.77%
Development is the beneficial
Corporation owner of the
Unit 605, Ayala shares indicated
FGU Center, Cebu
Business Park,
Cebu City
lanuarius The record owner Fitipino 543,794,584 543,794,584 9.85%
Resources Realty is the beneficial
Corporation owner of the
Unit 605, Ayala shares indicated
FGU Center, Cebu
Business Park,
Cebu City
Pasir Salak The record owner Malaysian 475,000,000 475,000,000 8.61%
investments is PCD Nominee
Limited Corparation
Brumby Center,
Lot 42, Jalan
Muhibbah, 87000
Labuan FT,
Malaysia
TPG Rafter The record owner Cayman 475,000,000 475,000,000 8.61%
Holdings Ltd. is PCD Nominee Islands

Maples Corporate
Services Limited,
PO Box 309,
Ugland House,
George Town,
Grand Cayman,
Cayman Islands

Corporation

*excludes the 40,000,000 shares registered in the name of IP Ventures, Inc. with an agreement to transfer

to IHoldings, Inc. upon expiration of the PSE lock-up thereon.

As of the March 31, 2015 the Company’s level of foreign ownership is 23.53% of its equity.
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Security Ownership of Directors and Officers as of writing

Amount and
Nature of % of Total
Title of Beneficial Outstanding
Class Name of Beneficial Owner Ownership Citizenship Shares
Common  Luis N. Yu, Ir. 258,099,322 - Filipino 4.68
direct
Common  Mariano D. Martinez, Ir. 168,916,767 — Filipino 3.06
direct
Common lanuario Jesus Gregorio {1l 8. 41,006,372 — direct Filipino 0.74
Atencio 1,456,265 - Filipino 0.0
indirect*
Common Arlene C. Keh 1 —diract Filipino 0.0
Common  Anthony Vincent S. Sotto 1 —direct Filipino 0.0
Common  Willibatdo J. Uy 1 —direct Filipino 0.0
Common  Manuei S, Delfin, ir. 1 —direct Filipino 0.0
Common Lowell L Yu 1 - direct Filipino 0.0
Common  Raul Fartunato R. Rocha 1,000,001 — direct Filipine 0.0
500,000 - indirect*®
Common  Richard L Haosen 1 ~direct Filipina 0.0
Common lan Norman E. Dato 5,001 — direct Filipino 0.0
Common  Ben Chan Wei Beng 100 - direct  Malaysian 0.0
Common  Dominic 1. Picone 1-direct American 0.0
99 -~ indirect*
Common  Cristina S. Palma Gii-Fernandez None Filipino 0.0
Common  Kristina Joyce C. Caro-Gaifigan Ncone Filipino 0.0
Common  Teresa C. Secuya None Filipino 0.0
Common Mohammad Taha S. Basman I! None Filipino 0.0

Total: 470,983,934 shares

*held through the PCD Nominee Corporation

Voting Trust Holders of five percent or More

There were no persons holding more than five percent of a class of shares of the Company under a voting
trust or similar agreement as of writing.

Changes in Control
As of year-end 2014, there are no arrangements, which 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 related
parties and affiliates. These transactions include advances and reimbursement of expenses. Settlement of
outstanding balances of advances at year-end occurs in cash. As of December 31, 2013 and 2014, the
Company has not made any provision for impairment losses relating to amounts owed by related parties.
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The summary of the Company's transactions with its related parties for the years ended December 31,
2012, 2013, and 2014 and the related outstanding balances as of December 31, 2012, 2013 and 2014 are as

follows:

Stockholders:
Advances........cocccvevivenenes

Advances.......coooooeoeeeee.

Borrowings

Interest on borrowings ...

Entities under common
control:
Advances........o.oceeeeceeeeen.

Advances

Account

Due from
related parties

Due to related
parties

Loans payable

Finance costs

Due from
related parties

Due to related
parties

Terms

Outstanding Balance as of
December 31,
2012 2013 2014

57.2

1474

Transactions Not in the Ordinary Course of Business

{& in millions}

205.8

1138

19.4

311.7

1728

25.0

1334

369.0

Non-interest
bearing, payable on
demand
Non-interest
bearing, payable on
demand

On demand; 7.50%
per annum

Non-interest
bearing, payabie on
demand
Non-interest
bearing, payable on
demand

The Company has likewise entered into transactions with related parties otherwise than in the ordinary
course of business. These transactions consist of advances to and from the 8930 Majority Shareholders and
the 8990 Related Companies as disclosed in Note 27 of the 2014 Audited Consolidated Financial

Statements.
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PART IV - CORPORATE GOVERNANCE

Item 13. Corporate Governance
See Exhibit 1 for the Annual Corporate Gavernance Report filed with SEC on January 12, 2015.

PART V - EXHIBITS AND SCHEDULES

Item 14. Exhibits and Reports on SEC Form 17-C [Current Reports)

20 February 2014 — An announcement by the Company of the acquisition by its subsidiary 8390
Housing Development Corporation, of certain parcels of land situated in Ortigas Avenue.

17 March 2014 — {i) increase in number of shares to be offered in the follow-on offering (“FO0”); {ii)
approval of the overallotment option in relation to the FQO; (iii) appointment of UBS AG, Hongkong
Branch, as the Sole Global Coordinator, Sole International Bookrunner and Lead Manager and UBS
Investments Philippines, Inc. as a Domestic Lead Underwriter, together with $B Capital; (iv) approval
of the commencement of a proposed securitization transaction involving subsidiaries of the
Corporation; and {v) resignation of of Mr. Hernan B. Bariring CFO of the Company and the
appointment of Mr. Richard L. Haosen as the new CFO of the Company.

25 March 2014 — (i) approval of the audited financial statements of the Corparation as of and for the

period ending 31 December 2013; and {ii) appointment of Mr. Mohammad Taha 5. Basman Il as the
Investor Relations Officer of the Corporation.

23 April 2014 - adoption of a new dividend policy whereby subject toavailable cash

and existence of Unrestricted Retained Earnings, at least 50% of the net income of the Company for
the preceding fiscal year will be declared as dividends.

2 May 2014 - announcement of receipt of the SEC Order of Registration and Permit to Sell in
relation to the FOO.

14 May 2014 - (i} approval of the holding of the Annual Stockholders’ Meeting on 28 July 2014 and
setting the record date for the said Annual General Meeting on 28 June 2014; (i) approval of the
amendment of the Articles of Incorporation to change the principal office address of the Corporation
and increase the number of members of the Board of Directors from seven {7) to thirteen (13); and

(iii) approval of the amendment of the By-Laws of the Corporation to re-define the powers, duties
and responsibilities of the Executive Committee of the Corporation.

30 May 2014 - announcement of the exercise by UBS AG, Hong Kong Branch through its affiliate UBS

Securities Philippines, Inc., of the over-allotment option to purchase an additional 134,950,860
common shares of the Company at the offer price of Php6.50.

20 June 2014 — announcement that the Company, through its subsidiary 8990 Housing Development
Carporation, entered into a Memorandum of Agreement with CTBC Bank {Philippines) Corp. for the
sale by 8990 HDC of Php1 billion worth of receivables arising from the sale of its housing units in the
following projects: (i) DECA Homes Mactan 4; (i) DECA Homes Baywalk Talisay 1; (iii) DECA Homes
Mactan 5; and (iv) Urban DECA Homes Tipolo. The sale of receivables will be on a non-recourse basis
and shall be based on the outstanding principal balance (OPB).



25 June 2014 — (i) announcement that the Company, through its subsidiary 8990 Housing
Development Corporation (“8990 HDC"}, entered into a Deed of Absolute Sale with the existing
sharehotders of Euson Realty and Development Corporation for the sale by the Euson Shareholders
and the purchase by 8990 HDC of all existing shares of the Euson Shareholders equivalent to 100% of
the total issued and outstanding capital stock of Euson Realty, for and in consideration of the
purchase price of Php790,980,000.00; and (ii) execution by 8390 HDC also executed a Deed of
Absolute Sale with with the existing shareholders of Tondo Holdings Corporation for the sale by the
Tondo Shareholders and the purchase by 8990 HDC of all existing shares of the Tondo Shareholders
equivalent to 100% of the total issued and outstanding capital stock of Tonde Holdings, for and in
consideration of the purchase price of Php823,659,000.00.

28 luly 2014 - (i) announcement of results of the Annual General Meeting of Stockholders including
the election of directors, appointment of external auditors, approval of the amendments to the
Articles of Incorporation and By-Laws of the Company, election of additional directors whose terms
are subject to the SEC approval on the increase in the number of directors, and ratification of the
new dividend policy as approved by the Board; (i) announcement of results of the board
organizational meeting including the appointment of officers and committee members.

2 September 2014 - {i) announcement of receipt of the approval of the SEC of the amendments to
the Articles of Incorporation of the Company changing the principal address and increasing the
number of directors as well as the By-Laws of the Company; {ii) announcement of the effectivity of
the terms of the new directors; and (iii) resignation of Carla R. Lipardo as a director and Treasurer of

the Company and the appointment of Dr. Manuel 5. Delfin, Jr. as the new director of the Company,
and Richard L. Haosen, as the new Treasurer of the Company.

4 November 2014 — approval of the declaration of cash dividends in the amount of Five centavos

{Php0.0S) per share to stockholders of record of the Company as of 18 November 2014, to be paid
on 12 December 2014.

14 November 2014 - announcement of subscription by the Company to 560,000 additional shares at
par value of its subsidiary 8990 Housing Development Corporation, subject to SEC approval of the
incerase in capital of its subsidiary.

iterm 15. Annual Corporate Governance Report

See Exhibit 1

Item 16. Audited Consolidated Financial Statements for the Period Ended December 31, 2014 and

2013

See Exhibit 2
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Pursuant to the requirements of Section 17 of the Securities Regulations Code, and Section
14 of the Corporation Code, the ANNUAL REPORT FOR THE YEAR ENDED DECEMBER 31, 2014 (SEC
FORM 17-A} is signed on behalf of the issuer by the undersigned, thereunto duly authorized in the

City of Makati, Philippines on 2015.
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8990 HOLDINGS, INC. AND SUBSIDIARIES

FINANCIAL RATIOS
DECEMBER 31, 2014
December 31, 2014 December 31, 2013
Current ratio 120.51% 59.64%
Book value per share 2.70 1.42
Debt-to-equity ratie 0.59 1.11
December 31, 2014 December 31, 2013
Gross margin 59. 7% 63.39%
EBITDA margin 46.85% 46.01%
Net income margin 42.46% 40.77%

Ratios:
«  Current ratio is computed by dividing current assets by current liabilitics.
s Net book value is computed by dividing stockholders’ equity by total outstanding shares.
»  Debt-to-equity ratio is computed by dividing the sum of short-term and long-term interest bearing
loans by total stockholders’ equity.



8990 Holdings, Inc.

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of 8990 Holdings, Inc. (the Company) is responsible for the preparation and
fair presentation of the financial statements as of and for the years ended December 31, 2014
and 2013, including the additional components attached therein, in accordance with Philippine
Financial Reporting Standards. This responsibility includes designing and implementing
internal controls relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error, selecting and applying

appropriate accounting policies, and making accounting estimates that are reasonable in the
circumstances.

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

SyCip Gorres Velayo & Co., the independent auditors, appointed by the stockholders has
examined the financial statements of the Company in accordance with Philippine Standards on
Auditing, and in its report to the stockholders, has expressed its opinion on the fairness of
presentation upon completion of such examination.

NN,

Mariano D. Martinez

Chairman
J Atencio
CE
Richard aosen
Treagurer
SUECrTher and sworn To hetfore me This e
Affiant exhinited o wme us/her CTC No e e
Signed this 7" day of April, ggm 1 on SEE—— AT ...

(.31, 201

Unit 1104 Liberty Center, 104 HV dela Costa cor. Leviste Streets, Salcedo Village, Makati City, Tel. and Fax nos.; 4789659 - 5539044 « 4788987



8990 Holdings, Inc.

STATEMENT OF MANAGEMENT’S RESPONSIBILITY FOR
ANNUAL INCOME TAX RETURN

The Management of 8990 HOLDINGS, INC. (the Company) is responsible for all information
and representations contained in the Annual Income Tax Return for the year ended
December 31, 2014. Management is likewise responsible for all information and
representations contained in the financial statements accompanying the Annual Income Tax
Return covering the same reporting period. Furthermore, the Management is responsible for
all information and representations contained in all the other tax returns filed for the reporting
period, including, but not limited, to the value added tax and/or percentage tax returns,
withholdingn tax returns, documentary stamp tax returns, and any and all other tax returns.

In this regard, the Management affirms that the attached audited financial statements for the
year ended December 31, 2014 and the accompanying Annual Income Tax Return are in
accordance with the books and records of the Company, complete and correct in all material
respects. Management likewise affirms that:

(a) the Annual Income Tax Return has been prepared in accordance with the
provisions of the National Internal Revenue Code, as amended, and pertinent tax
regulations and other issuances of the Department of Finance and the Bureau of
Internal Revenue;

(b) any disparity of figures in the submitted reports arising from the preparation of
financial statements pursuant to financial accounting standards and the
preparation of the income tax return pursuant to tax accounting rules has been
reported as reconciling items and maintained in the company's books and
records in accordance with the requirements of Revenue Regulations No. 8-2007
and other relevant issuances;

{c) the Company has filed all applicable tax returns, reports and statements required
to be filed under the Philippine tax laws for the reporting period, and all taxes and
other impositions shown thereon to be due and payable have been paid for the
reporting period, except those contested in good faith.

JESUS B ATENCIO Q/

(Name of the Indvidual Taxpayer/Presigent/Managing Partner)

Chief Financial Officer or its equivalent)

HOUSING PARTNERS OF THE FILIPINO PEOPLE

Unit 1104 Liberty Center, 104 HV dela Costa cor. Leviste Streets, Salcedo Village, Makati City, Tel. and Fax nos.: 4789659 - 5539044 - 4788987




