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PART | BUSINESS AND GENERAL INFORMATION
Item 1 Business
(A) Business Development

We are one of the leading retail companies in the Philippines and in the Visayas, which is one of the
fastestgrowing geographic regions in the Philippines. We opened our first store in Cebu City in 1982
and have steadily grown to become a market leadireinVisayas. After focusing on steady growth
during the first two decades of our operations, we started to open stores outside of the Visayas,
beginning with the opening of our department store and supermarket in Legazpi City in 2001,
followed by the opeing of our department store and supermarket in Lucena City in 2003 and by the
opening of our department store and supermarket at Metro Market! Market! at the Bonifacio Global
City in Taguig in Metro Manila in 2004.

As of end 02019 we had a total of telve (12) stores in Metro Manila and twelve (12) stores in other
parts of Luzon with a total net selling space of approximdt88/765sqm.

In addition, we have a total diirty-three (33)stores in the Visayas, with a total net selling space of
approximatelyl01,128 sgm. This brings our total store count in the Philippines to-$iftyen(57),

with a total net selling space 884,893sgm.

(B) Business of Issuer

1. Description of registrant

a. Principal products and Services

The Company operates through the following retail formats and are located in strategic locations in
densely populated cities or municipalities:

Supermarket

2XU VXSHUPDUNHW EXVLQHVYV LV RSHR DBNXBEH XPBUWHNHWZ FD @ G DQ !
1 (bv\ ~ ZKLFK ZH UHIHU WR FROOHFWLYHO\ KHUHLQ DV 30HWL
brand name is used for our smaller scale supermarkets serving as neighborhood stores.

Metro Supermarket opened its first supermarket, Gaisano Metro Department Store and Supermarket,
in Cebu City in 1982 and currently opera8fssupermarkets in the Visayas, Metro Manila, and the

rest of Luzon. As of end &2019 Metro Supermarket had a tbteet selling space of approximately
50,273sgm and an average net selling space@fdsgm.

Department store

We started our retail business with the opening of Gaisano Metro Department Store and Supermarket
in Colon, Cebu City in 1982. Our departmedftW RUHYV DUH QRZ RSHUDWHG XQGHU
6WRUH" EUDQG QDPH

As of 2019 we hadl4 department stores in strategic locations throughout the country, with a total net
selling space 0£38831sgm and an average net selling space per st@816 sqm.



Hypermarket

2XU K\SHUPDUNHW UHWDLO IRUPDW LV RSHUDWHG XQGHU WKFt
hybrid between our supermarkets and department stores, providing a broad assortment of basic
everyday products at value pricescérnerstone of our plans for future expansion, we opened our first
hypermarket in 2011 and we currently operate 13 hypermarkets in key cities throughout the country
with a total net selling space of 4B8 sgm and an average net selling space 5223sgm. Our
hypermarkets are supported by the same distribution centers as our supermarkets and department
stores.

Target Market

Metro Supermarket primarily targets low to midilleome consumers who live within walking
distance of its stores and those who psesonal or public transport to shop. Metro Supermarket offers
suitable car parking facilities to accommodate customers who travel to stores by car and also locates
its stores in areas close to main transportation hubs. Its customers include indiviciglgional
customers and resellers. Metro Supermarket offers negotiated discount prices to institutional
customers, such as schools and businesses that make bulk purchases for special occasions. Metro
Supermarket also sells to resellers, including steathedium sarsari stores, restaurants, bakeries,
convenience and drug stores. We are not dependent on any single customer in our supermarket
business.

Metro Department Store targets customers who live within walking distance of its stores and those
who use personal or public transport to shop. Metro Department Store offers suitable car parking
facilities to accommodate customers who travel to stores by car and also locates its stores in areas
close to main transportation hubs. Metro Department Storeaplyntargets lowerto middleincome
consumers and strategically adjusts its product mix within different stores to account for variances in
local income levels and customer demographics. We are not dependent on any single customer in our
department storBusiness.

Due to the nature of its operations, Super Metro hypermarkets target end consumers, including retail
customers and wholesalers, in locations beyond the reach of typical modern supermarkets and
department stores. Therefore, Super Metro seelesgare that its stores are centrally located in its
target regions. Super Metro targets primarily middimome and upper lowéncome retail customers.

Super Metro hypermarkets also sell to resellers, including small to mediusadagiores, restauramnt
bakeries, convenience and drug stores. We are not dependent on any single customer in our
hypermarket business.

Metro Rewards Card zIn 2006, the Company launched the Metro Rewards Card (MRC), a loyalty
card allowing its members to redeem accruedtpaieross all stores and all formats. The MRC is a
powerful tool in knowing and increasing loyalty among our customers.

Foreign Sales

The Company has no record of foreign sales as it is not exporting any of its merchandise abroad.
b. Distribution methods

We have a total of 7 warehouses nationwidé {n Luzon andl1in Visayas) which serve as a storage

and cross docking facility for department store and supermarket items. All the warehouses are
currently irhouse managed. Each warehouse is equippidracking, material handling equipment,

and enabled by ORACLE warehouse management system. Our processes are compliant with Good
Warehouse and Distribution Practices. Our people are professionals certified to run the facility. We
also provide other servicesctuas piece picking, kitting and assembly as requested by merchandising
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and store operations. Our operations are safe and compliant with the best practices on warehousing
and distribution.

We have compangwned fleet of delivery trucks servicing the strdesigned to cover 85% of our
fleet capacity nationwide. Our -imouse trucks are GPS enabled. The balance 15% of our fleet
requirements is covered by third party truck providers.

We use major shipping lines to transport products from one waretmasether between Luzon and
Visayas.

Our key strategic initiatives are as follows in order to:

1.

Support our aggressive network expansion, we will put in place one Distribution Center
3'&" LQ /X]JRQ WR FRYHU DOO /X]RQ VWR/sayss 81dpe6. RO H '& |

go-OLYH RI WKHVH '&fV ZLOO EH GHSHQGHQW RQ WKH ODQ

necessary fittings installations. The DC will cover both storage and cross docking operations

for dry, chilled, cold and fresh operations;

Supprt our outright model and rise of direct importation, we will obtain all necessary
regulatory licenses and permits to import, warehouse, transport and distribute our foreign
goods assortment via the import company that we use. Furthermore we will deteonstr
improved velocity in terms of releasing from the Bureau of Customs, warehouse receipt and
distribution of these imported items to the stores;

Support our aggressive introduction of private brands and labels, we will obtain all necessary
regulatorylicenses and permits to procure, warehouse, transport and distribute via MRSGI;

Support our campaign on End to End Supply Chain Food Safety promise to our consumers
we are going to put in place a food safety program from suppliers ( Good Agricultural and
Manufacturing Practices), to warehouses & transport ( Good Warehouse and Distribution
Practices) unto our stores ( Good Retail Practices) consistent with the internal standards of
Code Alimentaire. We will continue to pass the HACCP ( Hazard analysisriticel control

points) surveillance audit for Metro Alabang and endeavor to obtain the appropriate HACCP
accreditation for Metro Market Market and Metro Ayala,

Support our sales target through product availability, we will further demonstrate
breakthragh performance with regards to our ability to service store orders on time, in full,
right quality and no documentation errors. We will support our institutional customers with
the fit-for-purpose distribution model that they will require;

Support our prfit targets through putting in place productivity programs to be able to handle
more products with lesser resources required, and drive cost saving initiatives in controllable
operating expenses of the operations. Furthermore, we will ensure inventmg aecuracy

and minimize shrinkages in our operations.

c. New products and services

The Company has no new products or services outside of its core business of department store,
hypermarket, supermarket and ancillary businesses (pharmacy, bakery, gdoothedyenue, and
leasing).



d. Competition

The Philippine food retail market has become increasingly competitive in recent years. We compete
with both traditional stores and modern retail operators, including hypermarkets, supermarkets,
conveniencestores and local grocery stores, on the basis of location, shopping experience,
presentation, price, supply chain and additional benefits such as loyalty programs. SM Markets;
Robinsons Retail Holdings, Incand Puregold Price Club, Incare among the togupermarket
competitors in terms of retail sales value. Each of these retail chains has an established presence in the
Philippines and continues to open supermarkets in the same cities, and often in the same
neighborhood, where we have opened or interaptm our supermarkets. International brands such as
Landers, with local partners operating stores in larger metro areas have recently begun to present a
new source of competition.

‘H EHOLHYH WKDW OHWUR 6XSHUPDUNHW ¥ Yro@uctl &ssbrtrhéntvVWe W R U v
believe that we are able to provide all of the basic goods that our consumers expect while continuing
to be competitive in pricing in every region that we operate in. Additionally, our strength in product
assortment, particularlyinonfood products with higher margins, help us compete with other retailers

of food products. We believe that our prices and assortment, coupled with-in-tless customer
shopping experience, set us apart from our competitors.

The Philippine departeamt store industry is dominated by a few top operators. SM Retail, Robinsons
Retail Holdings, Inc., Gaisano Grand, and Gaisano Capital are among the top competitors in terms of
retail sales value. Metro Department Store competes with major departmenbstoseors on the

basis of location, product assortment, brand recognition, store image, presentation, price,
understanding of market demand and valdded customer services. Each of the competing
department store chains has an established presence Rhitimpines and is continuing to open
department stores in the same cities, and often the rsgigigborhoodwhere Metro Department Store

has opened or intends to open its department stores.

Super Metro competes primarily with traditional stores atier modern retail operators, including

other hypermarkets, supermarkets, convenience stores and local grocery stores. Puregold Price Club,
Inc., SM Marketsand Prince Warehouse Club, Inc. are among the top hypermarket competitors in
terms of retail sakevalue. These competitors, like Super Metro, are associated with larger brands that
have an established presence in the Philippines.

‘H EHOLHYH WKDW 6XSHU OHWURYfVY NH\ FRPSHWLWLYH VWUHQ
experience in providingetail services to the lowerto middleincome consumers. Cesaving

measures implemented in our existing operations are easily transplanted to the Super Metro platform,
enabling us to maintain our status as a price leader in the hypermarket markgébonaligli our focus

on basic everyday necessities further reduces our costs by allowing us to source more products from
fewer suppliers.

e. Suppliers

With over1,800regular suppliers 019 OHWUR 6XSHUPDUNHWY{V VXSSOLHU ED
local suppliers such as Monde Nissin Corporatibmiversal Robina Corporatiomnd San Miguel

Pure Foods Company, Inc. and multinational corporations such as Nestle Philippines Inc., Unilever
Philippines, Inc. and Procte& Gamble Philippines Inc Metro Superm® NHW {V WRS ILYH V
together accounted for 21% of its net sale049 For smaller local suppliers, Metro Supermarket

seeks to partner with the best suppliers in each region in which it operates. We believe that our
supermarket business as a whislaot dependent on any singlepplier.

Metro Department Store maintains close relationships with its concessionaires and suppliers for its
outright sales to ensure that it is able to continuously offer a broad range of merchandise. The
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concessionaireshat carry competitive brands with a complete assortment of merchandise are
generally placed in areas visually supported by graphics and unique fixtures, while suppliers-of direct
salemerchandise are used to complete our product assortment and proviae diffdrentiation.

With over1,600regular suppliers i2019 OHWUR 'HSDUWPHQW 6WRUHfV VXSSOL
such as Finden Technologies Inc., Skies Merchandise Sales Corporation, Multiflex RNC Phils., Inc.,
Goldnines International Co. Ltdand Atlas Home Products, InlOHWUR 'HSDUWPHQW 6WRL
suppliers together accounted for approximateé% of its net sales i2019 We believe that our
department store business as a whole is not dependent on any single supplier.

6XSHU OHWURTV VXSSOLHU EDVH LV WKH VDPH DV Weé&ieW RI R
Philippines, Inc., Unilever Philippines, Inc., Universal Robina Corporation, Monde Nissin Corporation

and Procter & Gamble Philippines Inare among the biggt suppliers of our hypermarket retail
IRUPDW 6XSHU OHWURYV WRS ILYH VXSSOLHUV WRJHWKHU DFF
2019 We believe that our hypermarket business as a whole is not dependent on any single supplier.

f. Dependent uponsingle/few supplier/customer

MRSGlIisnotGHSHQGHQW RQ DQ\ VLQJOH VXSSOLHU 7KH &RPSDQ\T\
14% of its net sales iB019 The Company does not rely on a single or a few customers for its retail
business.

g. Transaction with related parties

In the ordinary course of our business, we engage in transactions with related parties and affiliates. On
March 16, 2016, MRSGI adopted its Policy on Reld®edty Transactions to ensure that these
transactions are entered intoetUPYV OHQJIJWK RQ WHUPV QR OHVYV IDYRUDE
unconnected third party under the same or similar circumstances.

On September 5, 2019, MRSGI further adopted its Amended Policy on Related Party Transactions in
Compliance to SE®emorandum Circular 10 series of 2019.

We have the following major transactions with related parties:

x H HQWHUHG LQWR OHDVH DJUHHPHQWYV ZLWK 9LFVDO 'H?
&RPSDQ\TVY VWRUH VSDFH DQG Zbotf f KR petdiHoUsin®ds t&Matkdv R 1 W
Retail Stores Group, the land and structures which used to be owned by VDC remained with
the parent company. Rent expenses followed benchmarks based on market guidance from an
independent party adviser.

X We have shosterm noninterest bearing payables/receivables from VDC in the normal course
of business pertaining to intercompany recovery of expenses andedlaige transactions.

x In 2016, we entered into a service agreement with VDC for VDC to provide legal and
operations tsategy services to the Company.

x In the normal course of business, we ordinarily purchase goods and services from our related
parties with the following nature of transactions:
0 Purchases of imported goods and store and office equipment from Cornerstone
Diversified Goods Trading, Inc.
0 Concession purchases from Beneluxe Trading Corporation, which engages in the
watch and jewelry business.



0 The use of logistical services provided by Cargo Bayan Inc. and Bayan Movers
Logistics, Inc.

o0 Travel ticketing and bookingervices from Grand Holidays, Inc.

0 Supply of goods and services to malls operated by Pacific Mall Corporation.

X We have entered into lease arrangements for store space with our related parties, including
Beneluxe Trading Corporation and Wealth Developniamtk Corporation

X We are parties to perpetual trademark licensing agreements with our affiliates, Metro Value
SHQWXUHV ,QF QRZ UHQDPHG 37DIW 3URSHUW\ *URXS ,Q

x We have cash placements and bank accounts with Wealth Pmexio Bank Corporation
which earn interest based on prevailing market interest rates.

h. Trademarks/Tradenames

Effective August 1, 2014, we had perpetually licensed from Metro Value Ventures, Inc., a related
party, the use of the following registered trade names or trademarks and devices used to identify our
VWRUHY LQFOXGLQJ 30HWUR DQGHWYRFH\DOGDHWOR WD RV DODRJ N
36 XSHU OHWUR *DLVDQR" B2:0HWUR )UHVK pQ (DV\" B30HWUR 3
IXFHQD" 3([SUHVV ODUW E\ OHWUR"~ B30HWUR :KROHVDOH ODUW
'"HOLJKWV™ 30HWUR 0D WMHNWI'R BXNHR WASTBH WD Q Gl BH) HWY/IUYRH +3.X J >
2014, we also perpetually licensed from Metro Value Ventures, Inc. the use of the following trade
names or trademarks and devices, which are registered or covered by pending applications for
regstUDWLRQ IRU 3%OXH &DPS” 35HG %HDUV™ B31LFROH" 3-XQL
3% OXH &DPS '"HYLFH ™ 3<RXQJ 7THHQV &ROOHFWLRQ '"HYLFH"
,PSUHVVLRQV" 3)LUHQ]H"~ B20HWUR /LYLQJ  35HBINW RSRRIRW W
S0VIWLTXH" 36ZLVV 3UHFLVLRQ ™ 36W\OL]J]HG &DVDGHL " 30% &2°
33XUH 6RIW" 33XUH OD[" 33XUH -R\" 3/DNDV" 3:HVW &RDVW~ 3
%YHVW /HFKRQ '"HYLFH"™ 34 3UHPDXMYV 3%HYWHRKXFKEOOJRQ ™~ 3:H\
36DYHUV 6HOHFW”™ 30 &RSLHV"® 3&KXP *LUOV® 320LUDEHOOD”
&KDWHDX" 3(GG\ (PP\" 30HWUR &DIp”~ B31DXWLOXV" 3&KULV
S0DUTXLVH" B39LFHQHFWLEQYQHWL@BCGOHWUR :DUH ~ :H SD\ OHWUR
annual fee of P10,000.00 per trade name or trademark per year or a total of P 700,000.00 as
consideration for the full and complete use of the foregoing trade names and trajevhick fee

may be adjusted upon the mutual consent of both parties.

As of August 1, 2014, we had also perpetually licensed the use of the registered trade names or
WUDGHPDUNY DQG WKHLU GHYLFHV IRU 36XLVVH &RWWDJH" 3.L
DQG 3)LHVWD VD 6XJER 5HV WD X U D Qwétidri Réepdyl\icyaDievelophieé@ R S P H
Corporation an annual fee of P 10,000.00 per trade name or trademark per year or a total of
P50,000.00 as consideration for the full and complete use of the foregoing trade names and
trademarks, which fee may be adjustgdn the mutual consent of both parties.

i. Government approvals

The Company hasbtained,appliedfor, or is in the processof applyingor renewingall material
permits and licensesfrom national and local government units and other government units
requiredto conductits businessThe Company expectsto obtain thesepermits and licenses

in the ordinary course.

j- Effect of existing governmental regulations

In the conduct of its operations, the Company is subject to the following laws and regulations: a) The
Retail Trade Liberalization Act; b) The Philippine Competition Act; c) The Food, Drug and Cosmetics



Act; d) The Consumer Act; e) The Meat Inspection Cod€he Price Act; g) The Food Safety Act; h)
The Comprehensive Dangerous Drugs Act; i) The Pharmacy Law; j) The Generics Act; and k)
Philippine Labor Laws; (I) Expanded Senior Citizen Act of 2010; (m) Intellectual Property Code of
the Philippines; (n) Arcles on QuasbDelicts of the Civil Code; and (0) Other pertinent laws.

k. Cost and effect of compliance and environmentdhws

The Company issubjectto various laws relating to environmental matters. In particular, the
Company is required to obtain amronmental Compliance Certificate (ECC) and/or Certificate of

No Coverage (CNC) during the construction and development of commercial establishments such as
malls, supermarkets and public markets, fast food and restaurants. The ECC is required witedn the t
store area (including parking) exceeds 10,000 sgm. Where the total store area is equal to or less than
10,000 sgm, the operators of commercial establishments may obtain a CNC pursuant to Presidential
Decree No. 1586.

The Company has obtained a CRIC its Metro Supermarket (Canduman) building. For other existing
stores, the Company is not subject to the requirement of ECC and/or CNC since these stores are
located on lands or buildings which are not owned by the Company.

In addition to the foregoinghe Company is also subject to Ecological Solid Waste Management Act

of 2000 (Republic Act No. 9003), The Clean Air Act of 1999 (Republic Act No. 8749), and the
Philippine Clean Water Act of 2004 (Republic Act No. 9275).

. Employees

The following table sts out the number of our employees as of December 39, 201

Store Operation 5,499
Warehouse Operation 814
Corporate 773
Total 7,086

We believe that we have a good relationship with our employees. We have always placed a high value
on training andretention, as demonstrated by the fact that approximately 15% of our regular
employees have been with the Company for at least 10 years.

m. Risks Related to Our Business

We may face increased competition from other retail companies in the Philippines.

The retail industry in the Philippines is highly competitive. The intensity of the competition in the
Philippine retail industry varies from region to region, but Metro Manila is generally considered to be

the most competitive market in the PhilippineseT®rovince of Cebu and Metro Manila are two of

our largest markets in terms of net sales. We compete principally with national and international retail
FKDLQV LQ WKH 3KLOLSSLQHV VXFK DV 5RELQVRQYV 6XSHUPL
RetailandSM Markes 3 XU H JR O G an8l Xlertvly Qriiy/ among others. We also compete with

retail stores operated by members of the broader Gaisano family. Each of these competitors competes
with us on the basis of product selection, product quality, acquisiti@evelopment of new brands,
customer service, price, store location or a combination of these factors. We anticipate competition
from new market entrants and joint partnerships between national and international operators.

In addition, some of our capetitors are also aggressively expanding their number of stores or their
product offerings. Some of these competitors may have been in business longer or may have greater



financial, distribution or marketing resources than us and may be able to dewait gesources to
sourcing, promoting and selling their products. There can be no assurance that we will be able to
compete successfully against current competitors or new entrants. Additionally, while we have a
location advantage in certain underpenettaitgions of the Philippines, this advantage may decrease

as our competitors expand or new entrants enter such regions. As competition in certain areas
intensifies or competitors open stores within close proximity to our stores, our results of operations
may be negatively impacted through a loss of sales, reductions in margins from competitive price
changes or greater operating costs.

Competitive pressures, including those arising in connection with our expansion strategy, may have an
adverse effect on odnusiness, financial condition and results of operations.

Our future store openings may not be successful, and our existing stores may not be able to
continue to benefit from the current favorable retail environment.

A significant part of our expansiortrategy entails the opening of new stomresuitable locations in

various areas of the Philippines, including in areas where we do not cutramiya presence. There

can be no assurance that we will be able to identify and procure suitable sitesniewaiores. As of

end of 209, we hadfifteen (15) stores in thiregparty malls. There can be no assurance that these
companies will continue to grow at a rate that is consistent with our planned rate of growth. In
addition, there can be no assurance th&at ZLOO FRQWLQXH WR EWHEDGWV R/ \RBW
spaces in new malls or township projects, on terms acceptable to us or at all. Generally, because of its
ability to draw more customers to a particular shopping center, an anchor tenantédeximlity in
negotiating the terms of its lease contract. Due to the increased competition for desirable store sites,
we may not be able to lease appropriate real estate for our new store locations, on terms and conditions
acceptable to us or at all.

There is also no assurance that our new stores will be successful or profitable. While we initially
focused our business in the Visayas, we have gradually expanded into other regions. Expansion into
new geographical areas will also expose us to additiopatational, logistical and other risks. We

may find it difficult to obtain regulatory or local government approvals for our new stores in these
areas due to differences in local requirements and processes. We may also experience difficulty in
buildingouU 3S0OHWUR 6XSHUPDUNHW ™ DQG RWKHU EUDQG QDPHV LQ
will also place increased demands on our managerial, operational, financial and administrative
resources. We may, for example, experience supply, distribution, treat8poror inventory
management difficulties due to our lack of familiarity with the suppliers, distribution network; third
party vendors and transportation systems in these new geographical areas. Any difficulties we
experience with respect to developingr duisiness operations in new geographical areas may
materially and adversely affect our business, financial condition and results of operations.

In addition, there can be no assurance that our existing stores will be able to operate on a profitable
basisif the current retail environment becomes less favorable to us. The surrounding environment of
our existing stores may also change in terms of consumer demographics, or in terms of store mix, as
different businesses move in or out of the surrounding afé@se can be no assurance that we will

have the flexibility to move our existing store locations or to modify our existing stores in response to
changes in the surrounding environment and to changes in market and consumer preferences. If we fail
to predi¢ and respond to changes in the retail environment, our business, financial condition and
results of operation may be materially and adversely affected.

We are exposed to inventory risks.

Outright sales accounted for over 70% of our net sales for threeyeled December 32019 and
2018. Our focus on outright sales exposes us to increased inventory risk, which includes inventory
losses due to obsolescence, theft, pilferage, spoiy# other damage. For products sourced for
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outright sales, we bear alkks and costs of inventory management, including shrinkage losses due to

a discrepancy between our inventory based on a physical count and the amounts generated by our
inventory system. If we fail to properly manage our inventory in relation to ousahs, we may

suffer lower inventory turnover, which could have an adverse effect on our business, financial
condition and results of operations.

The success of our business depends in part on our ability to develop and maintain good
relationships with our current and future outright sales suppliers and concessionaires.

We derive approximatel99.2% of our revenue in 2018 from outright sales and sales of concession
products, and our success depends on our ability to retain existing suppliemneaessionaires, and

attract new suppliers and concessionaires on terms and conditions favorable to us. The sourcing of our
products is dependent, in part, on our relationships with our suppliers. We hagtdoding working
relationships with a broadmge of nationahnd multinational suppliers across all of our retail formats.

If we are unable to maintain these relationships, or if we lose suppliers for any reason, we may not be
able to continue to source products at competitive prices that both oregtandards and appeal to
customers. Our five largest suppliers accounted for approximately 14% of our net sales for 2018. The
loss of any one of these major suppliers would have an adverse effect on our sales.

We obtain deals, discounts, and rebatemfsuppliers, which allow us to maintain our competitive
pricing. Should changes occur in market conditions or our competitive position, we may not be able to
maintain or negotiate adequate support, which could have an adverse effect on our busineas, financ
condition and results of operations.

If we are unable to maintain good relationships with our existing suppliers and concessionaires, or if
we are unable to develop and maintain new supplier and concessionaire relationships, we will be
unable to carrymerchandise and products that are in demand and can generate profit for us.
Furthermore, if any of our outright sales suppliers or concessionaires changes its distribution methods,
we may experience a disruption in our product supply. As a result, oketpasitioning, image and
reputation may be adversely affected, and our revenue and profitability may be impaired.

We rely significantly on distributors, service providers and the distribution networks of our
multinational suppliers for our logistics requirements.

We rely significantly on distributors, thixplarty service providers and the distribution networks of our
multinational suppliers for transportation, warehousing and delivery of products to our stores. The
majority of our merchandise is delieg to our distribution centers from our suppliers by thiadty
service providers. Any deterioration in the relationships between distributors angattiydservice
providers or other changes relating to these parties, including changes in supplstahdtidin
chains, could have an adverse effect on our business, financial condition and results of operations.

In addition, there can be no assurance that we will be able to effectively coordinate our logistics
strategy to the degree necessary for théization of our growth plans. As we continue to expand, we

will need to ensure that we are able to secure efficient distributors and service providers for our stores
to be opened in new locations.

We may experience difficulty in implementing our growthstrateqy.

Our growth depends on the execution of our strategy to continue establishing and successfully
operating stores in new locations in the Philippines. There are a number of factors affecting our ability
to implement our growth strategy, includiragnong others:

{ favorable economic conditions and regulatory environment;
{ our ability to identify suitable sites for store locations;



{ our ability to lease appropriate real estate for store locations;

{ our ability to bear the increase in logistics costs wiegional expansion occurs;

{ our ability to open new stores in a timely manner;

{ our ability to introduce new brands to the market;

{ our ability to continue to attract customers to our stores;

{ our ability to maintain the scale and stability of our informatiechnology systems to
support our current operations and continuous business growth;

{ the hiring, training and retention of skilled store personnel,

{ the identification and relocation of experienced store management personnel,

{ the effective management iofventory to meet the needs of our stores on a timely basis;

{ the availability of sufficient levels of cash flow or necessary financing to support
our expansion; and

{ our ability to successfully address competitive merchandising, distribution and other
challenges encountered in connection with expansion into new geographic areas and
markets.

If we fail to successfully implement our growth strategy due to the absenaeoof, imability to carry
out, any of the above mentioned factors, or otherwise, our business, financial condition and results of
operations may be materially and adversely affected.

In addition, if we are unable to successfully manage the potentialutlific associated with store
growth, we may not be able to capture the scale efficiencies that we expect from expansion. If we are
unable to continue to capture scale efficiencies, improve our systems, continue our cost discipline and
enhance our merchamai offerings, we may not be able to achieve our goals with respect to operating
margins. Furthermore, if we do not adequately refine and improve our various ordering, tracking and
allocation systems, we may not be able to increase sales or reduce ingdnitokgge, which may

also cause our operating margins to stagnate or decline.

We lease all of our store premises and we may not be able to continue to renew these leases or to
enter into new leases in favorable locations on acceptable terms and condison

As of 2018, we leased all of our net selling space and all of our distribution centers. Approximately
75% of our sites are leased from related parties and 25% are leased from third parties. There is no
assurance that we will be able to renew our leaseacceptable terms and conditions or at all upon

their expiry. Leases of store premises in large shopping centers may not be available for extension
because landlords may decide to change tenants for better commercial arrangements. There is no
assurancehat we will be able to enter into such new agreements with third parties on terms and
conditions that are acceptable to us or at all, and our failure to do so may materially and adversely
affect our business, financial condition and results of ogersti

Moreover, if rent prices increase significantly throughout the Philippines, or in a particular region, it
may cease to be economical to lease stores and we may have to discontinue operations at some of our
stores. Any inability to renew leases asytleapire or acquire new leases in other favorable locations
and sites on acceptable terms and conditions, termination of the existing leases, or revision of the
terms and conditions of leases to our detriment may have an adverse effect on our buginess, fin
condition and results of operations. Further, a number of our landlords are normally granted the right
to terminate the leases for cause prior to their expiration. In the event that any of our leases are
terminated for any reason prior to their eagion, we will need to either close our operations at such
locations or relocate to alternative premises. Relocation of any of our operations may cause
disruptions to our business and may require significant expenditure, and we cannot assure that we will
be able to find suitable premises on acceptable terms and conditions or at all in a timely manner.
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Product liability claims in respect of defective goods sold in our stores and food safety and feod
borne illness concerns could adversely affect our reputi@n and our financial prospects.

Our business involves an inherent risk of product liability, product recall, adverse publicity and
exposure to public liability claims. We do not currently have any product liability insurance and will
therefore be subjetb the full amount of any product liability we may incur. Although each of our
concessionaires and suppliers provides us with a written indemnity covering the full extent of any
third-party liability we incur through their operations and sales in ouesttnere is no assurance that

we will be successful in obtaining such indemnity payments or that the indemnity payments will fully
cover all of our costs associated with the original liability. Furthermore, under the Consumer Act, we,
as a seller, distritor or importer, may be subject to sanctions for goods not in conformity with
applicable consumer product quality or safety standards. If we are found responsible for damage
caused by defective goods sold in our stores, the reputation of our stores athelsely affected.

This could lead to erosion of consumer confidence in our brands and a subsequent reduction in sales.
Such an event would be likely to have an adverse effect upon our business, financial condition, results
of operations and prospects.

Preparation, packaging, transportation, storage and sale of fresh and freshly prepared food products
and norfood products entail the inherent risk of product contamination, deterioration or defect, which
could potentially lead to product recalls, lialyilitlaims and adverse publicity. Food and 4fiood

products may contain contaminants that could, in certain cases, cause illness, injury or death. Any
shipment or sale of contaminated, deteriorated or defective products may be grounds for a product
liability claim or product recall. The risks of product liability claims or product recall obligations are
particularly relevant in the context of our sales of freshly prepared food products. Although our
suppliers bear the risk of product liability claims, we Idoincur adverse publicity through our
association with such claims, which could have an adverse effect on our business, financial condition
and results of operations.

As a means of fulfilling some of our labor requirements, a significant portion of otkfarce is
outsourced through thirgarty manpower agencies. Outsourcing carries with it certain inherent risks
including potential litigation from the employees of our thpatty manpower service providers who

may claim an employezmployee relationshipith us; and the risk that the current arrangements we
FXUUHQWO\ KDYH LQ SODFH DUH ODWHU RQ IRXQG E\ WLKKH "HSI
RQO\ FRQWUDFWLQJ" ZKLFK ZRXOG KDYH WKH FRQVHTXHQFH F
relevant employees and thus, obliging us to extend to the relevant employees the same salaries and
benefits we extend to our regular employees, which could have a significant impact on our labor costs.
As the principal in the outsourcing arrangement, we canteddteld jointly and severally liable with

our thrde SDUW\ PDQSRZHU VHUYLFH SURYLGHUV WR WKH ODWWH
performed under their respective contracts, or for any violation by our manpower service providers of
the provisions bthe Labor Code.

We are party to a number of related party transactions.

Certain companies controlled by the Vicsal Group have significant commercial transactions with us,
including leases for store spaces and purchases of goods, services and coacibasEs

Such interdependence may mean that any material adverse changes in the operations or financial
condition of the companies which are controlled by or under common control of the Metro Gaisano
Family could adversely affect our resultsogierations.

We expect that we will continue to enter into transactions with companies directly or indirectly

controlled by or associated with the Metro Gaisano Family. These transactions may involve potential
conflicts of interest which could be detrimahto us or our shareholders. Conflicts of interest may
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also arise between the Metro Gaisano Family and us in a number of other areas relating to our
businesses, including:

{ major business combinations involving us;
{ plans to develop our respective busiesssand
{ business opportunities that may be attractive to both the Metro Gaisano Family and us.

7KH &RPSDQ\ KDV D QXPEHU RI UHODWHG SDUW\ WUDQVDFWLI
length basis. However, we have no assurance if the BIR will W¢W HVH WUDQVDFWLRQV D
on the basis of its Transfer Pricing Regulations.

We can provide no assurance that our level of related party transactions will not have an adverse effect
on our business or results of operations.

Our business and opertions are dependent upon key executives.

Our key executives and members of management have greatly contributed to our success with their
experience, knowledge, business relationships and expertise. If we are unable to fill any vacant key
executive or margement positions with qualified candidates, our business, operating efficiency and
financial performance may be adversely affected.

Item 2 Legal Proceedings

As of December 312019 neither the Company nor any of its properties is engaged in or a sufbject
any material litigation, claims or arbitration, including bankruptcy, receivership or similar proceedings,
either as plaintiff or defendant, which could be expected to have a material effect on our financial
position and we are not aware of any fackely to give rise to any proceedings which would
materially and adversely affect our business or operations.

Item 3 Submission of Matters to a Vote of Security Holders

There were no matters submitted to a vote of security holders during the year tyvitisdeport.
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PART Il OPERATIONAL AND FINANCIAL INFORMATION

Iltem 4 Market for Issuer's Common Equity and Related Stockholder Matters

$ 3ULQFLSDO ODUNHW RU ODUNHWY :KHUH WKH 5HIJLVWUDQWT"

The Company's common stocKisted in the Philippine Stock Exchange.

The following table shows the high and low prices (in Php) of the E@Q\TV VKDUHV LQ WKH

Stock Exchange:

Januaryi#arch (Q1)
April +June (Q2)

July £September (Q3)
October tDecember (Q4)
JanuarytMarch (Q1)
April +June (Q2)

July £September (Q3)
October tDecember (Q4)
JanuarytMarch (Q1)
April £June (Q2)

July £September (Q3)
October tDecember (Q4)
January+March (Q1)

2Q ODUFK

(B) Holders

2017
2017
2017
2017
2018
2018
2018
2018
2019
2019
2019
2019

2020

Low

3.56
3.56
3.78
3.79
3.23
2.54
2.40
1.91
2.45
2.42
2.32
2.59
115

High
4.48
4.95
5.30
4.30
3.95
3.60
3.04
2.57
3.3
3.54
2.87
2.05
2.19

WKH &RPSDQ\YfV VKDUHV FORVHG DW 3KS

The number of shareholders of record asafch 31, 202@vas twentywo (22). Common shares

outstanding as d¥larch 31, 202@vere 3,429,375,000.

List of Stockholders of Record as oMarch 31, 2020

Percentage to
Total
Name of Stockholder Number of Shares Outstanding

1 | Vicsal Development Corporation 2,627,427,30(Q 76.62%%
2 | PCD Nominee Corp. (Filipino) 640,547,162 18.68%
3 | PCD Nominee Corp. (NaRilipino) 136,353,560 3.98%
4 | Valueshop Stores, Inc. 24,801,489 0.72%
5 | Juan G. Yu or John Peter C. Yu 150,000 0
6 | Francisco C. Tiu 75,000 0
7 | Stephen T. Teo &/or Teresita R. Teo 10,000 0
8 | Asuncion, Victor Jayo 5,000 0
9 | Dennis Lim Lim 2,000 0
10 | Legaspi, Virgilio C. 1,000 0
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11 | Dufgo, Elpidio S. 1,000
12 | Lampa, Arvin C. 1,000
13 | Valencia,Jesus San Luis 300
14 | Herrera, Joselito C. 100
15 | Au, Owen Nathaniel S. AU ITF: Li Marcus 78
16 | Ang, Margaret G. 2

17 | Gaisano, Jack S. 2
18 | Gaisano, Edward S. 2
19 | Gaisano, Frank S. 2
20 | Manuel C. Alberto 1
1
1
0

21 | Parayno Jr., Guillermb.
22 | Jacinto, Ricardo Nicanor N.
Total 3,429,375,00(

O|O0|O0|O0|0O|0o|o|0|o|o|o|o

(C) Dividends

Dividend Policy

8QGHU 6HFWLRQ SUWLFOH 9,,, RI WKHLa&R Rd&idepdy ¥ha)lFo¥ U W K
declared and paid out of the unrestricted retained earnings, shadibe payable in cash, property or

stock to all stockholders on the basis of outstanding stock held by them, as often and at such times as
the Board of Directors may determine and in accordance with law.

On April 13, 2015, our Board of Directors apped and adopted an annual dividend payment ratio of
approximately 20% of our net income after tax for the preceding fiscal year, payable in cash, property
or shares, subject to the requirements of applicable laws and regulations, and circumstances which
restrict the payment of dividends, including but not limited to undertaking major projects and
developments which require substantial cash expenditures, or restrictions due to loan covenants.

The Board may, at any time, modify such dividend payout ratimgainto consideration various
factors including: the level of our cash earnings, return on equity and retained earnings; our results for,
and our financial condition at the end of, the year in respect of which the dividend is to be paid and its
expectedihancial performance; the projected levels of capital expenditure and other investment plans;
restrictions of payment of dividends that may be imposed on us by any of our financing arrangements
and current and prospective debt service requirements; ahdosuer factors as the Board deems
appropriate.

Dividend History
The tables below set out the dividends declared d@®i®, 2017, 201&019and 2020

Cash Dividend

Year | Amount Declared| Dividend Per Share | Recorded Date Payment Date
2016 P154,321,875.0( P0.045 April 4, 2016 April 20, 2016
2017 P171,468,750.0( P0.05 April 3, 2017 May 2, 2017
2018 P205,762,500.0( P0.06 April 13, 2018 May 2, 2018
2019 P205,762,500.0( P0.06 April 15, 2019 May 2, 2019

(D) Restriction that Limits the Payment of Dividends on Common Shares
None

(E) Recent Sales of Unregistered or Exempt Securities, Including Recent Issuance of Securities
Constituting an Exempt Transaction.

None
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Item 5 Management's Discussion and Analysis or Plan of Operation

Results of Operations

The year ended December 31, 2019 compared with the year ended December 31, 2018

Q WKH &RPSDQ\JV RSHUDWLQJ LQFRPH LQFUHDVHG E\

Revenue and lower increase rates of operating expah8e3%.

The Company recognized additional insurance recoveries watcbunts mainly for the 44.6%
increase in Interest and other income, but were offset by the prospective adoption of PFRS 16, Leases
which resulted to a significant increase in reatign of finance cost on related lease liabilities. Net

income after tax after these two significant adjustments resulted to a decrease of 19.7%.

([FOXGLQJ WKH LPSDFW RI WKH DGRSWLRQ RI 3)56

would have inceased by 13.7% and 18.0%, respectively.

2019 versus 201¢

2019 % Increase/(Decrease
As Before Effect As Before
reported PFRS 16 of adoption 2018 reported PFRS 16
REVENUE
Net Sales 36,790.2 36,790.1 i 33,050.1 11.3% 11.3%
Rentals 255.8 255.8 i 233.7 9.5% 9.5%
37,046.0 37,045.9 i 33,283.8 11.3% 11.3%
COSTS AND EXPENSES
Cost of sales 28,5925 28,592.5 i 25,650.0 11.5% 11.5%
Operating expenses 7,390.2 7,458.8 (68.6) 6,758.8 9.3% 10.4%
35,982.7 36,051.3 (68.6) 32,408.8 11.0% 11.2%
Operating Income 1,063.3 994.6 68.6 875.0 21.5% 13.7%
OTHER INCOME (CHARGES)
Interest and other income 709.3 709.3 i 490.6 44.6% 44.6%
Finance costs (607.5) (19.3) 588.2 (19.0) 3,097.4% 1.6%
101.8 690.0 588.2 471.6 -78.4% 46.3%
Income before income tax ~ 1,165.1 1,684.6 (519.6) 1,346.6 -13.5% 25.1%
Provision for income tax 389.4 545.3 (155.9) 381.2 2.15% 43.0%
Net income 775.7 1,139.3 (363.7) 965.4 -19.7% 18.0%
Revenue
Net Sales

JRU WKH \HDU HQGHG 'HFHPEHU

FRPSDUHG WR

PLOOLRQ

WKH &RP

RXU QHW VDOHV ZHUH

stores and the partial-goeningof the firedamaged supermarket and department store boosted sales,
in addition to the same store sales growth of 2.2%.

Rental income

JRU WKH \HDU HQGHG 'HFHPEHU
FRPSDUHG WR n for thePye@r @hded December 31, 20&rease in rental income is
primarily due to the opening of new stores and partialp@ning of the fireadlamaged supermarket and
department store, whicimcreasednet leasable space, coupled with increase in rda&d due to

escalation clauses in our existing lease agreements.

RXU UHQWDO LQFRPH
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Costs and expenses

Cost of sales

For the year ended December 31, 2019, our cost of sales28#92.5 million, an increase of 11.5%
FRPSDUHG WR PLOOLRQ |RU3SMW201BCddtDol sk @GaivGlightlyr H P E
faster than net sales due to faster rate of growth of our food retail business, which typically have a
higher cost of sales compareddur general merchandise.

Operating expenses

JRU WKH \HDU HQGHG 'HFHPEHU RXU RSHUDWLQJ H[SHQ)
FRPSDUHG WR PLOOLRQ IRU WKH \HDU HQGHG 'HFHPE

expensesvas primarily driven by the opening of new storas,well as, the partial +®pening of the

fire-damaged supermarket and department store, offset byftht @f PFRS 1&.easesdoption as at

January 1, 2019.

Operating expenses for same stores, warehouses and shared services grew by 3.1% lower than the
increase in sales due to increased efficiency, cost saving measures and closure-péréormaimg
store in 2018.

Interest and other income

JRU WKH \HDU HQGHG 'HFHPEHU RXU LQWHUHVW DQG RW
of 44.6% conSDUHG WR PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEH

The increase was primarily due to recovery from insurance claims of the Corfgpaimyentory,
property and business interruption of a supermarket and department store that were damagied by fire
-DQXDU\ 7KLY DPRXQWHG WR PLOOLRQ DQG PLOOI

In addition, there was an increase in interest income from money market placements due to higher
placements and interest rates in 20IKLY DPRXQWHBLWRLRQ DQG PLOOLRC
2018, respectively.

Finance costs

JRU WKH \HDU HQGHG 'HFHPEHU RXU ILQDQFH FRVWY ZHI
FRPSDUHG WR PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU
primarily driven by the adoption of PFRS lléasess at Jauary 1, 2019.

Provision for income tax

JRU WKH \HDU HQGHG 'HFHPEHU RXU SURYLVLRQ IRU LQ
RI FRPSDUHG WR PLOOLRQ IRU WKH \HDU HQGHG 'HFt
decrease in income foee tax in 2019, Provision for income tax increased due to the tax effects of
nondeductible expenses, income subject to final tax and related adjustments of deferred tax assets.

Net income

As a result of the foregoing, for the year ended December 39, R&t income was

PLOOLRQ D GHFUHDVH RI FRPSDUHG WR PLOOLRC
December 31, 2018.
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The year ended December 31, 2018 compared with the year ended December 31, 2017

Revenue
Net Sales
For the year ended December 31, 20 RXU QHW VDOHVY ZHUH PLOOLRC
FRPSDUHG WR PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU

to the combined effect of a temporary closure of a supermarket and department store that were
damaed by fire,discontinuance of operation of a nparforming hypermarket and rationalization

of sales to resellers which were not profitable. The same causedrtbaction count and average
basket size to fall by 4.9% and 0.7%, respectively, in 201&uampared to 2017. A more focused
marketing and sales efforts resulted to an increase of 5.1% on the same stores sales in 2018.

Rental income

JRU WKH \HDU HQGHG 'HFHPEHU RXU UHQWDO LQFRPH Z
FRPSDUHG milkon for the year ended December 31, 2017. The decreaséavgely due to a
decrease in net leasable space resulting from a temporary closure of a supermarket and department
store. This is despite the increase in rental fees from the escalation dtaosesxisting lease
agreements in the remaining stores.

Costs and expenses

Cost of sales

JRU WKH \HDU HQGHG 'HFHPEHU RXU FRVW RI VDOHV ZD
FRPSDUHG WR PLOOLRQ IRU WK21IAHDY reBlQsGtd Gn'HFHP
improvement in gross margin as the decline in cost of sales is greater than the decline in net sales.
The margin improvement was driven by a wetecuted enhancement plan that included among
others, negotiation with suppliers aradionalization of unprofitable sales to resellers.

Operating expenses

JRU WKH \HDU HQGHG 'HFHPEHU RXU RSHUDWLQJ H[SHQ)
FRPSDUHG WR PLOOLRQ IRU WKH \HDU HhQ@perathg HFHPE

expenses was primarily due tocreases in insurance, taxes and licenses, professional fees and

personnel cost due to opening of new stores and salary rate adjustments.

Interest and other income

For the year ended December 31, 2018, ourlnteVW DQG RWKHU LQFRPH ZDV |
RI FRPSDUHG WR PLOOLRQ IRU WKH \HDU HQGHG 'HFH
and other income was primarily due to recovery from insurance claims of the company against
insurancecoverage for inventories, properties and business interruptions of a supermarket and
department store that were damaged by fire.

Finance costs

JRU WKH \HDU HQGHG 'HFHPEHU RXU ILQDQFH FRVWYV Z
FRPSDUH® Milkn for the year ended December 31, 2017. The increase in finance costs is
primarily driven by the increase in interest payments for credit cash bonds of credit account holders.

Provision for income tax

For the year ended December 31, 2018, durYLVLRQ IRU LQFRPH WDJ[ ZDV l
RI FRPSDUHG WR PLOOLRQ IRU WKH \HDU HQGHG 'HFHP
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for income tax was primarily due to the decrease in income before tax and related adjustments of
defered tax assets.

Net income
As a result of the foregoing, for the year ended December 31, 2018, our net income was

PLOOLRQ D GHFUHDVH RI FRPSDUHG WR PLOOLRQ

The year ended December 31, 20dompared with the year ended December 31, 2016

Revenue
Net sales
JRU WKH \HDU HQGHG 'HFHPEHU RXU QHW VDOHV ZHUH
FRPSDUHG WR PLOOLRQ IRU WKH \HDU HQGHG WdsHPEHU

primarily due to the opening of a new hypermarket and a new supermarket. Same stores sales fell by
0.7% due to decisions to rationalize sales to resellers which were unprofitable. Transaction count fell
by 5.2% in 2017 compared to 2016 but more fodus®rketing and sales efforts resulted to an
average basket size increase of 7.3%.

Rental income

JRU WKH \HDU HQGHG 'HFHPEHU RXU UHQWDO LQFRPH z
FRPSDUHG WR PLOOLRQ IRU W Ka&dThélibceabeQr@éh@l ihofmid Ra&sH U
primarily due to the opening of two new stores, which led to an increase in net leasable space.

Costs and expenses

Cost of sales

JRU WKH \HDU HQGHG 'HFHPEHU RXU FRVW Kdf UDOHV ZD
FRPSDUHG WR PLOOLRQ IRU WKH Matdgns heve® enbr@vetdHiHP EH
2017 compared to 2016 due to a wedkcuted margin enhancement plan that included among others,
negotiations with suppliers, improvement of share tdnmss of outright sales, lesser clearance sale
events, and rationalization of sales to resellers.

Operating expenses

JRU WKH \HDU HQGHG 'HFHPEHU RXU RSHUDWLQJ H[SHQ)\
FRPSDUHG WR he year @rdleédrD@cdrRidr ¥, 2016. The increase in operating

expenses was primarily due to an increase in salaries and wages, rental expenses, overhead expenses

and depreciation expenses resulting from the opening of new stores. In addition, nonrecurring

expHQVHV ZHUH LQFXUUHG LQ DPRXQWLQJ WR PLOOLRQ

unprofitable store in the first quarter of 2018.

Interest and other income

JRU WKH \HDU HQGHG 'HFHPEHU RXU L QWad,lanivdreaseQG R W
RI FRPSDUHG WR PLOOLRQ IRU WKH \HDU HQGHG 'HFHI
and other income was primarily due to an increase in foreign currency gains resulting from the
movements of the market exchange rates.

Finance costs

JRU WKH \HDU HQGHG 'HFHPEHU RXU ILQDQFH FRVWYV Z
FRPSDUHG WR PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU
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WR WKH SD\PHQW RI WRWDO RXWVWDQGLQJ ORDQ RI 0 DV |
company had minimal loans for working capital in 2017 and had nil loans outstanding as of the end of
December 2017.

Provision for income tax

For the year endedHFHPEHU RXU SURYLVLRQ IRU LQFRPH WDJ[ Z
RI FRPSDUHG WR PLOOLRQ IRU WKH \HDU HQGHG 'H
provision for income tax was primarily due to the increase in income before taxekmddr
adjustments of deferred tax assets.

Net income

As a result of the foregoing, for the year ended December 31, 2017, our net income was

PLOOLRQ DQ LQFUHDVH RI FRPSDUHG WR PLOOLR
December 31, 2016.

19



Financial Position
The year ended December 31, 2019 compared with the year ended December 31, 2018

As of December 31, 2019 and 2018, our net current assets, or the difference between total current
DVVHWY DQG WRWDO FXUUHQW OLDEA4T130.3/ nHivh, rédpectively,
representing a positive net working capital position.

Current Assets

Our current assets consist of cash, stemn investments, trade and other receivables, merchandise

inventories and other current assets. Total curres¢ta as of December 31, 2019 and 2018 were
PLOOLRQ DQG PLOOLRQ UHVSHFWLYHO\ 7KH LQFL

the increase in inventories and sherm investments, offset by the decrease in receivables and cash

and cah equivalents..

As of December 31, 2019, showW HUP LQYHVWPHQW WRWDOHG PLOOLRQ
PLOOLRQ PHUFKDQGLVH LQYHQWRULHV WRWDOHG
PLOOLRQ $V Rl '"HFHRBWHHWP LQYHVWRHQ@W WRWDOHG

WRWDOHG PLOOLRQ PHUFKDQGLVH LQYHQWRULHV WRW

WRWDOHG PLOOLRQ

$V RI '"HFHPEHU FDVK DQG FDVK HTXLYD @Idegnaase BfPR X Q\
IURP PLOOLRQ DV RI '"HFHPEHU 7KH GHFUHDVI

DGGLWLRQV WR SURSHUW\ DQG HTXLSPHQW DPRXQWLQJ WR
PLOOLRQ DQG SD\PHOIHV IRIU OHDVPLODRRIQOEWW ZHUH RIIV
million generated from operating activities.

Noncurrent Assets

Our noncurrent assets consist of property and equipmentofigise assets, deferred tax assmts

and norcurrent assets. TotaD RQFXUUHQW DVVHWYV DV RI '"HFHPEHU
PLOOLRQ DQG PLOOLRQ UHVSHFWLYHO\ 7KH LQFUHD
significantly due to the recognition of righf-use assets as result of adoption of PFRS 16,elseas

applied prospectively.

Current Liabilities

7TRWDO FXUUHQW OLDELOLWLHY DV RI '"HFHPEHU DQG
PLOOLRQ UHVSHFWLYHO\ $V RI '"HFHPEHU DQG
PL O OLR3X2D @ition, respectively, and consisted primarily of trade payables to our
suppliers for purchases of inventory.

Noncurrent Liabilities
7TRWDO QRQFXUUHQW OLDELOLWLHY DV RI '"HFHPEHU D Q

million, respectivey. The increase of 1465.9% in noncurrent liabilities is significantly due to the
recognition of lease liabilities as result of adoption of PFRS 16, Leases, applied prospectively.
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The year ended December 31, 2018 compared with the year ended Decginia&17

As of December 31, 2018 and 2017, our net current assets, or the difference between total current
DVVHWY DQG WRWDO FXUUHQW OLDELOLWLHYVY ZHUH
representing a positive net working capital poaitio

Current Assets

Our current assets consist of cash, stemn investments, trade and other receivables, merchandise

inventories and other current assets. Total current assets as of December 31, 2018 and 2017 were
PLOOLRQ DQG respectively Ol lde&c@ase of 2.5% of current assets is due to

the decrease in shegrm investments and inventories.

As of December 31, 2018, showW HUP LQYHVWPHQW WRWDOHG PLOOLRQ
PLOOLRQ PHUFKDWRWODHOHGYHQWRBLBWLRQ DQG RWKHU
PLOOLRQ $V Rl '"HFHRBWHHWP LQYHVWRHQ@W WRWDOHG
WRWDOHG PLOOLRQ PHUFKDQGLVH LQYHQWRULHV WRWD
WRWDOHG PLOOLRQ

$V Rl '"HFHPEHU FDVK DQG FDVK HTXLYDOHQWY DPRXQ\

I[URP PLOOLRQ DV RI '"HFHPEHU 7KH GHFUHDVF
additions to property and equipment ailQ WLQJ WR PLOOLRQ DQG GLYLGH
WR PLOOLRQ EXW ZHUH RIIVHW E\ WKH PLOOLRQ JHQ

Current Liabilities

7RWDO FXUUHQW OLDELOLWLHYV DV RI 'HFEHP @KU DQG
PLOOLRQ UHVSHFWLYHO\ $V Rl 'HFHPEHU DQG
PLOOLRQ DQG PLOOLRQ UHVSHFWLYHO\ DQG FRQ

suppliers for purchases of inventory.

The year @aded December 31, 2017 compared with the year ended December 31, 2016

As of December 31, 2017 and December 31, 2016, our net current assets, or the difference between
WRWDO FXUUHQW DVVHWV DQG WRWDO FXUUHQW ildnDELOLW
respectively, representing a positive net working capital position.

Current Assets

Our current assets consist of cash and cash equivalents;teshorinvestment, receivables,
merchandise inventories and other current assets. Total current aseét®erember 31, 2017 and
'"HFHPEHU ZHUH PLOOLRQ DQG PLOOLRQ UHV
current assets is significantly due to the increase of cash and cash equivalentsrehaktestments

and receivables.

As of December 31, 2017, show HUP LQYHVWPHQW WRWDOHG PLOOLRQ
PLOOLRQ PHUFKDQGLVH LQYHQWRULHYVY WRWDOHG
PLOOLRQ $V Rl '"HFHRBWHHW P L QY H VWREWMIion RR¢¢DaDIesG

WRWDOHG PLOOLRQ PHUFKDQGLVH LQYHQWRULHV WRWD
WRWDOHG PLOOLRQ

$V Rl '"HFHPEHU FDVK DQG FDVK HTXLYDOHQWY DPRXQV
12.1% from PLOOLRQ DV RI '"HFHPEHU 7KH LQFUHDVH

PLOOLRQ JHQHUDWHG IURP RSHUDWLRQ DFWLXdWLHYV D!

21



LQYHVWPHQWYV E\ PLOOLRQ DGGLWLRYJ WR SURSHRHUWQ LORQX
GLYLGHQGYV SD\PHQW DPRXQWLQJ WR PLOOLRQ

Current Liabilities
7TRWDO FXUUHQW OLDELOLWLHYV DV RI '"HFHPEHU DQG 'HF
PLOOLRQ UHVSHFWLYHO\ $V derhber F1HPEG tthde and othdd Q G

SD\DEOHV WRWDOHG PLOOLRQ DQG PLOOLRQ UHV!
payables to our suppliers for purchases of inventory.
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Cash Flows
The following table sets out information from our statements of cash flows for the periods indicated.

For the years ended December 31

2019 2018 2017
PLOOLRQ
Net cash flows generated from operating activiti
Netcash flows used in investing activities (2,480.2) (1,352.2) (763.0)
Net cash flows used in financing activities (1,506.1) (219.6)  (202.6)
Net increase in cash ( 688.6) ( 121.6)
,Q WKH &R P S Dfow§ yer@rdted ffob dpé€rating activities significantly increased by

127.4%, while net cash used in financing activities increased by 585.8%. This is a result of the
adoption of PFRS 16, Leases, applied prospectively. The Standard requires compaagssto pr
payments to lease liabilities within financing activities.

Had there been no adoption of PFRS 16, net cash flows generated from operating activities would
have increased by 38.7% only, while net cash used in financing activities increased by 0.1%.

For the year ended December 31, 201

As Before Effect of
reported PFRS 16 adoption
PLOOLRQ
Net cash flows generated from operating activitie
Net cash flows used in investing activities (2,480.2) (2,480.2) >
Net cash flows used in financing activities (1,506.1) (219.8) 1,286.3
Net increase in cash ( 688.6) ( 688.6) >

Net cash flows from operating activities

Our net cash flows from operating activities for the year eammber 31, 2019 was

3,297.7 million, which is comprised of operating income before working capital changes of

2,935.0 million, adjusted for changes in working capital, proceeds from insurance claims on
merchandise inventory and business interruptiuth iaterest received, partially offset by income tax
and interest paid. The changes in working capital were mainly attributable to the increase in trade and
RWKHU SD\DBOHRVYIRHW E\ WKH LQFUHDVH LQ PHUFKDQGAdVH LQ"
UHFHLYDEOHYV RI PLOOLRQ

Our net cash flows from operating activities for the year ended December 31, 2018 was

1,450.2 million, which is comprised of operating income before working capital changes of

1,494.7 million, adjusted for changes wworking capital, proceeds from insurance claims on
merchandise inventory and business interruption and interest received, partially offset by income tax
and interest paid. The changes in working capital were mainly attributable to the increase in other
curUHQW DVVHWY DPRXQWLQJ WR PLOOLRQ DQG GHFUHDVH
DV ZzHOO DV WKH LQFUHDVH LQ WUDGH DQG RWKHU SD\DEOHYV
million, respectively.

Our net cash flows generateabiih operating activities for the year ended December 31, 2017 was
PLOOLRQ ZKLFK FRPSULVHG RSHUDWLQJ LQFRPH EHIRL

million, adjusted for changes in working capital and interest received, partially offset lyeines

and interest paid. The changes in working capital were mainly attributable to increase in receivables,

other current assets and trade and other payables and decrease in noncurrent liabilities.
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Net cash flows used in investing activities

For the yar ended December 31, 2019, net cash flows used in investing activities was

2,480.2 million, which is significantly due to the acquisitions of property and equipment for the
FRQVWUXFWLRQ DQG ILW RXWV RI QHZ VWR Uiddthdd RORCKIIEW L QJ W
DVVHWYV E\ PLOOLRQ GXH WR DGYDQFH SD\PHQWV WR V
equipment, and increase inshiltHUP LQYHVWPHQWYV E\ PLOOLRQ

For the year ended December 31, 2018, net cash flows used in investitigsaetas

1,352.2 million, which is significantly due to the acquisitions of property and equipment for the
FRQVWUXFWLRQ DQG ILW RXWV RI QHZ VWRUHYV DPRXQWLQJ WR
DVVHWYV E\ PL O OLR Qyn@Hto VBWppliBr& 16D pufehhases Dof property and
equipment, and offset by the decrease inshNetHUP LQYHVWPHQWYV E\ PLOOLR!
LQVXUDQFH FODLPVY RQ SURSHUW\ DQG HTXLSPHQW E\ PLO

For the year ended December 31, 2017, ieMK I1ORZV XVHG LQ LQYHVWLQJ DFWL)Y

which resulted from the increase in shatMHUP LQYHVWPHQW E\ PLOOLRQ DC

equipment primarily resulting from acquisition of assets as well as fit outs of hew stonastiagnoo
PLOOLRQ DQG L QFRXHDUHIQMWQ DRW KINWY ER Q PLOOLRQ

Net cash flows used in financing activities

IHW FDVK IORZV XVHG LQ ILQDQFLQJ DFWLYLWLHV ZDV
2019, as a result of paymevit RI OHDVH OLDELOLWLHY DPRXQWLQJ WR

GLYLGHQGY DPRXQWLQJ WR PLOOLRQ GHFODUHG RQ ODUF¥
1HW FDVK IORZV XVHG LQ ILOQDQFLQJ DFWLYLWLHYV ZDV PL
asaresut® SD\PHQWV RI ILQDQFH OHDVH OLDELOLW\ DPRXQWLQJ
GLYLGHQGY DPRXQWLQJ WR PLOOLRQ GHFODUHG RQ ODUFE
1HW FDVK IORZV XVHG LQ ILQDQFLQJ DFWLYLWLHYV ZDV PL
aV D UHVXOW RI SD\PHQWV Rl ILQDQFH OHDVH OLDELOLW\ DPF
GLYLGHQGY DPRXQWLQJ WR PLOOLRQ GHFODUHG RQ ODUFI
Indebtedness

We have nil outstanding loans as of December 31, 2019, 2018 and 2017.
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Key Performance Indicators
For the years ended December 31,

2019 2018 2017
The Company
NetSale¥ PLOOLRQV 36,790.2 33,050.1 35,015.7
Average Basket Sif 622.5 590.2 594.5
Same store sales growt{%) 2.2% 5.1%* -0.7%
Numberof Stores 57* 53* 52
Net selling are® (sqm) 234,893 194,536 228,980

*excludes discontinued operations and temporary closure of stores

Notes:

(1) Net sales are gross sales, net of discounts and returns.

(2) Average basket size is the amount ofsaéts divided by the number of transactions for a given
period.

(3) Same store sales growth is the comparisons of net sales between two periods generated by the
relevant stores. The stores that are included in comparisons are those that have operatdeafstr

12 months preceding the beginning of the last month of the reporting period. The comparison for each
store takes into account net sales by that store during the same period it was in operation in both the
reporting period and the period of compsoin. The net sales of all the relevant stores in the relevant
period are then aggregated and compared.

(4) Net selling space is the area of the store where items are displayed, excluding the backroom and
warehouse.

Quantitative and qualitative disclosureof market risk

Our principal financial instruments consist of cash and receivables. The main purpose of our financial
instruments is to fund our operations and capital expenditures. We do not actively engage in the
trading of financial assets for specitatpurposes nor do we write options. The main risks arising
from our financial instruments are liquidity risk and credit risk. See Note 26 of the notes to our audited
financial statements.

Liquidity risk

Liquidity or funding risk is the risk that an emtiwill encounter difficulty in raising funds to meet
commitments associated with financial instruments. Our exposure to liquidity risk relates primarily to
our shortterm credit obligations. We seek to manage our liquidity profile by maintaining cash at a
certain level and ensuring the availability of ample unused revolving credit facilities from banks as
backup liquidity that will enable us to finance our general and administrative expenses and operations.
We maintain a level of cash deemed sufficienfib@ance operations. As part of our liquidity risk
management, we regularly evaluate our projected and actual cash flows.

Credit Risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and
cause the othgrarty to incur a financial loss. Our receivables are actively monitored by our collection
department to avoid significant concentrations of credit risk. We manage the level of credit risk we
accept through comprehensive credit risk policies setting @uasisessment and determination of
what constitutes appropriate credit risk for us. Our policies include setting up of exposure limits by
each counterparty or company of counterparties; right of offset where counterparties are both debtors
and creditors; mgorting of credit risk exposures; monitoring of compliance with credit risk policy; and
review of credit risk policy for pertinence and the changing environment.
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Trends, Events or Uncertainties that have had or that are reasonably expected to affeevenues
and income

(i)

(ii)

(iif)

(iv)

(v)

(vi)

There are no known trends, events or uncertainties that have had or that are reasonably
H[SHFWHG WR KDYH D PDWHULDO HIIHFW RQ &RPSDQ\YV

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

There are no material effalance sheet transactions, arrangements, obligations (including
contingent obligations), and other relationships of the company with urictztsd
entries or other persons created during the reporting period.

There are no material commitments for capital expenditures, general purposes of such
commitments, expected sources of funds for such expenditures.

There are no known trends, eventsuacertainties that have had or that are reasonably
expected to have a material effect on Sales.

The Company experiences seasonal fluctuations in operations. Historically, sales peak in
December of each year, thereafter it slows down in the first quértiee gear and begins

to increase in the second quarter, driven by the summer season, the school break in April
and May, and particularly the beginning of the school year in the month of June. This is
followed by a slowdown in sales in the third quartez tuthe rainy season.

Item 6 Financial Statements and Supplementary Schedules

The financial statements are filed as part of this report.
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Item 7 Changes in and Disagreements with Accountants on Accounting and Financial
Disclosures

(A) External Audit Fees and Services
Audit and Audit - Related Fees
(B) External Audit Fees and Services
Audit and Audit - Related Fees

The following table sets out the aggregate fees billed to the Company and its subsidiaries for the last
three years for professional services rendered by SyCip, Gorres Velayo & Co.,

Audit and Audit -Related Fees 2019 2018 2017
Fees for services that are P2.079,000, P2,079,000 P1,890,000
normally provided by the
external auditor in connection
with statutory and regulatory
filings or engagements
Professional Fees related to f i i i
Initial Public Offering

Feedor taxrelated services 150,000 i i
All Other Fees i 145,000 i
Total P2,229000 P2,224,0000 P1,890,000

All Other Fees pertains to fees paid by the Company for the certification oS@Q\TV 'LVEXUVHPFE
of Proceeds anHrogress Report in 2018.

There were no disagreements with the exteenalitors on any matter of accounting principles or
practices, financial statement disclosure, or auditing scope or procedure, which, if not resolved to their
satisfaction, would have caused the auditors to make reference thereto in their reports andia fin
statements of the Company.

No other service was provided by external auditors to the Compartyefgetrs ended December 31,
2019, 2018, and 2017

The Audit and Risk Committee approves any engagement for the services of the external auditor.
After reviewing the need for the services of the external auditor, the Audit and Risk Committee shall
review the engagement proposal submitted. If the Audit and Risk Committee finds the engagement
proposal acceptable, the Audit and Risk Committee then appamgepasses a resolution appointing

the external auditor and recommends that the said resolution be endorsed for the approval of the
&RPSDQ\fV VWRFNKROGHUV GXULQJ WKH $QQXDO OHHWLQJ R
stockholders of the Company theppaoves and ratifies the recommendation of the Audit and Risk
&RPPLWWHH GXULQJ WKH $QQXDO 6WRFNKROGHUVY OHHWLQJ

27



PART Il CONTROL AND COMPENSATION INFORMATION
Item 8 Directors and Executive Officers of the Issuer
(A) Board of Directors and ExecutiveOfficers of the Registrant
1. Board of Directors
Currently, the Board consists of seven (7) members, of which two (2) are independent directors.

The Table below sets forth certain information regarding the members of our Board:

Name Age Nationality  |Position

1. Frank S. Gaisano 62 Filipino Chairman

2. JackS. Gaisano 66 Filipino Director

3. EdwardS. Gaisano 64 Filipino Director

4. MargaretG. Ang 68 Filipino Director

1. Manuel C. Alberto 54 Filipino Director

6. Guillermo L. Parayno Jr. 71 Filipino IndependenDirector
7. RicardoNicanor N. Jacinto 59 Filipino IndependenDirector

Messrs. Frank S. Gaisano, Jack S. Gaisano, Edward S. Gaisano, and Ms. Margarehave
served their respective offices since the incorporation of the Company on Augusvi20Bainuel C.
Alberto was elected as Director on December 17, 2018, and assumed the position effective January 1,
2019, to fill in the vacancy in the Board dte the retirement of Mr. Arthur Emmanuel. h&
independent directors, Mr. Guillermo L. Parayno, Jr. and Mr. Ricardo Nicanor N. Jacinto, were elected
on July 16 and 27, 2015, respectivelll Board Members were relected to the Board during the
last AnnuDO 6WRFNKROGHUVY OHHWLQJ KHOG RQ 0D\

There are no other directors who declined to stand fete@ion to the board of directors since
the date of the last annual meeting of the stockholders for any reason whatsoever.

Board of Directors +Brief Description and Experience for the Last Five (5) Years

Frank S Gaisang62, hasEHHQ WKH &RPSDQ\TV &KDLUPDQ DQG &KLHI (]
and has served on the board akdtors since 2003. He holds a Bachelor cieScedegree in Civil
Engineering, which he received from the Cebu Institute of Technology in 1978, and is a board
certified civil engineer. Presently, Mr. Gaisano also serves as Chairman of AB Capital & Investment
Corporation and Pacific Mall CorporatioHe is also a Director of Vicsal Development Corporation,
Filipino Fund, Inc., Taft Property Venture Development Corporation, Taft Punta Engafio Property Inc.
and HTLand, Inc. Additionally, he is a Trustee of Vicsal Foundation, Incorporated.

JackS. Gaisanp66, hasbeen a Director of the Cgrany since 2003. He received a Bachelor of
Science degre@a Chemical Engineerinffom the University of San Carlos, Cebu Cityli76 and is
a boardcertified diemical engineer. He currently also serves as Chairman Rredident of Taft
Property Venture Development Corporation and Midland Development Corporation, and Chairman of
Vsec.Com. Inc. He is the Presidamd ViceChairmanof HTLand, Inc. He is also a Director of Vicsal
Development Corporation and Pacific Mallr@oration.

Edward S. Gaisano64, has served as a Director of the Company since 2083as been a

boardcertified Doctor of Medicine since 1980. Mr. Gaisano is currently Chairman and President of
Vicsal DevelopmentCorporation. He is also Chairman of ¥t Development Bank Corporation,
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Hyundai Alabang, Inc. and Hyundai Southern Mindanao, Inc. He is a Director of Taft Property
Venture Development Corporation and is the President of Pacific Mall Corporation and former
President of the Cebu Chamber of Coenoe & Industry. Additionally, Mr. Gaisano is a Trustee of
Vicsal Foundation, Incorporatednd a member of the Society of Fellows of the Institute of Corporate
Directors.

Margaret G.Ang, 68, has served as Director of the Company since 2003 and its r&@rpo
Secretary until July 26, 2015. Ms. Ang received a Bachelor of Science degree, major in Accounting
(1974, Cum Laude), from the University of San Carlos, Cebu City and is a certified public accountant.
She currently serves abBirector, Corporate Secreta and Treasurerof Vicsal Development
Corporation, Taft Property Venture Development Corporation and Vicsal Securities & Stock
Brokerage, Inc. Ms. Ang is also the President of Filipino Fund, Inc. and of Grand Holidays, Inc.
Additionally, she serves as arBctor of Manila Water Consortium, Inc. and as a Trustee of Vicsal
Foundation, Incorporated.

Manuel C. Albertob4, waselected as Director of the Company, and appointed as President and
Chief Operating Officer, on December 17, 2018, and assumed the position effective January 1, 2019,
replacing Mr. Arthur Emmanuel who retired on December 31, 2B&#re hiselectionappoiriment
as President and Chief Operating Officer, he served as R€SDQ\V &KLHI OHUFKDQG
Marketing Officer. He earned his Bachelor of Arts in Communication (1989) from Santa Clara
8QLYHUVLW\ &DOLIRUQLD 86% DQG R BAyemern)  @ID8Kitom tBeDAsSMNH U TV
Institute ofManagement. Before joining theo@pany, he served as President & General Manager of
Philippine FamilyMart Inc(20142018), VP & Business Unit Head (262815) & VP of Operations
(2001:2010) of Rustan Supercentinc., National Operation Director of Jollibee Foods C{p10
2013), Store General Manager of Pilipinas Makro ((1€98 DQG 6WRUH ODQDJHU R
Linen, USA.

RicardoNicanorN. Jacinto,59, was elected as an independent Director of the Gommpn
-X0O\ +H REWDLQHG KLV ODVWHUYfYV "HIJUHH LQ % XVLC(
University in 1986. Mr. Jacinto is an Executive Director of Torre LoreDeeelopment Corp,
aDirector of SBS Philippines Corporatipand SBS Holdings and Enteiges Corporation, an
Independent Director of Maybank ATR Kim Eng and Etiga Life and General Assurance
Philippines, Inc., andthe Treasurer/Trustee of the Judicial Reform Initiatind:. Jacinto
previously served as CEO of the Institute of Corporate Qireq20122017) and Managing Director
of Ayala Corporation (1992011). During the last two years of his tenure at Ayala Corporation, he
was seconded to Habitat for Humanity as its Executive Director.

Guillermo L. Parayno, Jr., 71, was electedas an independenDirector of the Company
on July 16, 2015.Mr. Paraynois alsothe Chairmanand Presidentof E-Konek Pilipinas, Inc.
andthe Director and Vice Chairmanof Philippine VeteransBank. He is also Presidentof
the Parayno Consultancy Services on logistics and distribution, customs, information,
technology and taxation and the Chairman & Presidentof Bagong Silang Farms, Inc.
Previously, Mr. Paraynoled several Asian DevelopmentBank Missions relating to Trade
Facilitation and servedas Commissioner of Customs from 1992 to 1998, and Commissioner
of the Bureauof Internal Revenue from 2002005.

29



2. Executive Officers

The following are thenames, ages, positions and citizenships of the incumbent officers of the
Company:

Name Adge Nationality Position

Frank S. Gaisano 62  Filipino Chairman& Chief ExecutiveOfficer
Manuel C. Alberto 54  Filipino President& Chief OperatingOfficer
Joselito G. Orense 54  Filipino Treasurer& Chief Financial Officer

VincentE. Tomaneng 52  Filipino CorporateSecretaryand Chief Legal Counse!

Tara Tsarina B. Pere 36 Filipino  AssistantCorporateSecretary& Complianc
Retuya Officer

Brief Description- Officers

Joselito G. Orense&h4, was appointed as the Treasure€RKief Financial Officer on March 16,
2016. He is a Certified Public Accountant. He earned his Bachelor of Science in Business
Administration and Accountancy (1987, Cum Laude) from the University of the Philippines, Diliman
DQG REWDLQHG K LivBOdhes¢/Mdddge¥mentHfiolchithid Asian Institute of Management in
1991. Prior to joining the Company in November 2015 as Deputy CFO, he has served as Chief
Financial Officer of All Value Holdings Corp. (2012 to 2015), Adidas Philippines (2004 to 2010), and
Golden Arches Development Corporation (Director of Accounting, and CFO, 1996 to 2002).

Vincent E. Tomanen®2, was appointed as the Corporate Secretary on July 27, 2015. He earned
his Bachelor of Laws (1994) arBiachelor of Science in Accountancy (B98agna Cum Laude)
degrees from the University of San Carlos in Cebu City. He is presently the Group General Counsel of
Vicsal Development Corporation and the Metro Gaisano Group of Companies. Prior to joining Vicsal
and the Metro Gaisano Group in May 30Cthe has worked with Sycip Salazar Hernandez &
Gatmaitan Law Offices as a Senior Associate (1997 to 2003) and with Sycip Gorres Velayo & Co.,
&3%TV DV D 7D[ 6XSHUYLMKRIb presentlytHe Director and Corporate Secretary of
Filipino Fund,Inc. from 2014, and Corporate Secretary of HTLand, fnem 2014, a Director of
Pacific Mall Corporation from 2010, artde Corporate Secretaof Vicsal Foundation, Incorporated
sinceFebruary 2020

Tara Tsarina B. PereRetuya,36, was appointed as the Assistant Corporate Secretary and
Compliance Officer on November 7, 2017, and assumed the position on November 30, 2017. She
earned her Bachelor of Science in Psychology (2005, Cum Laude) and Bachelor of Laws (2010)
degrees fromhe University of San Carlos in Cebu City. Prior to joining the Company, she has served
as Associate General Counsel of Aboitiz Equity Ventures, Inc. £201Q), and Securities Counsel of
the Securities and Exchange Commission (2BQ%7).

(B) Significant Employees

The Company has no significant employee or personnel who is not an executive officer but is
expected to make a significant contribution to the business.

(C) Family Relationships

Family relationships (by consanguinity or affinity within the ribu civil degree) between
'LUHFWRUVY DQG PHPEHUV RI WKH &RPSDQ\fV VHQLRU PDQDJHPI
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Frank S. Gaisano, Chairman of the Board of Directors, Jack S. Gaisano, Edward S. Gaisano and
Margaret G. Ang, Directors of the Company, are siblings.

Apart from the foregoing, there are no other family relationships up to the fourth civil degree
either by consanguinity or affinity among directors or executive officers of the Company.

(D) Involvement in certain Legal Proceedings of Directors and Executive @fers

7R WKH EHVW RI WKH &RPSDQ\fV NQRZOHGJH DQG EHOLI
&RPSDQ\fV GLUHFWRUV QRPLQHHV IRU HOHFWLRQ DW¥aGLUHFW
period prior to the date of this Report: (1) had any petitied oy or against any business of which
such person was a general partner or executive officer either at the time of the bankruptcy or within a
two-year period of that time; (2) have been convicted by final judgment in a criminal proceeding,
domestic or dreign, 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 order, judgment, or decree, not subsequently reversed, dedpenvacated, 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, commaodities or banking
activities; or (4) hae 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 sedgulatory organization, to have violatadecurities or commodities
law or regulation, such judgment having not been reversed, suspended, or vacated.

However, one of our Independent Directors, Mr. Guillermo L. Parayno, Jr., has disclosed that
there was one (1) filed complaint before the Offad€éehe Ombudsman where he has been named as a
respondent in his previous capacity as the former Commissioner of Customs. As of June 22, 2018,
the pending case was already dismissed, and the corresponding Clearance No. 03943407 was issued
by the Natimal Bureau of Investigation on July 11, 2018.

There are no material pending legal proceedings to which the Company is a party.
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Iltem 9 Executive Compensation

Summary Compensation Table

7KH IROORZLQJ WDEOH VHWYV R XVChf iEkbcétiRePE2&) BV fofirkninktU P D Q
highly compensated senior officers of the Company for the last three (3) years and projected for the
ensuing year (2020):

Name Position Year Aggregate Salary Bonus Other Annual
(Annual) Compensation
Frank S. Chairman and | 2019 Php55,378,513.9§ i 6,159,231.44
Gaisano Chief
Executive
Officer
Manuel C. President and | 2019
Alberto Chief
Operating
Officer
Conchita G. | Deputy Chief | 2019
Lazaro Marketing and
Merchandising
Officer
Joselito G. Chief 2019
Orense Financial
Officer and
Treasurer
Jonathan Juan Chief Strategy | 2019
DC Moreno and
Governance
Officer
All Other Officers and Directory 2019 Php4,032,179.3( i i
as a Group Unnamed

The following table identified and summarizes the aggregaiegpensation (actual and expected) of
WKH &RPSDQ\YV &KDLUPDQ DQG &KLHI ([HFXWLYH 2IILFHU DQG
executive officers of the Company in 2017, 2018, and 2019 and for the ensuing year 2020:

Chairman and Chief Executive Officer and Year Total (in Php)

the four most highly compensated executiy 2017 (Actual) 47,800,986.3¢

officers named 2018 (Actual) 58,046,455.0(

Above 2019 (Actual) 61,897,745.44
2020 (Projected) 61,897,745.44

All other Officers and Directors as a Group 2017 (Actual) 3,663,710.9¢

Unnamed 2018 (Actual) 4,227,222.34
2019 (Actual) 4,032,179.3(Q
2020 (Projected) 4,070,512.82
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Standard Arrangements

The by-laws of the Company provide that the Board is authorized to fix and
determinethe compensatiorof the Directorsand Officers in accordancewith law.

By resolutin of the Board there are currently no standardarrangementgursuantto
which Directors of the Company are compensatedor are to be compensateddirectly or
indirectly, for any servicesprovided as a Director, except reasonable per diem for attendance
in Board and/or Committee meetingss follows:

FIXED PER DIEM PER DIEM
ALLOWANCE +Per ALLOWANCE +Per
REMUNERATION BOD Meeting Committee Meeting
Executive Fixed monthly Nominal per diem of Nominal per diem of
Directors compensation Php10,000.00 (net of tax) Php10,000.00 (net of tax)
Non-Executive None Nominal per diem of Nominal per diem of
Directors Php10,000.00 (net of tax) Php10,000.00 (net of tax)
£150,000.00 (gross of  Chairman$245,000.00
Independent None tax) (gross of tax)
Directors Member:240,000.00

(gross of tax)

7KH WRWDO GLUHFWRU YW PSHD G OVG Gl IRWH IF /B, A0ANRAB! fefleviisP E H U

Name of Director 7RWDO 'LUHG@WRo) §
Frank S. Gaisano 76,923.05
Chairman & Chief Executive Officer
Jack S. Gaisano 33,333.30
Director
Edward S. Gaisano 55,555.50
Director
Margaret G. Ang 55,555.50
Director
Manuel C. Alberto 76,923.05
President & Chief Operatin®fficer
Guillermo L. Parayno, Jr. 1,355,000.00
Independent Director
Ricardo Nicanor N. Jacinto 1,530,000.00
Independent Director

Other Arrangements

Exceptfor Mr. Frank S. Gaisanoand Mr. Manuel C. Alberto who receivesalariesas
Chief Executive Officer and President& Chief Operating Officer, respectively,there are
no other arrangementsfor which the directors are compensatedby the Company for
servicesotherthanthose providedas a director.
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Employment Contracts

The Company has existing employment contracts with its executive officers.
Thesecontractsbasically specify the scopeof servicesexpectedfrom theseindividuals and
the compensatiorthatthey shall receive.

There are no arrangementsfor compensationto be received by these named
executiveofficers from the Companyin the eventof a changein control.

Warrants and Options Outstanding

As of the date of this Report, there are no outstandingwarrantsor options held by the Chief
Executive Officer, andPresident& Chief Operating Officer and the named key executive and
managerialofficers, and all officers and directorsas a group. However, the Board of Directors and
Stockholdersof the Companyhave adoptedresolutionson July 27, 2015 approvingthe establishment
of a stock option plan to offer up to 103,320,000Sharesout of its unissuedcapital stock to key
personnel. The specific terms of such stock option plan have not yet been establishedby the
& R P S D Q@dMiviationand CompensatiorCommittee
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Item 10. Security Ownership of Certain Beneficial Owners and Management

(A) Security Ownership of Certain Record and Beneficial Owners holding more than 5% of the
&RPSDQ\TV YRWLQJ Détemkdd BIW2019V DV RI

As of December 31, 2019he Companknows no one who beneficially owns in excess of 5% of the
&RPSDQ\fV FRPPRQ VWRFN H[FHSW VHW IRUWK LQ WKH WDEOH

Title of Name and addresses Name of Citizenship | Number of % of Total
Class of record owners and| beneficial owner shares held | Outstandin
relationship with the | and relationship g
Company with record
owner
Common | Vicsal Developmen| Same as recor| Filipino 2,627,427,30( 76.62%

Corporation owner
Vicsal Building,

corner of C.D. Sen(
and W.O. Seno Sts
Guizo, North
Reclamation Ared
Mandaue City

(stockholder)
Common | PCD Nominee PDTC Participanty Filipino 645,058,621 1881%
Corporation and their clients

37" Floor, Tower 1,
the Enterprise Cente
6766 Ayala Avenug
corner of Paseo d
Roxas 1226 Makat
City, Philippines

Common | PCD Nominee PDTC Participanty Nor- 131,842,101 3.8%%
Corporation and their clients | Filipino
37" Floor, Tower 1,
the Enterprise Cente
6766 Ayala Avenu€
corner of Paseo d
Roxas 1226 Makat
City, Philippines

Notes:
1. Vicsal Development Corporation (VDC) is the principal stockholder of the Company.

2. PCD Nominee Corporation is the registered owner of the shares in the books of the
&RUSRUDWLRQTY VWRFN DQG WUDQVIHU DJHQW 3&"' 1RPL
owQHG E\ 3KLOLSSLQH '"HSRVLWRU\ DQG 7UXVW &RUSRUDWL
to act as nominee and legal title holder of all shares of stock lodged in the PDTC. PDTC is a
private corporation organized to establish a central depository in ilijgpPies and introduce
a scripless or boe&ntry trading in the Philippines. Under the current PDTC system, only
participants (brokers and custodians) will be recognized by PDTC as the beneficial owners of
the lodged shares. Each beneficial owner of shaheough his participant will be the
beneficial owner to the extent of the number of shares held by such participant in the records
of the PCD Nominee.

35



3. Out of the Top 100 PDTC Participants, the following participants hold for various trust actt@unts
following shares of the Corporation aslxécember 31, 2019

Name of Participant Shareholdings Shareholdings
COL Financial Group, Inc. 111,404,272 14 34%
AB Capital Securities, Inc. 108,906,406 14.02%6
Banco De Oro+Trust Banking Group 92,201,181 11.8%6
BPI Securities Corporation 78,236,416 10.0™6
Abacus Securities Corporation 45,336,352 5.84%
The Hongkong and Shanghai Ba 42,084,200 5.41%
Corp. Ltd. +& OLHQW TV $F
Citibank N.A. 41,330,614 5.326
(B) Security Ownership of Management as oDecember 31, 2019
Amount and Nature % to
Name of of Beneficial Total
Title of Beneficial Ownership Out-
Class Owner Position Direct Indirect Citizenship | standing
Common | Frank S.| Chairman and 2| 30,448,00| Filipino .89%
Gaisano Chief Executive 0
Officer
Common | Edward S.| Director 75,002 0 | Filipino 0
Gaisano
Common | Margaret G.| Director 2| 6,834,000 Filipino 2%
Ang
Common | Jack S.| Director 2 0 | Filipino 0
Gaisano
Common | Manuel C.| President ang 1 0 | Filipino 0
Alberto Chief Operating
Officer
Common | Ricardo Independent 500,001 0 | Filipino .01%
Nicanor N.| Director
Jacinto
Common | Guillermo Independent 1 0 | Filipino 0
L. Parayno, Director
Jr.
Common | Joselito G.| Treasurer/ Chie 0 0 | Filipino 0
Orense Finance Officer
Common | Vincent E.| Corporate 500,000 0 | Filipino 0.01%
Tomaneng | Secretary
Common | Tara Tsaring Asst. Corporate 0 0 | Filipino 0
B. Perez | Secretary an(
Retuya Compliance
Officer

(C) Voting Trust Holders of 5% or more - as ofDecember 31, 2019

There are no persons holding more than 5%abss under a voting trust or similar agreement.
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(E) Changes in Control

As of December 31, 201%here has been no change in the control of the Corporation since the
beginning of itdast fiscal year.

Item 11. Certain Relationships and Relatedlransactions

Please refer to Not&l of the Financial Statements for the Related Party Transactions.

PART IV CORPORATE GOVERNANCE
Item 12. Corporate Governance

Please refer to thettached& RPSDQ\fV $QOQOXDO &RUSRUDWH *RYHUQDQFH 5¢F

PART V EXHIBITS AND SCHEDULES
Item 13 Exhibits and Reports on SEC Form 17C

7KH WDEOH EHORZ OLVWV WKH &RPSDQ\fV &KRUSRUDWH 'LVFOR\

List of Corporate Disclosures/Replies to SEC Letters
Under SEC Form 17#C
January 1-December 31, 2019

DATE SUBJECT
March 18, 2019 | Approval of cash dividends amounting to Php 205,762,500

Item 14 Use of Pioceeds

Please refer to thattached & RPSDQ\YV 'LVEXUVHPHQW RI 3URFRBKEHGY DQ
December 31,20 G XO\ FHUWLILHG EXxtem# Audt®& PSDQ\TV
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Pursuant to the requirement of Section 17 of the Code and Section 141 of the Corporate Code, this
report is signed on behalf of the issuer by the undersigned, thereunto duly authorized, in the City of

Cebuon Macch 18, 2070 .

By: ‘

NIANK S. $AISANO MANUEL C. ALBERTO
Chairman and Chief Executive Officer President and Chief Operating Officer
OSELITQ G. ORENSE " VINCENT E. TOMANEN
Tredsurer and Chief Financial Officer Corporate Secreta

SUBSCRIBED AND SWORN to before me this day of 20__affliants exhibiting to me
their respective Philippine passports as follows.

Passport No. Date of Issue Pla

Frank S. Gaisano
Manuel C. Alberto
Joselito G. Orense
Vincent E. Tomaneng

Doc. No.

Page No. .
Book No.

Series of 2020
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