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This Prospectus relates to the primary offer and sale to the public of 67,032,607 common shares (the
“Offer”, and such shares, the “Offer Shares”), with a par value of One Peso (₱1.00) per share, of
Kepwealth Property Phils., Inc. (“KPPI”, the “Company” or the “Issuer”), a corporation organized
under Philippine law.
The Offer Shares will be listed and traded on the Small, Medium, and Emerging Board (“SME Board”)
of The Philippine Stock Exchange, Inc. (“PSE”) under the trading symbol “KPPI.”
The Offer Shares shall be offered at a price of ₱5.74 per Common Share (the “Offer Price”). The
determination of the Offer Price is described on page 68 of this Prospectus and is based on a bookbuilding process and discussions between the Company and BDO Capital & Investments Corporation
(the “Sole Issue Manager, Underwriter and Sole Bookrunner” or “BDO Capital”). After completion of
the Offer (as defined below), a total of 201,057,609 Common Shares (as defined herein) will be issued
and outstanding. The Offer Shares will represent 33.34% of the outstanding Common Shares after the
Offer. Based on the Offer Price, the total market capitalization of the Company will be
₱1,154,070,675.66 upon listing.
Pursuant to its amended articles of incorporation, as approved by the Board of Directors on 9 January
2019 and approved by the Securities and Exchange Commission (the “SEC”) on 7 March 2019, the
Company has an authorized capital stock of ₱620,000,000.00 divided into 365,000,000 Common Shares
with a par value of One Peso (₱1.00) per Common Share and 255,000,000 Preferred Shares with a par
value of One Peso (₱1.00) per Preferred Share, of which 134,025,002 Common Shares and 255,000,000
Preferred Shares are issued and outstanding as of the date of this Prospectus.
The total proceeds from the sale of the Offer Shares will be ₱384,767,164.18. The estimated net
proceeds from the sale of the Offer Shares (after deducting fees and expenses payable by the Company)
will be approximately ₱363,027,683.35. The Company intends to use the net proceeds from the Offer
to fund key property and asset acquisitions for leasing purposes. For a more detailed discussion on the
Company’s proposed use of proceeds, see “Use of Proceeds” on page 56 of this Prospectus.
The Sole Issue Manager, Underwriter and Sole Bookrunner will receive a transaction fee based on the
gross proceeds from the sale of the Offer Shares. The underwriting fee includes any amount that will
be paid to selling agents, if any and where applicable. For a more detailed discussion on the fees to be
received by the Underwriter, see “Use of Proceeds” on page 56 and “Plan of Distribution” on page 59
of this Prospectus.
All of the Offer Shares issued and to be issued pursuant to this Offer have identical rights and privileges.
For a detailed discussion of the rights and features of the shares of stock of the Company, including the
Offer Shares, please refer to the section on “Description of the Common Shares” on page 140. Each
holder of the Offer Shares will be entitled to such dividends as may be declared by the Company’s
Board of Directors. A corporation may pay dividends in cash, by the distribution of property, or by the
issuance of shares. Approval by the Board of Directors suffices for the declaration of cash and property
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dividends while stock dividends may be paid and distributed only upon the approval of the shareholders
representing not less than 2/3 of the outstanding capital stock at a regular or special meeting called for
that purpose. The payment of stock dividends is subject to the approval of the SEC and PSE.
The payment of dividends in the future will depend upon the earnings, cash flow and financial condition
of the Company and other factors. Special cash dividends are declared depending on the availability of
cash, taking into account the Company’s capital expenditures and project requirements. The Company,
pursuant to a board approval on 9 January 2019, intends to pay dividends annually in the amount of up
to 25% of its audited net income after tax of the previous year subject to compliance with the
requirements of applicable laws and regulations and subject to investment plans and the financial
condition of the Company.
Under Philippine law, a corporation can only declare dividends to the extent that it has unrestricted
retained earnings. However, despite the existence of unrestricted retained earnings, dividend declaration
may be withheld by the Board of Directors when: (i) justified by definite corporate expansion; or (ii)
when the Company is prohibited under any loan agreement with any financial institution or creditor,
whether local or foreign, from declaring dividends without its consent, and such consent has not been
secured, or when there are certain conditions imposed on such dividend declaration; or (iii) when it can
be clearly shown that the retention of earnings is necessary under special circumstances obtaining in
the Company, such as when there is a need for special reserves for probable contingencies. There can
be no guarantee that the Company will pay any dividends in the future. See “Dividends and Dividends
Policy” on page 63 of this Prospectus.
Up to 13,406,600 Offer Shares (or 20% of the Offer Shares) are being offered in the Philippines to all
of the trading participants of the PSE (“PSE Trading Participants”) and up to 10% of the Offer Shares
are being offered in the Philippines to local small investors (“LSI”) under the Local Small Investors
Program. Any allocation of the Offer Shares not taken up by the PSE Trading Participants, LSIs, the
Underwriter’s clients, or the general public shall be purchased by the Underwriter pursuant to the terms
and conditions of the Underwriting Agreement. See “Plan of Distribution” on page 59 of this
Prospectus.
The Offer Shares may be owned by any person or entity regardless of citizenship or nationality,
provided that no more than 40% of the capital stock outstanding and entitled to vote of the Company
may be owned by foreigners. The Company owns 77 units with 98 leasable spaces in Kepwealth Center,
Cebu Business Park, Cebu City and by virtue of the ownership of such units has 81% interest in Keppel
Center Condominium Corporation (“KCCC”)1 which holds title to the common areas and land of
Kepwealth Center. Pursuant to the Condominium Act (Republic Act No. 4726), in cases where the
common areas in a condominium project are held by a corporation, no transfer or conveyance of a unit
shall be valid if the concomitant transfer of the appurtenant membership or stockholding in such
corporation will cause the alien interest in such corporation to exceed applicable nationality restriction
limits imposed by existing laws. Under the Philippine Constitution and related statutes, the ownership
of land is reserved for Filipino citizens or corporations or associations at least 60% of whose capital is
owned by Filipino citizens. As of the date of this Prospectus, the Company is 100% owned by Filipino
citizens. See “Regulatory” and “Risk Factors” on foreign ownership limitations on page 103 and page
41, respectively, of this Prospectus.

Change in corporate name from Keppel Center Condominium Corporation to Kepwealth Center Condominium
Corporation is currently pending.
1
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On 17 April 2019, the Company filed a Registration Statement with the SEC, in accordance with the
provisions of the Securities Regulation Code (“SRC”) for the registration of all the issued and
outstanding Common Shares of the Company and the Offer Shares. On 24 July 2019, the SEC issued a
Pre-Effective Letter in respect of the Company’s Registration Statement. Upon compliance with the
requirements of the Pre-effective Letter, the Company expects the SEC to issue the Order of
Registration of Securities and Certificate of Permit to Offer Securities for Sale.
The Offer is conditioned on the listing of the Offer Shares on the PSE. On 17 April 2019, the Company
filed its application for the listing and trading of the Offer Shares with the PSE. The Board of Directors
of the PSE approved the listing of the issued and outstanding Common Shares and the Offer Shares on
24 July 2019, subject to compliance with certain conditions. The approval for listing is merely
permissive and does not constitute a recommendation or endorsement of the Offer by the PSE. The PSE
assumes no responsibility for the correctness of any of the statements made or opinions expressed in
this Prospectus. Furthermore, the PSE makes no representation as to the completeness and expressly
disclaims any liability whatsoever for any loss arising from or in reliance upon the whole or any part of
the contents of this Prospectus.
The Company reserves the right to withdraw the offer and sale of the Offer Shares at any time, and the
Underwriter reserves the right to reject any commitment to subscribe for the Offer Shares in whole or
in part and to allot to any prospective purchaser less than the full amount of the Offer Shares sought by
such purchaser. If the Offer is withdrawn or discontinued, the Company shall make the necessary
disclosures to the SEC and the PSE.
The information contained in this Prospectus relating to the Company and its operations has been
supplied by the Company, unless otherwise stated herein. The Company confirms that, as of the date of
this Prospectus, the information contained herein relating to the Company and its operations, which are
in the context of the Offer (including all material information required by the applicable laws of the
Republic of the Philippines), is true and that there is no material misstatement or omission of facts
which would make any statement in this Prospectus misleading in any material respect and that the
Company hereby accepts full and sole responsibility for the accuracy of the information contained in
this Prospectus with respect to the same. The Company confirms that it has made all reasonable inquiries
in respect of the information, data and analysis provided to it by its advisors and consultants or which
is otherwise publicly available for inclusion into this Prospectus. The Company, however, has not
independently verified any such publicly available information, data or analysis.
Moreover, market data and certain industry data used throughout this Prospectus were obtained from
market research, publicly available information and industry publications. Industry publications
generally state that the information contained therein has been obtained from sources believed to be
reliable, but that the accuracy and completeness of such information are not guaranteed. Similarly,
industry forecasts and market research, while believed to be reliable, have not been independently
verified, and the Company nor the Underwriter does not make any representation or warranty, express
or implied, as to the accuracy or completeness of such information. The Underwriter assumes no liability
for any information supplied by the Company in relation to this Prospectus.
Unless otherwise indicated, all information in this Prospectus is as of the date of this Prospectus. Neither
the delivery of this Prospectus nor any sale made hereunder shall, under any circumstance, create any
implication that the information contained herein is correct as of any date subsequent to the date hereof
or that there has been no change in the affairs of the Company since such date.
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Unless otherwise indicated, all information in this Prospectus is as of the date of this Prospectus. Neither
the delivery of this Prospectus nor any sale made pursuant to this Prospectus shall, under any
circumstances, create any implication that the information contained herein is correct as of any date
subsequent to the date hereof or that there has been no change in the affairs of the Company since such
date.
No person has been or is authorized to give any information or to make any representation concerning
the Company or its affiliates or the Offer Shares, which is not contained in this Prospectus and any
information or representation not so contained herein must not be relied upon as having been authorized
by the Company, the Sole Issue Manager, Underwriter and Sole Bookrunner or any of their respective
affiliates and subsidiaries.
The contents of this Prospectus are not investment, legal or tax advice. In making any investment
decision regarding the Offer Shares, prospective investors must rely on their own examination of the
Company and the terms of the Offer, including, without limitation, the merits and risks involved, such
prospective investor’s own determination of the suitability of any such investment with particular
reference to its own investment objectives and experience, and any other factors which may be relevant
to it in connection with such investment. Neither the Company nor the Underwriter makes any
representation to any prospective purchaser regarding the legality of participating in the Offer under
any law or regulation. Each person should be aware that it may be required to bear the financial risks
of any participation in the Offering for an indefinite period of time. Prospective investors should consult
their own counsel, accountant and other advisors as to legal, tax, business, financial and related aspects
of a purchase of the Offer Shares, among others.
THE OFFER SHARES ARE BEING OFFERED ON THE BASIS OF THIS PROSPECTUS
ONLY. ANY DECISION TO PURCHASE THE OFFER SHARES MUST BE BASED ONLY ON
THE INFORMATION CONTAINED HEREIN. Any reproduction or distribution of this Prospectus,
in whole or in part, and any disclosure of its contents or use of any information herein for any purpose
other than considering an investment in the Offer Shares is prohibited.
In making an investment decision, Applicants are advised to carefully consider all the information
contained in this Prospectus, including risks associated with an investment in the Offer Shares. These
risks include:
•
•
•
•

risks relating to the Company’s existing business and industry;
risks relating to the Philippines;
risks relating to the Offer and the Offer Shares; and
risks relating to the presentation of information in this Prospectus.

For a more detailed discussion on the risks in investing, see section on “Risk Factors” on page 41 of
this Prospectus, which, while not intended to be an exhaustive enumeration of all risks, must be
considered in connection with a purchase of the Offer Shares. The Offer Shares are offered solely on
the basis of the information contained and the representations made in the Prospectus.
No dealer, salesman or other person has been authorized by the Company or Underwriter to issue any
advertisement or to give any information or make any representation in connection with the Offer other
than those contained in this Prospectus and, if issued, given or made, such advertisement, information
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or representation must not be relied upon as having been authorized by the Company or the
Underwriter.
The Company and the Underwriter have exercised due diligence in ascertaining that all material
representations contained in this Prospectus and any amendments and supplements are true and correct,
and that no material information was omitted, which was necessary in order to make the statements
contained in said documents not misleading.
The financial information included in this Prospectus has been derived from the financial statements of
the Company. Unless otherwise indicated, financial statements in this Prospectus has been prepared in
accordance with Philippine Financial Reporting Standards (“PFRS”).
In this Prospectus, references to “Pesos” or “₱” are to the lawful currency of the Philippines. This
Prospectus contains translations of certain amounts into U.S. Dollars at specified rates solely for the
convenience of the reader. In addition, unless otherwise indicated, US Dollar/Philippine Peso exchange
rates referred to in this Prospectus are Philippine Dealing System weighted average rates for the
indicated period or on the applicable date, as relevant. No representation is made that the Peso, U.S.
Dollar, or other currency amounts referred to herein could have been or could be converted into Pesos,
U.S. Dollars, or any other currency, as the case may be, at this rate, at any particular rate or at all.
Figures in this Prospectus have been subject to rounding adjustments. Accordingly, figures shown for
the same item of information may vary and figures which are totals may not be an arithmetic aggregate
of their components.
This Prospectus includes forward-looking statements. The Company has based these forward-looking
statements largely on its current expectations and projections about future events and financial trends
affecting its business. The words “believes,” “may,” “will,” “estimates,” “continues,” “anticipates,”
“intends,” “expects” and similar words are intended to identify forward-looking statements. In light of
these risks and uncertainties associated with forward-looking statements, investors should be aware that
the forward-looking events and circumstances discussed in this Prospectus might not occur. The
Company’s actual results could differ substantially from those anticipated in The Company’s forwardlooking statements.
The Company is organized under the laws of the Philippines. Its principal office address is Unit IJ0123 Burgundy Corporate Tower, 252 Sen. Gil Puyat Avenue, Makati City, with telephone number (+632)
978 5080 and (+63) 917 888 2789.
Any inquiries regarding this Prospectus should be addressed to:

KEPWEALTH PROPERTY PHILS., INC.
Unit IJ01-23 Burgundy Corporate Tower
252 Sen. Gil Puyat Ave.,
Makati City, Metro Manila
Telephone No. (+632) 978 5080 and (+63) 917 888 2789
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PRESENTATION OF FINANCIAL INFORMATION
The financial statements of the Company are reported in Philippine Pesos and are prepared in
accordance with the PFRS issued by the Financial Reporting Standard Council and adopted by the
Philippine SEC. This financial reporting framework includes PFRS, Philippine Accounting Standards
(“PAS”), and Philippine Interpretations from International Financial Reporting Interpretations
Committee (“IFRIC”).
The financial statements were also prepared in compliance with SRC Rule 68, as amended, for statutory
filing and in relation to the application of the Company for listing its common shares with the PSE.
The financial information presented herein should be read in conjunction with the financial statements
as of and for the three months ended 31 March 2019 and as of and for the years ended 31 December
2018, 2017, and 2016.
Figures in this Prospectus have been subject to rounding adjustments. Accordingly, figures shown in
the same item of information may vary, and figures which are totals may not be an arithmetic aggregate
of their components.
The financial year of the Company begins on January 1 and ends on December 31 of the year. Reyes
Tacandong & Co., the external auditor of the Company, has audited and rendered unmodified audit
reports on the financial statements of the Company as of and for the three months ended 31 March 2019
and as of and for the years ended 31 December 2018, 2017, and 2016.
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FORWARD-LOOKING STATEMENTS
All statements contained in this Prospectus that are not statements of historical fact constitute “forwardlooking statements.” This Prospectus contains forward-looking statements that are, by their nature,
subject to significant risks and uncertainties. These forward-looking statements include, without
limitation, statements relating to the expectations of the Company regarding:
•
•
•
•
•
•

future growth;
economic conditions in the Philippines;
results of operations and performance (both operational and financial);
business prospects;
business opportunities; and
known and unknown risks.

Such forward-looking statements are based on assumptions regarding the present and future business
strategies and the environment in which the Company will operate in the future. This Prospectus
includes forward-looking statements, including statements regarding the expectations and projections
of the Company or its management for future operating performance and business prospects. The
words, including, but not limited to, “anticipate”, “believe”, “budget”, “expect”, “forecast”, “intend”,
“plan” and similar expressions or statements that certain actions, events or results “could”, “may”,
“might”, “will”, or “would” be taken, occur or be achieved, have been used to identify these forwardlooking statements. However, these words are not the exclusive means of identifying forward-looking
statements. All statements regarding the Company’s expected financial condition and results of
operations, business, plans and prospects are forward-looking statements. These forward-looking
statements include statements as to the Company’s business strategy, its revenue and profitability
(including, without limitation, any financial or operating projections or forecasts), planned projects and
other matters discussed in this Prospectus regarding matters that are not historical facts. These forwardlooking statements and any other projections contained in this Prospectus involve known and unknown
risks, uncertainties and other factors that may cause the Company’s actual financial results,
performance or achievements to be materially different from any future financial results, performance
or achievements expressed or implied by such forward-looking statements or other projections.
Although the forward-looking statements contained in this Prospectus reflect the current beliefs of the
Company based upon information currently available to management and what management believes
to be reasonable assumptions, the Company cannot be certain that actual results will be consistent with
these forward-looking statements.
Significant factors that could cause some or all of the assumptions not to occur or cause actual results,
performance or achievements to differ materially from those in the forward-looking statements include,
among other things:
•
•
•
•

the nature of the real estate market in general and the property leasing market in particular;
competition;
general political, economic and business conditions in the Philippines;
the regulatory environment, including but not limited to environmental, tax and acquisitionrelated rules and regulations;
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•
•
•
•

the availability and cost of electricity;
weather conditions;
natural disasters and other unforeseen events; and
other risks and uncertainties described under “Risk Factors” and elsewhere in this
Prospectus.

See “Risk Factors” on page 41 of this Prospectus. Accordingly, prospective purchasers of the Offer
Shares are urged to consider these factors carefully in evaluating the forward-looking statements.
Should one or more of these uncertainties or risks, among others, materialize, actual results may vary
materially from those estimated, anticipated or projected as well as from historical results. Specifically,
but without limitation, revenues could decline, costs could increase, capital costs could increase, capital
investments could be delayed and anticipated improvements in performance might not be realized fully
or at all. Although the Company believes that the expectations of its management as reflected by such
forward-looking statements are reasonable based on information currently available to it, no assurances
can be given that such expectations will prove to have been correct. Accordingly, prospective
purchasers are cautioned not to place undue reliance on the forward-looking statements herein. In any
event, the forward-looking statements included herein are made only as of the date of this Prospectus
or the respective dates indicated herein, and the Company and the Underwriter expressly disclaim any
obligation or undertaking to release, publicly or otherwise, any updates or revisions to such forwardlooking statements contained herein to reflect subsequent events or circumstances. The Underwriter
does not take any responsibility for, or give any representation, warranty, or undertaking in relation to
any such forward-looking statements.

11

GLOSSARY OF TERMS
In this Prospectus, unless the context otherwise requires, the following terms shall have the meanings
set out below.
Affiliate

A corporation that directly or indirectly, through one or more
intermediaries, controls, is controlled by, or is under the common control
with the person specified, through the ownership of voting shares or other
means such as contractual agreements.

Applicant

A person, whether natural or juridical, who seeks to subscribe to the Offer
Shares by submitting an Application under the terms and conditions
prescribed in this Prospectus and the Application to Purchase.

Application

A subscription for the Offer Shares.

Application to Purchase

The application form to be completed by the prospective Applicants of the
shares and submitted to the Underwriter and/or Selling Agents, in such form
prescribed by the Company.

Banking Day

A day (except Saturdays, Sundays and holidays) on which banks in Makati
and Cebu City, Philippines are open for business.

BDO Capital

BDO Capital & Investment Corporation; also referred to as “Sole Issue
Manager” and/or “Underwriter” and/or “Sole Bookrunner” and/or
“Underwriter.”

BIR

Bureau of Internal Revenue.

Board or Board of
Directors

The Board of Directors of the Company.

BPO

Business Process Outsourcing.

BSP

Bangko Sentral ng Pilipinas, the central bank of the Philippines.

Building Code

Presidential Decree No. 1096, otherwise known as the National Building
Code of the Philippines.

CCCS

Central Clearing and Central Settlement.

Cebu

Cebu Province, including Metro Cebu, consisting of the following seven
cities: Cebu, Mandaue, Lapu-Lapu, Danao, Talisay, Naga and Carcar, and
six municipalities namely Compostela, Lilo-an, Consolacion, Cordova,
Minglanilla, and San Fernando.
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CG Manual

The manual on corporate governance of the Company approved and
adopted by the Board on 30 January 2019.

CGT

Capital Gains Tax.

Closely-held
Corporation

Any corporation at least 50% in value of outstanding capital stock or at least
50% of the total combined voting power of all classes of stock entitled to
vote is owned directly or indirectly by or for not more than 20 individuals.

Common Shares

The Company’s shares of common stock, each with par value of ₱1.00.

Company, “KPPI”, or
the “Issuer”

Kepwealth Property Phils., Inc.

Condominium Act

Republic Act No. 4726.

CPA

Certified Public Accountant.

CORTT

Certificate of Residence for Tax Treaty Relief.

CTRP

Comprehensive Tax Reform Program.

Data Privacy Act

Republic Act No. 10173, otherwise known as the Data Privacy Act of 2012.

DENR

Department of Environment and Natural Resources

DOLE

Department of Labor and Employment.

Domestic Corporation

A corporation created or organized under the laws of the Philippines.

DPO

Data Protection Officer.

Eligible Investors

Any natural person of legal age residing in the Philippines, regardless of
nationality, or any corporation, association, partnership, trust account, fund
or entity residing in and organized under the laws of the Philippines and/or
licensed to do business in the Philippines, regardless of nationality, subject
to the Company’s right to reject an application or reduce the number of
Offer Shares applied for subscription or purchase if the same will cause the
Company to be in breach of the Philippine ownership requirements under
relevant Philippine laws.

Euro Capital

Euro Capital Land, Inc.

Foreign Investments
Act

Republic Act No. 7042, as amended, otherwise known as the Foreign
Investments Act of 1991.

GOLD Group

Gimenez Olanday and Las Development Group
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Government

The Government of the Republic of the Philippines.

HLURB

Housing and Land Use Regulatory Board.

IAET

Improperly Accumulated Earnings Tax.

Independent Auditor

Reyes Tacandong & Co.

IPO

Initial Public Offering.

IRO

Investor Relations Office

IT

Information Technology.

KCCC

Keppel Center Condominium Corporation.2

Kepwealth Center

Commercial Building located at Samar Loop corner Cardinal Rosales
Avenue, Cebu Business Park, Cebu City (formerly “Keppel Center”).

KPHI

Keppel Philippines Holdings, Inc.

KPO

BPO-Knowledge Process Outsourcing.

Listing Date

19 August 2019, or such other date when the Common Shares are listed in
the PSE.

LGC

Republic Act No. 7160, otherwise known as the Local Government Code
of the Philippines.

LSI

Local small investors under the Local Small Investors Program.

Maceda Law

Republic Act No. 6552.

Makati

The City of Makati, Metro Manila.

MPO

Minimum public ownership.

Non-resident Alien

Individual whose residence is not within the Philippines and who is not a
citizen thereof.

Non-resident Foreign
Corporation

A non-Domestic Corporation not engaged in trade or business in the
Philippines.

OCT

Original Certificate of Title.

Change in corporate name from Keppel Center Condominium Corporation to Kepwealth Center Condominium
Corporation is currently pending.
2
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Offer

The offer and sale to the public of 67,032,607 existing Common Shares of
the Company.

Offer Period

The period commencing at 9:00 a.m., Manila time, on 5 August 2019 and
shall end at 12:00 noon, Manila time, on 9 August 2019 for the sale of the
Offer Shares.

Offer Price

₱5.74 per Common Share.

Offer Shares

67,032,607 existing Common Shares to be issued and offered by the
Company by way of a primary offer.

Outstanding Capital
Stock

The total shares of stock issued to subscribers or stockholders, whether or
not fully or partially paid (as long as there is a binding subscription
agreement), except treasury shares.

₱, Php, or Pesos

Philippine Pesos, the lawful currency of the Republic of the Philippines.

PAS

Philippine Accounting Standards.

PCA

Republic Act No. 10667, otherwise known as the Philippine Competition
Act.

PCC

Philippine Competition Commission.

PCD

Philippine Central Depository.

PDTC

The Philippine Depository and Trust Corporation, the central securities
depositary of, among other securities, securities listed and traded on the
PSE.

PEZA

Philippine Economic Zone Authority.

PFRS

Philippine Financial Reporting Standards.

PFRSC

Philippines Financial Reporting Standards Council.

Philippine National

Pursuant to the Foreign Investments Act of 1991 (Republic Act No. 7042,
as amended), the term shall mean any of the following:
(1) a citizen of the Philippines; or
(2) a domestic partnership or association wholly owned by citizens of the
Philippines; or
(3) a corporation organized under the laws of the Philippines of which at
least 60% of the capital stock outstanding and entitled to vote is owned and
held by citizens of the Philippines; or
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(4) a corporation organized abroad and registered as doing business in the
Philippines under the Revised Corporation Code of which 100% of the
capital stock outstanding and entitled to vote is wholly owned by Filipinos;
or
(5) a trustee of funds for pension or other employee retirement or separation
benefits, where the trustee is a Philippine national and at least 60% of the
fund will accrue to the benefit of the Philippine nationals.
Where a corporation and its non-Filipino stockholders own stocks in an
SEC registered enterprise, at least 60% of the capital stock outstanding and
entitled to vote of both corporations must be owned and held by citizens of
the Philippines and at least 60% of the members of the Board of Directors
of both corporations must be citizens of the Philippines, in order that the
corporations shall be considered a Philippine national.
Under SEC Memorandum Circular No. 08 dated 20 May 2013, for purposes
of determining compliance with the nationality requirement, the required
percentage of Filipino ownership shall be applied to both:
(a) the total number of outstanding shares of stock entitled to vote in the
election of directors, and
(b) the total number of outstanding shares of stock, whether or not entitled
to vote in the election of directors.
PIC

Personal information controllers.

PIP

Personal information processor.

Preferred Shares

The Company’s preferred shares, each with a par value of ₱1.00.

Prospectus

This Prospectus together with all its annexes, appendices, supplements and
amendments, if any.

PSE

The Philippine Stock Exchange, Inc.

PSE EDGE

PSE Electronic Disclosure Generation Technology.

PSE Trading
Participants or Trading
Participants

Entities authorized by the PSE to own and operate a trading right, pursuant
to applicable PSE rules.

Q1, Q2, Q3, Q4

First quarter, second quarter, third quarter and fourth quarter, respectively.
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QIBs

Qualified buyers as defined under the Securities Regulation Code and its
implementing regulations.

Receiving Agent

Metropolitan Bank & Trust Company – Trust Banking Group

Resident Alien

An individual whose residence is within the Philippines and who is not a
citizen thereof.

Resident Foreign
Corporation

A non-Domestic Corporation engaged in trade or business in the
Philippines.

Related Party

Parties are considered to be related if one party has the ability, directly or
indirectly, to control the other party or exercise significant influence over
the other party in making financial and operating decisions. Parties are also
considered to be related if they are subject to common control or common
significant influence. In considering each possible related party
relationship, attention is directed to the substance of the relationship and
not merely on legal form.

Rent Control Act

Republic Act No. 9653, otherwise known as the Rent Control Act of 2009.

RD

Register of Deeds.

Retained Earnings

The cumulative balance of net income, net of any dividend declaration.

Revised Corporation
Code

Republic Act No. 11232 otherwise known as the Revised Corporation Code
of the Philippines.

SCCP

Securities Clearing Corporation of the Philippines.

SEC

The Securities and Exchange Commission of the Philippines.

Securities Regulation
Code

Republic Act No. 8799, otherwise known as “The Securities Regulation
Code” and, as applicable, its implementing rules and regulations.

Selling Agents

Trading Participants of the Philippine Stock Exchange, Inc.

SKF

Santos Knight Frank, Inc.

SME

Small-and-medium-sized enterprise.

SME Board

Small, Medium, and Emerging Board of the PSE.

Sole Issue Manager,
Underwriter, and Sole
Bookrunner

BDO Capital & Investment Corporation. May also be referred to as “Sole
Issue Manager”, “Underwriter”, or “Sole Bookrunner”, as the context may
require.
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sq. m.

Square meters.

SRC Rules

The 2015 Implementing Rules and Regulations of the Securities Regulation
Code.

Stock Transfer Agent

BDO Unibank, Inc. – Trust and Investment Group

Stock Transfer
Agreement

The Stock Transfer Agreement executed between the Company and the
Stock Transfer Agent.

Trading Day

Any day on which trading is allowed in the PSE.

Tax Code

Republic Act No. 8424, as amended by Republic Act No. 10963, or the
National Internal Revenue Code of the Philippines.

TRAIN

Republic Act No. 10963, otherwise known as the Tax Reform for
Acceleration and Inclusion.

UNCLOS

United Nations Convention on the Law of the Sea.

Underwriter

BDO Capital & Investment Corporation.

Underwriting
Agreement

The agreement entered into by and between the Company and the
Underwriter, indicating the terms and conditions of the Offer and providing
that the Offer shall be fully underwritten by the Underwriter.

Unrestricted Retained
Earnings

The undistributed earnings of a corporation which have not been allocated
for any managerial, contractual or legal purpose and which are free for
distribution to the shareholders as dividends.

VAT

Value-Added Tax.
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EXECUTIVE SUMMARY
The following summary does not purport to be complete and is taken from and qualified in its entirety
by the more detailed information including the Company’s financial statements and notes relating
thereto appearing elsewhere in this Prospectus. For a discussion of certain matters that should be
considered in evaluating any investment in the Offer Shares, see the section entitled “Risk Factors” of
this Prospectus. Terms defined elsewhere in this Prospectus shall have the same meanings when used
in this summary.
Prospective investors should read this entire Prospectus fully and carefully, including the Company’s
financial statements and related notes. In case of any inconsistency between this summary and the
detailed information in this Prospectus, the more detailed portions, as the case may be, shall prevail.

COMPANY OVERVIEW
The Company is engaged in the business of investing in, purchasing, or otherwise acquiring and owning,
holding, using, selling, assigning, transferring, leasing, mortgaging, exchanging, maintaining,
administering, managing, and operating alone or jointly with others, or otherwise disposing of real
property, such as but not limited to office, commercial, agricultural and residential properties, hotels,
inns, resorts, apartments, or personal property of every kind and description.
The Company was incorporated in the Philippines on 23 September 2005.
The Company owns 77 units with 98 leasable spaces of Kepwealth Center in the Cebu Business Park.
The PEZA-accredited 15-storey building is currently tenanted by reputable firms both domestic and
multinational, in various industries such as in finance and insurance, audit, legal counselling, education,
health services, real estate, tourism, and sovereign agencies, among others.
The Company also acts as an asset manager for certain commercial and residential properties located
in key areas within Metro Manila.
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CORPORATE STRUCTURE
The chart below sets forth the ownership structure of the ownership of the Company as of 31 May 2019:

Ignacio B. Gimenez
& Family

100%

Edmundo G. Las
& Family

Roberto B. Olanday
& Family

100%

100%

Crown Castle
Holdings.Com, Inc.

We Serve 24
Hours, Inc.

56.4%

25.6%

Euro Capital Pte.
Ltd.
12%

100%

Las Tuazon and
Sons Realty, Inc.

Other
Shareholders*

6%

KEPWEALTH
PROPERTY
PHILS. INC.

Details on each company may be found in “Description of Business – Corporate Structure” part of this
Prospectus.
The ultimate beneficial owners of the Company, Messrs. Ignacio B. Gimenez, Roberto B. Olanday, and
Edmundo G. Las., has formed the Gimenez Olanday and Las Development Group (“GOLD Group”)3
which has business interests in various industries, particularly hotel, property development, property
leasing, and business services.

3

The GOLD Group is a grouping of business interests and is not an incorporated entity.
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Kepwealth Center

The Company owns 77 units with 98 leasable spaces in Kepwealth Center, known to be an iconic
landmark located in the Cebu Business Park, a 50-hectare master planned development in Cebu City.
Kepwealth Center is a 15-storey building with total floor area of 18,126 sq.m, with three (3) basement
floors dedicated to parking. This edifice stands on a 2,615 sq. m. property that is just mere walking
distance from the Ayala Malls Cebu and other establishments such as hotels and banks. The building is
PEZA-accredited making it ideal office spaces for BPOs and the like and quite accessible to various
means of transportation.
Details on Kepwealth Center may be found in “Description of Business - Properties” part of this
Prospectus.
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RECENT DEVELOPMENTS
The following are some of the significant developments involving the Company since 31 December
2018:
Amendment of Articles of Incorporation
On 7 March 2019, the Philippine SEC approved the Company’s application for the amendment of its
Articles of Incorporation which included the: (i) amendment of its Primary and Secondary purposes;
(ii) increase in the number of directors from five (5) to seven (7); (iii) decrease in the par value of its
common shares from ₱10.00 per share to ₱1.00 per share; and (iv) decrease in the par value of its
preferred shares from ₱10.00 per share to ₱1.00 per share. As a result of such approval on the
amendments, the Company’s total issued and outstanding share capital immediately prior to the Offer
consisted of 134,025,002 common shares and 255,000,000 preferred shares, each with a par value of
₱1.00. As required by the PSE Rules, a provision on lock-up was also incorporated.
Asset Management Business
In March 2019, the Company entered into agreements for the management of 459 units in the following
buildings located across Metro Manila: Oxford Suites (60 units), Medical Plaza Ortigas (79 units),
Burgundy Corporate Tower (91 units), Burgundy West Bay Tower (59 units). Atrium Mall (43 units),
Icon Macapagal (98 units), and Vivaldi Residences – Cubao Commercial Space (29 units). On 1 April
2019, the Company also entered into an agreement for the management of 96 units of Luxe Madrigal.
For further discussion of these buildings, please refer to page 86 on the “Business” section of this
Prospectus.
The asset management agreements entered into by KPPI have a standard term of five (5) years, mostly,
commencing in March 2019 until February 2024. The agreement is subject to automatic renewal unless
notice is given of the intention not to renew the agreement at least 90 days prior to the expiration of the
term.
Under the asset management agreements, KPPI’s main role is to maximize property value and
investment returns, which centers on market research, data analysis and revenue forecasting. It also
includes marketing services and improving tenant relations. In consideration, the Company will receive
a monthly service fee for the management of the units. For further discussion on the terms of the asset
management agreements, please refer to page 133 on the "Material Contracts and Agreements” section
of the Prospectus.
The asset management business of KPPI is built on a clear vision and purpose of enhancing the
commercial value of commercial and residential properties under its portfolio through innovative and
deliberate property management strategies.
In the few months of its operation, the expertise of our Asset Management Team has posted notable
gains for its clients as evidenced by increased tenant satisfaction. KPPI’s asset management portfolio
provides an avenue to further hone and refine the Company’s commercial property management
initiatives effectively reducing risks while improving tenant retention.
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Group Business Services
On 1 March 2019, the Company entered into a business process outsourcing agreement with Global
Officium Limited, Inc. (“Global O”). Under the agreement, KPPI has outsourced the following finance
and accounting business processes: treasury services, bookkeeping services, management accounting
reports and services, financial account reports and services, accounts payable function, accounts
receivable function, and tax compliance services. Likewise, functional support services for recruitment,
payroll, information and communication technology (ICT) services, and internal audit shall also be
provided by Global O.
Global O is a group business services provider of companies under the GOLD Group. Global O is driven
by key business principles. It shall serve as the vanguard of internal control for KPPI. As such, Global
O seeks to ensure compliance to statutory requirements, consolidation of information, reengineering
and standardization of processes while leveraging on technology. The group business services arm will
allow KPPI to take advantage of economies of scale and process standards while at the same time being
customer focused and business intelligent.

COMPETITIVE STRENGTHS
KPPI believes that it benefits from the following competitive strengths:
•

Diversified and high-quality tenant base;

•

Focus on recurring income business;

•

Flexible, scalable operations;

•

Proven management track record

•

Being well-positioned to benefit from positive macroeconomic growth trends

•

Ability to quickly establish business presence; and

•

Synergy with Shareholders and Related Parties.

BUSINESS STRATEGY
The Company believes that the successful implementation of the following strategies will support its
continued growth and profitability:
•

To enhance earnings base by steadily growing recurring income streams;

•

To include in its portfolio assets located in high-density urban areas;

•

To maintain flexibility and scalability of business model; and

•

To adhere to prudent financial management.
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RISKS OF INVESTING
Before making an investment decision, prospective investors should carefully consider the risks
associated with an investment in the Offer Shares. Certain of these risks are discussed in the section
entitled “Risk Factors” and include risks relating its business, risks relating to the Philippines, and risks
relating to the Offer and the Offer Shares and in this Prospectus. See section entitled “Risk Factors” of
this Prospectus for a more detailed discussion on the risk factors. These risks include:
Risks Relating to the Company and its Business
•
•
•

•
•
•
•
•
•
•
•
•

The Company may not be successful in implementing new business strategies or penetrating
new markets.
There is heightened competition among local and national players where the Company is
operating and will undertake its expansion.
Given the current geographic concentration of the Company's properties, the Company’s
results of operations would suffer if the leasing and asset management industry in the
Company's current markets decline.
The real estate sector is capital intensive and might cause difficulty for the Company to readily
raise the necessary capital to acquire new properties.
The Company relies on certain key personnel and the loss of any such key personnel or the
inability to attract and retain them may negatively affect the business.
The Company engages agents to market its properties.
Cancellation of contracts involving the Company's projects could adversely affect its business,
financial condition and results of operations.
Titles over properties owned by the Company may be contested by third parties.
The Company may be involved in litigation, which could result in financial losses or harm its
business.
The Company faces risks and challenges associated with acquisitions and investments.
The Company is a party to a number of related party transactions.
The implementation and effects of any future changes in accounting standards may affect the
financial reporting of the Company.

Risks relating to the Philippines
•

•

•
•
•
•

Political instability in the Philippines may have a negative effect on the general economic
conditions in the Philippines which could have a material adverse impact on the results of
operations and financial condition of the Company.
A substantial portion of the Company’s business activities and assets are based in the
Philippines, which exposes the Company to risks associated with the country, including the
performance of the Philippine economy.
Natural or other catastrophes, including severe weather conditions, may materially disrupt the
Company’s operations and result in losses.
Acts of terrorism could destabilize the country and could have a material adverse effect on the
Company’s business, financial position and results of operations.
Territorial disputes with China and a number of Southeast Asian countries may disrupt the
Philippine economy and business environment.
The Philippine property market is cyclical.
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Risks Relating to the Offer Shares
•
•
•
•

•
•
•
•

•

There can be no guarantee that the Offer Shares will be listed on the PSE.
There may be no liquidity in the market for the Offer Shares and the price of the Offer Shares
may fall.
Foreign ownership limitations may affect the liquidity of the market for the Offer Shares.
The market price of securities can and does fluctuate. The Offer Shares have not been publicly
traded and the relative volatility and illiquidity of the securities market may substantially limit
investors' ability to sell the Offer Shares at a suitable price or at a time they desire.
The relative volatility and illiquidity of the Philippine securities market may substantially limit
investors’ ability to sell the Offer Shares at a suitable price or at a time they desire.
Fluctuations in the exchange rate between the Peso and the U.S. Dollar may have an adverse
effect on the value of the Offer Shares.
Developments in other markets and countries may adversely affect the Philippine economy and,
therefore, the market price of the Offer Shares.
The Company’s management has broad discretion to determine how to use the proceeds
received from this Offer, and may use them in ways that may not enhance the Company’s
operating results or the price of the Company’s Offer Shares.
Future sales of Offer Shares in the public market could adversely affect the prevailing market
price of the Offer Shares and shareholders may experience dilution in their holdings.

PRINCIPAL OFFICE
The Company’s principal office is located at Unit IJ01-23 Burgundy Corporate Tower 252 Sen Gil
Puyat Ave., Makati City, Philippines. The Company’s contact numbers at this address are
+639178882789 and +632 9785080. Information on the Company can be obtained on its website:
https://kepwealth.com.
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SUMMARY OF THE OFFER OF THE COMMON SHARES
The Offer relates to the primary offer of 67,032,607 Common Shares at the Offer Price of ₱5.74 per
Offer Share. The following summary is qualified in its entirety by, and should be read in conjunction
with, the more detailed information appearing elsewhere in this Prospectus.
PRIMARY OFFER OF THE COMMON SHARES
Issuer

Kepwealth Property Phils., Inc. (the “Company”), a corporation duly organized under
the laws of the Republic of the Philippines

PSE Board

Small, Medium and Emerging Board

Sole Issue Manager,
Underwriter and
Sole Bookrunner

BDO Capital and Investment Corporation

The Offer

Offer of 67,032,607 Common Shares from the unissued authorized capital stock of the
Company

Offer Price

₱5.74 per Offer Share

Offer Period

The Offer Period shall commence at 9:00 a.m., Manila time, on 5 August 2019 and shall
end at 12:00 noon, Manila time, on 9 August 2019. The Company and the Underwriter
reserve the right to extend, shorten, or terminate the Offer Period, subject to the approval
of the SEC and the PSE.
Applications must be received by the receiving agent for TP applications or through
PSE EASy for LSI applications, as applicable, by 12:00 noon Manila time on 9 August
2019 and shall be subject to the terms and conditions of the Offer as stated in the
Prospectus and in the application. Applications received thereafter or without the
required documents will be rejected. The actual purchase of the Offer Shares shall
become effective only upon the actual listing of the Offer Shares on the PSE and upon
the obligations of the Underwriter under the Underwriting Agreement becoming
unconditional and not being suspended, terminated or cancelled on or before the Listing
Date in accordance with the provisions of such agreement.

Plan of Distribution

67,032,607 Offer Shares shall be offered by the Company to investors, through the
Underwriter. Up to 46,922,707 (or 70% of the Offer Shares) shall be offered by the
Company to QIBs and to the general public. Up to 13,406,600 Offer Shares (or 20% of
the Offer Shares) are being offered to all of the PSE Trading Participants. The remaining
up to 6,703,300 Offer Shares (or 10% of the Offer Shares) are being offered to LSIs in
the Philippines.
Upon the close of the Offer, any Offer Shares not taken up by the QIBs, PSE Trading
Participants and the LSIs shall be subscribed and/or distributed by the Underwriter to
its clients or the general public in the Philippines. In the event that there are Offer Shares
that remain unsubscribed at the end of the Offer, the Underwriter shall subscribe to the
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balance on a firm commitment basis pursuant to the terms of the Underwriting
Agreement between the Company and the Underwriter.
The Offer Shares shall be lodged with the PDTC and shall be issued to the investors in
scripless form. Investors may maintain ownership over the Offer Shares in scripless
form or opt to have the stock certificates in the relevant investor’s name after the Listing
Date by requesting an upliftment of the relevant Offer Shares from the PDTC’s
electronic system.
LSI Subscription through PSE EASy
A total of up to 6,703,300 Offer Shares, or 10% of the Offer, shall be made available
nationwide to Local Small Investors through the PSE Electronic Allocation System or
PSE EASy. A Local Small Investor is defined as a subscriber to the Offer who is willing
to subscribe to a minimum board lot or whose subscription does not exceed
₱100,000.00. In the case of this Offer, the minimum subscription of LSIs shall be 1,000
shares or ₱5,740.00, while the maximum subscription shall be 17,400 or up to
₱99,876.00. There will be no discount on the Offer Price. The procedure in subscribing
to Offer Shares via PSE EASy is indicated in the Company’s Implementing Guidelines
for Local Small Investors to be announced through the PSE EDGE website. Should the
total demand for the Offer Shares in the LSI program exceed the maximum allocation,
the Underwriter shall prioritize the subscriptions of small investors with amounts lower
than the maximum subscription.
Eligible Investors

The Offer Shares may be purchased by any natural person of legal age residing in the
Philippines, regardless of nationality, or any corporation, association, partnership, trust
account, fund or entity residing in and organized under the laws of the Philippines and/or
licensed to do business in the Philippines, regardless of nationality, subject to the
Company‘s right to reject an application or reduce the number of Offer Shares applied
for subscription or purchase if the same will cause the Company to be in breach of the
Philippine ownership requirements under relevant Philippine laws.
Foreign investors interested in subscribing or purchasing the Offer Shares should inform
themselves of the applicable legal requirements under the laws and regulations of the
countries of their nationality, residence or domicile, and as to any relevant tax or foreign
exchange control laws and regulations affecting them personally. Foreign investors,
both corporate and individual, warrant that their purchase of the Offer Shares will not
violate the laws of their jurisdiction and that they are allowed to acquire, purchase and
hold the Offer Shares.

Use of Proceeds

Proceeds from the Offer will be used to fund key property acquisitions for leasing
purposes. See the section entitled “Use of Proceeds” of the Prospectus.

Minimum
Subscription

Each application must be for a minimum of 1,000 Offer Shares, and thereafter, in
multiples of 100 Offer Shares. Applications for multiples of any other number of Offer
Shares may be rejected or adjusted to conform to the required multiple, at the
Company’s discretion.
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Lock-up; Restriction
on Issuance and
Disposal of Shares

The PSE rules require an applicant company under the SME Board to cause all its
existing shareholders to refrain from selling, assigning, encumbering, or in any manner
disposing of their shares for a period of one (1) year after the listing of the shares.
A total of 134,025,002 Common Shares held by the Company’s existing shareholders,
including nominee shareholders and the independent directors, will be subject to such
one- year lock-up.
The following stockholders of the Company are subject to a one-year lock-up from the
listing of the Shares:

Shareholder

Crown Castle Holdings.Com, Inc.
We Serve 24 Hours, Inc.
Euro Capital Pte. Ltd.
Las Tuazon and Sons Realty, Inc
John F. Catindig
Ignacio Salvador Gimenez, III
Edmundo G. Las
Gerard Joseph B. Alava
Robert Ivan B. Olanday
Restituto T. Lopez
Mark Anthony C. Migallos
TOTAL

No. of
Common
Shares
Covered by
the One Year
Lock-up
75,590,090
34,310,390
16,082,980
8,041,490
10
10
10
10
10
1
1
134,025,002

Ownership
Percentage to Total
Issued Shares Before
the Offer
56.40%
25.60%
12.00%
6.00%
Nil
Nil
Nil
Nil
Nil
Nil
Nil
100.00%

In addition, if there is any issuance of shares or securities (i.e., private placements, asset
for shares swap or a similar transaction) or instruments which lead to issuance of shares
or securities (i.e., convertible bonds, warrants or a similar instrument) completed and
fully paid for within six (6) months prior to the start of the offering period, and the
transaction price is lower than that of the offer price in the initial public offering, all
shares subscribed or acquired shall be subject to a lock-up period of at least one (1) year
from listing of the aforesaid shares.
To implement this lock-up requirement, the PSE requires the applicant company to
lodge the shares with the PDTC through a Philippine Central Depository (“PCD”)
participant for the electronic lock-up of the shares or to enter into an escrow agreement
with the trust department or custodian unit of an independent and reputable financial
institution. See “Principal Shareholders” and “Plan of Distribution.”
Except for the issuance of Offer Shares pursuant to the Offer or Common Shares for
distribution by way of stock dividends, the PSE is expected to require the Company, as
a condition to the listing of the Common Shares, not to issue new shares in capital or
grant any rights to or issue any securities convertible into or exchangeable for, or
otherwise carrying rights to acquire or subscribe to, any shares in its capital or enter into
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any arrangement or agreement whereby any new shares or any such securities may be
issued for a period of 180 days after the Listing Date.
Listing and Trading

On 17 April 2019, the Company filed a Listing Application with the PSE for the listing
of all the issued and outstanding Common Shares and the Offer Shares. The Company’s
application for the listing of the Common Shares was approved by the PSE on 24 July
2019. All of the Common Shares in issue or to be issued, including the Offer Shares,
are expected to be listed on the PSE on or about 19 August 2019 under the trading
symbol “KPPI.” Trading of the Common Shares that are not subject to lock-up is
expected to commence on the same date. See section on “Description of the Common
Shares” of the Prospectus.

Dividends

The Company, pursuant to a board approval on 9 January 2019, intends to pay dividends
annually in the amount of up to 25% of its audited net income after tax of the previous
year subject to compliance with the requirements of applicable laws and regulations and
subject to investment plans and financial condition of the Company.
Dividends shall be declared and paid out of the Company’s unrestricted retained
earnings in cash, property or stock, which shall be payable to all shareholders on the
basis of outstanding stock held by them. Unless otherwise required by law, the Board
of Directors, at its sole discretion, shall determine the amount, type and date of payment
of the dividends to the shareholders. The Company can give no assurance that it will
pay any dividends in the future.
For further discussion, please refer to the section on “Dividends and Dividend Policy”
of the Prospectus.

Refunds for the
Offer

In the event that the number of Offer Shares to be received by an Applicant, as
confirmed by the Underwriter, is less than the number covered by its application, or if
an application is rejected by the Company, then the Underwriter shall refund, without
interest, within five (5) Banking Days from the end of the Offer Period, all or a portion
of the payment corresponding to the number of Offer Shares wholly or partially rejected.
All refunds shall be made through the receiving agent with whom the Applicant has
filed the application, at the Applicant’s risk. The refund procedure shall be the same for
LSI applications.

Registration and
Lodgment of Shares
with PDTC

The Offer Shares are required to be lodged with the PDTC. The Applicant must provide
the information required for the PDTC lodgment of the Offer Shares. The Offer Shares
will be lodged with the PDTC at least two (2) Trading Days prior to the Listing Date.
The Applicant may request to receive share certificates evidencing such Applicant’s
investment in the Offer Shares through his/her broker after the Listing Date. Any
expense to be incurred by such issuance of certificates shall be borne by the Applicant.

Registration of
Foreign Investments

The BSP requires that investments in shares of stock funded by inward remittance of
foreign currency be registered with the BSP if the foreign exchange needed to service
capital repatriation or dividend remittance will be sourced from the Philippine banking
system. The registration with the BSP of all foreign investments in the Offer Shares
shall be the responsibility of the foreign investor. See “Regulatory - Philippine Foreign
Exchange Controls.”
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Foreign Ownership
Restrictions

Procedure for
Application

The Constitution and other related statutes restrict the ownership of private lands to
Philippine Nationals. In particular, the Company owns 77 units with 98 leasable spaces
in Kepwealth Center, Cebu Business Park, Cebu City and by virtue of the ownership of
such units has an 81% interest in KCCC which holds title to the common areas and land
of Kepwealth Center. Foreign equity participation in entities such as the Company,
which owns condominium units may be, in certain cases, be limited to a maximum of
40%.

•

•
•

•

•

•

•
•

For PSE Trading Participants
Application forms and signature cards may be obtained from the Underwriter.
Applicants shall complete the application form, indicating all pertinent
information such as the Applicant’s name, address, taxpayer’s identification
number, citizenship and all other information as may be required in the
application form. Applicants shall undertake to sign all documents and to do
all necessary acts to enable them to be registered as holders of Offer Shares.
Failure to complete the application form may result in the rejection of the
application.
If the Applicant is a corporation, partnership or trust account, the application
must be accompanied by the following documents:
a certified true copy of the Applicant’s latest articles of incorporation and bylaws (or articles of partnership in the case of a partnership) and other
constitutive documents (each as amended to date) duly certified by its corporate
secretary (or managing partner in the case of a partnership);
a certified true copy of the Applicant’s SEC certificate of registration or
certificate of filing amended articles of incorporation or by-laws, as the case
may be, duly certified by its corporate secretary (or managing partner in the
case of a partnership); and
a duly notarized corporate secretary‘s certificate (or certificate of the managing
partner in the case of a partnership) setting forth the resolution of the
Applicant‘s board of directors or equivalent body authorizing the purchase of
the Offer Shares indicated in the application, identifying the designated
signatories authorized for the purpose, including his or her specimen signature,
and certifying the percentage of the Applicant‘s capital or capital stock held by
Philippine Nationals. Foreign corporate and institutional Applicants who
qualify as Eligible Investors, in addition to the documents listed above, are
required to submit in quadruplicate, a representation and warranty stating that
their purchase of the Offer Shares to which their application relates will not
violate the laws of their jurisdictions of incorporation or organization, and that
they are allowed, under such laws, to acquire, purchase and hold the Offer
Shares.
An Application should be submitted in quadruplicate (four (4) copies, one (1)
of which shall be returned to the applicant) and accompanied by the following
documents (complete):
Duly-accomplished Applications submitted in quadruplicate (4 copies), one (1)
of which will be returned to the TP;
The required attachments as enumerated in the Applications;
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•

•
•

•

•

•

•

•

Payment Terms for
the Offer

Two (2) properly filled-out signature cards, each bearing the specimen
signatures of the TP’s designated signatories, duly authenticated and certified
by its Corporate Secretary;
Four (4) hard copies of the Sales Report duly certified by the respective
authorized signatories of the TPs; and
A CD containing a soft copy of the accomplished Sales Report.
For Local Small Investors
With respect to the LSIs, applications to subscribe for the Offer Shares must be
done online through PSE EASy. The system will generate a reference number
and payment instruction. Application to subscribe for the Offer Shares must be
settled within the Offer Period.
A list of branches of the PSE Trading Participants (“TPs”) where LSI
applicants may open trading accounts for the lodgment of the LSI applicant’s
LSI shares will be made available in the IPO Kiosks. The IPO Kiosks will be
set up in the PSE’s office in BGC, Paseo Center, and Kepwealth Center to
provide information about the Company, details about the Offer, and
instructions for subscribing through PSE EASy. An LSI Applicant should
nominate in the Application the TP through which its shares will be lodged.
Otherwise, the Application shall not be accepted.
In the event that an LSI Applicant does not have a TP, IPO Kiosks will provide
brokerage application forms of the Underwriter’s affiliated broker, BDO
Nomura Securities, Inc. (“BDO Nomura”). The LSI Applicant may open an
account with BDO Nomura and nominate said entity as its endorsing TP by
accomplishing an account opening form (downloadable from
https://www.bdo.com.ph/bdonomura/home) and submitting the same, together
with any required attachments, to BDO Nomura prior to submission of the
Application.
Note that LSI applications will be processed on a first-come, first-served basis;
while final allocation of Offer Shares will be determined pursuant to allocation
mechanics.
This section should be read in conjunction with the Offer Implementing
Guidelines which will be published on the PSE EDGE website.

The purchase price must be paid in full in Philippine Pesos upon the submission of the
duly completed and signed application form and signature card together with the
requisite attachments. Payment for the Offer Shares shall be made either by: (i) a
personal or corporate check drawn against an account with a BSP authorized bank at
any of its branches located in Metro Manila; or (ii) a manager‘s or cashier‘s check issued
by an authorized bank. All checks should be made payable to “KEPWEALTH
PROPERTY PHILS., INC.” and dated the same date as the application. TP applications
and the related payments will be received at any of the offices of the Underwriter,
receiving agent, or the selling agents, if any. For LSI subscriptions, the purchase price
may also be paid in cash following the payment instructions generated through PSE
EASy. LSI applicants may check the status of their subscription applications through
their PSE EASy investor accounts.
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Acceptance or
Rejection of
Applications for the
Offer

Risks of Investing

Application to Purchase is subject to confirmation by the Underwriter and the final
approval of the Company. The Company and the Underwriter reserve the right to accept,
reject or scale down the number and amount of Offer Shares covered by any application.
The Company and the Underwriter have the right to reallocate available Offer Shares in
the event that the Offer Shares are insufficient to satisfy the total applications received.
The Offer Shares will be allotted in such a manner as the Company and the Underwriter
may, in their sole discretion, deem appropriate, subject to distribution guidelines of the
PSE. Applications with checks dishonored upon first presentation and Application to
Purchase which do not comply with terms of the Offer will be automatically rejected.
Notwithstanding the acceptance of any Application to Purchase, the actual subscription
of the Offer Shares by the Applicant will be effective only upon the listing of the Offer
Shares at the PSE.
Risks Relating to the Company and its Business
•
•
•

•
•

•
•
•
•
•
•
•

The Company may not be successful in implementing new business strategies
or penetrating new markets.
There is heightened competition among local and national players where the
Company is operating and will undertake its expansion.
Given the current geographic concentration of the Company's properties,
the Company’s results of operations would suffer if the leasing and asset
management industry in the Company's current markets decline.
The real estate sector is capital intensive and might cause difficulty for the
Company to readily raise the necessary capital to acquire new properties.
The Company relies on certain key personnel and the loss of any such key
personnel or the inability to attract and retain them may negatively affect the
business.
The Company engages agents to market its properties.
Cancellation of contracts involving the Company's projects could adversely
affect its business, financial condition and results of operations.
Titles over properties owned by the Company may be contested by third parties.
The Company may be involved in litigation, which could result in financial
losses or harm its business.
The Company faces risks and challenges associated with acquisitions and
investments.
The Company is a party to a number of related party transactions.
The implementation and effects of any future changes in accounting standards
may affect the financial reporting of the Company.

Risks relating to the Philippines
•

Political instability in the Philippines may have a negative effect on the general
economic conditions in the Philippines which could have a material adverse
impact on the results of operations and financial condition of the Company.
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•

•
•

•
•

A substantial portion of the Company’s business activities and assets are based
in the Philippines, which exposes the Company to risks associated with the
country, including the performance of the Philippine economy.
Natural or other catastrophes, including severe weather conditions, may
materially disrupt the Company’s operations and result in losses.
Acts of terrorism could destabilize the country and could have a material
adverse effect on the Company’s business, financial position and results of
operations.
Territorial disputes with China and a number of Southeast Asian countries may
disrupt the Philippine economy and business environment.
The Philippine property market is cyclical.

Risks Relating to the Offer Shares
•
•
•
•

•

•
•
•

•

Expected Timetable

There can be no guarantee that the Offer Shares will be listed on the PSE.
There may be no liquidity in the market for the Offer Shares and the price of
the Offer Shares may fall.
Foreign ownership limitations may affect the liquidity of the market for the
Offer Shares.
The market price of securities can and does fluctuate. The Offer Shares have
not been publicly traded and the relative volatility and illiquidity of the
securities market may substantially limit investors ability to sell the Offer
Shares at a suitable price or at a time they desire.
The relative volatility and illiquidity of the Philippine securities market may
substantially limit investors ability to sell the Offer Shares at a suitable price or
at a time they desire.
Fluctuations in the exchange rate between the Peso and the U.S. Dollar may
have an adverse effect on the value of the Offer Shares.
Developments in other markets and countries may adversely affect the
Philippine economy and, therefore, the market price of the Offer Shares.
The Company’s management has broad discretion to determine how to use the
proceeds received from this Offer, and may use them in ways that may not
enhance the Company’s operating results or the price of the Company’s Offer
Shares.
Future sales of Offer Shares in the public market could adversely affect the
prevailing market price of the Offer Shares and shareholders may experience
dilution in their holdings.

The timetable of the Offer is expected to be as follows:
SEC en Banc approval

23 July 2019

Issuance of SEC Pre-effective letter

24 July 2019

PSE Board Approval

24 July 2019
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Issuance of PSE Notice of Approval

25 July 2019

Book-building Process

17 April to 1 August 2019

Price Setting

1 August 2019

Notice of final Offer Price to the SEC and PSE

2 August 2019

Issuance of Permit to Sell and Order of 2 August 2019
Registration
Start of Offer Period

5 August 2019

PSE Trading Participants’ Commitment Period

5 August 2019 to 7 August 2019

Local Small Investors’ Offer Period

5 August 2019 to 9 August 2019

Close of Offer Period

9 August 2019

Payment Date for PSE Trading Participants

9 August 2019

Listing Date and commencement of trading on the 19 August 2019
PSE
The dates included above are subject to the approval of the PSE and the SEC, market,
and other conditions, and may be changed.
Stock Transfer Agent BDO Unibank, Inc. – Trust and Investment Group
Receiving Agent

Metropolitan Bank & Trust Company – Trust Banking Group

Escrow Agent

BDO Unibank, Inc. – Trust and Investment Group

Independent Auditor

Reyes Tacandong & Co.

Legal Counsel to
Issuer

Picazo Buyco Tan Fider & Santos

Legal Counsel to the
Sole Issue Manager,
Underwriter and
Sole Bookrunner

Romulo Mabanta Buenaventura Sayoc & de los Angeles
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SUMMARY OF FINANCIAL INFORMATION
The following table sets forth financial and operating information of the Company. The information set
out below should be read in conjunction with, and is qualified in its entirety by reference to, the relevant
financial statements of the Company, including the notes thereto, contained in this Prospectus and the
section “Management’s Discussion and Analysis of Financial Condition and Results of Operations”
and other information included herein. The following data is qualified in its entirety by reference to all
that information.
The summary of the historical financial information as at 31 March 2019, 31 December 2018, 2017
and 2016, for the three-month periods ended 31 March 2019 and 2018, and for the years ended 31
December 2018, 2017 and 2016 were derived from the Company’s audited financial statements,
including the notes thereto, which are included in this Prospectus.
The financial statements of KPPI as at 31 March 2019, 31 December 2018, 2017 and 2016, for the
three-month periods ended 31 March 2019 and 2018, and for the years ended 31 December 2018, 2017
and 2016 were audited by Reyes Tacandong & Co.
The Company’s financial information included in this Prospectus were prepared in accordance with
the PFRS. The Underwriter and any of its affiliates, directors, officers and advisers disclaim all and
any liability whether arising in tort or contract or otherwise which it might otherwise have in respect
of any financial information of the Company.
KEPWEALTH PROPERTY PHILS., INC.
STATEMENTS OF FINANCIAL POSITION

March 31, 2019

2018

December 31
2017
2016
(As Restated - Note 44) (As Restated - Note 45)

ASSETS
Current Assets
Cash and cash equivalents
Trade and other
receivables
Other current assets
Total Current Assets
Noncurrent Assets
Investment properties
Office equipment
Net deferred tax asset
Deferred input value-added tax
Total Noncurrent
Assets

5

P
=87,276,329

P
=75,009,849

P
=72,284,681

P
=39,182,055

6,854,992
1,050,383
95,181,704

6,243,932
335,513
81,589,294

10,659,194
284,598
83,228,473

2,329,004
−
41,511,059

339,106,173
18,414
3,127,216
808,046

346,754,146
20,256
4,332,459
798,650

372,937,690
−
4,801,093
1,104,016

346,442,870
−
4,386,648
–

343,059,849

351,905,511

378,842,799

350,829,518

P
=438,241,553

P
=433,494,805

=462,071,272
P

=392,340,577
P

Id.
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March 31, 2019

2018

December 31
2017
2016
(As Restated - Note 44) (As Restated - Note 45)

LIABILITIES AND
EQUITY
Current Liabilities
Accounts and other payables
Due to related parties
Income tax payable
Total Current
Liabilities
Noncurrent Liabilities
Advance rent - net of current
portion
Security deposits- net of
current portion
Deferred credits
Total Noncurrent
Liabilities
Total Liabilities
Equity
Capital stock
Retained earnings
Total Equity

P
=34,699,574
592,647
1,394,761

P
=37,677,664
−
2,183,620

=31,444,578
P
62,886,700
1,251,443

=23,754,394
P
183,449
840,903

36,686,982

39,861,284

95,582,721

24,778,746

1,145,307

1,189,262

6,098,301

8,197,416

1,884,827
192,716

2,568,895
231,130

4,767,793
275,236

7,080,815
366,658

3,222,850
39,909,832

3,989,287
43,850,571

11,141,330
106,724,051

15,644,889
40,423,635

389,025,002
9,306,719
398,331,721

340,025,000
49,619,234
389,644,234

340,025,000
15,322,221
355,347,221

340,010,000
11,906,942
351,916,942

P
=438,241,553

P
=433,494,805

=462,071,272
P

=392,340,577
P
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KEPWEALTH PROPERTY PHILS., INC.
STATEMENTS OF COMPREHENSIVE INCOME
Three-Month Periods Ended
March 31
2019
REVENUE
Rent
Asset management

P
=21,895,147
749,896
22,645,043

Years Ended December 31
2017
2016
(As Restated - Note 46) (As Restated - Note 47)

2018

2018
=20,027,397
P
–
20,027,397

P
=81,846,155
–
P
=81,846,155

=75,475,152
P
–
=75,475,152
P

=70,847,515
P
–
=70,847,515
P

(30,194,603)

(28,770,894)

COST OF SERVICES

(9,287,547)

(8,444,224) (33,271,010)

GROSS INCOME

13,357,496

11,583,173

48,575,145

45,280,549

42,076,621

GENERAL AND
ADMINISTRATIV
E EXPENSES

(1,897,699)

(1,874,712)

(6,526,490)

(4,244,944)

(5,207,893)

INTEREST INCOME

41,377

198,830

632,739

786,347

426,336

OTHER INCOME

75,845

83,497

591,719

999,247

3,069,173

11,577,019

9,990,788

43,273,113

42,821,199

40,364,237

1,684,291
1,205,243
2,889,534

1,891,844
321,348
2,213,192

8,507,466
468,634
8,976,100

8,687,485

7,777,596

34,297,013

34,688,673

32,181,812

OTHER
COMPREHENSIV
E INCOME

–

–

–

–

–

TOTAL
COMPREHENSIV
E INCOME

P
=8,687,485

=7,777,596
P

P
=34,297,013

=34,688,673
P

BASIC AND DILUTED
EARNINGS PER
SHARE

P
=0.06

=0.06
P

P
=0.26

=0.26
P

INCOME BEFORE
INCOME TAX
PROVISION FOR
(BENEFIT FROM)
INCOME TAX
Current
Deferred
NET INCOME

6
7

Id.
Id.
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8,546,971
(414,445)
8,132,526

7,979,259
203,166
8,182,425

=
P32,181,812

=
P0.24

KEPWEALTH PROPERTY PHILS., INC.
STATEMENTS OF CHANGES IN EQUITY
Three- Month Periods Ended
March 31
2019
CAPITAL STOCK
Common
Balance at beginning of
period/ year
Issuance
Balance at end of
period/ year
Preferred
Balance at beginning
and end of period/
year
RETAINED
EARNINGS
Balance at beginning of
period/ year:
As previously
reported
Prior period
adjustments
As restated
Net income
Dividends
Stock
Cash
Balance at end of
period/ year

P
=85,025,000
49,000,002
134,025,002

255,000,000
389,025,002

9

2018

=85,025,000 P
P
=85,025,000
–
–

=85,010,000
P
15,000

=85,010,000
P
–

85,025,000

85,025,000

85,010,000

255,000,000 255,000,000
340,025,000 340,025,000

255,000,000
340,025,000

255,000,000
340,010,000

15,322,221

13,298,836

7,430,386

(1,391,894)
11,906,942
34,688,673

(1,705,256)
5,725,130
32,181,812

–
(31,273,394)

–
(26,000,000)

15,322,221

11,906,942

=355,347,221
P

=351,916,942
P

85,025,000

49,619,234

15,322,221

−
49,619,234
8,687,485

−
−
15,322,221 15,322,221
7,777,596 34,297,013

(49,000,000)
9,306,719
P
=398,331,721

8

2018

Years Ended December 31
2017
2016
(As Restated - Note 48) (As Restated - Note 49)

–
–

–
–

49,619,234
P
=
=363,124,817 389,644,234
P
23,099,817

Id.
Id.

38

KEPWEALTH PROPERTY PHILS., INC.
STATEMENTS OF CASH FLOWS
Three- Month Periods Ended
March 31

CASH FLOWS FROM
OPERATING ACTIVITIES
Income before income tax
Adjustments for:
Depreciation and
amortization
Interest income
Unrealized foreign exchange
gain
Operating income before
working capital changes
Decrease (increase) in:
Trade and other receivables
Other current assets
Deferred input value-added
tax
Increase (decrease) in:
Accounts and other payables
Advance rent
Security deposits
Deferred credits
Net cash generated from
operations
Income taxes paid
Interest received
Net cash provided by operating
activities
CASH FLOWS FROM
INVESTING
ACTIVITIES
Payment of initial leasing cost
Additions to office equipment
Acquisition of investment
properties
Cash used in investing activities
CASH FLOWS FROM
FINANCING
ACTIVITIES
Increase (decrease) in due to
related parties
Cash dividends paid
Issuance of common shares
Redemption of preferred shares
Net cash used in financing
activities

2019

2018

P
=11,577,019

=9,990,788
P

P
=43,273,113

7,593,537
(198,830)

30,043,473
(632,739)

8,271,593
(41,377)

11

2018

=42,821,199
P
26,858,749
(786,347)

=40,364,237
P
25,759,114
(426,336)

–

–

17,385,495

72,683,847

68,893,601

(611,060)
(714,870)

(5,332,498)
(1,412,163)

(3,131,647)
(50,915)

(8,313,645)
(2,722)

672,437
−

(9,396)

(281,876)

305,366

(1,385,892)

–

(2,978,090)
(43,955)
(684,068)
(38,414)

3,851,631
(4,768,839)
1,531,085
58,805

5,295,732
(4,909,039)
(2,198,898)
(44,106)

7,690,184
(2,099,115)
(2,313,022)
(91,422)

(3,016,079)
1,204,485
842,583
87,094

14,727,382
(2,473,150)
41,377

11,031,640
–
198,830

67,950,340
(7,575,289)
679,648

62,377,967
(8,136,431)
769,802

64,398,597
(8,497,825)
415,889

12,295,609

11,230,470

61,054,699

55,011,338

56,316,661

(621,778)
−

−
−

(2,920,733)
(22,098)

(911,808)
−

(1,626,556)
−

−
(621,778)

−
−

−
(2,942,831)

(4,572,962)
(5,484,770)

−
(1,626,556)

592,647
−
2

(456,360)
−
−
−

(55,386,700)
–
–
–

14,834,452
(31,273,394)
15,000
–

(16,956)
(26,000,000)
–
(35,000,000)

592,649

(456,360)

(55,386,700)

(16,423,942)

(61,016,956)

19,807,235

(Forward)

10

Years Ended December 31
2017
2016
(As Restated - Note 410) (As Restated -Note 411)

Id.
Id.
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(1,088,938)
64,608,077

Three-Month Periods ended
March 31
NET INCREASE
(DECREASE) IN CASH
AND
CASH EQUIVALENTS
EFFECT OF FOREIGN
EXCHANGE RATE
CHANGES IN CASH
AND CASH
EQUIVALENTS
CASH AND CASH
EQUIVALENTS AT
BEGINNING OF YEAR
CASH AND CASH
EQUIVALENTS AT END
OF YEAR
NONCASH INVESTING
ACTIVITIY
Issuance of common stock
through stock dividends
Settlement through offsetting of
advances to officers against
due to a related party
Acquisition of investment
properties through advances
from a related party

12
13

2019

Years Ended December 31
2017
2016
2018(As Restated - Note 412) (As Restated - Note 413)

2018

12,266,480

10,774,110

P
=2,725,168

P
=33,102,626

(P
=6,326,851)

–

–

–

–

1,088,938

75,009,849

72,284,681

72,284,681

39,182,055

44,419,968

P
=87,276,329

P
=83,058,791

P
=75,009,849

P
=72,284,681

P
=39,182,055

P
=49,000,000

P
=−

P
=−

P
=−

P
=−

P
=7,500,000

P
=−

P
=−

P
=−

P
=47,868,799

P
=−

Id.
Id.
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RISK FACTORS
General Risk Warning
An investment in the Offer described in this Prospectus involves a number of risks. Prospective investors
should carefully consider the risks described below, in addition to other information contained in this
Prospectus, including the financial statements of the Company and notes relating thereto, before
making any investment decision relating to the Offer Shares. These risk factors are presented below,
and are of equal importance and are only separated into categories for ease of reference.
The price of securities can and does fluctuate, and any individual security may experience upward or
downward movements, and may become valueless. There is an inherent risk that losses may be incurred
rather than profit as a result of buying and selling securities.
The past performance of the Company is not an indication of its future performance. Investors should
carefully consider all the information contained in this prospectus, including the risk factors described
below, before deciding to invest in the Offer Shares. This section entitled “Risk Factors” does not
purport to disclose all of the risks or other significant aspects of investing in the Offer Shares. The
occurrence of any of the events discussed below and any additional risks and uncertainties not presently
known to the Company or that are currently considered immaterial could have a material adverse effect
on the Company’s business, results of operations, financial condition and prospects and on the Offer
Shares and the investors may lose all or part of their investment. Investors may request publicly
available information on the Offer Shares and the Company from the SEC and PSE.
An investor should seek professional advice if he or she is uncertain of, or has not understood any
aspect of the Offer or the nature of risks involved in purchasing, holding and trading the Offer Shares.
Each investor should consult its own counsel, accountant and other advisors as to legal, tax, business,
financial and related aspects of an investment in the Offer Shares.
The means by which the Company intends to address the risk factors discussed herein are principally
presented under the captions “Business – Competitive Strengths,” beginning on page 87, “Business –
Strategies,” beginning on page 89, “Management’s Discussion and Analysis of Financial Condition
and Results of Operations,” beginning on page 77, and “Board of Directors and Senior Management –
Compliance with Corporate Governance Practices” beginning on page 126.
Risks Relating to the Company and its Business
The Company may not be successful in implementing new
business strategies or penetrating new markets.
The Company intends to continue its focus on property leasing and asset management as key areas of
growth. As part of its strategy, the Company intends to accelerate asset growth in high-growth, high
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margin small-and-medium-sized enterprise (“SME”) and explore and pursue selective synergistic
acquisitions.
While this strategy will diversify the Company’s revenue sources and asset base, it may likewise expose
the Company to a number of risks and challenges including, among others, the following:
• new and expanded business activities (in particular, the asset management business) may have
less growth or profit potential than the Company anticipates, and there can be no assurance that
new business activities will become profitable at the level the Company desires or at all;
• the Company’s competitors may have substantially greater experience and resources for the
new and expanded business activities;
• the Company may not be able to find the suitable location to acquire properties;
• economic conditions, such as rising interest rates or inflation and regulatory changes, such as
changes in tax regulations, could hinder the Company’s expansion.
In addition, new business endeavors may require knowledge and expertise which differ from those used
in the current business operations of the Company, including different management skills, risk
management procedures, and guidelines and systems. The Company may not be successful in acquiring
and developing such knowledge and expertise that will be sufficient to meet the requirements of the
Company’s expansion plans. Furthermore, managing such growth and expansion requires significant
managerial and operational resources, which the Company may not be able to procure on a timely basis
or at all. The Company’s inability to implement its business strategy and adequately managing the
related risks could have a material adverse effect on the business, financial condition and results of
operations of the Company.
To mitigate this risk, while the Company already maintains a competent and dynamic team of
professional executives and managers engaged in the management of the business, it strives to
strengthen the competencies of its employees. The Company likewise continues to actively invest in
market research in order to better align its business strategies with the market demand.
There is heightened competition among local and
national players where the Company is operating and
will undertake its expansion.
The Company's future growth and development are dependent, in part, on its ability to acquire
additional properties suitable for the Company's leasing business. Due to competition with other real
estate companies and the availability of suitable properties in the secondary market, KPPI may
experience difficulty in locating properties of suitable size in locations and at prices acceptable to the
Company and consistent with its expansion strategy. In the event the Company is unable to acquire
suitable properties at acceptable prices, with reasonable returns, or at all, its growth prospects could
be limited, and its business and results of operations could be adversely affected.
The Company faces tough competition from a number of local and national players that take advantage
of the growing real estate market in Metro Manila, Cebu City, and Davao City. The incoming pipeline
of office and commercial buildings in the Cebu Business Park will add to the inventory of leasable
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space in the area thereby increasing vacancy rates for the next few quarters until occupier demand
picks up. Furthermore, the expansion plans of the Company will cause it to directly compete with real
estate developers which construct buildings to lease out office and commercial space.
Kepwealth Center, because of its prime location, is a preferred choice for businesses to house their
operations within Cebu Business Park. As of 31 March 2019, the Company enjoys a 90% occupancy
rate, which is very competitive compared to newer buildings within the area.
The Company has also been able to quickly establish its asset management business with a number of
commercial and residential properties under its management. The Company believes its strong track
record in Cebu City’s premier business park and its quick and lean asset management operations will
allow it to thrive in the main market segments for its expansion, namely the high-end, mid-market,
and economic property leasing and asset management. The Company has also significant experience
in the fit-out of office space and can tailor-fit its properties to achieve their best use and ensure its
optimal market acceptance for the target market. Further, the Company’s solid performance is enabled
by innovative sales and marketing strategies.
With the Company’s growing market presence and expertise in various property offerings, the
Company believes it will be able to drive growth amidst heightened competition.
In addition, despite the heightened competition for properties in Metro Manila, Cebu City, and other
highly urbanized cities, the Company’s acquisition strategy eases any substantial difficulty in
acquiring target properties. The Company also believes its familiarity with the people and the
territories where it is operating and where it intends to operate as well as management’s significant
experience in the business enable the Company to attract proposals for possible joint ventures with
landowners or offers for sale of properties.
Given the current geographic concentration of the
Company's properties, the Company’s results of
operations would suffer if the leasing and asset
management industry in the Company's current markets
decline.
The Company's office leasing business is concentrated in Cebu City while its asset management
business is currently concentrated in Metro Manila. The continued growth and development of Cebu
City and Metro Manila are essential to the current business and future prospectus of the Company and
any prolonged economic downturn in these markets could have a material adverse effect on the
Company's business, results of operations, and financial condition.
To cushion the concentration of the Company’s operations in Cebu City and Metro Manila and
mitigate this risk, the Company intends to expand its leasing business and broaden the client base of
its asset management business to other highly urbanized centers in the Mindanao area, initially in
Davao City.
The real estate sector is capital intensive and might cause
difficulty for the Company to readily raise the necessary
capital to acquire new properties.
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The Company’s business expansion will require a substantial amount of capital to acquire properties
for leasing. While the Company may not need funds for the construction and development of buildings
since it intends to acquire assets from the secondary property market, this acquisition strategy will
entail documentation and transfer costs.
Historically, the Company has relied on internally-generated funds to acquire additional properties.
Due to the capital-intensive nature of its business, it is inevitable that the Company will need external
support to finance its planned asset acquisition. Failure to obtain the requisite funds could delay or
prevent the acquisition of properties which could materially and adversely affect the Company's
reputation, financial condition and results of operations.
To mitigate this risk, the Company intends to use the proceeds of the Offer to primarily fund its
business expansion strategies. The properties to be acquired by the Company and the asset
management business are expected to generate additional revenue to further support its expansion
activities. Furthermore, the Company may leverage on its existing assets to secure financing for asset
acquisition. In addition, the Company is open to strategic joint ventures which will allow the Company
to share the acquisition cost of certain properties with its joint venture partners.
The Company may likewise take into consideration other financing activities (e.g. debt financing) in
making major business investments or acquisitions. The Company ensures that any financial
commitments would be evaluated in terms of the inflow of revenues of its projects and their ability to
service their own financial requirements once fully operational.
The Company relies on certain key personnel and the loss of
any such key personnel or the inability to attract and retain
them may negatively affect the business.
The Company’s success depends upon, among other factors, the retention of its key management,
senior executives and upon its ability to attract and retain other highly capable individuals. The loss
of some of the Company’s key management, and senior executives, or an inability to attract or retain
other key individuals could materially and adversely affect the Company’s business, financial
condition and results of operations.
To mitigate this risk, the Company maintains a competent and dynamic team of professional
executives and managers engaged in the management of the business. The Company believes it
maintains a positive and harmonious working relationship with its executives, members of senior
management and other key officers.
The Company engages agents to market its properties.
The Company uses third party agents to market and sell its various property offerings to potential
customers. If these agents do not meet their requisite sales targets, the Company's business, financial
condition and results of operations could be adversely affected. Moreover, there is competition for the
services of such agents in the Philippines and many of the Company's competitors may attempt to
recruit agents away from the Company. If a large number of these agents were to cease selling for the
Company, the Company would be required to seek other agents, and there can be no assurance that
the Company could do so quickly or in sufficient numbers.
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To mitigate this risk, the Company has maintained a very professional and harmonious working
relationship with its extensive agency network. The Company has also pioneered various incentive
programs for its agents. Further, the Company has, in its complement, very competent and skilled inhouse marketing agents who market and sell its various property offerings to potential customers. At
least about 9% of the Company’s property offerings are promoted by its in-house agents and about
91% are coursed through third party agents. While the Company engages third party agents for most
of its marketing efforts, it is not entirely reliant on these third-party marketing agents but can actually
operate independently since it does not outsource its entire marketing activities to these third-party
agents.
In addition, with the establishment of the Company’s asset management business, the Company
believes it will be able to grow its internal capabilities with respect to marketing and landlord
representation. As the asset management business of the Company develops, the Company expects to
reduce its reliance on third party agents for the marketing of its property offerings and subsequently
conduct all marketing efforts internally.
Cancellation of contracts involving the Company's
projects could adversely affect its business, financial
condition and results of operations.
The Company's business, financial condition and results of operations could be adversely affected in
the event that a material number of its leasing and asset management contracts are cancelled. While
the Company has historically less than 1% cancellation rate, there can be no assurance that it will not
experience a material number of cancellations in the future. Should it happen, it will have a material
adverse effect on the Company's business, financial condition and results of operations.
To mitigate this risk and prevent cancellations, the Company ensures value for its customers' money
with its competitive pricing, quality location, well-established customer care, and property
management support. To minimize the risk of cancellations, the Company targets a prudent mix of
clients. The Company also aims to diversify its market further in order to avoid excessive dependency
on a particular geographic location of customers. Furthermore, the lease contracts of the Company
provide for the forfeiture of tenant deposits in the event that the lease is pre-terminated.
Titles over properties owned by the Company may be
contested by third parties.
While the Philippines has adopted a system of property registration which is intended to conclusively
confirm land and condominium ownership, and which is binding on all persons (including the
Government), it is not uncommon for third parties to claim ownership of property which has already
been registered and over which a title has been issued to another person or entity. The Company, from
time to time, may be required to defend itself against third parties who claim to be the rightful owners
of such property.
To mitigate this risk, the Company conducts the necessary due diligence before it acquires any
property. It likewise conducts its own surveys of these properties to verify the accuracy of technical
descriptions and the correctness of all boundaries. Furthermore, the Company investigates the
existence of any prevailing liens or tax obligations which may adversely affect its ownership rights to
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properties to be acquired. The Company has likewise put in place audit procedures to ensure that the
properties it will acquire are free from any undisclosed lien or encumbrance.
The Company may be involved in litigation, which could
result in financial losses or harm its business
The Company may in the future be, implicated in lawsuits on an ongoing basis. Litigation could result
in substantial costs to, and a diversion of effort by, the Company and/or subject the Company to
significant liabilities to third parties. There can be no assurance that the results of such legal proceedings
will not materially harm the Company’s business, reputation or standing in the market place or that the
Company will be able to recover any losses incurred from third parties, regardless of whether the
Company is at fault. Furthermore, there can be no assurance that (i) losses relating to litigation will not
be incurred beyond the limits, or that any such losses would not have a material adverse effect on the
results of the Company’s business, financial condition or results of operation, or (ii) provisions made
for litigation related losses will be sufficient to cover the Company’s ultimate loss or expenditure.
To mitigate this risk, the Company strives to maintain good relationship with customers, suppliers,
contractors, regulators and other parties it regularly deals with. The Company also endeavors to
amicably settle legal proceedings, resort to alternative methods of dispute resolution, and exhaust all
legal remedies available. As of the date of this Prospectus, the Company is not a party to any litigation.
The Company faces risks and challenges associated with
acquisitions and investments.
The Company intends to acquire properties and may enter into strategic alliances and joint ventures and
make investments, and will continue to seek opportunities to do so in the future as part of its expansion
plan. In order to pursue this strategy successfully, the Company must effectively identify suitable targets
for, and negotiate and consummate, acquisition or investment transactions, some of which may be large
or complex, and manage post-closing issues.
Risks associated with acquisition and investment transactions include the following, any of which could
adversely affect our revenue, gross margin and profitability:
• acquisition and investment transactions often require significant management resources,
which may divert the Company’s attention from other business operations;
• the Company may not fully realize all of the anticipated benefits of any acquisition and
investment transaction, and the timeframe for realizing benefits of an acquisition and
investment transaction may depend partially upon the actions of employees, advisors,
suppliers or other third parties;
• acquisition and investment transactions may result in significant costs and expenses and
charges to earnings, including those related to asset impairment charges and other liabilities,
legal, accounting and financial advisory fees;
• the Company may borrow to finance acquisition and investment transactions, and the
amount and terms of any potential future acquisition-related or other borrowings, as well as
other factors, could affect the Company’s liquidity and financial condition; and
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• if disputes arise in connection with acquisition and investment transactions, such disputes
may lead to litigation, which may be costly and divert the Company’s resources.
To mitigate this risk, the Company ensures that any acquisition or investment is within the Company’s
strengths and the expertise of its management. In addition, any acquisition or investment by the
Company must be consistent with its overall business strategies. Furthermore, the Company undertakes
the necessary due diligence review with respect to its acquisitions and investments.
The Company is a party to a number of related party
transactions.
The Company has in the past entered into transactions with companies directly or indirectly controlled
by or associated with the Company’s majority shareholders and other related parties and expects that it
will continue to enter into such transactions. These transactions may involve potential conflicts of
interest between the Company and the majority shareholders in a number of other areas relating to its
businesses, including:
•

major business combinations involving the Company and/or its affiliates;

•

plans to develop the respective businesses of the Company and/or its affiliates; and

•

business opportunities that may be attractive to the majority 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.
To mitigate this risk, the Company enters into related-party transactions at an arms-length basis.
Furthermore, upon the constitution of the Related Party Transaction Committee, related-party
transactions will be passed upon by the committee which will be composed of two independent
directors and one (1) non-executive director of the Company. Moreover, certain related party
transactions benefit the Company and allow it to tap into the broader asset base and business operations
of related parties.
The implementation and effects of any future changes in
accounting standards may affect the financial reporting of
the Company
The Philippines Financial Reporting Standards Council (“PFRSC”), or other regulatory bodies,
periodically introduce modifications to financial accounting and reporting standards under which the
Company prepares its financial statements. There can be no assurance as to the implementation of new
accounting standards in the Philippines and the significance of the impact it may have on the Company’s
financial statements in the future. To mitigate any potential risk to the Company, the Company shall
ensure close coordination with its auditors and full compliance with relevant regulations.
The PFRS 16, Leases standard will replace PAS 17, Leases and its related interpretations. The most
significant change introduced by the new standard is that almost all leases will be brought onto lessees’
statement of financial position under a single model (except leases of less than 12 months and leases of

47

low-value assets), eliminating the distinction between operating and finance leases. Lessor accounting,
however, remains largely unchanged and the distinction between operating and finance lease is retained.
Under prevailing circumstances, the adoption of the foregoing new and amended PFRS is not expected
to have any material effect on the financial statements of the Company, since in most of its arrangement
it is acting as a lessor and in the only lease arrangement where it is the lessee, the amount of lease is
significantly small and the Company does not foresee that the adoption of PFRS 16 will have any
material effect on the financial condition and/or business of the Company.
Risks Relating to the Philippines
Political instability in the Philippines may have a negative
effect on the general economic conditions in the Philippines
which could have a material adverse impact on the results of
operations and financial condition of the Company
The Philippines has from time to time experienced political and military instability. In recent history,
there has been political instability in the Philippines, including impeachment proceedings against two
former presidents and the chief justice of the Supreme Court of the Philippines, hearings on graft and
corruption issues against various government officials, and public and military protests arising from
alleged misconduct by previous and current administrations. There can be no assurance that acts of
political violence will not occur in the future and any such events could negatively impact the Philippine
economy. An unstable political environment may negatively affect the general economic conditions and
operating environment in the Philippines, which in turn could have a material adverse effect on the
business, operations, and financial condition of the Company.
In February 2019, journalist Maria Ressa was ordered arrested on charges of cyber libel. Her arrest
elicited concern from the international community and has been criticized by various groups as an
attempt by the government to silence critical press coverage against President Rodrigo Duterte and his
administration. In December 2018, Senator Antonio Trillanes III was ordered arrested in connection
with a libel case filed by presidential son Paolo Duterte. In February 2017, Senator Leila de Lima was
arrested after charges were filed in court accusing her of orchestrating a drug-trafficking ring during her
term as Secretary of the Department of Justice from 2010 to 2015. Senator Trillanes and Senator de
Lima are outspoken critics of the Duterte administration. In May 2018, the Supreme Court of the
Philippines ousted Chief Justice Maria Lourdes Sereno by ruling in a quo warranto proceeding that her
appointment was invalid. The removal of Chief Justice Sereno became controversial because it was not
coursed through the constitutionally mandated process of impeachment. On June 2018, former
President Benigno Aquino III was indicted for usurpation of legislative powers concerning the
Disbursement Acceleration Program during his term. Moreover, several individuals who were highranking officers under the administration of President Aquino have also been indicted for graft and
corruption charges and drug trafficking among other offenses. In addition, since the commencement of
the current administration, more than 1,000 alleged drug dealers and users have been killed in police
operations, and more than 1,300 drug dealers and drug users have been killed by supposed vigilantes.
Currently, the Duterte administration is pushing for a shift to a federal form of government. For this
purpose, the President created a consultative committee to review the 1987 Constitution and draft a
federal constitution.
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Further, the Company may be affected by political and social developments in the Philippines and
changes in the political leadership and/or government policies in the Philippines. Such political or
regulatory changes may include (but are not limited to) the introduction of new laws and regulations
that could impact the Company’s business.
No assurance can be given that any changes in such regulations or policies imposed by the Government
from time to time or the future political environment in the Philippines will be stable or that current or
future administrations will adopt economic policies conducive to sustaining economic growth. Political
instability in the future could reduce consumer demand for retail and consumer goods to the Company’s
disadvantage, or result in inconsistent or sudden changes in regulations and policies that affect the
Company’s business operations, which could have a material adverse impact on the results of operations
and financial condition of the Company.
A substantial portion of the Company’s business activities
and assets are based in the Philippines, which exposes the
Company to risks associated with the country, including the
performance of the Philippine economy.
The Company derives its operating income and operating profits from the Philippines and, as such, it is
highly dependent on the state of the Philippine economy. Factors that may adversely affect the
Philippine economy include:
•

decreases in business, industrial, manufacturing or financial activities in the Philippines, the
Southeast Asian region or globally;

•

foreign exchange rate fluctuations;

•

foreign exchange controls;

•

inflation or increase in interest rates;

•

levels of employment, consumer confidence and income;

•

Philippine government budget deficits;

•

the emergence of infectious diseases in the Philippines or in other countries in Southeast Asia;

•

natural disasters, including but not limited to tsunamis, typhoons, earthquakes, fires, floods and
similar events;

•

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

•

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

Any future deterioration in economic conditions in the Philippines due to these or other factors could
materially and adversely affect the Company’s customers and contractual counterparties. This, in turn,
could materially and adversely affect the Company’s financial position and results of operations.
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Therefore, changes in the conditions of the Philippine economy could materially and adversely affect
the Company’s business, financial condition or results of operations.
Natural or other catastrophes, including severe weather
conditions, may materially disrupt the Company’s
operations and result in losses.
The Philippines has experienced a number of major natural catastrophes over the years, including
typhoons, droughts, floods, volcanic eruptions and earthquakes. 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 operations. Although there can be no assurance that the Company will be adequately
compensated for all damages and economic losses resulting from natural catastrophes, the Company
maintains comprehensive insurance against natural catastrophes to cover its various properties.
Kepwealth Center, for instance, has a building insurance policy that cover material damage to its
facilities caused by natural catastrophes.
Acts of terrorism could destabilize the country and could have
a material adverse effect on the Company’s business,
financial position and results of operations.
The Philippines has been subject to a number of terrorist attacks in the past several years. The Philippine
army has been in conflict with various groups which has been identified as being responsible for
kidnapping and terrorist activities in the Philippines as well as clashes with separatist groups. In
addition, bombings have taken place in the Philippines, mainly in cities in the southern part of the
country. For example, in January 2019, bombs were detonated in the Jolo Cathedral in the Municipality
of Jolo, Sulu and a Mosque in Zamboanga City, Zamboanga del Sur. In May 2017, a clash erupted in
Marawi, Lanao del Sur between government security forces and the ISIS affiliated-Maute group,
following the government’s offensive to capture alleged ISIS leader in Southeast Asia, Isnilon Hapilon,
who was believed to be in the city. President Duterte immediately declared Martial Law in Mindanao
amid protests from the opposition and sectors of civil society. In a special joint session convened on 22
July 2017, both Houses of Congress voted to extend Martial Law until the end of 2017. On 17 October
2017, President Duterte declared the liberation of Marawi City. The clashes resulted in the loss of lives
of civilians, soldiers and ISIS-inspired extremists, as well as damage to property and livelihood of
Marawi residents and the reconstruction of the city is on-going. On 13 December 2017, both Houses of
Congress again granted President Duterte’s request to extend Martial law in Mindanao until 31
December 2018. For the third time on 17 December 2018, Martial Law was extended by both Houses
of Congress until 31 December 2019. In January 2019, separate petitions were filed with the Supreme
Court challenging the third extension of Martial Law in Mindanao.
An increase in the frequency, severity or geographic reach of these terrorist acts, violent crimes,
bombings and similar events could have a material adverse effect on investment and confidence in, and
the performance of, the Philippine economy. Any such destabilization could cause interruption to parts
of the Company’s businesses and materially and adversely affect its financial conditions, results of
operations and prospects.
The Duterte administration has initiated efforts to build peace with communist rebels and other
separatists through continuing talks with these groups.
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A new version of the BBL was crafted under the Duterte administration, which was finally signed into
law by President Rodrigo Duterte on 26 July 2018. The Bangsamoro Organic Law (“BOL”) abolished
the Autonomous Region in Muslim Mindanao and created the Bangsamoro Autonomous Region in
Muslim Mindanao (“BARMM”). The BARMM will be parliamentary-democratic in form, and will be
headed by a chief minister, who will preside over an 80-member parliament. The BOL, however, still
has to be cleared by a plebiscite and overcome possible legal challenges.
These continued conflicts between the Government and separatist groups could lead to further injuries
or deaths by civilians and members of the AFP, which could destabilize parts of the Philippines and
adversely affect the Philippine economy. There can be no assurance that the Philippines will not be
subject to further acts of terrorism or violent crimes in the future, which could have a material adverse
effect on the Company’s business, financial condition, and results of operations.
Territorial disputes with China and a number of Southeast
Asian countries may disrupt the Philippine economy and
business environment.
The Philippines, China and several Southeast Asian nations have been engaged in a series of
longstanding territorial disputes over certain islands in the West Philippine Sea, also known as the South
China Sea. The Philippines maintains that its claim over the disputed territories is supported by
recognized principles of international law consistent with the United Nations Convention on the Law
of the Sea (“UNCLOS”). Despite efforts to reach a compromise, a dispute arose between the Philippines
and China over a group of small islands and reefs known as the Scarborough Shoal. Actions taken by
both sides have threatened to disrupt trade and other ties between the two countries, including a
temporary ban by China on Philippine banana imports, a temporary suspension of tours to the
Philippines by Chinese travel agencies and the rejection by China of the Philippines’ request for arbitral
proceedings administered in accordance with the UNCLOS to resolve the disputes.
In 2016, the Permanent Court of Arbitration ruled in favor of the Philippines against China over
territorial disputes in the West Philippine Sea. The arbitral tribunal unanimously ruled, among others,
that (a) China has “no historical rights” to the resources within the sea areas falling within the “ninedash line;” (b) Chinese reclamation activity in the West Philippine Sea has caused irreparable damage
to the environment, obligating the Chinese government to stop further activities in the West Philippine
Sea; and (c) China has violated the Philippines’ sovereign rights in its exclusive economic zone by
interfering with Philippine fishing and petroleum exploration, constructing artificial islands, and failing
to prevent Chinese fishermen from fishing in the zone. However, China has said it will not recognize
the ruling. With no formal enforcement mechanism in place, the territorial dispute in the West
Philippine Sea remains contentious and unresolved.
There had been other occurrences of territorial disputes with Malaysia and Taiwan. In March 2013,
several hundred armed Filipino-Muslims illegally entered Malaysia in a bid to enforce an alleged
historical claim on the territory. Clashes between the Filipino-Muslim individuals and the Malaysian
armed forces resulted in casualties on both sides. Taiwan imposed economic sanctions on the
Philippines as a result of an incident in May 2013, whereby a Taiwanese fisherman was unintentionally
killed by a Philippine coast guard ship that opened fire on his vessel in a disputed exclusive economic
zone between Taiwan and the Philippines. The sanctions were eventually lifted after a formal apology
was issued by the Philippine government.
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Should territorial disputes between the Philippines and other countries in the region continue or escalate
further, the Philippines and its economy may be disrupted, and the Company’s operations could be
adversely affected as a result.
The Philippine property market is cyclical.
The Company expects to derive a substantial portion of its revenue in the future from current and
future portfolio of commercial and mixed-use projects. Accordingly, the Company is dependent on
the state of the Philippine property market. The Philippine property market has in the past been cyclical
and property values have been affected by the supply of and demand for comparable properties,
the rate of economic growth in the Philippines, and political and social developments.
Risks Relating to the Offer and the Offer Shares
There can be no guarantee that the Offer Shares will
be listed on the PSE.
Subscribers of the Offer Shares are required to pay for their purchase upon submission of their
Applications during the Offer Period. Although the PSE has already approved the Company's
application to list the Offer Shares, such approval is subject to certain conditions and the Listing Date
will be scheduled after the Offer Period. The Company has taken steps to ensure that it fully complies
with the registration and listing requirements and regulations in order to ensure that the Offer Shares
will be listed on the PSE. However, there can be no guarantee that listing will occur on the anticipated
Listing Date or at all. Delays in admission and commencement of trading in shares on the PSE have
occurred in the past. If the PSE does not admit the Offer Shares, the market for the Offer Shares will
not be liquid and investors may not be able to trade the Offer Shares. However, they would be able to
sell their shares by negotiated sale. This may materially and adversely affect the value of the Offer
Shares.
There may be no liquidity in the market for the Offer
Shares and the price of the Offer Shares may fall.
The Offer Shares will be listed in the PSE where trading volumes have been historically and
significantly smaller and highly volatile compared to major securities markets in more developed
countries. There can be no assurance that an active market for the Offer Shares will develop following
the Offer or, if developed, that such market will be sustained.
The Offer Price will be determined after taking into consideration a number of factors including, but
not limited to, the Company's prospects, the market prices for shares of comparable companies and
prevailing market conditions. The price at which the Offer Shares will trade on the PSE at any point
after the Offer may vary significantly from the Offer Price.
Foreign ownership limitations may affect the liquidity of the
market for the Offer Shares.
The Constitution and other related statutes restrict the ownership of private lands to Philippine
Nationals. In particular, the Company owns 77 units with 98 leasable spaces in Kepwealth Center, Cebu
Business Park, Cebu City and by virtue of the ownership of such units has an 81% interest in KCCC
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which holds title to the common areas and land of Kepwealth Center. Foreign equity participation in
entities such as the Company, which owns condominium units may be, in certain cases, be limited to a
maximum of 40%. Therefore, to the extent that foreign investors' ability to buy the Offer Shares is
limited, these restrictions may affect the liquidity of the Offer Shares.
The term Philippine National as defined under the Foreign Investments Act (Republic Act No. 7042, as
amended) means a citizen of the Philippines, or a domestic partnership or association wholly-owned by
citizens of the Philippines, or a corporation organized under the laws of the Philippines of which at
least 60% of the capital stock outstanding and entitled to vote is owned and held by citizens of the
Philippines, or a corporation organized abroad and registered to do business in the Philippines under
the Revised Corporation Code, of which 100% of the capital stock outstanding and entitled to vote is
wholly-owned by Filipinos or a trustee of funds for pension or other employee retirement or separation
benefits, where the trustee is a Philippine National and at least 60% of the fund will accrue to the benefit
of Philippine Nationals.
Pursuant to Philippine SEC Memorandum Circular No. 8, Series of 2013, which generally applies to all
corporations engaged in identified areas of activities or enterprises specifically reserved, wholly or
partly, to Philippine nationals by the Philippine Constitution, the Foreign Investments Act of 1991 and
other existing laws, amendments thereto, and implementing rules and regulations of the said laws, for
purposes of determining compliance with the constitutional or statutory ownership requirement, the
required percentage of Filipino ownership shall be applied to both: (i) the total number of outstanding
shares of stock entitled to vote in the election of directors; and (ii) the total number of outstanding shares
of stock, whether or not entitled to vote in the election of directors.
The market price of securities can and does fluctuate. The
Offer Shares have not been publicly traded and the relative
volatility and illiquidity of the securities market may
substantially limit investors' ability to sell the Offer Shares
at a suitable price or at a time they desire.
The market prices of securities can and do fluctuate, and it is impossible to predict whether the price of
the Offer Shares will rise or fall. An individual security may experience upward or downward
movements and may even lose all its value. There is an inherent risk that losses may be incurred rather
than profit made as a result of buying and selling securities. There is an extra risk of losing money when
securities are bought from smaller companies. There may be a substantial difference between the buying
price and the selling price of such securities. Trading prices of the Offer Shares will be influenced by,
among other things:
•

Variations in the Company's operating results;

•

Success or failure of the Company's management team in implementing business and growth
strategies;

•

Gain or loss of an important business relationship;

•

Changes in securities analysts' recommendations, perceptions or estimates of the Company's
financial performance;

•

Changes in conditions affecting the industry, the general economic conditions or stock market
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sentiments or other events or factors;
•

Differences between the Company's actual financial operating results and those expected by
investors and analysts;

•

Additions or departures of key personnel;

•

Changes in general market conditions and broad market fluctuations; and

•

Involvement in litigation.

These fluctuations may be exaggerated if the trading volume of the Company's Offer Shares is low.
The securities market is substantially smaller, less liquid, and more volatile than major securities
markets in the United States and other jurisdictions, and is not as highly regulated or supervised as some
of these other markets. The Offer Price has been determined by the Company in consultation with the
Underwriter, and could differ significantly from the price at which the Offer Shares will trade
subsequent to the completion of the Offer. There can be no assurance that after the Offer Shares have
been approved for listing on the PSE, an active trading market for the Offer Shares will develop or be
sustained after the Offer, or that the Offer Price will correspond to the price at which the Offer Shares
will trade in the Philippine public market subsequent to the offer. There is no assurance that investors
may sell the Offer Shares at prices or at times deemed appropriate.
The relative volatility and illiquidity of the Philippine
securities market may substantially limit investors’ ability to
sell the Offer Shares at a suitable price or at a time they
desire.
The market price of securities fluctuates, and it is impossible to predict whether the price of such
securities will rise or fall. An individual security may experience upward or downward movements and
may even lose its entire value. There is an inherent risk that losses may be incurred rather than profits
made as a result of buying and selling securities. There may also be a substantial difference between
the buying price and the selling price of each security.
Historical price performance is not a guide for future price performance and there may be a big
difference between the purchase price of the securities and the eventual price at which these securities
are sold. The market price of the Offer Shares will be influenced by, among other factors, the Company's
financial position, results of operations, and overall stock market conditions, as well as Philippine
economic, political, and other factors.
Fluctuations in the exchange rate between the Peso and the
U.S. Dollar may have an adverse effect on the value of the
Offer Shares.
The Offer Shares are listed on the PSE, where securities are quoted and traded in Pesos. If there are any
cash dividends on such Offer Shares, these dividends will be paid in Pesos. Fluctuations in the exchange
rate between the Peso and the U.S. Dollar may affect, among other things, the U.S. Dollar value of the
proceeds that a holder receives upon a sale of such shares or in respect of any cash dividends paid on
such shares.
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Developments in other markets and countries may adversely
affect the Philippine economy and, therefore, the market
price of the Offer Shares.
In the past, the Philippine economy and the securities of Philippine companies have been, to varying
degrees, influenced by economic and market conditions in other countries, especially other countries in
Southeast Asia, as well as investors’ responses to those conditions. Although economic conditions are
different in each country, investors’ reactions to adverse developments in one country may affect the
market price of securities of companies in other countries, including the Philippines. For example, the
economic crisis in the United States and Europe triggered market volatility in other countries’ securities
markets, including the Philippines. Accordingly, adverse developments in the global economy could
lead to a reduction in the demand for, and market price of, the Offer Shares.
The Company’s management has broad discretion to
determine how to use the proceeds received from this Offer,
and may use them in ways that may not enhance the
Company’s operating results or the price of the Company’s
Offer Shares.
The Company plans to use the net proceeds from the Offer as described under “Use of Proceeds.” The
Company’s management will have broad discretion over the use and investment of the net proceeds
from the Offer, and accordingly investors in the Offer will need to rely upon the judgment of the
Company’s management with respect to the use of proceeds with only limited information concerning
management’s specific intentions.
Future sales of Offer Shares in the public market
could adversely affect the prevailing market price of
the Offer Shares and shareholders may experience
dilution in their holdings.
In order to finance the expansion of the Company's business and operations, the Company's board of
directors will consider all funding options available to the Company at the time, which may include the
issuance of new Offer Shares or other types of securities. If additional funds are raised through the
issuance of new equity or equity-linked securities other than on a pro rata basis to existing shareholders,
the percentage ownership of the shareholders may be reduced, shareholders may experience subsequent
dilution and/or such securities may have rights, preferences and privileges senior to those of the Offer
Shares.
Further, the market price of the Offer Shares could decline as a result of future sales of substantial
amounts of the Offer Shares in the public market or the issuance of new Offer Shares, or the perception
that such sales, transfers or issuances may occur. This could also materially and adversely affect the
prevailing market price of the Offer Shares or the Company's ability to raise capital in the future at a
time and at a price the Company deems appropriate.
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USE OF PROCEEDS
At the Offer Price of ₱5.74 per Offer Share, the Company expects to raise from the Offer gross proceeds
of approximately ₱384,767,164.18. After deducting fees, taxes and other expenses related to the Offer
and payable by the Company as set out below, the net proceeds of the Offer will be approximately ₱
363,027,683.35.
The costs and expenses to be incurred by the Company for the Offer will be approximately
₱21,739,480.83 million, consisting of:
Total
Gross Proceeds

₱384,767,164.18

Estimated Offer expenses
PSE filing fee

₱430,939.22

SEC registration and listing fees

₱519,235.07

Underwriting and selling commission fees

₱10,125,451.69

Estimated professional and accounting fees

₱5,267,857.14

Estimated fee of Stock Transfer Agent and
Receiving Agent
Estimated costs of printing and marketing

₱878,000.00

Documentary stamp tax

₱670,326.07

IPO tax

₱3,847,671.64

Total offer expenses

₱21,739,480.83

Estimated net proceeds

₱363,027,683.35

The Company intends to use the net proceeds of the Offer to diversify its asset base and partially fund
its office leasing portfolio by acquiring a total estimated 3,500 square meters of leasable space within
2019 mostly from the Greater Manila Area (Quezon City, Pasig City and Makati City) and Davao City.
The Company is looking into specific properties as targets for acquisition and negotiations/preliminary
discussions/due diligence is being undertaken. After Listing Date, the Company expects to close several
of these acquisitions within the 1st to 2nd quarters of 2020. The Company believes these properties will
reduce the concentration risk of its current operations in Cebu City and will create additional recurring
revenue streams once these assets are leased out to tenants. The proceeds will not be used to acquire
any property from a related party of the Company. All proceeds from the Offer will be used to acquire
properties from third parties.
Upon completion of the acquisitions using the proceeds of the Offer, the Company expects to have an
estimated 18,121 square meters of leasable space.
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The following are the estimated costs and expected schedule of disbursements for the expansion of the
Company’s office leasing portfolio:
Use of Proceeds

Estimated
Acquisition Cost

Estimated
Disbursement
Schedule

Acquisition of office space in Metro Manila
(primarily in Quezon City, Pasig City and Makati
City)

₱245,000,000.00 1st to 2nd quarter of
2020

Acquisition of office space in Davao City

₱120,000,000.00 2nd quarter of 2020

TOTAL

₱365,000,000.00

The Company reserves the right to adjust the allocation of the proceeds between the foregoing use of
proceeds based on market developments and business opportunities that may arise in the course of
acquiring the target properties.
The Company will continue to explore other potential locations and properties in other parts of the
Philippines to build-up its acquisition pipeline. The Board of Directors of the Company, through the
exercise of sound business judgment, reserves the right to change any of the location and properties
identified for acquisition. In the event of such change, the appropriate disclosures will be made with the
SEC and the PSE at the appropriate time.
Pending the above use of proceeds, the Company intends to invest the net proceeds from the Offer in
short-term liquid investments including but not limited to short-term government securities, bank
deposits and money market placements which are expected to earn prevailing market rates. In the event
such investments should incur losses, any shortfall will be financed from the Company’s internally
generated funds.
All the foregoing discussion represents a best estimate of the use of proceeds of the Offer based on the
Company’s current plans and anticipated expenditures, and the actual amount and timing of
disbursement of the net proceeds from the Offer will depend on various factors which include, among
other factors, changing market conditions or new information regarding the cost or feasibility of the
Company’s expansion plans and projects. Actual allocation of net proceeds by the Company may vary
from the foregoing discussion as the Company’s management may find it necessary or advisable to
reallocate the net proceeds within the categories described above or to use such net proceeds for other
corporate purposes. Likewise, it is possible that the timeline for the implementation of the projects or
otherwise the use of the proceeds as discussed above may be delayed. In the event that there is any
change in the Company’s development plan, including force majeure and circumstances, such as (i)
failure to obtain requisite approvals, (ii) changes in government policies that would render any of the
above plans not commercially viable, and (iii) changes in economic or market conditions, the Company
will carefully evaluate the situation and may reallocate the proceeds for future investments and/or hold
such funds on short term deposit or other alternatives, whichever is better for the Company’s and its
shareholders’ collective interest. In such event, the Company will issue a public disclosure if there is
any change in the above proposed use of proceeds and shall accordingly inform the SEC, the PSE and
its shareholders at least 30 days prior to its implementation.
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In the event that the actual expenses are more than the estimates, or the actual net proceeds are less than
projected, the Company will utilize said net proceeds based on their order of priority and will use
internally-generated funds and bank loans to finance the shortfall, or delay or abandon one or more of
the components of its plans. In such an event, the Company shall inform the SEC, the PSE and its
shareholders at least 30 days prior to its implementation.
In the event of any significant deviation, material adjustment or reallocation in the planned use of
proceeds, the Company will secure the approval of its Board of Directors for such deviation, adjustment
or reallocation and promptly make the appropriate disclosures to the SEC and the PSE. The Company
shall regularly disclose to the PSE, through the PSE Electronic Disclosure Generation Technology
(“PSE EDGE”), any disbursements from the proceeds generated from the Offer. In addition, the
Company shall likewise submit via the PSE EDGE the following disclosure to ensure transparency in
the use of proceeds:
1. Any disbursements made in connection with the planned use of proceeds from the Offer;
2. Quarterly Progress Report on the application of the proceeds from the Offer on or before the
first 15 days of the following quarter. The quarterly progress report should be certified by the
Company’s Chief Financial Officer or Treasurer and external auditor;
3. Annual summary of the application of proceeds on or before January 31 of the year following
the initial public offering. The annual summary report should be certified by the Company’s
Chief Financial Officer or Treasurer and external auditor; and
4. Approval by the Company’s Board of Directors of any reallocation on the planned use of
proceeds, or of any change in the work program. The actual disbursement or implementation
of such reallocation will be disclosed by the Company at least 30 days prior to the said actual
disbursement or implementation.
The quarterly and annual reports of the Company as required in items 2 and 3 above must include a
detailed explanation for any material variances between the actual disbursements and the planned use
of proceeds section. Such detailed explanation will state the approval of the Board of Directors as
required in item 4 above.
Except as otherwise disclosed in this Prospectus, none of the proceeds from the Offer will be used to
reimburse any officer, director, employee or shareholder of the Company for services, assets or money
previously rendered, transferred, advanced or otherwise. Likewise, none of the proceeds from the Offer
will be used by the Company to prepay or repay any existing debt or liabilities of the Company to the
Underwriter (save for fees and reimbursement of expenses relating to the Offer) or to banks which are
under common control with such Underwriter.
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PLAN OF DISTRIBUTION
67,032,607 Offer Shares shall be offered by the Company to investors, through the Underwriter. Up to
46,922,707 (or 70% of the Offer Shares) shall be offered by the Company to QIBs and to the general
public. Up to 13,406,600 Offer Shares (or 20% of the Offer Shares) are being offered to all of the PSE
Trading Participants. The remaining up to 6,703,300 Offer Shares (or 10% of the Offer Shares) are
being offered to LSIs in the Philippines.
Upon the close of the Offer, any Offer Shares not taken up by the QIBs, PSE Trading Participants and
the LSIs shall be subscribed and/or distributed by the Underwriter to its clients or the general public in
the Philippines. In the event that there are Offer Shares that remain unsubscribed at the end of the Offer,
the Underwriter shall subscribe to the balance on a firm commitment basis pursuant to the terms of the
Underwriting Agreement between the Company and the Underwriter.
The Offer Shares shall be lodged with the PDTC and shall be issued to the investors in scripless form.
Investors may maintain ownership over the Offer Shares in scripless form or opt to have the stock
certificates in the relevant investor’s name after the Listing Date by requesting an upliftment of the
relevant Offer Shares from the PDTC’s electronic system.
Underwriting Commitment
To facilitate the Offer, the Company has appointed BDO Capital & Investment Corporation as the Sole
Issue Manager, Underwriter and Sole Bookrunner, to engage in underwriting and distribution of the
Offer Shares. The Company and the Sole Issue Manager, Underwriter and Sole Bookrunner shall enter
into an Underwriting Agreement to be dated on or about 5 August 2019 (the “Underwriting
Agreement”), whereby the Underwriter agrees to underwrite the Offer on a firm commitment basis.
BDO Unibank, Inc., the Sole Issue Manager, Underwriter and Sole Bookrunner’s parent company, may
have engaged in transactions with, and have performed various commercial banking and other services
for KPPI’s related parties in the past and, together with the Sole Issue Manager, Underwriter and Sole
Bookrunner, may do so for the Company and its affiliates from time to time in the future including
investment banking services. However, all services provided by the Sole Issue Manager, Underwriter
and Sole Bookrunner, including in connection with the Offer, have been provided as an independent
contractor and not as a fiduciary to the Company. The Sole Issue Manager, Underwriter and Sole
Bookrunner does not have any right to designate or nominate a member of the Board. The Sole Issue
Manager, Underwriter and Sole Bookrunner has no direct relationship with the Company in terms of
share ownership and, other than as Sole Issue Manager, Underwriter and Sole Bookrunner for the Offer,
does not have any material relationship with the Company.
The Sole Issue Manager, Underwriter and Sole Bookrunner shall receive from the Company a fee
equivalent to 2.50% of the gross proceeds of the Offer, inclusive of the amounts to be paid to the PSE
Trading Participants. The underwriting fees shall be withheld by the Sole Issue Manager, Underwriter
and Sole Bookrunner from the proceeds of the Offer. PSE Trading Participants who take up Offer Shares
shall be entitled to a selling fee of 1% of the Offer Shares taken up and purchased by the relevant PSE
Trading Participant. The selling fee, less a withholding tax of 15%, will be paid by the Company to the
PSE Trading Participants within ten Banking Days of the Listing Date.
There are no plans to engage or appoint sub-underwriters for the Offer.
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The Institutional Offer
Approximately 70% of the Offer Shares, or up to 46,922,707 Offer Shares, will be offered for
subscription or purchase to certain QIBs and the general public in the Philippines by the Underwriter.
The allocation of the Offer Shares between the Institutional Offer and the Trading Participants and LSIs
is subject to further adjustment as may be agreed upon between the Company and the Underwriter. In
the event of an under-application in the Institutional Offer and a corresponding over-application in the
Trading Participants and LSIs, Offer Shares in the Institutional Offer may be re-allocated to the Trading
Participants and the LSIs. In the event of an under-application in the Trading Participants and LSIs, the
Offer Shares in the Trading Participants and LSIs may be re-allocated to the Institutional Offer. The reallocation shall not apply in the event of an over-application or under-application in both the
Institutional Offer and the Trading Participants and LSI offer.
Allocation to the Trading Participants of the PSE and Local Small Investor Program
Pursuant to the rules of the PSE, the Company will make available up to 13,406,600 Offer Shares
comprising 20% of the Offer for distribution to PSE Trading Participants. The total number of Offer
Shares allocated to the PSE Trading Participants will be distributed following the procedures indicated
in the implementing guidelines for the Offer Shares to be announced in the PSE EDGE by the PSE.
Each PSE Trading Participant will be allocated a total of 103,900 Offer Shares. The balance of 3,500
Offer Shares will be allocated by the Underwriter among the PSE Trading Participants.
PSE Trading Participants who take up the Offer Shares shall be entitled to a selling fee of 1% of the
Offer Shares taken up and purchased by the relevant trading participant. The selling fee, less a
withholding tax of 15%, will be paid to the PSE Trading Participants within ten (10) Banking Days
after the Listing Date.
The PSE Trading Participants may be allowed to subscribe for their dealer accounts provided that, if
they opt to sell the Offer Shares to the clients during the Offer Period, it must be at a price equal to the
Offer Price per share. Likewise, the Trading Participants are prohibited from selling the Offer Shares
during the period after the Offer period and prior to the Listing Date.
The balance of the Offer Shares allocated but not taken up by the PSE Trading Participants will be
distributed by the Underwriter to its clients or to the general public.
A total of up to 6,703,300 Offer Shares, or 10% of the Offer, shall be made available nationwide to
Local Small Investors through the PSE Electronic Allocation System or PSE EASy. A Local Small
Investor (“LSI”) is defined as a subscriber to the Offer who is willing to subscribe to a minimum board
lot or whose subscription does not exceed ₱100,000.00. In the case of the Offer, the minimum
subscription of LSIs shall be 1,000 shares or ₱5,740.00, while the maximum subscription shall be
17,400 shares or up to ₱99,876.00. There will be no discount on the Offer Price. The procedure in
subscribing to Offer Shares via PSE EASy is indicated in the Company’s Implementing Guidelines for
Local Small Investors to be announced through the PSE EDGE website. Should the total demand for
the Offer Shares in the LSI program exceed the maximum allocation, the Underwriter shall prioritize
the subscriptions of small investors with amounts lower than the maximum subscription. The balance
of the Offer Shares allocated but not taken up by the Local Small Investors will be distributed by the
Underwriter to its clients or to the general public.
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All Offer Shares not taken up by the QIBs, the PSE Trading Participants, the LSIs, the general public
and the Underwriter’s clients shall be purchased by the Underwriter on a firm commitment basis
pursuant to the terms and conditions of the Underwriting Agreement. Nothing herein or in the
Underwriting Agreement shall limit the rights of the Underwriter from purchasing the Offer Shares for
its own account.
BDO Capital & Investment Corporation
BDO Capital is the wholly owned investment banking subsidiary of BDO Unibank, Inc. It obtained its
license from the Philippine SEC to operate as an investment house in 1998 and is licensed by the
Philippine SEC to engage in the underwriting and distribution of securities to the public. As of 31
December 2018, BDO Capital & Investment Corporation has an authorized capital stock of ₱1.1 Billion
and paid up capital stock of ₱1,000,039,900.
Subscription Procedures
On or before 7 August 2019, the PSE Trading Participants shall submit to the Receiving Agent their
respective firm orders and commitments to purchase Offer Shares. On or before 9 August 2019, the
PSE Trading Participants shall submit their applications to purchase the Offer Shares evidenced by a
duly accomplished and completed application form, together with the applicable supporting documents
and payment. Offer Shares not taken up by the PSE Trading Participants will be distributed by the
Underwriter directly to its clients and the general public and whatever remains will be purchased by the
Underwriter.
With respect to the LSIs, applications to subscribe for the Offer Shares must be done online through
PSE EASy. The system will generate a reference number and payment instruction. Application to
subscribe for the Offer Shares must be settled within the Offer Period.
Lodgment of Shares
All of the Offer Shares are or shall be lodged with the PDTC and shall be issued to the PSE Trading
Participants and LSIs in scripless form. They may maintain the Offer Shares in scripless form or opt to
have the stock certificates issued to them by requesting an upliftment of the relevant Offer Shares from
the PDTC’s electronic system after the Listing Date.
Lock-up
The PSE rules require all existing shareholders of the Company to refrain from selling, assigning,
encumbering or in any manner disposing their shares for a period of one (1) year after the listing of such
shares.
In addition, if there is any issuance or transfer of shares (i.e., private placements, asset for shares swap
or a similar transaction) or instruments which lead to issuance of shares (i.e., convertible bonds,
warrants or a similar instrument) done and fully paid for within six (6) months prior to the start of the
offering period, or, prior to listing date in case of companies listing by way of introduction, and the
transaction price is lower than that of the offer price in the Initial Public Offering, or listing price for
listing by way of introduction, all shares subscribed or acquired shall be subject to a lock-up period of
at least one (1) year from listing of the aforesaid shares.
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The following stockholders of the Company are subject to a one-year lock-up from the listing of the
Shares:
No. of Common
Ownership Percentage
Shares Covered
to Total Issued Shares
by the One
Before the Offer
Year Lock-up
75,590,090
56.40%
34,310,390
25.60%
16,082,980
12.00%
8,041,490
6.00%
10
Nil
10
Nil
10
Nil
10
Nil
10
Nil
1
Nil
1
Nil
134,025,002
100.00%

Shareholder
Crown Castle Holdings.Com, Inc.
We Serve 24 Hours, Inc.
Euro Capital Pte. Ltd.
Las Tuazon and Sons Realty, Inc
John F. Catindig
Ignacio Salvador Gimenez, III
Edmundo G. Las
Gerard Joseph B. Alava
Robert Ivan B. Olanday
Restituto T. Lopez
Mark Anthony C. Migallos
TOTAL
SELLING RESTRICTIONS

No securities, except of a class exempt under Section 9 of the SRC or unless sold in any transaction
exempt under Section 10 thereof, shall be sold or distributed by any person within the Philippines,
unless such securities shall have been registered with the Philippine SEC on Form 12-1 and the
registration statement has been declared effective by the SEC.
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DIVIDENDS & DIVIDEND POLICY
Overview
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. “Unrestricted Retained Earnings” refer to “the undistributed earnings of a
corporation which have not been allocated for any managerial, contractual or legal purpose and which
are free for distribution to the shareholders as dividends.” The amount of retained earnings available
for declaration as dividends may be determined pursuant to regulations issued by the 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 twothirds of the outstanding capital stock at a regular or special meeting duly called for the purpose.
The Revised Corporation Code prohibits stock corporations from retaining 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, whether local or foreign, from declaring dividends
without their 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, such as when there
is a need for special reserve for probable contingencies.
Limitations and Requirements
Under Philippine law, 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 corporation voting
at a shareholders’ meeting duly called for the purpose.
The Revised Corporation Code generally requires 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: (i) when justified by definite expansion plans approved by the board of
directors of the corporation, (ii) when the required consent of any financing institution or creditor to
such distribution has not been secured, (iii) when retention is necessary under special circumstances,
such as when there is a need for special reserves for probably contingencies, or (iv) when the nondistribution of dividends is consistent with the policy or requirement of a Government office.
In relation to the preceding paragraph, Section 29 of the Tax Code imposes for each taxable year an
improperly accumulated earnings tax (“IAET”) of 10% of the improperly accumulated taxable income
of corporations formed or availed of for the purpose of avoiding the income tax with respect to its
shareholders or the shareholders of any other corporation, by permitting the earnings and profits of the
corporation to accumulate instead of dividing them among or distributing them to the shareholders.
Reasonable needs of the business refer to the immediate needs of the business, including reasonably
anticipated needs. Revenue Regulations No. 02-01 (“RR 02-01”) provides that a corporation should be
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able to prove an immediate need for the accumulation of the earnings and profits, or the direct
correlation of anticipated needs to such accumulation of profits, such as in the following instances:
(a) Allowance for the increase in the accumulation of earnings up to 100% of the paid-up capital
of the corporation as of Balance Sheet date, inclusive of accumulations taken from other years;
(b) Earnings reserved for definite corporate expansion projects or programs requiring considerable
capital expenditure as approved by the Board of Directors or equivalent body;
(c) Earnings reserved for building, plants or equipment acquisition as approved by the Board of
Directors or equivalent body;
(d) Earnings reserved for compliance with any loan covenant or pre-existing obligation established
under a legitimate business agreement;
(e) Earnings required by law or applicable regulations to be retained by the corporation or in respect
of which there is legal prohibition against its distribution; or
(f) In the case of subsidiaries of foreign corporations in the Philippines, all undistributed earnings
intended or reserved for investments within the Philippines as can be proven by corporate
records and/or relevant documentary evidence.
On the other hand, RR 02-01 considers the following as prima facie instances of accumulation of profits
beyond the reasonable needs of a business and indicative of purpose to avoid income tax upon
shareholders:
(a) Investment of substantial earnings and profits of the corporation in unrelated business or in
stock or securities of unrelated business;
(b) Investment in bonds and other long-term securities; or
(c) Accumulation of earnings in excess of 100% of paid-up capital, not otherwise intended for the
reasonable needs of the business.
In order to determine whether profits are accumulated for the reasonable needs of the business as to
avoid the imposition of the improperly accumulated earnings tax, the controlling intention of the
taxpayer is that which is manifested at the time of accumulation, not subsequently declared intentions
which are merely the product of afterthought.
If there is any excess accumulated taxable income, the corporation must declare and pay or issue
dividends not later than one (1) year following the close of the taxable year, otherwise, the IAET, if
any, should be paid within 15 days thereafter.
This provision does not apply to publicly-held corporations, or corporations at least fifty percent (50%)
in value of the outstanding capital stock or at least fifty percent (50%) of the total combined voting
power of all classes of stock entitled to vote is owned directly or indirectly by or for more than 20
individuals.

64

Record Date
Pursuant to existing SEC rules, cash dividends declared by the Company must have a record date not
less than 10 nor more than 30 days from the date of declaration. For stock dividends, the record date
should not be less than 10 nor more than 30 days from the date of the shareholders’ approval, provided
however, that the set record date is not to be less than 10 trading days from receipt by the PSE of the
notice of declaration of stock dividend. In the event that a stock dividend is declared in connection with
an increase in authorized capital stock, the corresponding record date is to be fixed by the SEC.
Dividend Policy
The Company, pursuant to a board approval on 9 January 2019, intends to pay dividends annually in
the amount of up to 25% of its audited net income after tax of the previous year subject to compliance
with the requirements of applicable laws and regulations and subject to investment plans and financial
condition of the Company.
The Board of Directors will review the amount of dividends periodically in light of the Company's
earnings, financial condition, cash flows, capital requirements, and other considerations. The
declaration of dividends shall also take into account the need to maintain a level of capitalization that
is commercially sound and sufficient to ensure that the Company can operate on a stand-alone basis.
Dividends shall be declared and paid out of the Company’s unrestricted retained earnings in cash,
property or stock, which shall be payable to all shareholders on the basis of outstanding stock held by
them. Unless otherwise required by law, the Board of Directors, at its sole discretion, shall determine
the amount, type and date of payment of the dividends to the shareholders, taking into account various
factors, including:
1. the Company’s earnings, cash flow, return on equity and retained earnings;
2. the Company’s results and financial condition at the end of the year in respect of which the
dividend is to be paid and its expected financial performance;
3. the Company’s projected levels of capital expenditures and other investment programs;
4. restrictions on payments of dividends that may be imposed on it by any future financing
arrangements and current or prospective debt service requirements; and
5. such other factors as the Board of Directors deems appropriate.
The Company’s dividend policy on preferred shares is to declare and pay dividends in accordance with
the terms and conditions of its issuance. With regard to the preferred shares, the Board has the power
to determine such other features of the preferred shares. Under the Company’s amended AOI, the Board
has the power to determine such other features of the preferred shares. Currently and pursuant to a board
resolution approved and passed on 22 May 2019, holders of the currently issued and outstanding
preferred shares do not enjoy dividend rights and only enjoy preference in the event of liquidation.
History of Dividend Income Payment
For the year 2009, the Board of Directors approved and was duly ratified by the stockholders on 10
November 2009, a cash dividend for stockholders of record as of 10 November 2009 to be issued from
the Company’s unrestricted retained earnings. Payment date was set on or before 15 December 2009 for
the total amount of ₱40,455,000.00.
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For the year 2010, in March 2010 the Company’s Board of Directors approved the declaration of cash
dividends of ₱13,250,000.00 or ₱0.25 per share out of the unrestricted retained earnings of the
Company. The payments were made in March 2010.
No dividends were declared and/or paid in the year 2011.
For the year 2012, on 4 October 2012, the Board of Directors declared a cash dividend for all shareholders
of record as of 31 October 2012 in the amount of ₱5,000,000.00. Payment was made on 27 November
2012.
For the year 2013, on 25 October 2013, the Board of Directors declared a cash dividend for all
shareholders with details as follows:
Dividend Rate

₱0.33 per share

Record Date

31 October 2013

Payment Date

November 2013

Total Amount

₱15,000,000.00

For the year 2014, on 19 June 2014 and 11 November 2014, the Board of Directors declared a cash
dividend for all shareholders with details as follows:
June 19

November 11

Dividend Rate

₱0.40 per share

₱0.44 per share

Payment Date

18 July 2014

21 November 2014

Total Amount

₱16,000,000.00

₱18,000,000.00

For the year 2015, on 19 June 2015 and 7 December 2015, the Board of Directors declared a cash
dividend for all shareholders with details as follows:
June 19

December 7

Dividend Rate

₱0.40 per share

₱0.53 per share

Record Date

31 July 2015

31 October 2015

Payment Date

29 July 2015

10 December 2015

Total Amount

₱15,000,000.00

₱20,000,000.00

For the year 2016, on 31 July 2016 and 31 December 2016, the Board of Directors approved the
declaration of cash dividends amounting to ₱16,000,000.00 (₱0.43 a share) and ₱10,000,000.00 (₱0.28
a share), respectively.
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For the year 2017, the Board of Directors declared a cash dividend for all shareholders with details as
follows:
Dividend Rate

₱0.92 per share

Record Date

30 September 2017

Payment Date

27 October 2017

Total Amount

₱31,273,394.00

For the year 2019, on 30 January 2019, the Board of Directors declared stock dividends to all shareholders
of record as of 30 January 2019 equivalent to 49,000,000 common shares at a par value of ₱1.00 per share,
valued at ₱49,000,000, subject to the approval by the stockholders of the stock dividend declaration and
the approval by the SEC of the amendments to the articles of incorporation. On 30 January 2019, the
stockholders of the Corporation approved the declaration of stock dividends.
On 7 March 2019, the SEC approved the amendments to the articles of incorporation.
Recent Sales of Unregistered or Exempt Securities, Including Recent Issuance of Securities
Constituting an Exempt Transactions
As of the date hereof, the Company has not undertaken any recent sale of unregistered or exempt
securities, including issuances of securities constituting an exempt transaction.
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DETERMINATION OF OFFER PRICE
The Offer Price has been set at ₱5.74 per Offer Share. The Offer Price was determined through a bookbuilding process involving the QIBs and discussions among KPPI and the Sole Issue Manager,
Underwriter and Sole Bookrunner. Since the Shares have not been listed on any stock exchange, there
has been no market price for the Shares derived from day-to-day trading.
The factors considered in determining the Offer Price were, among others, the Company’s ability to
generate earnings and cash flow, our short and long-term prospects, the level of demand from
institutional investors, overall market conditions at the time of launch of the Offer and the market price
of comparable listed companies. The Offer Price does not have any correlation to the actual book value
of the Offer Shares.
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DILUTION
The Offer Shares will be sold at the Offer Price, which shall be substantially higher than the net tangible
book value per share of the outstanding Common Shares and will result in an immediate material
dilution of the new investors’ equity interest in the Company.
As of 31 March 2019, the net tangible book value per Common Share is at ₱2.97 per share. Net tangible
book value per Common Share prior to the Offer represents total assets (less intangible assets) minus
total liabilities, divided by the total number of Common Shares outstanding.
After giving effect to the increase in the Company’s net tangible book value to reflect its receipt of the
net proceeds of the Offer due to the Company estimated at ₱363,027,683.35 million and the addition of
a total of 67,032,607 new Common Shares subject of the Offer, the Company’s pro-forma net tangible
book value would be approximately be ₱3.79 per share.
This represents an immediate increase of approximately ₱0.81 per Common Share to existing
shareholders and dilution of approximately ₱1.95 per Common Share to Offer investors. This dilution
in net tangible book value per share represents the estimated difference between the Offer Price and the
approximate pro-forma net tangible book value per share immediately following the receipt of the net
Offer proceeds by the Company.
The following table illustrates dilution on a per Share basis based on an Offer Price of ₱5.74 per Offer
Share:
Offer Price per Offer Share

₱5.74

Net tangible book value per share as of 31 March 2019

₱2.97

Increase in book value per share attributable to the Offer

₱0.81

Pro-forma book value per share after completion of the Offer

₱3.79

Dilution per Common Share to Investors in the Offer

₱1.95

The following table sets forth the shareholdings and percentage of Common Shares outstanding, of
existing and new shareholders of the Company immediately after completion of the Offer:
Number of Shares

%

Existing shareholders

134,025,002

66.66

New investors

67,032,607

33.34

See also “Risk Factors—Risks Relating to the Offer and the Offer Shares— Future sales of Offer Shares
in the public market could adversely affect the prevailing market price of the Offer Shares and
shareholders may experience dilution in their shareholdings” on page 55 of this Prospectus.
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CAPITALIZATION
The following table sets out the shareholders’ equity and capitalization of the Company based on the
audited financial statements as of 31 March 2019 and as adjusted to reflect the issuance of the Offer
Shares at the Offer Price at the Offer Price of ₱5.74 per share, after deducting estimated fees and
expenses from the Offer. See “Use of Proceeds” for the breakdown of the estimated fees and expenses.

Capital stock
Common
Preferred
Share Premium
Retained Earnings (Deficit)
Total Capitalization

As of 31 March 2019

As of 31 March 2019 as
adjusted after giving effect to
the Offer

134,025,002
255,000,000

201,057,609
255,000,000

-

295,995,076

9,306,719
398,331,721

9,306,719
761,359,404

Differences in decimal numbers are due to rounding off.
The Company has no interest-bearing loans from 2015 to 2018 and as of 31 March 2019.
For additional information, refer to the financial statements and accompanying notes included in the
annexes of this Prospectus.
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FINANCIAL INFORMATION

KEPWEALTH PROPERTY PHILS., INC.
STATEMENTS OF FINANCIAL POSITION

March 31, 2019

December 31
2017
2016
(As Restated - Note 414) (As Restated - Note 415)

2018

ASSETS
Current Assets
Cash and cash equivalents
Trade and other
receivables
Other current assets
Total Current Assets
Noncurrent Assets
Investment properties
Office equipment
Net deferred tax asset
Deferred input value-added tax
Total Noncurrent
Assets

P
=87,276,329

P
=75,009,849

P
=72,284,681

P
=39,182,055

6,854,992
1,050,383
95,181,704

6,243,932
335,513
81,589,294

10,659,194
284,598
83,228,473

2,329,004
−
41,511,059

339,106,173
18,414
3,127,216
808,046

346,754,146
20,256
4,332,459
798,650

372,937,690
−
4,801,093
1,104,016

346,442,870
−
4,386,648
–

343,059,849

351,905,511

378,842,799

350,829,518

P
=438,241,553

P
=433,494,805

=462,071,272
P

=392,340,577
P

LIABILITIES AND EQUITY
Current Liabilities
14

Note 4: Prior Period Adjustments
The 2017 and 2016 financial statements have been restated to reflect the following adjustments:
•
Straight-line adjustment on rental income, net of tax amounting to P
=2.9 million and P
=2.8 million in 2017 and 2016, respectively.
•
Capitalization and amortization of initial leasing cost, net of tax amounting to P
=0.3 million and P
=0.6 million in 2017 and 2016, respectively.
•
Capitalization and depreciation of transaction cost of investment properties, net of tax amounting to P
=0.01 million in 2017.
•
Other adjustments amounting to P
=0.9 million on 2017 and 2016.
The following is a summary of the financial impact of the restatements:
December 31, 2017
Assets
Liabilities
Retained Earnings
Balances as previously reported
=463,520,780
P
=106,403,065
P
=17,092,715
P
Prior period adjustments:
Straight-line adjustment on rental income, net of tax
(2,943,276)
−
(2,943,276)
Capitalization and depreciation of transaction cost of investment properties, net
of tax
1,174,635
1,187,033
(12,398)
Capitalization and amortization of initial leasing cost, net of tax
319,133
−
319,133
Others
−
(866,047)
866,047
Total adjustments
(1,449,508)
320,986
(1,770,494)
Balances as restated
=462,071,272
P
=106,724,051
P
=15,322,221
P

Balances as previously reported
Prior period adjustments:
Straight-line adjustment on rental income, net of tax
Capitalization and amortization of initial leasing cost, net of tax
Others
Total adjustments
Balances as restated

15

Id.
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Net Income
P35,067,273
=
(127,510)
(12,398)
(250,161)
11,469
(378,600)
=34,688,673
P

Assets
=394,587,049
P

January 1, 2017
Liabilities
Retained Earnings
=41,278,213
P
=13,298,836
P

Net Income
P31,868,450
=

(2,815,766)
569,294
−
(2,246,472)
=392,340,577
P

−
−
(854,578)
(854,578)
=40,423,635
P

(246,082)
569,294
(9,850)
313,362
=32,181,812
P

(2,815,766)
569,294
854,578
(1,391,894)
=11,906,942
P

Accounts and other payables
Due to related parties
Income tax payable
Total Current
Liabilities
Noncurrent Liabilities
Advance rent - net of current
portion
Security deposits- net of current
portion
Deferred credits
Total Noncurrent
Liabilities
Total Liabilities
Equity
Capital stock
Retained earnings
Total Equity

March 31, 2019
P
=34,699,574
592,647
1,394,761

December 31
2017
2016
2018
(As Restated - Note 414) (As Restated - Note 415)
P
=37,677,664
=31,444,578
P
=23,754,394
P
−
62,886,700
183,449
2,183,620
1,251,443
840,903

36,686,982

39,861,284

95,582,721

24,778,746

1,145,307

1,189,262

6,098,301

8,197,416

1,884,827
192,716

2,568,895
231,130

4,767,793
275,236

7,080,815
366,658

3,222,850
39,909,832

3,989,287
43,850,571

11,141,330
106,724,051

15,644,889
40,423,635

389,025,002
9,306,719
398,331,721

340,025,000
49,619,234
389,644,234

340,025,000
15,322,221
355,347,221

340,010,000
11,906,942
351,916,942

P
=438,241,553

P
=433,494,805

=462,071,272
P

=392,340,577
P
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KEPWEALTH PROPERTY PHILS., INC.
STATEMENTS OF COMPREHENSIVE INCOME
Three-Month Periods Ended
March 31
2019
REVENUE
Rent
Asset management

P
=21,895,147
749,896
22,645,043

2018

Years Ended December 31
2017
2016
(As Restated - Note 416) (As Restated - Note 417)

2018

=20,027,397
P
–
20,027,397

P
=81,846,155
–
P
=81,846,155

=75,475,152
P
–
=75,475,152
P

=70,847,515
P
–
=70,847,515
P

COST OF SERVICES

(9,287,547)

(8,444,224)

(33,271,010)

(30,194,603)

(28,770,894)

GROSS INCOME

13,357,496

11,583,173

48,575,145

45,280,549

42,076,621

GENERAL AND
ADMINISTRATIVE
EXPENSES

(1,897,699)

(1,874,712)

(6,526,490)

(4,244,944)

(5,207,893)

INTEREST INCOME

41,377

198,830

632,739

786,347

426,336

OTHER INCOME

75,845

83,497

591,719

999,247

3,069,173

11,577,019

9,990,788

43,273,113

42,821,199

40,364,237

1,684,291
1,205,243
2,889,534

1,891,844
321,348
2,213,192

8,507,466
468,634
8,976,100

8,687,485

7,777,596

34,297,013

34,688,673

32,181,812

OTHER
COMPREHENSIVE
INCOME

–

–

–

–

–

TOTAL
COMPREHENSIVE
INCOME

P
=8,687,485

=7,777,596
P

P
=34,297,013

=34,688,673
P

=32,181,812
P

P
=0.06

=0.06
P

P
=0.26

=0.26
P

INCOME BEFORE
INCOME TAX
PROVISION FOR
(BENEFIT FROM)
INCOME TAX
Current
Deferred
NET INCOME

BASIC AND DILUTED
EARNINGS PER
SHARE

16
17

Id.
Id.
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8,546,971
(414,445)
8,132,526

7,979,259
203,166
8,182,425

=0.24
P

KEPWEALTH PROPERTY PHILS., INC.
STATEMENTS OF CHANGES IN EQUITY
Three- Month Periods Ended
March 31

CAPITAL STOCK
Common
Balance at beginning of
period/ year
Issuance
Balance at end of period/
year
Preferred
Balance at beginning and
end of period/ year
RETAINED EARNINGS
Balance at beginning of
period/ year:
As previously reported
Prior period adjustments
As restated
Net income
Dividends
Stock
Cash
Balance at end of period/
year

18
19

Years Ended December 31
2017
2016
(As Restated - Note 418) (As Restated - Note 419)

2019

2018

2018

P
=85,025,000
49,000,002

=85,025,000
P
–

P
=85,025,000
–

=85,010,000
P
15,000

=85,010,000
P
–

134,025,002

85,025,000

85,025,000

85,025,000

85,010,000

255,000,000
389,025,002

255,000,000
340,025,000

255,000,000
340,025,000

255,000,000
340,025,000

255,000,000
340,010,000

49,619,234
−
49,619,234
8,687,485

15,322,221
−
15,322,221
7,777,596

15,322,221
−
15,322,221
34,297,013

13,298,836
(1,391,894)
11,906,942
34,688,673

7,430,386
(1,705,256)
5,725,130
32,181,812

(49,000,000)

–
–

–
–

–
(31,273,394)

–
(26,000,000)

9,306,719

23,099,817

49,619,234

15,322,221

11,906,942

P
=398,331,721

=363,124,817
P

P
=389,644,234

=355,347,221
P

=351,916,942
P

Id.
Id.
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KEPWEALTH PROPERTY PHILS., INC.
STATEMENTS OF CASH FLOWS
March 31

CASH FLOWS FROM
OPERATING ACTIVITIES
Income before income tax
Adjustments for:
Depreciation and amortization
Interest income
Unrealized foreign exchange
gain
Operating income before working
capital changes
Decrease (increase) in:
Trade and other receivables
Other current assets
Deferred input value-added tax
Increase (decrease) in:
Accounts and other payables
Advance rent
Security deposits
Deferred credits
Net cash generated from operations
Income taxes paid
Interest received
Net cash provided by operating
activities
CASH FLOWS FROM
INVESTING ACTIVITIES
Payment of initial leasing cost
Additions to office equipment
Acquisition of investment
properties
Cash used in investing activities
CASH FLOWS FROM
FINANCING ACTIVITIES
Increase (decrease) in due to
related parties
Cash dividends paid
Issuance of common shares
Redemption of preferred shares
Net cash used in financing
activities

Years Ended December 31
2017
2016
(As Restated - Note 420) (As Restated -Note 421)

2019

2018

2018

P
=11,577,019

=9,990,788
P

P
=43,273,113

8,271,593
(41,377)

7,593,537
(198,830)

30,043,473
(632,739)

=42,821,199
P
26,858,749
(786,347)

–

–

=40,364,237
P
25,759,114
(426,336)
(1,088,938)

19,807,235

17,385,495

72,683,847

68,893,601

(611,060)
(714,870)
(9,396)

(5,332,498)
(1,412,163)
(281,876)

(3,131,647)
(50,915)
305,366

(8,313,645)
(2,722)
(1,385,892)

(2,978,090)
(43,955)
(684,068)
(38,414)
14,727,382
(2,473,150)
41,377

3,851,631
(4,768,839)
1,531,085
58,805
11,031,640
–
198,830

5,295,732
(4,909,039)
(2,198,898)
(44,106)
67,950,340
(7,575,289)
679,648

7,690,184
(2,099,115)
(2,313,022)
(91,422)
62,377,967
(8,136,431)
769,802

(3,016,079)
1,204,485
842,583
87,094
64,398,597
(8,497,825)
415,889

12,295,609

11,230,470

61,054,699

55,011,338

56,316,661

(621,778)
−

−
−

(2,920,733)
(22,098)

(911,808)
−

(1,626,556)
−

−
(621,778)

−
−

−
(2,942,831)

(4,572,962)
(5,484,770)

−
(1,626,556)

592,647
−
2

(456,360)
−
−
−

(55,386,700)
–
–
–

14,834,452
(31,273,394)
15,000
–

(16,956)
(26,000,000)
–
(35,000,000)

592,649

(456,360)

(55,386,700)

(16,423,942)

(61,016,956)

64,608,077
672,437
−
–

(Forward)
March 31
2019
20
21

Years Ended December 31
2018
2017

2018

Id.
Id.
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2016

(As Restated Note 422)

(As Restated Note 423)

NET INCREASE (DECREASE)
IN CASH AND
CASH EQUIVALENTS

12,266,480

10,774,110

P
=2,725,168

EFFECT OF FOREIGN
EXCHANGE RATE
CHANGES IN CASH AND
CASH EQUIVALENTS

–

–

–

75,009,849

72,284,681

72,284,681

39,182,055

44,419,968

P
=87,276,329

P
=83,058,791

P
=75,009,849

P
=72,284,681

P
=39,182,055

P
=7,500,000

P
=−

P
=−

P
=−

P
=47,868,799

P
=−

CASH AND CASH
EQUIVALENTS AT
BEGINNING OF YEAR
CASH AND CASH
EQUIVALENTS AT END
OF YEAR
NONCASH INVESTING
ACTIVITIY
Issuance of common stock through
stock dividends
Settlement through offsetting of
advances to officers against
due to a related party
Acquisition of investment
properties through advances
from a related party

22
23

=33,102,626
P

(P
=6,326,851)

1,088,938

–

P
=49,000,000

Id.
Id.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATION
The following management’s discussion and analysis of the Company’s financial position and results
of operations should be read in conjunction with the Company’s audited financial statements, including
the related notes. This Prospectus contains forward-looking statements that are based largely on the
Company’s current expectations and projections about future events and trends affecting its business
and operations. The Company cautions investors that its business and financial performance is subject
to substantive risks and uncertainties. The Company’s actual results may differ materially from those
discussed in the forward-looking statements as a result of various factors, including, without limitation,
those set out in “Risk Factors” on page 41 of this Prospectus. In evaluating the Company’s business,
investors should carefully consider all of the information contained in “Risk Factors” on page 41 of
this Prospectus.
The summary financial data as of 31 March 2019 and 31 December 2018, 2017, 2016 and 2015 were
derived from the Company’s audited financial statements, including the notes thereto.
The financial statements as of 31 March 2019 and 31 December 2018, 2017 and 2016 were audited by
Reyes Tacandong & Co., which are included in this Prospectus. The financial statements as of and for
the year ended 31 December 2015 were audited by SyCip Gorres Velayo & Co. These financial
statements were prepared in accordance with the PFRS. The summary financial information set out
below does not purport to project the results of operations or financial condition of the Company for
any future period or date.
FINANCIAL POSITION
For the three months ended 31 March 2019 compared to 31 December 2018
The Company’s total assets as of 31 March 2019 amounted to ₱438.2 million, higher by ₱4.7 million
than 31 December 2018. The net movement is accounted for as follows:
a. The increase in cash and cash equivalents by ₱12.3 million was mainly due to the net earnings
booked.
b. Trade and other receivables slightly increased by ₱0.611 million due to combined effect of an
increase in accrued rent, which pertains to straight-line adjustments in accordance with PFRS
16, offset by reduction in due from related parties. The Company paid off cash advances
provided by shareholders during the first quarter of 2019;
c. Increase in other current assets by ₱0.7149 million is due to prepayments subject for
amortization and utilization for the year;
d. Decline in investment properties by ₱7.6 million is attributed to depreciation and amortization
for the period;
e. Office equipment declined by ₱0.002 million is due to depreciation for the period;
f. Decrease in net deferred tax asset by ₱1.2 million is mainly due to application of advance rent
to the lease rentals for the period for leases terminated; and
g. Deferred input value-added tax is relatively flat.
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The Company’s total liabilities declined by ₱3.9 million, from ₱43.9 million as of 31 December 2018
to ₱39.9 million as of 31 March 2019. The major items accounting for the net movement are as follows:
a. Accounts payable and other payables decreased by ₱3.0 million due to lower advance rent as a
result of application to the lease rentals;
b. Due to related parties increased by 100% from nil in 31 December 2018 to ₱0.593 million
mainly pertains to additional cash advances provided by an affiliate of the Company;
c. Income tax payable by ₱0.789 million pertains to first quarter taxable income payable;
d. Advance rent, net of current portion slightly declined by ₱0.044 million primarily due to
additional advance rent that will be applied within twelve months;
e. Decline in security deposits, net of current portion by ₱0.684 million attributable to security
deposits that will be refunded within twelve months; and
f. Deferred credits were reduced by ₱0.038 million because of lower unamortized portion of the
Security deposits.
The Company’s total equity increased by ₱8.7 million, from ₱389.6 million as of 31 December 2018 to
₱398.3 million mainly due to net income for the period.
As of 31 December 2018 compared to as of 31 December 2017
The Company’s total assets stood at ₱433.5 million as of 31 December 2018, lower by 6.18% than the
total assets of ₱462.1 million as of 31 December 2017.
As of 31 December 2018, trade and other receivables amounted to ₱6.2 million, lower by 41.42% than
the trade and other receivables of ₱10.7 million as of 31 December 2017. The balance as of 31 December
2017 pertains majorly to advances to one of the Company’s officers amounting to ₱7.5 million. The
amount was subsequently settled in 2018 causing the balance to decline though impact was partly offset
by the increase in trade receivables.
Other current assets as of 31 December 2018 amounted to ₱0.336 million, 17.89 % higher than other
current assets of ₱0.285 million as of 31 December 2017 due to deferred input VAT realized from
additional one condominium unit in Kepwealth Center acquired in November 2017.
Investment properties stood at ₱346.8 million as of 31 December 2018, lower by 7.02% than investment
properties of ₱372.9 million as of 31 December 2017 due solely to depreciation and amortization.
The Company’s acquired office equipment in 2018 thus the balance in the account. Office equipment
amounted to nil as of 31 December 2017.
Net deferred tax asset of ₱4.3 million as of 31 December 2018 declined by 9.76% from net deferred
assets of ₱4.8 million as of 31 December 2017. The decline in the said account was primarily due to the
increase in initial leasing cost capitalized as part of investment properties.
Deferred input value-added tax amounted to ₱0.799 million as of 31 December 2018, 27.66% lower
than total deferred input value-added tax of ₱1.1 million as of 31 December 2017. Comprising this
account is the input VAT relating to additional one unit purchased in Kepwealth Center. Downward
movement from 2017 is due reclassification of current component under other current assets.
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The Company’s total liabilities stood at ₱43.9 million as of 31 December 2018, lower by 58.91% than
the total liabilities of ₱106.7 million as of 31 December 2017.
Accounts and other payables totaled ₱37.7 million as of 31 December 2018, 19.82% higher versus
accounts and other payables of ₱31.4 million as of 31 December 2017. The increase in the said account
was mainly due to higher advance rent as there were additional units leased out in 2018.
Due to related parties amounted to nil as of 31 December 2018 as a result of payment of balance as of
31 December 2017 amounting to ₱62.9 million.
Income tax payable amounted to ₱2.2 million as of 31 December 2018, higher by 74.49% versus income
tax payable of ₱1.3 million as of 31 December 2017. The movement in the said account resulted from
high net taxable income posted in 2018.
Advance rent – net of current portion stood at ₱1.2 million as of 31 December 2018, a decline of 80.50%
over advance rent – net of current portion of ₱6.1 million as of 31 December 2017. The movement in
the said account was primarily due to reclassifications of noncurrent portions of advance rent to current
due to lease terms which are due in the next twelve months from the end of the reporting period.
Security deposits – net of current portion registered at ₱2.6 million as of 31 December 2018, lower by
46.12% than security deposits – net of current portion of ₱4.8 million as of 31 December 2017. In 2018,
a long-outstanding portion of security deposits was terminated in favor of the Company.
Deferred credits stood at ₱0.231 million as of 31 December 2018, 16.02% lower than deferred credits
of ₱0.275 million as of 31 December 2017. Deferred credits reduced because of lower unamortized
portion of the security deposits.
The Company’s total equity stood at ₱390.0 million as of 31 December 2018, higher by 9.65% than the
total equity of ₱355.3 million as of 31 December 2017. Yearly net income recorded led to the increases
in the total equity of the Company .
Capital stock amounted to ₱340.03 million as of 31 December 2018 and 2017.
As of 31 December 2017 compared to as of 31 December 2016
The Company’s total assets stood at ₱462.1 million as of 31 December 2017, higher by 17.77%
compared with the total assets of ₱392.3 million as of 31 December 2016.
Trade and other receivables amounted to ₱10.7 million as of 31 December 2017, higher by 357.67%
versus the trade and other receivables of ₱2.3 million as of 31 December 2016. Upswing in 2017 was
on account of advances to one of its company officers amounting to ₱7.5 million.
Other current assets amounted to ₱0.285 million as of 31 December 2017 due to deferred input VAT
acquired in November 2017. Other current assets amounted to nil as of 31 December 2016.
Investment properties stood at ₱372.9 million as of 31 December 2017, higher by 7.65% than
investment properties of ₱346.4 million as of 31 December 2016 due to acquisition of five units in
Kepwealth Center in November 2017.
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Office equipment amounted to nil as of 31 December 2017 and 2016.
Net deferred tax asset of ₱4.8 million as of 31 December 2017 is higher by 9.45% than net deferred tax
asset of ₱4.4 million as of 31 December 2016. The increase in 2017 is due to realization of foreign
exchange gain.
Deferred input value-added tax amounted to ₱1.1 million as of 31 December 2017. This account
amounted to nil as of 31 December 2016.
The Company’s total liabilities stood at ₱106.7 million as of 31 December 2017, higher by 164.01%
compared with the total liabilities of ₱40.4 million as of 31 December 2016.
Accounts and other payables totaled ₱31.4 million as of 31 December 2017, higher by 32.37% than
accounts and other payables of ₱23.8 million as of 31 December 2016. The increase was mainly due to
higher advance rent for additional units leased out in 2017.
Due to related parties amounted to ₱62.9 million as of 31 December 2017 which represents sourced
funds from a related party for the acquisition of five units in Kepwealth Center in 2017. Said advance
by a related party was paid off in 2018.
Income tax payable amounted to ₱1.3 million as of 31 December 2017, 48.82% higher than income tax
payable of ₱0.841 million as of 31 December 2016. The movement in the said account resulted from
high net taxable income posted in 2017.
Advance rent – net of current portion stood of ₱6.1 million as of 31 December 2017, lower by 25.61%
vis-a-vis advance rent – net of current portion of ₱8.2 million as of 31 December 2016. The movement
was due to reclassifications of noncurrent portions of advance rent to current due to lease terms which
are due in the next twelve months from the end of the reporting period.
Security deposits – net of current portion registered of ₱4.8 million as of 31 December 2017, 32.67%
lower than security deposits – net of current portion of ₱7.1 million as of 31 December 2016. In 2017,
a previously noncurrent portion of security deposits was reclassified as current in 2016.
Deferred credits stood at ₱0.275 million as of 31 December 2017, 24.93% below deferred credits of
₱0.367 million as of 31 December 2016 due to lower unamortized portion of the security deposits.
The Company’s total equity stood at ₱355.3 million as of 31 December 2017, higher by 0.97%
compared with the total equity of ₱351.9 million as of 31 December 2016. Yearly net income recorded
led to the increases in the total equity of the Company for the years under review.
Capital stock amounted to ₱340.03 million as of 31 December 2017. The Company issued 1,500
common shares at ₱10.00 per share in 2017 resulting to total capital stock which is 0.004% higher than
the capital stock of ₱340.01 million as of 31 December 2016.
As of 31 December 2016 compared to as of 31 December 2015
The Company’s total assets stood at ₱392.3 million as of 31 December 2016, lower by 6.95% than the
total assets of ₱421.7 million as of 31 December 2015.
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Trade and other receivables amounted to ₱2.3 million as of 31 December 2016, lower by 65.04% than
the trade and other receivables of ₱6.7 million as of 31 December 2015. This is mainly due to collection
of overdue accounts.
Investment properties amounted to ₱346.4 million as of 31 December 2016, lower by 6.51% than the
investment properties as of 31 December 2015 amounting to ₱370.6 million due solely to depreciation
and amortization.
Net deferred tax asset amounted to ₱4.4 million and nil as of 31 December 2016 and 2015, respectively.
Such account should be recognized as management believed that there will be future taxable income
available against which deferred tax assets can be utilized.
The Company’s total liabilities stood at ₱40.4 million as of 31 December 2016, lower by 8.63% than
the total liabilities of ₱44.2 million as of 31 December 2015.
Accounts and other payables totaled ₱23.8 million as of 31 December 2016, lower by 11.44% than
accounts and other payables of ₱26.8 million as of 31 December 2015 due to lower statutory payables
resulting from higher input tax credits.
Due to related parties of ₱0.183 million as of 31 December 2016 is lower by 8.46% compared to due to
related parties of ₱0.2 million as of 31 December 2015. These are mainly working capital advances.
Income tax payable amounted to ₱0.841 million as of 31 December 2016, lower by 38.14% than the
income tax payable of ₱1.4 million as of 31 December 2015. The Company has lower net taxable
income posted in 2016.
Advance rent – net of current portion stood of ₱8.2 million as of 31 December 2016, higher by 17.22%
than the advance rent – net of current portion of ₱7.0 million as of 31 December 2015 primarily due to
additional deposits required from tenants as a result of escalation of rental rates, as provided in the lease
agreements.
Security deposits – net of current portion registered ₱7.1 million as of 31 December 2016, slightly
higher than security deposits – net of current portion of ₱6.9 million as of 31 December 2015.
Deferred credits stood at ₱0.367 million as of 31 December 2016, slightly lower than deferred credits
of ₱0.409 million as of 31 December 2015 due mostly to amortization.
Deferred tax liability amounted to nil and ₱1.5 million as of 31 December 2016 and 2015, respectively,
due to netting with deferred tax assets recognized as of 31 December 2016.
The Company’s total equity stood at ₱351.9 million as of 31 December 2016, lower by 6.76% compared
with the total equity of ₱377.4 million as of 31 December 2015. Net decrease is due to higher dividends
declared in 2015 amounting to ₱35.0 million than in 2016 amounting to ₱26.0 million, and redemption
of preferred shares amounting to ₱15.0 million.
Capital stock amounted to ₱340.01 million as of 31 December 2016. This is 9.33% lower than the
capital stock of ₱375.01 million as a result of redemption of preferred shares.
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RESULTS OF OPERATIONS
For the three months ended 31 March 2019 compared to 31 March 2018
Net Income for the three months ended 31 March 2019 amounted to P8.7 million, 11.7% higher than
P7.8 million recorded during the same period last year. The following movements resulted in the higher
income being recorded in the first quarter of 2019.
a. Revenues increased by P2.6 million due to increase in occupancy, annual escalation in rents
and revenues from the Company’s new asset management business;
b. Cost of services increased by P0.843 million attributable to higher commission expenses due
to the increase in the units being leased;
c. General and administrative expenses were relatively flat;
d. Substantial decline in interest income by P0.157 million as excess cash was not fully invested;
e. Decrease in other income by P0.008 million due to lower miscellaneous income from interest
and penalty on late collection of rental payments; and
f. Provision for income tax increased by P0.676 million as a result of higher net income recorded
in the first quarter of 2019.
For the year ended 2018 compared to for the year ended 2017
Net income for 2018 was ₱34.3 million almost at par with 2017 net income of ₱34.7 million.
In 2018, the Company posted total revenues of ₱81.8 million, 8.44% higher than 2017’s
₱75.5 million. The increase in total revenues for the years under review was primarily due to increase
in rental rate because of escalation clauses and additional rental from the five units acquired in 2017.
Cost of services increased correspondingly to the increase in revenues. Cost of services amounted to
₱33.3 million in 2018, 10.19% higher than 2017’s ₱30.2 million. Depreciation and amortization
expenses were the main contributors to the increase in cost of ser vices for the years under review.
General and administrative expenses for 2018 was ₱6.5 million, higher by 53.75% over 2017’s
₱4.2 million. The increase in general and administrative expenses in 2018 was mainly due to higher
taxes, licenses, travel expenses, and professional fees for independent auditors incurred in 2018 as
compared to 2017.
Interest income in 2018 amounted to ₱0.633 million, lower by 19.53% versus 2017 of
₱0.786 million. The fluctuations in interest income over the years were largely in line with the level of
short-term investments and bank deposits.
Other income comprising mainly of long-outstanding security deposits which were written-down
amounted to ₱0.592 million in 2018. No foreign exchange gain was recognized in 2018 thus other
income decreased by 40.78% as compared to the ₱1.0 million other income in 2017.
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For the year ended 2017 compared to for the year ended 2016
Net income for 2017 amounted to ₱34.7 million which is 7.79% higher than the 2016 net income of
₱32.2 million.
In 2017, total revenues of the Company amounted to ₱75.5 million, higher by 6.53% than 2016’s
₱70.8 million. The increases in total revenues for the years under review were primarily due to increase
in rental rate because of escalation clauses and additional rental from the five units acquired in 2017.
Cost of services increased correspondingly to the increase in revenues. Cost of services amounted to
₱30.2 million in 2017, higher by 4.95% than 2016’s ₱28.8 million. Depreciation and amortization
expenses were the main contributors to the increase in cost of services for the years under review.
General and administrative expenses for 2017 amounted to ₱4.2 million lower by 18.49% than 2016’s
₱5.2 million. The decline in the said account was primarily because, in 2016, a provision was made to
cover the estimated deficiency for 2012 tax case.
Interest income in 2017 was ₱0.786 million, higher by 84.44% than 2016’s ₱0.426 million. The
fluctuations in interest income over the years were largely in line with the level of short-term
investments and bank deposits.
Other income amounted to ₱1.0 million in 2017. The 2016 other income amounting to ₱3.1 million are
comprised of foreign exchange gain and write-down of long outstanding payables.
For the year ended 2016 compared to for the year ended 2015
Net income for 2016 amounted to ₱32.2 million which is 13.09% higher than the 2015 net income of
₱28.5 million.
In 2016, total revenues of the Company amounted to ₱70.8 million, slightly lower by 0.47% than 2015’s
₱71.2 million due to the effect of some tenants moving out near year-end.
Cost of services increased correspondingly to the increase in revenues. Cost of services amounted to
₱28.8 million in 2016, lower by 4.35% than 2015’s ₱30.1 million. Depreciation and amortization
expenses were the main components of cost of services for the years under review.
General and administrative expenses for 2016 amounted to ₱5.2 million, higher by 63.28% than 2015’s
₱3.2 million due mainly to recording provisions for probable liabilities which the Company settled in
2016.
Interest income in 2016 was ₱0.426 million, lower by 16.31% than 2015’s ₱0.509 million. The
fluctuations in interest income over the years were largely in line with the level of short-term
investments and bank deposits.
The 2016 and 2015 other income amounting to ₱3.1 million and ₱2.3 million, respectively, are
comprised of foreign exchange gain and write-down of long outstanding payables.
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LIQUIDITY AND CAPITAL RESOURCES
For the three months ended 31 March 2019
Net cash provided by operating activities during the first quarter of 2019 amounted to ₱12.3 million, a
significant portion of which was provided by operating income. Cash used in investing activities
amounted to ₱0.622 million. Cash was mainly used to fund the payment of initial leasing cost for the
said period under review. Net cash provided by financing activities recorded at ₱0.593 million resulting
from the increase in due to related parties.
For the year ended 2018 compared to for the year ended 2017
Net cash provided by operating activities in 2018 amounted to ₱61.1 million, a significant portion of
which was provided by operating income. Net effects of working capital changes to the operating
income are ₱5.1 million.
Cash used in investing activities amounted to ₱2.9 million and ₱5.5 million for 2018 and 2017,
respectively. Cash was mainly used to fund acquisition of additional units aside from the payment of
initial leasing cost for the said years under review.
Net cash used in financing activities in 2018 stood at ₱55.4 million (net of the non-cash settlement)
which was all used to settle payables to a related party. In 2017, net cash used in financing activities of
₱16.4 million was primarily used to pay dividends and was partially offset by an advance made to the
Company by a related party.
For the year ended 2017 compared to for the year ended 2016
In 2017, net cash provided by operating activities amounted to ₱55.0 million of which majority was
contributed by operating income and was partially offset by increase in trade and other receivables.
Similarly, net cash provided by operating activities in 2016 amounted to ₱56.3 million which were
primarily sourced from operating income reduced by net effects of working capital accounts.
Cash used in investing activities amounted to ₱5.5 million and ₱1.6 million for 2017 and 2016,
respectively. Cash was mainly used to fund acquisition of additional units aside from the payment of
initial leasing cost for the said years under review.
Net cash used in financing activities in 2018 stood at ₱55.4 million (net of the non-cash settlement)
which was all used to settle payables to a related party. In 2017, net cash used in financing activities of
₱16.4 million was primarily used to pay dividends and was partially offset by an advance made to the
Company by a related party. Net cash used in financing activities in 2016 amounted to
₱61.0 million which are payments of dividends and redemption of preferred shares.
For the year ended 2016 compared to for the year ended 2015
Net cash provided by operating activities in 2016 and 2015 amounted to ₱56.3 million and ₱54.6
million, respectively, which were primarily sourced from operating income reduced by net effects of
working capital accounts.
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Cash used in investing activities amounted to ₱1.6 million and nil for 2016 and 2015, respectively. Cash
was mainly used for payment of initial leasing cost in 2016.
Net cash used in financing activities in 2016 and 2015 amounted to ₱61.0 million and ₱50.0 million,
respectively, which are payments of dividends and redemption of preferred shares.
KEY PERFORMANCE INDICATORS

Net Income Margin1
Operating Margin2
Gross Profit Margin 3
Return on Equity4
Return on Asset 5

For the three-month
periods ended March 31
2019
2018
38.36%
38.83%
87.65%
87.80%
58.99%
57.84%
6. 25%
7.46%
1.91%
1.72%

For the years ended
December 31
2018
2017
2016
41.90%
45.96%
45.42%
89.58%
92.32%
93.33%
59.35%
59.99%
59.39%
29.19%
35.17%
34.92%
7.66%
8.12%
7.86%

Net income margin is computed as net income over revenues
Operating margin computed as earnings before interest, taxes, depreciation and amortization over revenues.
3
Gross Profit Margin is gross profit as a percentage of revenues
4
Return on Equity is computed as net income of the Company over average total equity, excluding preferred shares
5
Return on Assets is computed as net income of the Company over average total assets
1
2

There are no events that will trigger direct or contingent financial obligation that is material to the
company, including any default or acceleration of an obligation.
The Company has no material commitment for capital expenditures in 2019.
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BUSINESS
OVERVIEW
The Company is a corporation organized and registered with the Philippine SEC on 23 September 2005.
The Company owns 77 units with 98 leasable spaces of the Kepwealth Center in the Cebu Business
Park. The PEZA-accredited 15-storey building is currently leased by reputable firms, both domestic and
international, in various industries such as in finance and insurance, audit, legal counselling, education,
health services, real estate, tourism, and sovereign agencies, among others.
The Company also acts as an asset manager for certain commercial and residential properties located
in key areas within Metro Manila, namely:
No.

Building

1

Oxford Suites

2

Medical Plaza
Ortigas

3

5

Burgundy Corporate
Tower
Burgundy West Bay
Tower
Atrium Mall

6

Luxe Madrigal

7

Icon Macapagal

8

Vivaldi Residences Cubao Commercial
Space

4

Location

Property
Classification

No. of Units
Managed

P. Burgos Corner
Durban St., Makati City
San Miguel Ave.,
Ortigas Center, San
Antonio, Pasig City
Sen. Gil Puyat Ave.,
Makati City
820 P. Ocampo St.,
Malate, Manila
Taft Corner Gil Puyat
Avenue, Brgy. 038
Pasay City
Market St., Madrigal
Business Park,
Muntinglupa City
Brgy. Tambo,
Paranaque City, Metro
Manila
628 EDSA cor. Aurora
Blvd., Cubao, Quezon
City

Residential

60

Total
Leasable
Area
Managed
(Sq.m.)
2,389

Commercial

79

5,260

Commercial

91

6,405

Residential

59

3,797

Commercial

43

12,934

Commercial

96

10,793

Residential

98

10,229

Commercial

29

517

On 27 October 2017, Kephinance Investment Pte. Ltd. and Kepwealth, Inc. (the “Sellers”) entered into
a Share-Purchase Agreement with Euro Capital Land, Inc. Under the Share-Purchase Agreement, the
Sellers were recognized as the true, legal, registered and/or beneficial owners of a total of thirty four
million two thousand five hundred shares (34,002,500), comprising eight million five hundred two
thousand five hundred (8,502,000) commons shares, which includes Nominee Shares, and twenty five
million five hundred thousand (25,500,000) preferred shares with a par value of Ten Pesos (₱10.00) per
share in the Company. The shares of the Sellers represent 100% of the issued and outstanding stock of
the Company as of the date thereof. Pursuant to the terms of the Share Purchase Agreement, the Sellers
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assigned and transferred all of their rights, titles, and interests in the Company to the following
companies designated by Euro Capital: Crown Castle Holdings.Com, Inc.; We Serve 24 Hours, Inc.;
Euro Capital Pte. Ltd.; and Las Tuazon and Sons Realty, Inc. The latter agreed to the total aggregate
purchase price of Seven Hundred Ninety-Three Million Six Hundred Forty-Two Thousand One
Hundred Fifty Pesos (₱793,642,150.00) for the transfer of shares from the Sellers to the four companies.
The purchase price for the total issued and outstanding shares of stock of KPPI was based on a
commercial agreement between the parties taking into account various factors including but not limited
to the value of the property and the revenues of the Company.
The Company has generated total revenues of ₱81.85 million, ₱75.48 million, and ₱70.85 million for
the years ended 31 December 2018, 2017 and 2016 and net income of ₱34.30 million, ₱34.69 million,
and ₱32.18 million, for the same periods. As of the period ended 31 March 2019, the Company has
generated a total revenue of ₱22.65 million and net income of ₱8.69 million.
Pipeline Projects
The Company intends to use the proceeds of the Offer to acquire an additional aggregate 3,500 sq. m
of space, which the Company may use primarily for commercial or office leasing purposes. These
targeted properties are situated on high traffic urban areas.
The Company also intends to increase its asset management portfolio, which complements its leasing
business. Some properties and developments eyed for asset management contracts are commercial and
office spaces are the following:
1. A prime property located in Quezon City, Metro Manila. With the growing commercial and
residential real estate market within the vicinity, the property owner is planning to build a fivetower complex within the 10,540 sq. m. lot.; and
2. The Apo View Hotel in Davao, owned by a related party, stands on a property which has an area of
9.611 sq. m. As the renovation of the said hotel nears its conclusion in 2019, the GOLD Group is
planning to build two 40-storey towers which will have commercial and retail spaces.
In addition to the 3,500 sq. m. of space to be purchased using the proceeds of the Offer, the Company
may also look into the acquisition of select leasable commercial and office spaces from the foregoing
properties in Quezon City and Davao.
Competitive Strengths
The Company believes that it benefits from the following competitive strengths:
•

Diversified and high-quality tenant base. The Company currently leases out its spaces
to a diversified pool of tenants engaged in various industries, including, but not limited to,
insurance, tourism, legal counseling, education, health services, and more. This diversity,
coupled with the various types of leasable assets owned by the Company, allows for a
steady income stream which insulates it from expected adverse market conditions,
regardless of industry. At the same time, the tenants of the Company’s spaces have varying
terms provided in their lease agreements; the average term of the Company’s lease
contracts is at two (2) years, with the shortest term at one (1) year and the longest at six
(6) years. This allows the Company to have both short- and long-term income streams. The
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Company’s lease agreements also protect it from unsound practices of tenants, by
providing for clauses which discourage tenants from violating their contracts or
transferring to another building.
•

Focus on recurring income business. Most of the Company’s diverse leasable assets are
currently occupied by office tenants, which means that the Company is generally not
susceptible to the cyclicality seen by real estate companies which are heavily generating
revenues from residential unit sales. While the Company aims to diversify and expand into
residential and commercial leasing, it will remain heavily rooted in leasing to office tenants,
thus securing a niche market which generates recurring income for its business. To ensure
a steady cash flow and ease in the Company’s collection process, the Company also
requires tenants to issue post-dated checks to cover monthly rental payments during the
term of the lease.

•

Flexible, scalable operations. The Company’s acquisition strategy is one of its key
strengths. The Company assesses the worth and value of properties based on location, use,
and yield, and based on this evaluation, readily accommodates assets that are not
necessarily contiguous or whole. This strategical flexibility allows it to target acquisition
spaces, while also allowing it to cherry-pick potential suitable leasing spaces of units in
commercial and office buildings. Furthermore, it allows the Company to ensure that its
cash flows are not greatly affected by its acquisition processes. In addition, the acquisition
of units in existing buildings allows the Company to immediately lease out recently
acquired properties.

•

Proven management track record. The Board of Directors and executives of the
Company comprise a strong team of talents and experiences from a broad spectrum of
companies with an aggregate of more than 50 years in key posts in various real estate and
leasing activities. Notably, Edmundo G. Las, the Company’s President, is an entrepreneur
with extensive experience in hospitality and tourism management, having served as the
Chief Executive Officer of Hotel Sogo, Eurotels, Icon Hotels, The Apo View Hotel and
other hotel establishments. He is concurrently the President of several real estate companies
such as Edsa I Real Estate Corporation and Las Tuazon and Sons Realty, Inc. Mr. Gerard
Joseph B. Alava leads the leadership and strategy development of the Company and has
extensive experience working in multinational companies. He has also served as consultant
for several major real estate companies in the field of sales and marketing. Additionally,
John F. Catindig, the Company’s Treasurer, and other members of the GOLD Group who
are key shareholders of the Company likewise have a proven track record in the real estate
business.

•

Well-positioned to benefit from positive macroeconomic growth trends. The Company
is poised to take advantage of macroeconomic developments in the country. It currently has
seven (7) business process outsourcing (“BPO”) and knowledge process outsourcing
(“KPO”) companies as tenants and is exploring further opportunities in this market. The
Company has identified growth potentials in the BPO industry and has been seeking for
assets that it can acquire in the future and lease out as a BPO center. It is also strategically
positioning itself to accommodate growth in other key industries such as Philippine
Offshore Gaming Operators (“POGOs”), hotels, and commercial and mixed-use spaces.
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•

Ability to quickly establish business presence. The Company has significant experience
in negotiating directly with unit owners of commercial or office spaces to acquire clusters
of units in strategic developments. The Company is also experienced in strategic marketing
and is adept in establishing its properties as prime and key locations for tenancy.

•

Synergy with Shareholders and Related Parties. KPPI, through its principals, is affiliated
with the GOLD Group. This affiliation lends the Company access to a vast network of
potential clients and opportunities for expansion. The common ownership and management
between the Company and the GOLD Group also allows KPPI to share in the expertise of
providing comprehensive services to potential clients, which include acting as a
representative and agent, marketing commercial and residential requirements, and providing
strategic business plans tailor-fit to client needs.

BUSINESS STRATEGY
The Company believes that the successful implementation of the following strategies will support its
continued growth and profitability.
•

To enhance earnings base by steadily growing recurring income streams. The IPO proceeds
are intended to be used for both acquiring new assets, including 3,500 square meters worth of
strategically-located units, to be leased out to tenants. The Company’s intended strategy includes
acquiring more units from the secondary property market that require rehabilitation, which the
Company will refurbish and renovate to unlock higher revenue potential. This is expected to result
in a relatively immediate rental return, in contrast to undertaking building construction. The
Company also has plans to acquire more established locations. Further, the Company has plans to
focus its tenancy pursuits to prestigious institutions such as embassies and other diplomatic
institutions and to set a minimum lease period of three (3) years to ensure a steady recurring income
stream.

•

To include in its portfolio assets located in high-density urban areas. The Company’s assets for
lease are currently in Kepwealth Center, located in Cebu Business Park in Cebu. Its asset
management portfolio, on the other hand, covers properties in Metro Manila, specifically in Ortigas,
Malate, Pasay, Parañaque, Cubao, and Alabang. Subject to market conditions, the Company has
plans to expand its leasing and/or asset management portfolio to include more areas within the
Metro Manila, Metro Cebu, and Davao City business districts.

•

To maintain flexibility and scalability of business model. The Company’s use of its location,
use, and yield criteria in selecting locations, buildings, and units has previously given it wide access
to high-potential properties in both the primary and secondary property markets. It plans to fully
utilize this model, as well as its vast network of business affiliates, to acquire the most suitable
properties for its business. Further, with the proposed revisions of Republic Act No. 9856, otherwise
known as the Real Estate Investment Trust (“REIT”) Law and its implementing rules and
regulations, the Company foresees a growth in its business.

•

To adhere to prudent financial management. The Company currently has no existing liabilities
that could compromise its financial health. It plans to use its sizeable headroom for leverage in case
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of opportunistic acquisitions of strategically-located properties that may present itself to the
Company that will allow it to expand its business even further.
History
On 27 October 2017, Crown Castle Holdings.Com, Inc. (“Crown Castle”); We Serve 24 Hours, Inc.
(“We Serve”); Euro Capital Pte. Ltd. (“Euro Capital”); and Las Tuazon and Sons Realty, Inc. (“Las
Tuazon”) (Crown Castle, We Serve, Euro Capital, and Las Tuazon shall be collectively referred to as
the “Principal Shareholders”) acquired KPPI from Kephinance Investment Pte. Ltd. and Kepwealth,
Inc. Immediately after the acquisition of KPPI, it acquired five (5) additional condominium units in
Kepwealth Center.
KPPI is the owner of 77 office condominium units with 98 leasable spaces in Kepwealth Center, a
commercial building located at Samar Loop corner Cardinal Rosales Avenue, Cebu Business Park,
Cebu City. On 1 January 2019, the name of the building was changed to Kepwealth Center. Kepwealth
Center is one of the first buildings to be erected within the vicinity. It was one of the properties that
were assumed by Keppel Bank when it took over the ownership and management of the then Monte de
Piedad Bank.
In March 2019, the Company launched its asset management business and entered into agreements for
the management of commercial, office, and residential units in the following buildings located across
Metro Manila: Oxford Suites (60 units), Medical Plaza Ortigas (79 units), Burgundy Corporate Tower
(91 units), Burgundy West Bay Tower (59 units), Atrium Mall (43 units), Icon Macapagal (98 units),
and Vivaldi Residences – Cubao Commercial Space (29 units). On 1 April 2019, the Company also
entered into an agreement for the management of 96 units of Luxe Madrigal.
Below is a summary of the milestones of the Company:
Date
23 September 2005
24 September 2009
10 November 2009
27 October 2017
27 October 2017
8 December 2017
1 January 2019
30 January 2019
February 2019
1 March 2019
7 March 2019

Milestone
The Company was incorporated and registered with the SEC.
The SEC approved the Company’s application for increase in
authorized capital stock; acquired units in the Keppel Center.
Keppel Center was registered with the PEZA.
Crown Castle Holdings.Com, Inc.; We Serve 24 Hours, Inc.; Euro
Capital Pte. Ltd.; and Las Tuazon and Sons Realty, Inc. acquired the
Company from Kephinance Investment Pte. Ltd. and Kepwealth, Inc.
The Company acquired an additional one (1) condominium unit in
Kepwealth Center.
The Company acquired an additional four (4) condominium units in
Kepwealth Center.
Change of building name from Keppel Center to Kepwealth Center
The Company adopted its CG Manual and constitutes the charters of
the Audit Committee, Corporate Governance Committee, and the
Related Party Transactions Committee.
The Company completed its internal corporate reorganization to
establish organic management and employees in the Company.
The Company established its asset management business by entering
into agreements with various unit owners to manage 459 units in
seven (7) buildings located across Metro Manila.
The SEC approved the amendments to the Articles of Incorporation
of the Company to change its primary purpose and capital structure.
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Corporate Reorganization
The Company undertook a general corporate reorganization in preparation for this Offer.
Prior to 7 March 2019, the Company’s authorized capital stock of ₱620,000,000.00 was divided into
8,800,000 Common Shares and 53,200,000 Preferred Shares, both with a par value of ₱10.00 each. On
9 January 2019 for purposes of expansion, the Board of Directors and the stockholders approved the
reclassification of the shares of the Company. Currently, the Company’s authorized capital stock is
divided into 365,000,000 Common Shares and 255,000,000 Preferred Shares with a par value of ₱1.00
each. The Company effectively decreased the par value of its Common and Preferred Shares, both from
₱10.00 per share, to ₱1.00 per Common Share and to ₱1.00 per Preferred Share.
In February 2019, the Company filed an application with the SEC for such reclassification of shares as
described above, which was approved by the SEC on 7 March 2019.
In compliance with the PSE Listing Rules, among the amendments made to the Articles of Incorporation
was to restrict a change in the Company’s primary and/or secondary purpose for a period of seven (7)
years following its listing in the PSE. Consistent with the foregoing and the Company’s secondary
purpose, the Company has no plans to engage in the business of a real estate developer.
Organizational and Corporate Structure of the Company
The following chart sets forth the ownership structure of the ownership of the Company as of 31 May
2019:

Ignacio B. Gimenez
& Family

100%

Edmundo G. Las
& Family

Roberto B. Olanday
& Family

100%

100%

Crown Castle
Holdings.Com, Inc.

We Serve 24
Hours, Inc.

56.4%

25.6%

Euro Capital Pte.
Ltd.
12%

KEPWEALTH
PROPERTY
PHILS. INC.
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100%

Las Tuazon and
Sons Realty, Inc.

6%

Other
Shareholders*

The ultimate beneficial owners of the Company, Messrs. Ignacio B. Gimenez, Roberto B. Olanday, and
Edmundo G. Las., has formed the GOLD Group24 which has business interests in various industries,
particularly hotel, property development, property leasing, and business services.
Customers
The Company’s customers are very diverse. The Company’s lessees are mainly small to medium-size
tenants from industries such as online educational institutions, insurance companies, start-up business
process outsourcing, bank/financial institutions’ back office and shared services, placement services,
consulting firms, law firms, distributors of various goods, transport delivery services, foreign consulate
offices, and government-owned and controlled corporations.
Competition
Competition in the real estate business is primarily driven by location. However, other factors such as
quality of property and provision of property management, sales, and marketing services, also shape
the competitive landscape, insofar as capturing customers is concerned.
Within the property leasing business, the Company can be considered in direct competition with other
lessors of comparable buildings in the Kepwealth Center’s immediate vicinity in the Cebu Business
Park, as well as those in the Cebu IT Park, and even in other cities in Cebu, such as in Mandaue and
Lapu-Lapu.
Furthermore, the Company also competes with other industry players, such as property developers and
real estate investors, in securing properties that are to be made available for lease for portfolio
expansion.
As for asset management, the Company’s competitors are likewise diverse. These range from
multinational property asset management firms and their Philippine partners, such as Colliers
International, Knight Santos Frank, Jones Lang La Salle, among others, to much smaller, fragmented
players.
Employees and Labor Relations
As of 1 March 2019, the Company has 11 employees. The Company expects to hire approximately two
(2) additional employees depending on the expansion of the Company’s business.
Corporate Social Responsibility
KPPI puts great importance in its corporate social responsibility, as such the Company participates in
the GOLD Group’s activities and initiatives for the benefit of academic institutions and culture and arts
causes.

24

The GOLD Group is a grouping of business interests and is not an incorporated entity.
92

Properties
As of 31 December 2018, the Company owns 77 units with 98 leasable spaces in Kepwealth Center in
Cebu. As of 31 March 2019, the Company enjoys a 90% occupancy rate of its total leasable space.

The Company believes Kepwealth Center is an iconic landmark in the Cebu Business Park. It stands
proud in its granite and glass construction and boasts of an eye-catching architectural design which is
bound to absorb any one’s attention, making it very distinctive from the buildings around it. This 15storey building with total floor area of 18,126 sq.m standing on a 2,615 sq.m. property. This building
boasts of its design of being earthquake-resistant, considering that it was one of the first buildings
erected within the area. Being PEZA-accredited, the building it is an ideal choice for office spaces for
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BPOs and international trading companies. Due to its prime location and accessibility to various means
of transportation, it is a building of choice for small to medium size companies looking for a space in
an upscale business environment. Currently, it houses various types of tenants ranging from financial
institutions, prestigious law firms and other consultancy companies and other BPOs.
Among the attractive features of the building are:
•
•
•
•
•
•

Prime location, proximity to hotels, banks, and other commercial institutions
Availability of small and medium-sized unit
PEZA accreditation
Upscale business environment
Safe and comfortable working conditions
Wide access to various means of public transportation

There are plans to modernize the building to better serve the requirements of the tenants, such as more
efficient elevators, centralized air-conditioning system and lighting system. These will make Kepwealth
Center updated, similar to the newer buildings within the area and further provide a safe, comfortable
and convenient work area to its tenants.
Based on the market valuation report dated 6 July 2018, Cuervo Appraisers, Inc. rendered an opinion
that the market value of the property appraised as of 17 February 2019 is reasonably represented in the
amount of Php869,245,000.00.
Pursuant to the engagement, Cuervo Appraisers was paid an appraisal fee in the amount of
Php35,714.88 net of VAT.
Insurance
The Kepwealth Center is covered by the insurance policy of KCCC. KCCC’s insurance policies are
subject to exclusions that are customary for insurance policies of the type held by KCCC, including
those exclusions relating to war and terrorism-related events. The Company and KCCC believe the
insurance policies are in line with industry standards in the Philippines.
Intellectual Property
The Company’s business is not dependent on any copyright, patent, trademark, license, franchise,
concession or royalty agreement. However, the Company believes that the registration of the
Company’s trademarks, tradenames and brands will help establish name recall and recognition in the
market and build brand equity, which will eventually contribute to the success of the Company’s
projects and those of its affiliates.
The Company has not been subject to any disputes relating to its intellectual property rights.
Legal Proceedings
The Company is currently not a party to any material legal proceedings, claims and/or tax assessments.
The Company, or its, associates or properties is not currently involved in any material litigation,
arbitration or similar proceedings, and the Company is not aware of any such proceedings pending or
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threatened against it or any of its associates or its properties, which are or might be material in the
context of the Offer.
Material Permits and Licenses
The Company has all the material permits and licenses necessary for its business and that these are valid
and subsisting as of the date of this Prospectus, as confirmed by Adarlo Caoile and Associates (ACA
Law) in its legal opinion dated 15 April 2019.
Detailed below are all of the major permits and licenses of the Company necessary to operate its leasing
and asset management business in the cities of Makati and Cebu, the failure to possess any of which
would have a material adverse effect on the business and operations of the Company. The Company
has all the applicable and material permits and licenses necessary to operate its business as currently
conducted and such permits and licenses are valid, subsisting, or pending renewal.
The Company has only one office located in the city of Makati. All reports and documents pertaining
to its operations in Cebu are consolidated in its Makati office.
The material permits, and licenses required for the Company’s operations are valid and subsisting.
Makati Office
Name of Permit

Issuing Agency

License/Permit
No.

Certificate
Incorporation

of Securities
Exchange
Commission

and CS200516361

Certificate
Registration

of Bureau of Internal OCN
Revenue
9RC0000275073

Issue Date

Expiry Date

23 September 50 years from
2005
date
of
incorporation
30 November n.a.
2005

Business
(2019)

Permit Local Government 44736
Unit of Makati
City

8 March 2019

31
December
2019

Sanitary
(2019)

Permit Local Government 021188
Unit of Makati
City

8 March 2019

31
December
2019

Barangay
Business
Clearance (2019)

Local Government B.C.
No. 16
Unit of Makati 102319001924
2019
City

January 31
December
2019

Fire
Safety Local Government FSIC No. R16- 21 March 2019
Inspection
Unit of Makati MkCFS-0409986
Certificate (2019) City

31
December
2019

Employer
Form

n.a.

Data Home
Development
Mutual Fund

2013-2875-0007
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Name of Permit

Issuing Agency

License/Permit
No.

Certificate
Registration

of Social
System

Philhealth
Certificate
Registration

Philippine Health 0010000008529
of Insurance
Company

Issue Date

Security 03-9127289-3

DOLE Certificate DOLE
of Compliance on
Occupational
Safety & Health
Standards

Expiry Date
n.a.

NCR-MPFO-19050095

n.a.

17 May 2019

n.a.

Cebu Operations
Name of Permit

Issuing Agency

License/Permit
No.

Issue Date

Expiry Date

Business Permit Local
99447
(2019)
Government Unit
of Cebu City

22 April 2019

31
2019

December

Sanitary
(2019)

25 January 2019

31
2019

December

Permit Local
NF-29466
Government Unit
of Cebu City

Fire
Safety Local
FSIC No.
Inspection
Government Unit 070252857
Certificate (2019) of Cebu City

R- 28 June 2019

28 June 2020

The costs of compliance with environmental laws are included in the cost for permits and licenses
procured by the Company.
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THE PHILIPPINE LEASING AND ASSET MANAGEMENT INDUSTRIES
This section contains information concerning the leasing industry in the Philippines, including certain
financial information of certain competitors of the Company, which is sourced from their respective
public filings and which includes certain and unreviewed financials. None of the Company or the Sole
Issue Manager, Underwriter, and Sole Bookrunner or any of their advisors makes any representation
as to the accuracy or completeness of this information. This information has not been independently
verified by the Company or the Sole Issue Manager, Underwriter, and Sole Bookrunner or any of the
advisors and should not be unduly relied on.
Overview
The Metro Manila leasing market caters to four broad categories—Business Process Outsourcing(“BPO”) voice, BPO-Knowledge Process Outsourcing (“KPO”), gaming, and traditional office space
users. The last five years saw shifting industry drivers for the office leasing sector, principally brought
about by evolving preferences and concentration of the non-traditional office space locators. BPO-voice
locators have been the major leasing market movers since the early 2000s, while traditional office space
occupants remained relatively consistent in maintaining its share in the leasable space take-up. 2017
marked the advent of offshore gaming’s significant contribution to the sector demand. BPO-KPO
locators were meanwhile steadily growing as well.
Demand from outsourcing and offshoring firms is challenged today by the slowdown in PEZA
accreditations, and by the passage of the TRAIN2 platform, both of which are seen to decrease the
competitiveness of the Metro Manila office spaces vis-à-vis those in neighboring jurisdictions.
In terms of geography, the Makati Central Business District and Fort Bonifacio have consistently been
the most expensive leasing markets within Metro Manila over the last decade. Post-2008, office space
completion and deliveries have been flattish until 2016.
Outside the National Capital Region, hubs such as Metro Cebu continue to gain traction. Fueled by an
economy growing faster than the national average, Metro Cebu has attracted revived interest, marked
by the development of new and upcoming central business districts in the area, spearheaded by the
major property and conglomerate groups such as Aboitiz, Ayala, Megaworld, and Filinvest Land,
among others.
Supply
In Metro Manila. more than half of the fresh office space supply for completion within 2019 is located
in the Manila Bay Area, Ortigas Center, and Fort Bonifacio. The office space development pipeline
until 2021 remains healthy, with some 950,000 square meters scheduled for delivery and turnover every
year. This is notably more than double the 450,000 square meters of new office space completed
annually from 2012 to 2016.
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Source: Colliers International
*Includes Araneta Center, C-5 Corridor, Eastwood City, and North EDSA Triangle
**Manila and other fringe locations
Office supply growth is likewise robust in Metro Cebu, where gross leasable office space posted a
14.5% year-on-year growth in the first half of 2018 according to data from Santos Knight Frank
Research. Of the said expansion, 18,000 square meters is attributed to the Cebu Business Park, 9,929
square meters to the Cebu IT Park, and over 64,200 square meters to the fringe areas. Another 98,834
square meters of office gross leasable area is also slated for completion in 2018, largely to located within
the Cebu IT Park. The fringe areas, namely, Mandaue and Lapu-Lapu cities are also expected to account
for a fifth of the new supply deliveries, possibly as beneficiaries to the recently refurbished MactanCebu International Airport.

Source: Santos Knight Frank Research
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Demand and Vacancy
According to Colliers International, outsourcing firms continued to drive the Metro Manila office
leasing market in 2018. The trend is expected to carry on in the immediate term, where take-up is seen
to be dominated by KPO firms, or outsourcing firms that provide higher value outsourcing services
such as health information management, software engineering, and finance and accounting. The recent
entry and expansion of Amazon and Google are a good indication that Metro Manila is able to
successfully compete for significant KPO business.
Meanwhile, offshore gaming firms accounted for a third of the total transactions recorded in 2018,
occupying an estimated 466,000 square meters by yearend. Most of these lease contracts were for leased
spaces in Alabang, the Manila Bay Area, and in the Makati Central Business District. While Colliers
International believes that these locations are likely to become the key hubs for offshore gaming
operations in 2019, other cities such as Quezon City and the Ortigas fringe might also attract offshore
gaming companies in the next two years.

Source: Colliers International
*Others segment includes traditional firms, government agencies, and flexible workspace operators
Overall, the Metro Manila leasing industry exceeded most analyst expectations in 2018, with Colliers
citing a record-high total net take-up of 1.18 million square meters. Demand is seen to remain strong in
2019, as office development projects scheduled for completion in the next 12 months are about 28%
pre-committed as of end-2018. Such pre-leasing data indicate that leasing take-up can be expected to
be the highest in Alabang, Makati Central Business District, Fort Bonifacio, and the Bay Area. Colliers
estimates average net take-up at around 900,000 square meters annually over the next three years.
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Source: Colliers International
Metro Manila saw a vacancy rate of 5.0% in 2018, well in line with analyst forecasts. The sustained
take-up from a diversified group of occupants is projected keep vacancy controlled at 5.0% over the
next 12 months. About 28% of office space slated for completion over the next 12 months is already
pre-leased.

Source: Santos Knight Frank Research
Santos Knight Frank Research reported a decline in overall vacancy rates in Metro Cebu for the first
half of 2018. Metro Cebu’s vacancy as of end of 1H 2018 stood at 8.33%. In the fringe locations,
vacancy rates managed to further go down to 17.45% from 24.45% as of end 1H 2017 despite new
office space supply. This implies growing demand for Cebu office spaces outside the mainstream Cebu
Business District and Cebu IT Park. Vacancy rates in both the Cebu Business District and Cebu IT Park
also dropped, from 5.12% as of the end of 1H 2017 to 3.96% as of the end of 1H 2018.
Rents
The Makati Central Business District and Fort Bonifacio continued to command the most expensive
rents in the Philippines and in Metro Manila. Rates for Prime/Grade A office space in these areas ranged
from ₱930 per square meter to ₱1,900 per square meter as of Q4 2018.
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Colliers International expects average rents across Metro Manila to rise by as much as 8.0% per annum
from 2019 until 2021 on the back of a tight market. Average rents are anticipated to be buoyed up by
knowledge process outsourcing firms that prefer high-quality office space and by offshore gaming
companies that are willing to pay a premium.

Source: Santos Knight Frank Research
In Metro Cebu, the Cebu Business District remains the most expensive market, with weighted monthly
lease rates averaging ₱627.00 per square meter. For perspective, overall Metro Cebu asking monthly
lease rates averaged at ₱548.00 per square meter. As expected, monthly lease rates in the Cebu Business
District grew the fastest at a rate of 13.83% year on year.

Source: Santos Knight Frank Research
Historical data culled by Santos Knight Frank research showed that rents in Metro Cebu have been
growing at annual rate of 3.02% since 2013, implying significant capital appreciation for investors in
the Cebu office market. Within Metro Cebu, the Cebu Business District recorded the highest lease rate
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increases, averaging at 2.62% annually over the same investment horizon. Average annual growth in
the fringe areas stood at 5.48% in the Cebu IT Park and at 2.24% in the fringe areas.
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REGULATORY
The following description is a summary of certain sector specific laws and regulations in the
Philippines, which are applicable to the Company. The information detailed in this chapter has been
obtained from publications available in the public domain. The regulations set out below may not be
exhaustive and are only intended to provide general information to the investors and are neither
designed nor intended to substitute for professional legal advice or a detailed review of the relevant
laws and regulations.
Property Registration and Nationality Restrictions
1987 Philippine Constitution
The 1987 Philippine Constitution, as a rule, allows only Filipino citizens to acquire private lands in the
Philippines. However, foreigners may own real property in the Philippines, subject to the following
restrictions: only Philippine citizens, as individuals, may acquire both private lands and lands of public
domain. There can be no joint ownership of these lands between Filipinos and foreign investors as
individuals. However, corporations with Filipino ownership of at least 60% of the capital stock and
foreign ownership of at least 40% of the capital stock may own private lands and lease lands of public
domain.
While aliens or foreign nationals are prohibited from owning private lands and lands of public domain,
they are allowed to lease private lands (but not lands of public domain).
A foreigner may acquire private land in the Philippines through hereditary succession if he or she is a
legal or natural heir.
Any natural born Filipino citizen who has lost his or her Philippine citizenship and who has the legal
capacity to enter into a contract under Philippine Laws may be a transferee of a private land up to a
maximum area of 5,000 square meters in case of urban land or three hectares in case of rural land to be
used by him for business or other purposes. In case the transferee already owns urban or rural land for
business or other purposes, he or she is entitled to be a transferee of additional urban or rural land for
business or other purposes which when added to those already owned by him or her must not exceed
the maximum area fixed by law.
A transferee may acquire not more than two lots which should be situated in different municipalities or
cities anywhere in the Philippines, but the total land area thereof must not exceed 5,000 square meters
in case of urban land or three hectares in case of rural land for use by him or her for business or other
purposes. A transferee who has already acquired urban land will be disqualified from acquiring rural
land and vice versa.
Any corporation that is owned 100% by a foreign firm may establish a condominium corporation under
Republic Act No. 4726, or the Condominium Act, provided that land on which the building is erected
is held only under lease arrangement.
A foreign national or corporation may enter into a lease agreement with Filipino landowners for an
initial period of up to 50 years, and renewable for another 25 years. Ownership of houses or buildings
is allowed, provided that the foreigner does not own the land on which the house is built.
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Presidential Decree No. 1529 (Property Registration Decree)
The Philippines has adopted a system of property registration, which evidences land ownership that is
binding on all persons. Once registered, title to registered land becomes indefeasible after one year from
the date of entry of the decree of registration except with respect to claims noted on the certificate of
title. Title to registered lands cannot be lost through adverse possession or prescription. Presidential
Decree No. 1529, as amended, or the Property Registration Decree, codified the laws relative to land
registration and is based on the generally accepted principles underlying the Torrens System.
After proper survey, application, publication, service of notice and hearing, unregistered land may be
brought under the system by virtue of judicial or administrative proceedings. In a judicial proceeding,
the Regional Trial Court within whose jurisdiction the land is situated confirms title to the land. Persons
opposing the registration may appeal the judgment to the Court of Appeals and ultimately to the
Supreme Court within 15 days from receiving notice of judgment. Upon finality of judgment, the
appropriate Register of Deeds (“RD”) may issue an Original Certificate of Title (“OCT”). The decree
of registration may be annulled on the ground of actual fraud within one (1) year from the date of entry
of the decree of registration. Similarly, in an administrative proceeding, the land is granted to the
applicant by the DENR’s issuance of a patent. The patent becomes the basis for issuance of the OCT
by the RD. All land patents (i.e. homestead, sales and free patents) must be registered with the
appropriate RD the conveyance of the title to the land covered thereby takes effect only upon such
registration. The act of registration shall be the operative act to convey or affect the land or any land
property insofar as third persons are concerned, and in all cases under the said decree, the registration
shall be made in the office of the RD for the province or city where the land lies. Every conveyance,
mortgage, lease, lien, attachment, order, judgment, instrument or entry affecting registered land, if filed
or entered in the office of the RD for the province or city where the land to which it relates lies, shall
be constructive notice to all persons from the time it is registered, filed, or entered in the records of the
RD.
All interests in registered land less than ownership (such as liens created by mortgages and leases) shall
be annotated by filing with the RD the instrument which creates or transfers or claims such interests
and by a brief memorandum thereof made by the RD upon the certificate of title and signed by him. A
similar memorandum shall also be made on the owner’s duplicate.
Any subsequent transfer or encumbrance of the land must be registered in the system in order to bind
third persons. Subsequent registration and a new Transfer Certificate of Title in the name of the
transferee will be granted upon presentation of certain documents and payment of fees and taxes.
All documents evidencing conveyances of subdivision and condominium units should also be registered
with the RD. Title to the subdivision or condominium unit must be delivered to the purchaser upon full
payment of the sales price. In the event a mortgage over the lot or unit is outstanding at the time of the
issuance of the title to the buyer, the owner or developer shall redeem the mortgage or the corresponding
portion thereof within six (6) months from such issuance in order that the title over any fully paid lot or
unit may be secured and delivered to the buyer. To evidence ownership of condominium units, the RD
issues a Condominium Certificate of Title.
Republic Act No. 4726 (Condominium Act)
While the 1987 Philippine Constitution prohibits foreigners from owning land, there is generally no
prohibition against foreigners owning buildings and other permanent structures. Republic Act No. 4726
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(as amended), or the Condominium Act, does not prohibit the acquisition of a condominium unit by a
foreign corporation or individual, provided that the foreign equity does not exceed the 40% limit
provided by law.
The Condominium Act defines a condominium as an interest in real property consisting of separate
interest in a unit in a residential, industrial or commercial building and an undivided interest in common,
directly or indirectly, in the land on which it is located and in other common areas of the building. A
condominium may include, in addition, a separate interest in other portions of such real property. Title
to the common areas, including the land, or the appurtenant interests in such areas, may be held by a
corporation specially formed for the purpose (condominium corporation) in which the holders of
separate interest shall automatically be members or shareholders, to the exclusion of others, in
proportion to the appurtenant interest of their respective units in the common areas.
Any transfer or conveyance of a unit or an apartment, office or store or other space therein, shall include
the transfer or conveyance of the undivided interests in the common areas or, in a proper case, the
membership or shareholdings in the condominium corporation. Where the common areas in the
condominium project are owned by the owners of separate units as co-owners thereof, no condominium
unit may be transferred to foreigners or corporations with foreign ownership of more than 40% of the
capital stock. The transfer to aliens of units in a condominium project may be made only up to the point
where the concomitant transfer of membership or stockholding in the condominium corporation would
not cause the alien interest in such corporation to exceed 40% of its entire capital stock.
Republic Act No. 7652 (Investors’ Lease Act)
Republic Act No. 7652, or the Investors’ Lease Act allows any foreign investor investing in the
Philippines though actual remittance of foreign exchange, transfer of assets, or other technological
rights or processes, upon registration with the SEC, to lease private lands, subject to the following
conditions:
1. No lease contract shall be for a period exceeding 50 years, renewable once for a period of not
more than 25 years;
2. The leased area shall be used solely for the purpose of the investment upon the mutual
agreement of the parties; and
3. The leased premises shall comprise such area as may reasonably be required for the purpose of
the investment, subject however, to the Comprehensive Agrarian Reform Law and the Local
Government Code.
The leasehold right acquired under long-term lease contracts entered into pursuant to the Investors’
Lease Act may be sold, transferred, or assigned; Provided, that when the buyer, transferee, or assignee
is a foreigner or a foreign-owned enterprise, the conditions and limitations in respect to the use of the
leased property as provided for under this law shall continue to apply.
However, foreign individuals, corporations, associations, or partnerships not otherwise investing in the
Philippines, as described above, may only be allowed to lease private lands at a maximum period of 25
years, renewable for another period of twenty-five years upon mutual agreement of the parties.
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A withdrawal of the approved investments (which means failure to operate the investment project for
any three (3) consecutive years, outright abandonment of the investment project at any time during the
approved lease period, or failure to pay lease rental for three (3) consecutive months coupled with the
failure to operate the investment project within the same period) within the period of the lease agreement
or use of the leased area for purpose other than that authorized, shall warrant an automatic termination
of the lease agreement, without prejudice to the right of the lessor to be compensated for the damages
he may have suffered thereby.
The Secretary of Trade and Industry shall terminate any lease contract if the investment project is not
initiated within three (3) years from signing of the lease contract. Any contract made or executed in
violation of any of the following prohibited acts shall be deemed void and both contracting parties shall
be punished by a fine of not less than One Hundred Thousand Pesos (₱100,000.00) nor more than One
Million Pesos (₱1,000,000.00), or imprisonment of six (6) months to six (6) years, or both:

1. Any provision in the lease agreement stipulating a lease period in excess of 50 years, renewable
for a period not more than 25 years;

2. Use of the leased premises for the purpose contrary to existing laws of the land, public order,
public policy, morals, or good customs; and
3. Any agreement or agreements resulting is the lease of land in excess of the area approved by
the DTI: Provided, That, where the excess of the totality of the area leased is due to the acts of
the lessee, the lessee shall be held solely liable therefor: Provided, further, That, in the case of
corporations, associations, or partnerships, the president, manager, director, trustee, or officers
responsible for the violation hereof shall bear the criminal liability.
Building Code
Presidential Decree No. 1096 (National Building Code of the Philippines)
Presidential Decree No. 1096, or the National Building Code, requires that all buildings or structures as
well as accessory facilities shall conform in all respects to the principles of safe construction and must
be suited to the purpose for which they are designed. Buildings or structures and all parts thereof as
well as all facilities found therein shall be maintained in safe, sanitary, and good working condition.
All buildings erected, altered, remodeled, relocated or repaired for human habitation shall be provided
with adequate and potable water supply, plumbing installation, and suitable wastewater treatment or
disposal system, storm water drainage, pest and vermin control, noise abatement device, and such other
measures required for the protection and promotion of health of persons occupying the premises and
other living nearby.
Rent Limitation
Republic Act No. 9653 (Rent Control Act of 2009)
The Rent Control Act of 2009 applies to all residential units, which refer to apartments, houses and/or
parcels of land on which another’s dwelling is located, building houses, dormitories, rooms and
bedspaces offered for rent by their owners (except motels, motel rooms, hotels, hotel rooms), and those
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used for home industries, retail stores, or other business purposes if the owner and his or her family
actually live in such unit and use it principally for dwelling purposes (the “Resident Unit”), whose total
monthly rent for each ranges from ₱1.00 to ₱10,000.00, if in the National Capital Region and other
highly urbanized cities, and from ₱1.00 to ₱5,000.00, if in all other area.
Under this law, the rent of any Residential Unit shall not be increased by more than 7% annually as
long as the unit is occupied by the same lessee. However, when the residential unit becomes vacant, the
lessor may set the initial rent for the next lessee.
Rent shall be paid in advance within the first five days of every current month or the beginning of the
lease agreement, unless the contract of lease provides for a later date of payment. The lessor cannot
demand more than one-month advance rent. Neither can he/she demand more than two months deposit
which shall be kept in a bank under the lessor's account name during the entire duration of the lease
agreement. Any and all interest that shall accrue therein shall be returned to the lessee at the expiration
of the lease contract.
In the event however, that the lessee fails to settle rent, electric, telephone, water or such other utility
bills or destroys any house components and accessories, the deposits and interests therein shall be
forfeited in favor of the lessor in the amount commensurate to the pecuniary damage done by the lessee.
A lessee can be judicially ejectment based on the following grounds:
1. Assignment of lease or subleasing of residential units in whole or in part, including the
acceptance of boarders or bed spaces, without the written consent of the
owner/lessor/administrator/agent of the owner of the residential unit;
2. Arrears in payment of rent for a total of three (3) months. However, in case the lessor refuses
to accept payment, the lessee may either deposit, by way of consignation, the amount in court,
or with the city or municipal treasurer, as the case may be, or barangay chairman, or in a bank
in the name of and with notice to the lessor, within one (1) month after the refusal of the lessor
to accept payment. The lessee shall thereafter deposit the rent within 10 days of every current
month. Failure to deposit the rent for three (3) months shall constitute a ground for ejectment;
3. Legitimate need of the owner/lessor to repossess his or her property for his or her own use or
for the use of an immediate member of his or her family as a residential unit; Provided, however,
that the lease for a definite period has expired and that the lessor has given the lessee formal
notice three months in advance of the lessor’s intention to repossess the property. The
owner/lessor is prohibited from leasing the residential unit or allowing its use by a third party
for a period of at least one year from the time of repossession;
4. Need of the lessor to make necessary repairs of the leased premises which is the subject of an
existing order of condemnation by appropriate authorities concerned in order to make the said
premises safe and habitable. After the repairs, the lessee ejected shall have the first preference
to lease the same premises, and the new rent shall be reasonably commensurate with the
expenses incurred for the repair of the residential unit. However, if the residential unit is
condemned or completely demolished, the lease of the new building will no longer be subject
to the mentioned first preference rule; and
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5. Expiration of the period of the lease contract.
The lessor or his or her successor-in-interest are not entitled to eject the lessee upon the ground that the
leased premises have been sold or mortgaged to a third person regardless of whether the lease or
mortgage is registered or not.
The Rental Control Act shall not apply in the event that the lessor, at his or her sole option, engages the
lessee in a written rent-to-own agreement that will result in the transfer of ownership of the particular
dwelling in favor of the lessee.
Real estate sales on installments
Republic Act No. 6552 (Maceda Law)
The provisions of Republic Act No. 6552, or the Maceda Law, apply to all transactions or contracts
involving the sale or financing of real estate on installment payments (including residential
condominiums but excluding industrial and commercial lots).
Under the provisions of the Maceda Law, where a buyer of real estate has paid at least two (2) years of
installments, the buyer is entitled to the following rights in case he/she defaults in the payment of
succeeding installments:
1. To pay, without additional interest, the unpaid installments due within the total grace period for
every one (1) year of installment payments made. However, the buyer may exercise this right
only once in every five (5) years of the life of the contract and its extensions, if any.
2. If the contract is cancelled, the seller shall refund to the buyer the cash surrender value of
payments on the property equivalent to 50% of the total payments made and, after five years of
installments, an additional 5% every year but not to exceed 90% of the total payments made;
provided, that the actual cancellation or the demand for rescission of the contract by a notarial
act and upon full payment of the cash surrender value to the buyer.
The computation of the total number of installment payments made includes down payments, deposits,
or options on the contract.
In the event that the buyer has paid less than two years of installments, the seller shall give the buyer a
grace period of not less than 60 days from the date the installment became due. If the buyer fails to pay
the installments due at the expiration of the grace period, the seller may cancel the contract after 30
days from receipt by the buyer of the notice of cancellation or the demand for rescission of the contract
by a notarial act.
Notably, the buyer has the right to sell or assign his or her rights to another person or to reinstate the
contract by updating the account during the grace period and before actual cancellation of the contract.
The deed of sale or assignment shall be done by notarial act.
Real property Taxation
Republic Act No. 7160 (Local Government Code of the Philippines)
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Real property taxes are payable annually or quarterly based on the property’s assessed value. Assessed
values are determined by applying the assessment levels (fixed by ordinances of the concerned
Sanggunian) against the fair market values of real property. Under Republic Act No. 7160, as amended,
or the Local Government Code of the Philippines, the assessed value of property and improvements
varies depending on the location, use and nature of the property. Land is ordinarily assessed at 20% to
50% of its fair market value; buildings may be assessed up to 80% of their fair market values; and
machinery may be assessed at 40% to 80% of its fair market value. Real property taxes may not exceed
2% of the assessed value in municipalities and cities within Metro Manila or in other chartered cities
and 1% in all other areas. A province or city, or a municipality within Metro Manila may also levy and
collect an annual tax of one percent (1%) on the assessed value of real property which shall be in
addition to the basic real property tax to accrue exclusively to the Special Education Fund of the local
government unit where the property is located.
Philippine Economic Zone Authority
Republic Act No. 7916 (Special Economic Zone Act of 1995)
The Philippine Economic Zone Authority (“PEZA”) is an agency attached to the Department of Trade
and Industry that promotes investment in areas designated special economic zones around the
Philippines.
Under R.A. No. 7916, as amended, or the Special Economic Zone Act of 1995, activities eligible for
registration with the PEZA are export-oriented enterprises in the fields of manufacturing, information
technology service, agro-industrial, tourism and medical tourism, economic zone development and
operation, and logistics and warehousing services for PEZA-registered Export Manufacturing
Enterprises.
Generally, enterprises registered with PEZA and PEZA facilities providers (owner/operator of buildings
and other facilities inside the economic zones which are leased to PEZA-registered enterprises), among
others, enjoy fiscal and non-fiscal incentives such as income tax holiday, and duty-free importation of
equipment, machinery and raw materials. However, the PEZA Board issued PEZA Resolution No. 12329 on 6 July 2012, excluding information technology (“IT”) facilities projects approved after the said
resolution from enjoying PEZA incentives if the projects are located in the first four (4) PEZAregistered IT Parks in Metro Manila (i.e. Eastwood City Cyberpark in Quezon City, Northgate Cyber
Zone in Alabang, Muntinlupa City, Robinsons Cyberpark in EDSA, Mandaluyong City and E-Square
IT Park in Bonifacio Global City, Taguig City) and in Cebu City (Cebu IT Park). Notwithstanding,
developers and operators of new IT Parks and Centers located outside Metro Manila and Cebu City
remain entitled to the special five percent (5%) tax on gross income incentive and other fiscal incentives
as may be provided by PEZA.
Data Privacy
Republic Act No. 10173 (Data Privacy Act of 2012)
Republic Act No. 10173, or the Data Privacy Act, protects all forms of information, be it private,
personal, or sensitive. It applies to any natural or juridical persons involved in processing of information
(which refers to any operation or any set of operations performed upon personal data including, but not
limited to, the collection, recording, organization, storage, updating or modification, retrieval,
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consultation, use, consolidation, blocking, erasure or destruction of data), whether in the government
or private sector, and whether in or outside the Philippines.
The law defines personal information as any information whether recorded in a material form or not,
from which the identity of an individual is apparent or can be reasonably and directly ascertained by
the entity holding the information, or when put together with other information would directly and
certainly identify an individual. On the other hand, sensitive personal information refers to personal
information:
1. About an individual’s race, ethnic origin, marital status, age, color, and religious, philosophical
or political affiliations;
2. About an individual’s health, education, genetic or sexual life or a person, or to any proceeding
for any offense committed or alleged to have been committed by such person, the disposal of
such proceedings, or the sentence of any court in such proceedings;
3. Issued by government agencies peculiar to an individual which includes, but not limited to,
social security numbers, previous or current health records, licenses or its denials, suspension
or revocation, and tax returns; and
4. Specifically established by an executive order or an act of Congress to be kept classified.
In general, the processing of sensitive personal information and privileged information is prohibited
except where: (1) the data subject has given his or her consent, specific to the purpose prior to the
processing, or in the case of privileged information, all parties to the exchange have given their consent
prior to processing; (2) the processing is provided for by existing laws and regulations; (3) the
processing is necessary to protect the life and health of the data subject or another person, and the data
subject is not able to give consent; (4) the processing is carried out for limited non-commercial purposes
by public organizations and their associations; 5) the processing is necessary for purposes of medical
treatment, is carried out by a medical practitioner or a medical treatment institution, and an adequate
level of protection of personal information is ensured; or (6) the processing is necessary for court
proceedings or legal claims, or is provided to the government or a public authority.
Under the Data Privacy Act, the appointment of a Data Protection Officer (“DPO”) is a legal
requirement for all personal information controllers (“PICs”) and personal information processors
(“PIPs”). The DPO is accountable for ensuring the company’s compliance with all data privacy and
security laws and regulations.
A PIC may be a natural or juridical person who exercises control over the processing of personal data
and furnishes instructions to another person or entity to process personal data on its behalf. A PIP on
the other hand, refers to a person or body instructed or outsourced by a PIC to engage in the processing
of the personal data of a data subject.
The PIC or PIP that employs fewer than 250 persons shall not be required to register unless the
processing it carries out is likely to pose a risk to the rights and freedoms of data subjects, the processing
is not occasional, or the processing includes sensitive personal information of at least 1,000 individuals.
Philippine Competition Act
Republic Act No. 10667 (Philippine Competition Act)
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Republic Act. No. 10667, or the Philippine Competition Act (“PCA”), is the primary competition policy
of the Philippines. It aims to enhance economic efficiency and promote free and fair competition in
trade, industry and all commercial economic activities.
The PCA prohibits and imposes sanctions on:
1. Anti-competitive agreements between or among competitors, which restrict competition as to
price, or other terms of trade and those fixing price at an auction or in any form of bidding
including cover bidding, bid suppression, bid rotation and market allocation and other
analogous practices of bid manipulation; and those which have the object or effect of
substantially preventing, restricting or lessening competition;
2. Practices which are regarded as abuse of dominant position, by engaging in conduct that would
substantially prevent, restrict or lessen competition; and
3. Merger or acquisitions which substantially prevent, restrict or lessen competition in the relevant
market or in the market for goods or services.
Moreover, the parties to a merger, acquisition or joint venture are required to comply with the
compulsory notification requirements of the Philippine Competition Commission (“PCC”), the agency
responsible for the implementation of the PCA, before consummating the transaction where:
1. In a merger or acquisition of assets, the value of the transaction exceeds Two Billion Two
Hundred Million Pesos (₱2,200,000,000.00), and the aggregate gross revenues in, into or from
the Philippines, or value of the assets in the Philippines of the ultimate parent entity of one of
the parties to the transaction, including that of all entities that the ultimate parent entity controls,
directly or indirectly, exceeds Five Billion Six Hundred Million Pesos (₱5,600,000,000.00);
2. As a result of a proposed acquisition of voting shares of a corporation or of an interest in a
noncorporate entity, the acquiring entity, together with its affiliates, would own an aggregate
interest of 35% of the voting shares or shares entitled to profits, or increase the said
shareholdings to 50%;
3. In a notifiable joint venture transaction, if either (i) the aggregate value of the assets that will
be combined in the Philippines or contributed into the proposed joint venture exceeds Two
Billion Two Hundred Million Pesos (₱2,200,000,000.00) or (ii) the gross revenues generated
in the Philippines by assets to be combined in the Philippines or contributed into the proposed
joint venture exceed Two Billion Two Hundred Million Pesos (₱2,200,000,000.00).
The adjusted thresholds for notification have been in effect since 1 March 2019.
An agreement consummated in violation of the compulsory notification requirement shall be considered
void and shall subject the parties to an administrative fine of one percent (1%) to five percent (5%) of
the value of the transaction.
Philippine Taxation
Republic Act No. 8424, as amended (Tax Reform Act of 1997)
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Pursuant to Republic Act No. 8424, or the Tax Reform Act of 1997, generally subjects a domestic
corporation to a tax of 30% of its taxable income from all sources within and outside the Philippines
except, among others, (i) gross interest income from currency bank deposits and yield from deposit
substitutes, trust funds and similar arrangements as well as royalties from sources within the Philippines
which are generally taxed at the lower final withholding tax rate of 20% of the gross amount of such
income; (ii) interest income from a depository bank under the expanded foreign currency deposit system
which is subject to a final tax rate of 15% of such income; (iii) capital gains tax from sales of shares of
stock not traded in the stock exchange which are taxed at a rate of 15% on net capital gains; and (iv)
capital gains realized from the sale, exchange or disposition of lands and buildings, which is subject to
a final tax of 6% of the purchase price, zonal value, or fair market value, whichever is higher.
In connection with the foregoing, rental payments for the use or possession without title of real
properties used in business are subject to a creditable withholding tax of 5% of gross rental. Such
creditable withholding tax may be applied by the lessor to reduce its annual income taxes.
Corporations engaged in real estate and asset management shall be levied, assessed, and collected a
value-added tax (“VAT”) equivalent to 12% of gross receipts derived from the sale or exchange of
services, including the use or lease of properties.
However, lease of residential units with a monthly rental per unit not exceeding Fifteen Thousand Pesos
(₱15,000.00) shall be exempt from VAT. Where the monthly rental per unit exceeds Fifteen Thousand
Pesos (₱15,000.00), but the aggregate of such lessor’s gross annual sales receipts during the year do not
exceed Three Million Pesos (₱3,000,000.00), such gross sales and/or receipts shall be exempt from
VAT and instead be subject to 3% percentage tax. Similarly, Sale or lease of goods and services to
senior citizens and persons with disabilities, as provided under Republic Act Nos. 9994 (Expanded
Senior Citizens Act of 2010) and 10754 (An Act Expanding the Benefits and Privileges of Persons with
Disability), respectively, shall also be exempt from VAT.
In cases where a lessor has several residential units for lease, some are leased out for a monthly rental
per unit of not exceeding Fifteen Thousand Pesos (₱15,000.00) while others are leased out for more
than Fifteen Thousand Pesos (₱15,000.00) per unit, his or her tax liability will be as follows:
a. The gross receipts from rentals not exceeding Fifteen Thousand Pesos (₱15,000.00) per month
per unit shall be exempt from VAT regardless of the aggregate annual gross receipts. It is also
exempt from the 3% percentage tax.
b. The gross receipts from rentals exceeding Fifteen Thousand Pesos (₱15,000.00) per month per
unit shall be subject to VAT if the aggregate annual gross receipts from said units exceeds Three
Million Pesos (₱3,000,000.00). Otherwise, the gross receipts will be subject to the 3%
percentage tax.
The abovementioned rule shall also apply to mixed transactions.
Where the seller or transferor is habitually engaged in the real estate business, a creditable withholding
tax based on the gross selling price/total amount of consideration or the fair market value, whichever is
higher, paid to the seller or owner for the sale, transfer or exchange of real property, other than capital
asset, shall be imposed upon the withholding agent or buyer, in accordance with the following schedule:
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With a selling price of Five Hundred
Thousand Pesos (₱500,000.00) or less

1.5%

With selling price of more than Five Hundred 3.0%
Thousand Pesos (₱500,000.00) but no more
than Two Million Pesos (₱2,000,000.00)

With selling price of more than Two Million
Pesos (₱2,000,000.00)

5.0%

Foreign Investments
Republic Act No. 7042 (Foreign Investments Act of 1991)
Republic Act No. 7042, otherwise known as the Foreign Investments Act of 1991 (“FIA”), liberalized
the entry of foreign investment into the Philippines. As a general rule, there are no restrictions on extent
of foreign ownership of export enterprises. In domestic market enterprises, foreigners can invest as
much as one hundred percent (100%) equity except in areas included in the Foreign Investment
Negative List. The latest Foreign Investment Negative List (Eleventh) maintains the prohibition of
foreign equity for retail trade enterprises with paid-up capital of less than $2,500,000 under R.A. 8762.
For the purpose of complying with nationality laws, the term “Philippine National” is defined under the
FIA as any of the following:
1. a citizen of the Philippines;
2. a domestic partnership or association wholly owned by citizens of the Philippines;
3. a corporation organized under the laws of the Philippines of which at least 60% of the capital
stock outstanding and entitled to vote is owned and held by citizens of the Philippines;
4. a corporation organized abroad and registered to do business in the Philippines under the
Revised Corporation Code of the Philippines, of which 100% of the capital stock outstanding
and entitled to vote is wholly owned by Filipinos; or
5. a trustee of funds for pension or other employee retirement or separation benefits, where the
trustee is a Philippine National and at least 60% of the fund will accrue to the benefit of
Philippine Nationals.
For as long as the percentage of Filipino ownership of the capital stock of the corporation is at least
60% of the total shares outstanding and voting, the corporation shall be considered as a 100% Filipinoowned corporation. A corporation with more than 40% foreign equity may be allowed to lease private
land for a period of 25 years, renewable for another 25 years.
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Registration of Foreign Investments and Exchange Controls
Under current BSP regulations, an investment in Philippine securities (such as the Offer Shares) must
be registered with the BSP if the foreign exchange needed to service the repatriation of capital and/or
the remittance of dividends, profits and earnings derived from such shares is to be sourced from the
Philippine banking system. If the foreign exchange required to service capital repatriation or dividend
remittance will be sourced outside the Philippine banking system, registration with the BSP is not
required. BSP Circular No. 471 issued on January 24, 2005 subjects foreign exchange dealers and
money changers to RA No. 9160 (the Anti-Money Laundering Act of 2001, as amended) and requires
these non-bank sources of foreign exchange to require foreign exchange buyers to submit supporting
documents in connection with their application to purchase foreign exchange for purposes of capital
repatriation and remittance of dividends.
Registration of Philippine securities listed in the PSE may be done directly with a custodian bank duly
designated by the foreign investor. A custodian bank may be a universal or commercial bank or an
offshore banking unit registered with the BSP to act as such and appointed by the investor to register
the investment, hold shares for the investor, and represent the investor in all necessary actions in
connection with his investments in the Philippines. Applications for registration must be accompanied
by: (i) purchase invoice, subscription agreement and proof of listing on the PSE (either or both); (ii)
original certificate of inward remittance of foreign exchange and its conversion into Pesos through an
authorized agent bank in the prescribed format; and (iii) authority to disclose (“Authority to Disclose”)
in the prescribed format. The Authority to Disclose allows the custodian bank to disclose to the BSP
any information that may be required to comply with post-audit requirements for the registration of
peso-denominated investments.
Upon registration of the investment, proceeds of divestments, or dividends of registered investments
are repatriable or remittable immediately and in full through the Philippine banking system, net of
applicable tax, without need of BSP approval. Capital repatriation of investments in listed securities is
permitted upon presentation of the BSP registration document (“BSRD”) or BSRD Letter-Advice from
the registering custodian bank and the broker’s sales invoice, at the exchange rate prevailing at the time
of purchase of the foreign exchange from the banking system. Remittance of dividends is permitted
upon presentation of: (1) the BSRD or BSRD Letter-Advice; (2) the cash dividends notice from the PSE
and the Philippine Depository and Trust Corporation (formerly the Philippine Central Depository)
showing a printout of cash dividend payment or computation of interest earned; (3) the copy of the
corporate secretary’s sworn statement attesting to the board resolution covering the dividend declaration
and (4) the detailed computation of the amount applied for in the format prescribed by the BSP. For
direct foreign equity investments, the latest audited financial statements or interim financial statements
of the investee firm covering the dividend declaration period need to be presented in addition to the
documents enumerated above. Pending reinvestment or repatriation, divestment proceeds, as well as
dividends of registered investments, may be lodged temporarily in interest-bearing deposit accounts.
Interest earned thereon, net of taxes, may also be remitted in full. Remittance of divestment proceeds
or dividends of registered investments may be reinvested in the Philippines if the investments are
registered with the BSP or the investor’s custodian bank.
The foregoing is subject to the power of the BSP, with the approval of the President of the Philippines,
to suspend temporarily or restrict the availability of foreign exchange, require licensing of foreign
exchange transactions or require delivery of foreign exchange to the BSP or its designee during a foreign
exchange crisis, when an exchange crisis is imminent, or in times of national emergency. Furthermore,
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there can be no assurance that the foreign exchange regulations issued by the BSP will not be made
more restrictive in the future.
The registration with the BSP of all foreign investments in the Offer Shares shall be the responsibility
of the foreign investor.

Labor and Employment
Presidential Decree No. 442, as amended (Labor Code of the Philippines)
The Department of Labor and Employment (“DOLE”) is the Philippine government agency mandated
to formulate policies, implement programs and services, and serves as the policy-coordinating arm of
the Executive Branch in the field of labor and employment. The DOLE has exclusive authority in the
administration and enforcement of labor and employment laws such as the Labor Code and the
Occupational Safety and Health Standards, as amended, and such other laws as specifically assigned to
it or to the Secretary of the DOLE.
On 15 March 2017, Department Order No. 174 (2017) (“D.O. 174”) was issued by the DOLE providing
for the guidelines on contracting and subcontracting, as provided for under the Labor Code. It has
reiterated the policy that Labor-only Contracting is absolutely prohibited where: (1) (a) the contractor
or subcontractor does not have substantial capital, or does not have investments in the form of tools,
equipment, machineries, supervision, work premises, among others; and (b) the contractor’s or
subcontractor’s employees recruited and placed are performing activities which are directly related to
the main business operation of the principal; or (2) the contractor or subcontractor does not exercise the
right to control over the performance of the work of the employee. Subsequently, DOLE issued
Department Circular No. 1 (2017) clarifying that the prohibition under D.O. 174 does not apply to
business process outsourcing, knowledge process outsourcing, legal process outsourcing, IT
infrastructure outsourcing, application development, hardware and/or software support, medical
transcription, animation services, and back office operations or support.
Republic Act No. 11058 (Occupational Safety and Health Standards Law)

On August 17, 2018, Republic Act No. 11058, or the Occupational Safety and Health Standards Law,
was signed into law. It mandates employers, contractors or subcontractors and any person who manages,
controls or supervises the work, to furnish the workers a place of employment free from hazardous
conditions that are causing or are likely to cause death, illness or physical harm to the workers. It also
requires to give complete job safety instructions or orientation and to inform the workers of all hazards
associated with their work, health risks involved or to which they are exposed to, preventive measures
to eliminate or minimize the risks and steps to be taken in cases of emergency.
The willful failure or refusal of an employer, contractor or subcontractor to comply with the
Occupational Safety and Health Standards shall be administratively liable for a fine. Further, the
liability of the employer, project owner, general contractor, contractor or subcontractor, if any, and any
person who manages, controls, or supervises the work shall be solidarily liable.
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Republic Act No. 1161, as amended (Social Security Law)
An employer or any person who uses the services of another person in business, trade, industry or any
undertaking is required under Republic Act No. 8282 to ensure coverage of employees following
procedures set out by the law and the Social Security System (“SSS”). Under the said law, social
security coverage is compulsory for all employees under 60 years of age. An employer must deduct and
withhold from its compulsorily covered employees their monthly contributions based on a given
schedule, pay its share of contribution and remit these to the SSS within a period set by law and/or SSS
regulations.
Republic Act No. 9679 (Home Development Mutual Fund Law)
Under the Home Development Mutual Fund Law of 2009, all employees who are covered by the Social
Security Act of 1997 must also be registered with and covered by the Home Development Mutual Fund,
more commonly referred to as the Pag-IBIG Fund. It is a national savings program as well as a fund to
provide affordable shelter financing to Filipino employees. The employer is likewise mandated to
deduct and withhold, pay and remit to the Pag-IBIG Fund the respective contributions of the employees
under the prescribed schedule.
Republic Act No. 7875, as amended (National Health Insurance Act of 1995)
Under Republic Act No. 7875, Employers are likewise required to ensure enrollment of its employees
in a National Health Program administered by the Philippine Health Insurance Corporation a
government corporation attached to the Department of Health tasked with ensuring sustainable,
affordable and progressive social health insurance pursuant to the provisions of the National Health
Insurance Act of 1995, as amended by the Republic Act No. 11223, otherwise known as the Universal
Health Care Act. The registration, accurate and timely deductions and remittance of contributions to the
Philippine Health Insurance Corporation is mandatory as long as there is employer-employee
relationship.
Revised Corporation Code
Republic Act No. 11232, or the Revised Corporation Code, was signed into law on 20 February 2019
and became effective on March 8, 2019. Among the salient features of the Revised Corporation Code
are:
1. corporations are granted perpetual existence, unless the articles of incorporation provide
otherwise. Perpetual existence shall also benefit corporations whose certificates of
incorporation were issued before the effectivity of the Code, unless a corporation, upon a vote
of majority of the stockholders of the outstanding capital stock notifies the Philippine SEC that
it elects to retain its specific corporate term under its current Articles of Incorporation.
2. the Code allows the creation of a “One Person Corporation” (“OPC”), which is a corporation
composed of a single stockholder, provided that, only natural person, trust or an estate may
form such. No minimum authorized capital stock is also required for an OPC, unless provided
for under special laws.
3. material contracts between the Corporation and its own directors, trustees, officers, or their
spouses and relatives within the fourth civil degree of consanguinity or affinity must be
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approved by at least two-thirds (2/3) of the entire membership of the Board, with at least a
majority of the independent directors voting to approve the same.
4. the right of stockholders to vote in the election of directors or trustees, or in shareholders
meetings, may now be done through remote communication or in absentia if authorized by the
corporate by-laws. However, as to corporations vested with public interest, these votes are
deemed available, even if not expressly stated in the corporate by-laws. The shareholders who
participate through remote communication or in absentia are deemed present for purposes of
quorum. When attendance, participation and voting are allowed by remote communication or
in absentia, the notice of meetings to the stockholders must state the requirements and
procedures to be followed when a stockholder or member elects either option; and
5. in case of transfer of shares of listed companies, the Commission may require that these
corporations whose securities are traded in trading markets and which can reasonably
demonstrate their capability to do so, to issue their securities or shares of stock in uncertificated
or scripless form in accordance with the Rules of the Commission.
The Revised Corporation Code refers to the Philippine Competition Act in case of covered transactions
under said law involving the sale, lease, exchange, mortgage, pledge, or disposition of properties or
assets; increase or decrease in the capital stock, incurring creating or increasing bonded indebtedness;
or mergers or consolidations covered by the Philippine Competition Act thresholds.
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BOARD OF DIRECTORS AND SENIOR MANAGEMENT
Board of Directors
The overall management and supervision of the Company is undertaken by its Board of Directors. The
Board of Directors is empowered to direct, manage and supervise, under its collective responsibility,
the affairs of the Company. The articles of incorporation of the Company, as amended ( “Articles of
Incorporation”) currently provide for a Board of Directors of not more than seven (7) Directors, at least
four (4) of whom must be citizens of the Philippines, and at least two (2) of whom must be independent
directors. Directors are elected at the annual meeting of shareholders which is, in accordance with the
Company’s by-laws, as amended (“By-Laws”), held on the second Wednesday of July of every year.
The seven (7) candidates receiving the highest number of votes through cumulative voting shall be
declared elected. Each elected Director has a term of office of one (1) year and is eligible for re-election
the following year. Currently, the Board consists of seven (7) Directors.
The table below sets out the members of the Board of Directors:

Name

Date Elected
to the
Board

Position

Citizenship Age

Restituto T. Lopez ................... Chairman (Independent
Director)

9 January
2019*

Filipino

69

Edmundo G. Las ...................... President

22 June 2018

Filipino

67

Gerard Joseph B. Alava .......... Director

8 January
2019

Filipino

52

Filipino

38

Robert Ivan
Director
Olanday……………………

22 June 2018

John F. Catindig ...................... Director

22 June 2018

Filipino

48

Ignacio Salvador Gimenez, III. Director

9 January
2019

Filipino

39

Mark Anthony C. Migallos...... Independent Director

9 January
2019*

Filipino

66

* Subject to the confirmation by the SEC of their qualification as Independent Directors.
The following is a brief description of the business experience of each of the Directors:
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Mr. Restituto T. Lopez, Filipino, 69 years old, joined as one of the Company’s Independent Director in
January 2019. He earned from the University of the East his Bachelor of Science degree in Business
Administration and Accountancy in 1972. He then obtained a Master’s degree in Management from the
Asian Institute of Management in 1981 and completed the KPMG International Partner Program from
Wharton School, University of Pennsylvania in 1992. He is likewise a registered auditor under the
United Kingdom Act of 1985 and an accredited consultant of the Asian Development Bank. Practicing
as a Certified Public Account (“CPA”) for over 30 years, Restituto has extensive experience in auditing
and consultancy. Prior to joining the Company, he served as the President of Transnational Construction
Corporation which is involved in the construction business, management services, and in the leasing of
commercial spaces. He also served as an Independent Director of Draka Phils, Inc. from 2009 to 2012
and President and Director of KPMG Peat Marwich Management Consultants, Phils. From 1990 to
2000. He was a member of the board of trustee of the Metropolitan Club, Inc. from 1998 to 2013.
Currently, he is serving as the Chairman and Senior Partner of Lopez and Co., CPAs, Vice Chairman
and Partner of KPMG – Fernandez Santos & Lopez, President and Chairman of RTL Holdings, Inc.,
and Chairman of LFC Solutions.net, Inc. and Spencers Landholdings, Inc.
Mr. Edmundo G. Las, Filipino, 67 years old, is the President of the Company and has been a Director
of the Company since November 2017. Prior to joining the Company, he served as a Director and Chief
Executive Officer of Hotel Sogo, Inc. for 24 years and a director of Eurotel hotel chain. A previous
banker, he has accumulated 40 years experience in the hotel and lodging industry. He is presently the
President of Edsa I Real Estate Corporation, Las Tuazon and Sons Realty, Inc., Golden Quick Food,
Inc., Dormsuites, Inc., Manhattan Residences, Inc., Northwork Inn, Inc., and Hilton House, Inc. Mr.
Las is the head of the Company’s Business Development Division and has been very instrumental in
the Company’s expansion of its business, particularly in negotiating and managing the Company’s
acquisitions. He attended Notre Dame University Cotabato from 1969 to 1972 and Polytechnic
University of the Philippines from 1972 to 1974.
Mr. Gerard Joseph B. Alava, Filipino, 52 years old, joined the Company as its Director in January
2019. He has more than 25 years in corporate experience, mainly in the areas of Sales, Marketing and
General Management from various industry-leading multinationals and local companies such as Procter
& Gamble Philippines, Inc., Coca-Cola Bottlers Philippines, Inc. and Diageo Philippines, Inc. He was
the President and Managing Director of Goodyear Philippines, Inc. from 2006 to 2012 and was
responsible for successfully transitioning its business model while delivering its established business
goals at maximum returns. He has served as a consultant, executive mentor, and resource speaker in
various organizations since 2012. He is currently the managing director of KPPI and concurrently the
Group Planning Corporate Planning Officer of the GOLD Group, which owns a portfolio of businesses
from property development to hospitality businesses. He finished his Bachelor of Arts degree in
Sociology in 1990 and is completing his Masters in Business Administration in 2019, both from the
University of the Philippines.
Mr. Robert Ivan F. Olanday, Filipino, 38 years old, has been the Company’s Corporate Secretary since
2017. He is currently serving as the Corporate Secretary of Surprise Inc., Treasurer of We Serve 24 Hrs
Inc. and EuroCapital Land, Inc., and Vice President for Finance and Authorized Managing Officer of
New City Builders, Inc. He is also a director in LUC Foods, Inc. and Great Freshness Inc. He attended
Thames International School in 2002.
Mr. John F. Catindig, Filipino, 48 years old, has served as a Director of the Company since 2017 and
is also the Treasurer of the Company. He used to work as the Support Operation of Metropolitan Bank
and Trust Company from 1991 to 1994 and Account Support of Zuellig Group of Companies from 1994
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to 1996. At present, he is the General Manager of Drugcheck Philippines, Inc. and Associated
Person/Compliance Officer of IB Gimenez Securities, Inc. He received a Bachelor of Science degree in
Commerce from the University of Santo Tomas in 1991. He also completed trainings on Anti-Money
Laundering and Principle of Risk Management, The Net Capital and Risk board Capital Adequacy
Requirements conducted by the PSE in 2010 and SEC in 2006, respectively.
Ignacio Salvador Gimenez, III, Filipino, 39 years old, was elected director of the Company in 9 January
2019. He is currently the President of I.B. Gimenez Securities, Inc.; Managing Director of J. Rosario
Foods Corp. (a Jollibee franchisee); and Vice President for business development of China Philippines
United Enterprises, Inc. Mr. Gimenez has a master’s degree in strategic marketing from the University
of Greenwich. He obtained a Bachelor of Arts in International Business (with Mandarin Chinese) from
European Business School, London and Nanjing University, China. Mr. Gimenez is a member of JCI
Manila and The Tower Club since 2010 and 2012, respectively.
Mr. Mark Anthony C. Migallos, Filipino, 66 years old, joined as one of the Independent Directors of
the Company in January 2019. He previously worked for PruLife UK as the Vice President General
Agencies from 1998 to 2018. He also worked for Insular Life as the Senior Assistant Vice President for
Metro Manila Sales from 1983 to 1997. He obtained his Bachelor of Arts degree in English from the
University of the Philippines in 1976. In 2007, he obtained his Master’s degree in Business
Administration from the Ateneo de Manila University.
Executive Officers of the Company
The executive officers (“Executive Officers”) of the Company, subject to control and supervision of the
Board, collectively have direct charge of all business activities of the Company. They are responsible
for the implementation of the policies set by the Board of Directors.
The Executive Officers are appointed/elected by the Board of Directors at the organizational meeting
following the stockholders’ meeting, each to hold office for a period of one year.
The following is a list of the Company’s Executive Officers:
Position

Name

Age

Citizenship

Chairman ..................................................... Restituto T. Lopez*

69

Filipino

President ...................................................... Edmundo G. Las*

67

Filipino

Corporate Secretary..................................... Robert Ivan F. Olanday*

38

Filipino

Managing Director ……………………….. Gerard Joseph B. Alava*

52

Filipino

Treasurer………………………………….. John F. Catindig*

48

Filipino
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Position

Name

Chief Information Officer, Investor
Relations Officer, and Compliance
Servillano Jose Isidro
Officer………………………………….. Dunglao

Age

Citizenship

53

Filipino

Note:
* also members of the Board of Directors
The following is a brief description of the business experience of each of the Executive Officers:
Mr. Restituto T. Lopez. Please see above under “—Board of Directors.”
Mr. Edmundo G. Las. Please see above under “—Board of Directors.”
Mr. Robert Ivan F. Olanday. Please see above under “—Board of Directors.”
Mr. Gerard Joseph B. Alava. Please see above under “—Board of Directors.”
Mr. John F. Catindig. Please see above under “—Board of Directors.”
Servillano Jose Isidro Dunglao, Filipino, 53, was appointed as Chief Information Officer and
Compliance Officer of the Company on 30 January 2019. He also assumed the position of Investor
Relations Officer of the Company on 22 May 2019. He is also the Head, Group of Business Services
of the Global Officium Limited, Inc.; Head, Group of Business Services, of Global Comfort Group
Corporation; and Corporate Secretary of Keppel Center Condominium Corporation25. He is also in the
Board of Trustees of the Couples for Christ Foundation, Inc. Prior to joining the Company, he was in
private consulting and executive coaching as an Independent Consultant from 2016 to 2018; VicePresident for Administrative Services of Roxas Holdings, Inc. in 2017; Vice-President for
Administration of CBK Power Company Limited from May 2010 to April 2016; and Vice-President
for Operations of ASECASIA, Inc. from January 2008 to April 2010, among other positions he
occupied. Mr. Dunglao holds a master’s in business administration from the Ateneo Graduate School
of Business. He obtained a Bachelor of Science in Criminology from the Philippine College of
Criminology in 1990.
Organizational Structure
The following is the organizational structure of the management of the Company:

Change in corporate name from Keppel Center Condominium Corporation to Kepwealth Center Condominium
Corporation is currently pending.
25
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Board of
Directors

President

Managing
Director

Corporate
Secretary

Chief
Information
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Compliance
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Treasurer

Investor
Relations
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Principal Owners, Key Officer, and Significant Employee
The principal owners and directors of the Company will be subject to the lock-up requirement under
the PSE rules. As existing shareholders of the Company, the principal owners and directors are
restrained from selling, assigning, encumbering or in any manner disposing their shares for a period of
one (1) year after the listing of such shares. The principal owners intend to remain with the Company.
Any change in control of the Company will be subject to the tender offer rule under the Securities
Regulation Code.
Mr. Edmundo G. Las, the President of the Company, is the chief negotiator and chief business
development officer of the Company. Mr. Las, being a principal shareholder of the Company, has a
significant interest to remain with the registrant and not compete with the Company. Mr. Las reports to
the Board of Directors of the Company. He is also required to procure approval of the Board of Directors
(which include independent directors) approval and/or shareholders’ approval consistent with the
requirements of the Revised Corporation Code of the Philippines. The Company also has in place a
Related Party Transaction Committee and an Audit Committee to oversee certain decisions and
functions of Mr. Las as President.
Aside from Mr. Las, there are no other officers or employees which the Company expects to
individually make a significant contribution to the business.
Family Relationship among Directors and Officers
Mr. Robert Ivan F. Olanday, the Corporate Secretary and a Director of the Company, is the son of Mr.
Roberto B. Olanday, the beneficial owner of the shares held by We Serve 24 Hours, Inc. and Euro
Capital Pte. Ltd.
Mr. Ignacio Salvador Gimenez, III, a Director of the Company, is the son of Mr. Ignacio B. Gimenez,
the beneficial owner of the shares held by Crown Castle Holdings.Com, Inc.
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Other than the ones disclosed, there are no other family relationships known to the Company.
Compensation of Directors and Executive Officers
Information as to the aggregate compensation for the years ended 31 December 2016, 2017 and 2018
paid to the Company’s Chief Executive Officer and four other most highly compensated executive
officers and all other officers and directors as a group are as follows:
Chief Executive Officer and four other most highly compensated executive officers:
Executive
Compensation

Bonuses

Total

2,349,750.00

N.A.

2,349,750.00

2018................................................................

N.A.

N.A.

N.A.

2017................................................................

N.A.

N.A.

N.A.

2016................................................................

N.A.

N.A.

N.A.

In Million Pesos
2019 (Projected)26

26

Period covered is from 31 March 2019 to 31 December 2019.
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All officers as a group unnamed:
Executive
Compensation

Bonuses

Total

2,349,750.00

N.A.

2,349,750.00

2018 ............................................................

N.A.

N.A.

N.A.

2017 ............................................................

N.A.

N.A.

N.A.

2016 ............................................................

N.A.

N.A.

N.A.

2019 (Projected)27

In 2018, no compensation was paid to officers because the Company did not have any organic
management and employee complement. Instead, the day-to-day operations and office support of the
Company were outsourced to Euro Capital Land, Inc. For 2016 and 2017, the Company likewise did
not pay compensation because at the time, the Company was still owned by the Keppel group of
Singapore and that the operations of the Company were outsourced to the Keppel Group’s head office.
While back-office functions (accounting, HR, IT and similar functions) are outsourced to Global O, the
core business operations of KPPI (leasing and asset management) are handled by its senior officers and
employees. Hence, the compensation to be paid to officers cover their respective salaries from KPPI for
performing these functions.
Mr. Las does not receive commissions and fees from his business development efforts. We note that
while this may be the case, Mr. Las’ being a principal shareholder of the Company benefits from the
increase/improvement in shareholder value brought about by his efforts as President of the Company.
Compensation of Directors
Standard Agreement
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. On 9 January 2019, the
Board approved that each Director shall receive twenty-five thousand (₱25,000.00) as per diem for each
meeting of the Board of Directors and fifteen thousand (₱15,000.00) as per diem for each meeting of
the Board committees.
Except for the foregoing standard arrangement, the directors do not receive any other fees, bonuses and
allowances from the Company. Aside from the said amounts, the directors have no other compensation
plan or arrangement with the Company.

27

Period covered is from 31 March 2019 to 31 December 2019.
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The executive officers receive salaries, bonuses and other usual benefits that are included in the amounts
stated above.
Involvement of the Company, the Directors and Executive Officers in Certain Legal Proceedings
The Company has no pending lawsuits in connection with the ordinary course of its business. Neither
has the Company been subject to any order, judgment or decree, or violated any securities or
commodities law, nor has been involved in any litigation or arbitration proceedings that may have, or
have had, a material adverse effect on its financial condition, nor, so far as it is aware, is any such
proceeding pending or threatened.
To the best knowledge and/or information of the Company, the current Directors and the Executive
Officers are not, presently or during the last five (5) years, involved or have been involved in any
material legal proceeding adversely affecting or involving themselves and/or their property before any
court of law or administrative body in the Philippines or elsewhere.
Board Committees
Specific responsibilities of the Board are delegated to its sub-committees: the Audit Committee, the
Corporate Governance Committee, and the Related Party Transaction Committee. A brief description
of the functions and responsibilities of the key committees are set out below:
Audit Committee
The Committee assists and advises the Board of Directors of the Company in fulfilling its oversight
responsibilities to ensure the quality and integrity of the Company’s accounting, financial reporting,
auditing practices, risk management and internal control systems and adherence to over-all corporate
governance best practice. The Committee also oversees the Company’s process for monitoring
compliance with laws, regulations, the code of ethics, and performs other duties as the Board may
require.
The Audit Committee monitors and evaluates the adequacy and effectiveness of the Company’s internal
control system. It provides oversight for the overall management of operating risks, financial reporting
and control, the quality of compliance with the CG Manual, service performance of the internal audit
and the external auditors, reviews conducted by BSP and other regulatory auditors, and the audit
committees of the Company’s subsidiaries. The committee shall consist of at least three (3) members
of the Board, majority of whom should be independent directors. The committee shall be chaired by an
independent director. The committee is chaired by Restituto T. Lopez and its other members are Mark
Anthony C. Migallos and Robert Ivan F. Olanday.
Corporate Governance Committee
The Corporate Governance Committee is tasked to ensure the Board’s effectiveness and due observance
of sound corporate governance principles and policies. Prudent and effective corporate governance
practices constitute the foundation of the Company’s strength and long-term existence to enhance and
maximize long-term shareholder’s value.
The Corporate Governance Committee assists the Board of Directors in fulfilling the Company’s
corporate governance responsibilities and helps ensure that the Company observes sound corporate
governance principles and guidelines. The Committee shall consist of at least three (3) members of the
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Board, two (2) of whom should be independent directors. The committee shall be chaired by an
independent director. The committee is chaired by Restituto T. Lopez and its other members are Mark
Anthony C. Migallos and Robert Ivan F. Olanday.
Related Party Transaction Committee
The Related Party Transaction Committee is tasked with reviewing all material related party
transactions of the Company. The Related Party Transaction Committee is charged with ensuring that
the Company’s dealings with the public and various stakeholders are imbued with the highest standards
of integrity. It independently reviews, vets, and endorses significant and material related party
transactions above the transactions qualifying under directors, officers, shareholders, and related
interest restrictions in order to ensure that these transactions are dealt on terms no less favorable to the
Company than those generally available to an unaffiliated third party under the same or similar
circumstances. The Committee shall consist of at least three (3) non-executive members of the Board,
two (2) of whom should be independent directors. The Committee shall be chaired by an independent
director. The Chairman and members of the Committee shall be appointed by the Board. The committee
is chaired by Mark Anthony C. Migallos and its other members are Restituto T. Lopez and John F.
Catindig.
Compliance with Corporate Governance Practices
The Company believes that compliance with the principles of good corporate governance begins with
the Board of Directors. It is the Board of Director’s duty and responsibility to foster the long-term
success of the Company and secure its sustained competitiveness in a manner consistent with its
fiduciary responsibilities, which must be exercised in the best interests of the Company, and in proper
cases, its shareholders.
The Company is led by a Board which is the highest authority in matters of governance and in managing
the business of the Company. The Board establishes the vision, strategic objectives, key policies, and
procedures for the management of the Company, as well as the mechanism for monitoring and
evaluating management’s performance. The Company also ensures the presence and adequacy of
internal control mechanisms for good governance.
The Board is composed of seven (7) Directors, two (2) of whom are independent directors. The roles of
the Chairman and the President & CEO are separate and clearly defined while the independent directors
are a strong source of independent advice and judgment. They bring considerable knowledge and
experience to the Board’s deliberations.
The Board of Directors meets regularly to ensure a high standard of business practice for the Company
and its stakeholders and to ensure soundness, effectiveness, and adequacy of the Company’s internal
control environment. As part of corporate measures to ensure compliance with the principles and
policies embodied in the CG Manual, the Board of Directors designated Mr. Servillano Jose Isidro
Dunglao as the Company’s compliance officer. Mr. Dunglao is responsible for, among other matters,
determining and measuring compliance with the CG Manual, appearing before the SEC upon summons
on matters relating to the CG Manual, identifying, monitoring, and controlling compliance with
corporate governance matters and recommending to the Board of Directors the review of the CG
Manual. Mr. Dumlao will work closely with the Board of Directors through the Corporate Governance
Committee and the Company’s management to evaluate and monitor compliance with the CG Manual.
Specifically, Mr. Dumlao is responsible for ensuring that the Company’s compliance systems are up to
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date and in line with regulatory requirements and recommends the adoption of measures to improve
such compliance. Likewise, the various Board of Directors’ committees perform oversight duties and
functions to ensure proper compliance with the CG Manual and other corporate policies. The Company
also submits governance reports required by the SEC and the PSE to determine compliance with their
rules and regulations and the CG Manual.
As part of the Company’s compliance with its CG Manual, a succession plan for the senior management
officers of the Company is in place to ensure continuity and stability in the management of the
Company.
Investor Relations Program
The Company’s Investor Relations Program is monitored and led by its Investor Relations Officer, Mr.
Servillano Jose Isidro Dunglao, who has the responsibility of ensuring accurate and timely
communication of information, including access to official announcements, disclosures and market
sensitive information, relating to the Company.
As a listed company in the SME Board of the PSE, the Company will comply with the reportorial
requirements of the PSE and SEC to provide the investing public an accurate assessment of the
Company’s financial performance and forecasts. Consistent with disclosure requirements for a listed
company, KPPI will timely disclose its financial results through the filing of the Quarterly Report (SEC
Form 17-Q) and year-end financial statements (SEC Form 17-A), which will comply with financial
reporting disclosures requirements of the PSE and SEC.
The Company will also ensure its compliance with applicable law, rules, and regulations prescribed by
the SEC and the PSE. Any market-sensitive information shall be immediately disclosed to the SEC and
PSE and then released through various modes of communication (i.e. press release and company
website).
The company website shall be regularly reviewed and maintained. The Company aims that the company
website will be an effective channel for the Company’s directors and officers to communicate with its
shareholders and other stakeholders. The website shall also contain information on the Company
including: (a) company information including organizational structure, board of directors, and
management team; (b) company news including analyst briefing report, press releases, and latest news;
(c) financial report including annual and quarterly reports; (d) disclosures made to the SEC and PSE;
(e) Investor FAQs; (f) Investor relations officer contact details; and (g) stock information.

127

PRINCIPAL SHAREHOLDERS
As of 31 March 2019, the Company has 11 shareholders of its common shares of stock. The following
table sets out the common shareholders of the Company as of 31 March 2019.
As of 31 March 2019
(actual)

No.

Number of Common
Shares

Name of Shareholder

Percentage of
Holdings

1

Crown Castle Holdings.Com, Inc. ...............

75,590,090

56.4%

2

We Serve 24 Hours, Inc. ..............................

34,310,390

25.6%

3

Euro Capital Pte. Ltd. ..................................

16,082,980

12%

4

Las Tuazon and Sons Realty, Inc.................

8,041,490

6%

5

John F. Catindig ...........................................

10

0%

6

Ignacio Salvador Gimenez, III .....................

10

0%

7

Edmundo G. Las ..........................................

10

0%

8

Gerard Joseph B. Alava ...............................

10

0%

9

Robert Ivan B. Olanday ...............................

10

0%

10. Restituto T. Lopez ………………………...

1

0%

11. Mark Anthony C. Migallos ……………...

1

0%

Total ............................................................

134,025,002

100%

As of 31 March 2019, the Company has four (4) shareholders of its preferred shares of stock. The
following table sets out the preferred shareholders of the Company as of 31 March 2019.
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As of 31 March 2019
(actual)

No.

Number of
Preferred Shares

Name of Shareholder

Percentage of
Holdings

1

Crown Castle Holdings.Com, Inc......................

143,820,000

56.4%

2

We Serve 24 Hours, Inc. ....................................

65,280,000

25.6%

3

Euro Capital Pte. Ltd. ........................................

30,600,000

12%

4

Las Tuazon and Sons Realty, Inc. .....................

15,300,000

6%

Total ..................................................................

255,000,000

100%
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
Security Ownership of Certain Record and Beneficial Owners
As of 30 April 2019, the following are the owners of the Issuer’s common stock in excess of 5% of total
outstanding shares:
Name and
Address of Record
Title of
Owner
Class
and Relationship
with Issuer
Common Crown Castle
Shares
Holdings.Com,
Inc.
3rd Floor, New
Rosario Ortigas
Arcade,
Rosario, Pasig City
Principal
Shareholder
Common We Serve 24
Shares
Hours, Inc
501 Topaz
Building, 101
Kamias Road,
Quezon City
Principal
Shareholder
Common Euro Capital Pte.
Shares
Ltd
238 Orchard
Boulevard,
#19-07, The
Orchard
Residences,
Singapore
Principal
Shareholder
Common Las Tuazon and
Shares
Sons Realty, Inc.
983 Kasipagan St.,
Brgy. 32, Zone 2,
Tondo, Manila
Principal
Shareholder

Name of
Beneficial Owner
and Relationship Citizenship
with Record
Owner
Ignacio
B.
Filipino
Gimenez. Crown
Castle
Holdings.Com is a
holding company
wholly owned by
the family of Mr.
Gimenez.
Roberto
B.
Olanday.
We
Serve 24 Hours,
Inc. is a holding
company wholly
owned by the
family of Mr.
Roberto
B.
Olanday.
Roberto
B.
Olanday.
Euro
Capital, Pte. Ltd.,
is
a
holding
company wholly
owned by the
family of Mr.
Roberto
B.
Olanday.
Edmundo G. Las.
Las Tuazon and
Sons Realty, Inc. is
a holding company
wholly owned by
the family of Mr.
Edmundo G. Las.

Number of
Shares held

Percentage
of
Ownership

75,590,090

56.40%

Filipino

34,310,390

25.60%

Singapore

16,082,980

12.00%

Filipino

8,041,490

6.00%

As of 30 April 2019, the following are the owners of the Issuer’s preferred stock in excess of 5% of
total outstanding shares:
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Name and
Address of
Title of
Record Owner
Class
and Relationship
with Issuer
Preferred Crown Castle
Shares
Holdings.Com,
Inc.
3rd Floor, New
Rosario Ortigas
Arcade,
Rosario, Pasig City
Principal
Shareholder
Preferred We Serve 24
Shares
Hours, Inc
501 Topaz
Building, 101
Kamias Road,
Quezon City
Principal
Shareholder
Preferred Euro Capital Pte.
Shares
Ltd
238 Orchard
Boulevard,
#19-07, The
Orchard
Residences,
Singapore
Principal
Shareholder
Preferred Las Tuazon and
Shares
Sons Realty, Inc.
983 Kasipagan St.,
Brgy. 32, Zone 2,
Tondo, Manila
Principal
Shareholder

Name of
Beneficial Owner
and Relationship Citizenship
with Record
Owner
Ignacio
B.
Filipino
Gimenez. Crown
Castle
Holdings.Com is a
holding company
wholly owned by
the family of Mr.
Gimenez.
Roberto
B.
Olanday.
We
Serve 24 Hours,
Inc. is a holding
company wholly
owned by the
family of Mr.
Roberto
B.
Olanday.
Roberto
B.
Olanday.
Euro
Capital, Pte. Ltd.,
is
a
holding
company wholly
owned by the
family of Mr.
Roberto
B.
Olanday.
Edmungo G. Las.
Las Tuazon and
Sons Realty, Inc.
is
a
holding
company wholly
owned by the
family of Mr.
Edmundo G. Las.
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Number of
Shares held

Percentage
of
Ownership

143,820,000

56.40%

Filipino

65,280,000

25.60%

Singapore

30,600,000

12.00%

Filipino

15,300,000

6.00%

Security Ownership of Management
As of 30 April 2019, the following are the shareholdings of the Officers of the Company:

Title of Class

Name of Record
Owner

Position

Citizenship

Amount
and Nature
of
Beneficial
Ownership

Percentage
of
Ownership

Common Shares

Restituto T.
Lopez

Chairman
(Independent
Director)

Filipino

1 – Direct

0%

Common Shares

Edmundo G. Las

President

Filipino

10 – Direct

0%

Gerard Joseph B.
Alava
Robert Ivan B.
Olanday
Ignacio Salvador
Gimenez, III

Director
and
Managing Director
Director
and
Corporate Secretary

Filipino

10 – Direct

0%

Filipino

10 – Direct

0%

Filipino

10 – Direct

0%

Filipino

10 – Direct

0%

Director

Filipino

10 – Direct

0%

Chief Information
Officer,Compliance
Officer, and Investor
Relations Officer

Filipino

0

-

Common Shares
Common Shares
Common Shares
Common Shares

John F. Catindig

Common Shares

Mark Anthony C.
Migallos

Common Shares

Servillano Jose
Isidro Dunglao

Director
Director
Treasurer

and
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MATERIAL CONTRACTS AND AGREEMENTS
The Company has entered into the following contracts which may be considered material.
Lease Contracts
The Company currently owns 77 units with 98 leasable spaces and one hundred sixty (160) parking
slots in the Kepwealth Center for rent. As of 31 March 2019, the Company enjoys a 90% occupancy
rate.
The average terms of the Company’s lease contracts is at two (2) years, with the shortest term at one
(1) year and the longest term at six (6) years, subject to renewal upon mutual consent by the parties.
Lessees may pre-terminate the lease contracts by informing the Company in advance and paying the
pre-termination fees equivalent to the forfeiture of the security deposit and advance rental payments.
The lease contracts may not be assigned or subleased without the prior written consent of the Company.
Under the lease contracts, the condominium dues/association fees are paid separately on the account of
the lessees. In the event of default by lessees of rental payments due, interests shall be imposed at rates
ranging from three percent (3%) to 10% per year. The rental payments due shall also be subject to
annual incremental increases.
Asset Management Agreement
The Company currently manages 555 units in the following buildings located across Metro Manila:
Oxford Suites (60 units), Medical Plaza Ortigas (79 units), Burgundy Corporate Tower (91 units),
Burgundy West Bay Tower (59 units), Atrium Mall (43 units), Luxe Madrigal (96 units), Icon
Macapagal (98 units), and Vivaldi Residences – Cubao Commercial Space (29 units). For further
discussion of these buildings, please refer to page 86 on the “Business” section of this Prospectus. The
Asset Management Agreements concerning the foregoing properties were entered into with various
related parties of the Company. For further discussion, please refer to section on “Related Party
Transactions” on page 137 of this Prospectus.
The asset management agreements entered into by KPPI have a standard term of five (5) years, mostly,
commencing in March 2019 until February 2024. The agreement is subject to automatic renewal unless
notice is given of the intention not to renew the agreement at least 90 days prior to the expiration of the
term.
Under the asset management agreements, KPPI will provide the following services to the unit owners:
1. Marketing
a.

Handle the marketing of the lease and sale of units with pro-active and strategic
marketing efforts to ensure high occupancy rates.

b.

Screen prospective tenants in relation to the overall marketing plan and
branding of the property and the client.

c.

Maintain and update a list of prospective tenants.

2. Tenant Services
a.

Assist in negotiations with tenants and in the documentation of lease contracts
executed in the ordinary course of the client’s business.
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b.

Coordinate and oversee the move-in and move-out of tenants from the
property.

c.

Coordinate with the tenants/customers and third-party contractors for the fitout/ renovation of leased units.

d.

Monitor performance and compliance with the terms and conditions of the
lease agreements between the client and its tenants/customers.

e.

Advise on the collection of all rental payments from the tenants/customers of
the client and make recommendations on actions and measures that may be
approved and sanction by the client to collect delayed payments or arrears from
tenants/customers of the client.

f.

Monitor and advise on renewal of lease agreements between the client and its
tenants/customers.

g.

Maintain, development, and foster good business and working relationships
between the tenants/customers and the client.

h.

Liaise between the tenants/customers and the client in addressing
complaints/issues in relation to the Property and the implementation of the
lease contracts.

i.

Monitor and oversee the repair and preventive maintenance of the Property.

Asset Management Contract
On 14 November 2018, the Company entered into an Asset Management Contract with Euro Capital
Land, Inc. (“Euro Capital”) to act as the sole agent and representative with respect to 77 condominium
units and 160 parking slots owned and controlled by the Company in Kepwealth Center. The agreement
is effective for an initial period of one (1) year from 14 November 2017 to 13 November 2018 and was
extended up to 28 February 2019. Effective 1 March 2019, the asset management business was taken
over by the Company from Euro Capital.
Under the previous contract, Euro Capital shall provide financial, practical, and professional services
to the Company. These include key services such as rental and deposit collection, issuance of billings,
unit management and repairs, preventive maintenance and inspection, and other administrative
functions. In return, Euro Capital shall receive a Management Fee of Fifty Thousand Pesos (₱50,000.00)
a month exclusive of VAT, Broker’s Fee for sales of units from 3.0% to 3.5%, Broker’s Fee for leases
of units equivalent to one (1) month’s rent for every year of the lease, and other extra charges for
expenses in connection with the management of the unit to be reimbursed by the Company.
Management Service Agreement
On 1 June 2008, the Company formalized its Management Service Agreement with KCCC. Under the
agreement, KCCC recognized that it has paid the Company a Management Fee of twenty-five thousand
(₱25,000.00) per month since December 2005 and shall continue to do so until termination of the
agreement by the parties. There is no specific provision on the period of effectivity and termination of
the agreement.
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This monthly Management Fee shall cover regular consultancy services rendered by the Company in
favor of KCCC for operations, financial, and administrative matters. The monthly Management Fee
shall also be subject to increase depending on the extent and volume of services required.
Insurance
On 30 April 2018, KCCC procured an Insurance Policy with Standard Insurance Co., Inc. covering
Kepwealth Center effective until 22 April 2019. The total sum insured is one billion thirty-five million
one hundred fifty-six thousand four hundred (₱1,035,156,400.00). The insurance policy covers the
entire building (excluding the contents of the units) and its elevators, air conditioning system, firefighting, water distribution, and water treatment systems, and KVA gensets. The insurance coverage
includes Fire, Lightning, and All Other Perils including earthquake, typhoon, flood, windstorm, hail,
extended coverage (smoke, explosion, vehicle impact, and falling aircraft), riot, strikes, and malicious
damage, sprinkler leakage, broad water damage, bursting and/or overflowing of water tanks, apparatus,
and pipes, collapse due to insured perils, spontaneous combustion, tidal wave or tsunami, volcanic
eruption, hurricane, and tornado.
The extension of coverage also includes Comprehensive General Liability insurance, money insurance,
fidelity insurance, group personal accident insurance, plate glass/signages insurance, and machinery
breakdown. The amount collectible for different risks covered are subject to specific limitations and
deductibles provided under the insurance policy. Excluded from the Insurance Policy are terrorism and
sabotage, war, documentary stamp tax payment warranty, electronic data exclusion clause, and total
asbestos exclusion clause.
Contract for Brokerage Services
On 14 March 2018, the Company entered into a contract entitled Exclusive Broker Marketing
Agreement and Corporate Real Estate Agency with Santos Knight Frank, Inc. (“SKF”) effective from
1 April 2018 until 31 March 2019. The contract has been renewed for another year or until 31 March
2020. The Company engaged SKF as the exclusive marketing agent for leasing the Company’s 77 units
and 160 parking slots at Kepwealth Center. Under the Agreement, SKF is not allowed to assign its rights
as the exclusive broker to any party but was guaranteed non-diminution of its Commission Fees.
However, it was agreed that SKC shall not be entitled to Commission Fees on Lease Contracts with
entities affiliated with the Company.
SKF is a real estate services company which may provide services to prospective tenants. These services
include project management, construction management, property management, facilities management,
and technical and engineering services.
The Commission Fees payable to SKF varies depending on the duration of the lease term. For new
leases, the Commission Fee is equivalent to 1, 2, or 3 months Gross Rent per year if the lease term is 13 years, 4-7 years, or 8 years and above respectively. For Lease Contract renewals, the Commission Fee
is equivalent to 0.5, 1, or 1.5 months Gross Rent per year if the lease term is 1-3 years, 4-7 years, or 8
years and above respectively.
Group Business Services
On 1 March 2019, the Company entered into a business process outsourcing agreement with Global O.
Under the agreement, KPPI has outsourced the following finance and accounting business processes:
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treasury services, bookkeeping services, management accounting reports and services, financial account
reports and services, accounts payable function, accounts receivable function, and tax compliance
services. Under the agreement, KPPI shall pay a monthly service fee of ₱251,521.98 for the services it
outsources to Global O.
Global O is a group business services provider of companies under the GOLD Group. Global O is driven
by key business principles. It shall also serve as the vanguard of internal control for KPPI. As such,
Global O seeks to ensure compliance to statutory requirements, consolidation of information,
reengineering and standardization of processes while leveraging on technology. The group business
services arm will allow KPPI to take advantage of economies of scale and process standards while at
the same time being customer focused and business intelligent.
Share-Purchase Agreements
On 27 October 2017, the Sellers entered into a Share-Purchase Agreement with Euro Capital Land, Inc.
Under the Share-Purchase Agreement, the Sellers were recognized as the true, legal, registered and/or
beneficial owners of a total of 34,002,500 shares, comprising 8,502,000 common shares, which includes
Nominee Shares, and 25,500,000 preferred shares with a par value of Ten Pesos (₱10.00) per share in
the Company. The shares of the Sellers represent 100% of the issued and outstanding stock of the
Company as of the date thereof. Pursuant to the terms of the Share Purchase Agreement, the Sellers
assigned and transferred all of their rights, titles, and interests in the Company to the following
companies designated by Euro Capital: Crown Castle Holdings.Com, Inc.; We Serve 24 Hours, Inc.;
Euro Capital Pte. Ltd.; and Las Tuazon and Sons Realty, Inc. The latter agreed to the total aggregate
purchase price of ₱793,642,150.00 for the transfer of shares from the Sellers to the four (4) companies.
The purchase price for the total issued and outstanding shares of stock of KPPI was based on a
commercial agreement between the parties taking into account various factors including but not limited
to the value of the property and the revenues of the Company.
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RELATED PARTY TRANSACTIONS
In the ordinary course of business, the Company has loan transactions with certain directors, officers,
stockholders and related interests. Under the Company’s policies, these loans are made substantially on
the same terms as loans to other individuals and businesses of comparable risk.
For further information on the Company’s related party transactions, including detailed breakdowns of
amounts receivable from related parties and the income and expenses relating to related party
transactions, see Note 12 to the Company’s audited financial statements as of and for the years ended
31 December 2016 and 2017, Note 15 of the Company’s audited financial statements as of and for the
years ended 31 December 2018 and Note 13 of the Company’s audited financial statements as of and
for the three months ended 31 March 2019.
Certain Relationships and Related Transactions
Advances
Euro Capital Land, Inc. (ECLI)
In 2017, the Company obtained two non-interest-bearing cash advances for the acquisition of
investment properties; one amounted to P
=47.9 million, while the other amounted to P
=15.0 million. These
two cash advances were subsequently settled by the Company in 2018.
Euro Towers International, Inc. (ETII)
The Company previously made a non-interest-bearing cash advance to ETII amounting to P
=90.0
million. ETII subsequently paid these advances in 2018.
Stockholders
The Company received non-interest-bearing advances from stockholders amounting to P
=0.9 million.
This cash advance remains outstanding in the books of the corporation as of 31 December 2018.
Officers
The Company previously made cash advances to certain corporate officers amounting to P
=7.5 million.
These were subsequently settled in 2018.
Management Service and Lease Agreements
ECLI
The Company has entered into an asset management, legal, and finance services agreement with ECLI
for a fixed monthly fee which continues to be valid and subsisting as of this writing. Expenses arising
from this agreement, on the part of the Company, amounted to P
=0.2 million and P
=1.4 million in 2017
and 2018, respectively.
Keppel Philippines Holdings, Inc. (KPHI)
The Company engaged the consultancy, financial reporting, personnel and administration services of
KPHI, a related party, until October 2017, pursuant to a service agreement. The Company paid KPHI
fixed monthly fees. Management expenses arising from executing this agreement and providing the
services agreed upon amounted to P
=0.8 million and P
=1.2 million in 2016 and 2017, respectively.
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Keppel Center Condominium Corporation (KCCC)
The Company entered into an operational, financial, and administration services agreement with KCCC,
a related party, until October 2017, for a fixed monthly fee. Management income arising from this
agreement amounted to P
=300,000 in 2016, 2017, and 2018.
KPSI Property, Inc. (KPI)
The Company entered into a lease agreement with KPI, a related party, until October 2017, for the
Company’s office space. Rent expenses arising from this lease agreement amounted to P
=0.3 million in
2016 and 2017.
Terms and Conditions of Transactions with Related Parties
As to the advances made to related parties ECLI, ETII and certain stockholders all cash advances made
were non-interest-bearing, unsecured, and were either payable on demand or settled within one year.
Asset Management
The Company entered into asset management agreements with various related parties for the
management of certain commercial units located across Metro Manila. The following table outlines
these agreements:
Building

Owner

No. of Units

Melbury
Property
Holdings,
Inc.
Ortigia
Property
Holdings,
Inc.
Gallipoli
Real Estate,
Inc.

60

2,389

79

5,260

91

6,405

Burgundy West Bay
Tower

Gallipoli
Two Real
Estate, Inc.

59

3,797

Atrium Mall

Manhattan
Residences,
Inc.

43

12,934

Luxe Madrigal

Rosemead
Inn, Inc.

96

10,793

Oxford Suites

Medical Plaza
Ortigas

Burgundy Corporate
Tower
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Total Area
(sq.m.)

Monthly
Service Fee
(Php)
59,724.50
with 5%
annual
escalation
131,504.50
with 5%
annual
escalation
160,119.00
with 5%
annual
escalation
94,920.50
with 5%
annual
escalation
323,349.00
with 5%
annual
escalation
269,825.00
with 5%
annual
escalation

Building

Owner

No. of Units

Total Area
(sq.m.)

Icon Macapagal

Lakewood
Inn, Inc.

98

10,229

Vivaldi Residences Cubao Commercial
Space

Eurotowers
International,
Inc.

29

517

Monthly
Service Fee
(Php)
255,725.00
with 5%
annual
escalation
12,929.25
with 5%
annual
escalation

Related Party Transaction Policy
The Company enters into transactions with affiliates and other related parties on an arm’s length basis.
Aligned with this thrust, the Company, in dealing with affiliates and other related parties, ensures aboveboard transactions and fairness and equity among all parties.
The Company exerts efforts to obtain the most beneficial terms and conditions for the Company, taking
into consideration various factors including pricing and quality.
For this purpose, the Company determines the prevailing and applicable price in the market. In the
process, it also gathers quotes and/or proposals from other parties engaged in similar or the same
undertaking. Based on these, a comparable summary is presented to ascertain a fair price for the
applicable related party transaction.
Moving forward, the Related Party Transaction Committee shall review all related party transactions of
the Company.
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DESCRIPTION OF THE COMMON SHARES
The following is general information relating to the Company’s capital stock but does not purport to be
complete or to give full effect to the provisions of law and is in all respects qualified by reference to the
applicable provisions of the Company’s Articles of Incorporation and By-Laws.
The Offer Shares shall be offered at a price of ₱5.74 per Offer Share (the “Offer Price”). The
determination of the Offer Price is further discussed on page 68 of this Prospectus. A total of
201,057,609 Common Shares will be outstanding after the Offer and the Offer Shares will comprise up
to 33.34% of the outstanding Common Shares after the Offer.
Share Capital Information
As of the date of this prospectus, the Company has an authorized capital stock of ₱620,000,000.00
divided into: (i) 365,000,000 Common Shares with a par value of One Peso (₱1.00) per share and (ii)
255,000,000 Preferred Shares with a par value of One Peso (₱1.00) per share. As of the date of this
Prospectus, the Company had 134,025,002 Common Shares outstanding and 255,000,000 Preferred
Shares outstanding. The Company has no Common Shares held in treasury.
The Common Shares to be issued in connection with the Offer will be issued out of the unissued
authorized capital stock of the Company.
Rights Relating to Shares
Voting Rights of Common Shares
Each Common Share entitles the holder to one vote.
At each meeting of the shareholders, every stockholder entitled to vote on a particular question or matter
involved shall be entitled to one vote for each share of stock standing in his name in the books of the
Company at the time of the closing of the transfer books for such meeting.
In accordance with Section 24 of the Revised Corporation Code, at each election of directors, every
stockholder entitled to vote at such election shall have the right to vote, in person or by proxy, the
number of shares owned by him as of the relevant record date for as many persons as there are directors
to be elected and for whose election he has a right to vote, or to cumulate his votes by giving one
candidate the number of votes equal to the number of directors to be elected multiplied by the number
his shares shall equal or by distributing such votes on the same principle among any number of
candidates as the stockholder shall see fit.
Dividend Rights of Common Shares
The Company is allowed to declare dividends out of its unrestricted retained earnings at such times and
in such percentages based on the recommendation of the Board of Directors. Such recommendation will
take into consideration factors such as debt service requirements, the implementation of business plans,
operating expenses, budgets, funding for new investments, appropriate reserves and working capital,
among other things.
The Company’s Board of Directors is authorized to declare dividends. A cash dividend declaration does
not require any further approval from the shareholders. A stock dividend declaration requires the further
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approval of shareholders holding or representing not less than two-thirds of the Company’s outstanding
capital stock. The Revised Corporation Code defines the term “outstanding capital stock” to mean the
“total shares of stock issued to subscribers or stockholders, whether or not fully or partially paid (as
long as there is a binding subscription agreement), except treasury shares.” Such shareholders’ approval
may be given at a general or special meeting duly called for such purpose. See “Dividends and Dividend
Policy.”
Rights of Shareholders to Assets of the Company
Each holder of a Common Share and Preferred Share is entitled to a pro rata share in the assets of the
Company available for distribution to the shareholders in the event of dissolution, liquidation and
winding up.
Features and Characteristics of Preferred Shares
Preferred shares are non-voting shares, except in cases recognized by law. They shall be redeemable at
such dates and in such number of shares as may be decided upon by the Board of Directors. The Board
of Directors has the power to determine the other features of said shares.
The holders of the preferred shares are entitled to receive dividends upon declaration made at the sole
option of the Board. Under the Company’s amended AOI, the Board has the power to determine such
other features of the preferred shares. Currently and pursuant to a board resolution approved and passed
on 22 May 2019, holders of the currently issued and outstanding preferred shares do not have dividend
rights and only enjoy preference in the event of liquidation.
Preferred shares that are issued by the Company do not have voting rights. However, under the Revised
Corporation Code, shares with no voting rights are still entitled to vote on the following instances:
1. Amendment of the articles of incorporation of the Company;
2. Adoption and amendment of by-laws;
3. Sale, lease, exchange, mortgage, pledge or other disposition of all or substantially all of the
property of the Company;
4. Incurring, creating or increasing bonded indebtedness;
5. Increase or decrease of capital stock;
6. Merger or consolidation of the Company with another corporation or corporations; and
7. Investment of corporate funds in another corporation or business in accordance with the
Revised Corporation Code.
Denial of Pre-emptive Rights
The Revised Corporation Code confers pre-emptive rights on shareholders of a Philippine corporation,
which entitle them to subscribe to all issues or other disposition of shares of any class by the corporation
in proportion to their respective shareholdings, subject to certain exceptions. A Philippine corporation
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may provide for the exclusion of these pre-emptive rights in its articles of incorporation. In addition,
shareholders who are entitled to said pre-emptive rights are allowed to waive the same through a written
instrument to that effect.
Pursuant to the Company’s Articles of Incorporation, the stockholders of the Company have no preemptive right to subscribe to any issue or disposition of shares of any class of the Company.
Appraisal Rights
Under Philippine law, shareholders dissenting from the following corporate actions may demand
payment of the fair value of their shares in certain circumstances:
•

in case any amendment to the corporation’s articles of incorporation has the effect of changing
and restricting the rights of any stockholder or class of shares, or of authorizing preferences in
any respect superior to those of outstanding shares of any class;

•

in case of any sale, lease, exchange, transfer, mortgage, pledge or other disposition of all or
substantially all of the corporate property or assets;

•

in case of merger or consolidation;

•

in case the corporation decides to invest its funds in another corporation or business or for any
purpose other than the primary purpose; and

•

in case of extension or shortening of the term of corporate existence.

Derivative Rights
Under Philippine law, shareholders have the right to institute proceedings on behalf of the corporation
in a derivative action in the event that the corporation itself is unable or unwilling to institute the
necessary proceedings to rectify the wrongs committed against the corporation or to vindicate corporate
rights as, for example, where the directors themselves are the malefactors.
Right of Inspection
It is a recognized right of a shareholder to inspect the corporate books, records of all business
transactions of the corporation and the minutes of any meeting of the Board 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. On the other hand, the corporation may refuse such inspection if the shareholder
demanding to examine or copy the records of the corporation has improperly used any information
secured through any prior examination, or was not acting in good faith or for a legitimate purpose in
making his demand.
Right to Financial Statements
Another recognized right of a shareholder is the right to be furnished with the most recent financial
statement of the 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
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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 certified by an independent certified public
accountant.
Treasury Shares
As of the date of this prospectus, the Company has no treasury shares.
Restrictions on Foreign Ownership
The Philippine Constitution and related statutes set forth restrictions on foreign ownership of companies
engaged in certain activities, among them the ownership of private land.
In connection with the ownership of private land, Article XII, Section 7 of the Philippine Constitution,
in relation to Article XII, Section 2 of the Philippine Constitution and Chapter 4 of Commonwealth Act
No. 141, states that no private land shall be transferred or conveyed except to citizens of the Philippines
or to corporations or associations organized under the laws of the Philippines at least 60% of whose
capital is owned by such citizens.
While the Company currently does not currently own land, future acquisition of land is a viable prospect
for the Company in order to further expand its leasing business, in which case, the 40% foreign equity
restriction will apply.
Stock Transfer Agent
The Company’s share register is maintained at the principal office of the Company’s share transfer
agent, BDO Unibank, Inc. – Trust and Investment Group.
Change in Control
There are no existing provisions in the Articles of Incorporation or the By-Laws of the Company which
will delay, defer or in any manner prevent a change in control of the Company.
Board of Directors
Unless otherwise provided by law, the corporate powers of the Company are exercised through the
Board of Directors. This includes the conduct of its business and control of its properties. To date, the
Company has seven Directors, two of which are independent Directors within the meaning set out in
Section 38 of the SRC. Each Director shall have a term of one (1) year. The Board shall be elected
during the regular meeting of shareholders at which shareholders representing at least a majority of the
issued and outstanding capital stock are present, either in person or by proxy.
Under Philippine law, representation of foreign ownership on the Board is limited to the proportion of
the foreign shareholdings. Directors may only act collectively and 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, all decisions of a majority of the quorum
duly assembled as a board are considered as a valid corporate act.
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In the event that a vacancy in the Board is created by the death, resignation or removal of a director
prior to expiration of such director’s term, said vacancy may 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 Regular Shareholders’ Meetings
All Philippine corporations are required to hold an annual meeting of shareholders for corporate
purposes, one of which is the election of directors. The by-laws of the Company provide for annual
meetings on the second Wednesday of July of each year, if a legal holiday, then on the day following.
Special Shareholders’ Meeting
Special meetings of shareholders, for any purpose or purposes, may at any time be called by either the
President of the Company or a majority of the board of directors of the Company, at its own instance,
or upon the written request of stockholders registered as the owners of majority of the outstanding
capital stock of the Company.
Notice of Shareholders’ Meeting
Whenever shareholders are required or permitted to take any action at a meeting, a written notice of the
meeting shall be given which shall state the place, date and time of the meeting, and the purpose or
purposes for which the meeting is called. Notices for regular or special meetings of the stockholders
may be sent by the Secretary by personal delivery or by mail at least 15 business days prior to the date
of the meeting to each stockholder of record at his last known address. The notice shall state the place,
date and hour of the meeting, and the purpose or purposes for which the meeting is called. In case of
special meetings, only matters stated in the notice can be the subject of motions or deliberations at such
meeting. Notice of any meeting may be waived, expressly or impliedly, by any shareholder, in person
or by proxy, before or after the meeting.
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 law or an existing shareholders’ agreement, shareholders who own or
hold a majority of the outstanding capital shares must be present or represented in all regular or special
meeting of shareholders in order to constitute a quorum, except in cases where the Revised 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 shareholders who own or hold the requisite number of
shares shall be present or represented.
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Voting
The shareholders may vote at all meetings the corresponding number of shares registered in their
respective names, either in person or by proxy duly appointed as herein provided.
Fixing Record Dates
Pursuant to the 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 and not more than 30 days from the date of
declaration of cash dividends. As to stock dividends, the record date shall not be less than 10 nor more
than 30 days from the date of shareholder approval.
In the event that a stock dividend is declared in connection with an increase in authorized capital stock,
the corresponding record date shall be fixed by the SEC and shall be indicated in the SEC order which
shall not be less than 10 days nor more than 30 days after all clearances and approvals by the SEC shall
have been secured. Regardless of the kind of dividends, the record date set shall not be less than 10
trading days from receipt by the PSE of the notice of declaration of the dividend.
Proxies
Shareholders may vote at all meetings corresponding to the number of shares registered in their
respective names, either in person or by proxy. The execution of a proxy shall be in writing and duly
presented to and received by the Corporate Secretary for inspection and recording at or prior to the
opening of the meeting. No proxy bearing the signature that is not legally acknowledged, if
unrecognized by the Corporate Secretary, shall be honored at the meetings. Unless otherwise provided
in the proxy, it shall be valid only for the meeting at which it has been presented to the Corporate
Secretary. No proxy shall be valid and effective for a period longer than five (5) years at any one time.
No member of the PSE and no broker/dealer shall give any proxy, consent or authorization, in respect
of any securities carried for the account of a customer to a person other than the customer, without the
express written authorization of such customer. The proxy executed by the broker shall be accompanied
by a certification under oath stating that before the proxy was given to the broker, he had duly obtained
the written consent of the persons in whose account the shares are held. There shall be a presumption
of regularity in the execution of proxies and proxies shall be accepted if they have the appearance of
prima facie authenticity in the absence of a timely and valid challenge. Proxies are required to comply
with the relevant provisions of the Revised Corporation Code, the SRC, the Implementing Rules and
Regulations of the SRC (as amended), and SEC Memorandum Circular No. 5 (series of 1996) issued
by the SEC.
Issue of Shares
Subject to otherwise applicable limitations, the Company may issue additional Shares to any individual
for consideration deemed fair by the Board and said consideration shall not be less than the par value
of the issued 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 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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Transfer of Common Shares
All transfer of shares on the PSE shall be done by means of a book-entry system. Pursuant to this system
of trading and settlement, a registered shareholder transfers legal title over the shares to such nominee,
but retains beneficial ownership over the shares. A shareholder transfers legal title by surrendering the
stock certificate representing his shares to participants of the PDTC System (i.e., brokers and custodian
banks) that, in turn, lodge the same with the PCD Nominee. A shareholder may request his shares to be
uplifted from the PDTC, in which case a certificate of stock is issued to the shareholder and the shares
are registered in the name of the shareholder. See “The Philippine Stock Market” on page 149 of this
Prospectus.
Under Philippine law, transfers of the Shares are not required to be effected on the PSE, but the transfer
will subject to a capital gains tax on any off-exchange transfer that may be significantly greater than the
stock transaction tax applicable to transfers effected through a exchange. See “Philippine Taxation” on
page 157 of this Prospectus. All transfers of Shares on the PSE must be effected through a licensed
stockbroker in the Philippines.
Share Register
The share register of the Company is maintained at the principal office of the share transfer agent of the
Company, BDO Unibank, Inc. – Trust and Investment Group located at BDO Corporate Center, 7899
Makati Avenue, Makati City,
Share Certificates
Certificates representing the Shares will be issued in such denominations as shareholders may request,
except that certificates will not be issued for fractional shares. For Shareholders who wish to split their
certificates may do so through application to the Company’s stock transfer agent. Shares may also be
lodged and maintained under the book-entry system of the PDTC. See “The Philippine Stock Market”
beginning on page 149 of this Prospectus.
Mandatory Tender Offer
Pursuant to the SRC and its implementing rules and regulations, it is mandatory for any person or group
of persons acting in concert to make a tender offer to all the shareholders of the target corporation before
the intended acquisition of:
•

35% of the outstanding voting shares or such outstanding voting shares that are sufficient to
gain control of the board in a public company in one or more transactions within a period of 12
months;

•

35% of the outstanding voting shares or such outstanding voting shares that are sufficient to
gain control of the board in a public company directly from one or more stockholders; or

•

equity which would result in ownership of over 50% of the outstanding equity securities of a
public company.
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Pertaining to the first instance, when the securities tendered pursuant to such an offer exceed the number
of shares that the acquiring person or group of persons is willing to acquire, the securities shall be
purchased from each tendering shareholder on a pro rata basis according to the number of securities
tendered by each security holder. In the event that the tender offer is oversubscribed, the aggregate
amount of securities to be acquired at the close of such tender offer shall be proportionately distributed
to both the selling shareholders with whom the acquirer may have been in private negotiations with and
the minority shareholders.
Pertaining to the second instance, the tender offer shall be made for all the outstanding voting shares.
The shares pursuant to the private transaction with the stockholders shall not be completed prior to the
closing and completion of the tender offer.
Pertaining to the third instance, the acquirer shall be required to make a tender offer for all the
outstanding equity securities to all remaining stockholders of the company at a price supported by a
fairness opinion provided by an independent financial advisor or equivalent third party. The acquirer
shall be required to accept all securities tendered.
Further, no mandatory tender is required in:
•

purchases of shares from unissued capital shares unless it will result in a 50% or more
ownership of shares by the purchaser;

•

purchases from an increase in the authorized capital shares of the target company;

•

purchases in connection with a foreclosure proceeding involving a pledge or security where the
acquisition is made by a debtor or creditor;

•

purchases in connection with a privatization undertaken by the government of the Philippines;

•

purchases in connection with corporate rehabilitation under court supervision;

•

purchases through an open market at the prevailing market price; or

•

purchases resulting from a merger or consolidation.

Change in Control
There are no existing provisions in the Articles of Incorporation or the By-Laws of the Company which
will delay, defer or in any manner prevent a change in control of the Company.
Fundamental Matters
The Revised Corporation Code provides that the following acts of the corporation require the approval
of shareholders representing at least two-thirds (2/3) of the issued and outstanding capital stock of the
corporation: (i) amendment of the articles of incorporation; (ii) removal of directors; (iii) sale, lease,
exchange, mortgage, pledge or other disposition of all or a substantial part of the assets of the
corporation; (iv) 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; (v) delegation to the board of
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directors of the power to amend or repeal by-laws or adopt new by-laws; (vi) merger or consolidation;
(vii) an increase or decrease in capital stock; (viii) dissolution; (ix) extension or shortening of the
corporate term; (x) creation or increase of bonded indebtedness; (xi) declaration of stock dividends;
(xii) management contracts with related parties; and (xiii) ratification of contracts between the
corporation and a director or officer.
Further, the approval of shareholders holding a majority of the outstanding capital shares of a Philippine
corporation, including non-voting shares, is required for the adoption or amendment of the by-laws of
such corporation.
Accounting and Auditing Requirements
It is a requirement for Philippine stock corporations to file copies of their annual financial statements
with the SEC. Corporations whose shares are listed on the PSE are also required to file quarterly
financial statements for the first three (3) quarters with the SEC and the PSE. Further, the Board is
required to present to shareholders at every annual meeting a financial report (including the financial
statements) of the operations of the Company for the preceding year.
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THE PHILIPPINE STOCK MARKET
The information presented in this section has been extracted from publicly available documents which
have not been prepared or independently verified by the Company, Sole Issue Manager, the
Underwriter and Sole Bookrunner or any of their respective subsidiaries, affiliates or advisors in
connection with sale of the Offer Shares.
Brief History
The Philippines initially had two (2) stock exchanges, the Manila Stock Exchange, which was organized
in 1927, and the Makati Stock Exchange, which began operations in 1963. Each exchange was selfregulatory, governed by its respective board of governors elected annually by its members.
Several steps initiated by the Government have resulted in the unification of the two bourses into the
PSE. The PSE was incorporated in 1992 by officers of both the Makati and the Manila Stock Exchanges.
In March 1994, the licenses of the two exchanges were revoked.
In June 1998, the SEC granted the PSE “Self-Regulatory Organization” status, allowing it to impose
rules as well as implement penalties on erring trading participants and listed companies. On 8 August
2001, the PSE completed its demutualization and converted from a non-stock member-governed
institution into a stock corporation in compliance with the requirements of the SRC. Each of the then
184 member-brokers was granted 50,000 shares of the new PSE at a par value of ₱1 per share. In
addition, a trading right evidenced by a “Trading Participant Certificate” was immediately conferred on
each member-broker allowing the use of the PSE’s trading facilities. As a result of the demutualization,
the composition of the PSE board of governors was changed, requiring the inclusion of seven brokers
and eight non-brokers, one of whom is the president of the PSE. On 15 December 2003, the PSE listed
its shares by way of introduction at its own bourse as part of a series of reforms aimed at strengthening
the Philippine securities industry.
The PSE has an authorized capital stock of ₱120 million. As of 8 February 2019, PSE had 85,017,692
issued shares, of which 27,023 are treasury shares, resulting in 84,990,669 total shares outstanding.
Classified into financial, industrial, holding firms, property, services, and mining and oil sectors,
companies are listed either on the PSE’s Main Board or the Small, Medium and Emerging Board.
Recently, the PSE issued Rules on Exchange Traded Funds (“ETF”) which provides for the listing of
ETFs on an ETF Board separate from the PSE’s existing boards. Previously, the PSE allowed listing on
the First Board, Second Board or the Small, Medium and Enterprises Board. With the issuance by the
PSE of Memorandum No. CN-No. 2013-0023 dated 6 June 2013, revisions to the PSE Listing Rules
were made, among which changes are the removal of the Second Board listing and the requirement that
lock-up rules be embodied in the articles of incorporation of the Issuer. Each index represents the
numerical average of the prices of component stocks.
The PSE has a benchmark index, referred to as the PSEi, which, as of the date thereof, reflects the price
movements of selected stocks listed on the PSE, based on traded prices of stocks from the various
sectors. The PSE shifted from full market capitalization to free float market capitalization effective as
of 3 April 2006 simultaneous with the migration to the free float index and the renaming of the PHISIX
to PSEi. The PSEi is composed of 30 selected stocks listed on the PSE. In July 2010, the PSE’s new
trading system, now known as PSE Trade, was launched. In June 2015, the PSE Trade system was
replaced by PSE Trade XTS.
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With the increasing calls for good corporate governance, the PSE has adopted an online daily disclosure
system to improve the transparency of listed companies and to protect the investing public.
Furthermore, the PSE launched its Corporate Governance Guidebook in November 2010 to promote
good governance among listed companies. It is composed of ten guidelines embodying principles of
good business practice and is based on internationally recognized corporate governance codes and best
practices.
The number of listed companies, market capitalization, and value of shares traded for the same period:

Year

2000 ..........................
2001 ..........................
2002 ..........................
2003 ..........................
2004 ..........................
2005 ..........................
2006 ..........................
2007 ..........................
2008 ..........................
2009 ..........................
2010 ..........................
2011 ..........................
2012 ..........................
2013 ..........................
2014 ..........................
2015 ..........................
2016 ..........................
2017 ..........................
2018……………...…

Composite Number of
Index at
Listed
Closing
Companies

1,494.5
1,168.1
1,018.4
1,442.4
1,822.8
2,096.0
2,982.5
3,621.6
1,872.9
3,052.7
4,201.1
4,372.0
5,812.7
5,889.8
7,230.6
6,952.1
7,629.7
8,558.4
7,466.0

229
231
234
236
235
237
239
244
246
248
253
245
254
257
263
265
268
267
267

Aggregate
Market
Capitalization

Combined Value
of Turnover

(in ₱ billions)
2,576.5
2,141.4
2,083.2
2,973.8
4,766.3
5,948.4
7,173.2
7,977.6
4,069.2
6,029.1
8,866.1
8,697.0
10,952.7
11,931.3
14,251.7
13,465.2
14,438.8
17,583.1
16,150.0

(in ₱ billions)
357.7
159.6
159.7
145.4
206.6
383.5
572.6
1,338.3
763.9
994.2
1,207.4
1,422.6
1,771.7
2,546.2
2,130.1
2,151.4
1,929.5
1,960.0
1,740.0

Source: PSE website and PSE Annual Reports.

Trading
The PSE is a double auction market. Buyers and sellers are each represented by stockbrokers. To trade,
bid or ask prices are posted on the PSE’s electronic trading system. A buy (or sell) order that matches
the lowest asked (or highest bid) price is automatically executed. Buy and sell orders received by one
broker at the same price are crossed at the PSE at the indicated price. Payment of purchases of listed
securities must be made by the buyer on or before the third trading day (the settlement date) after the
trade.
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Equities trading on the PSE starts at 9:30 a.m. and ends at 12:00 noon for the morning session. It resumes
at 1:30p.m. and ends at 3:30 p.m. for the afternoon session, with a ten-minute extension during which
transactions may be conducted, provided that they are executed at the last traded price and are only for
the purpose of completing unfinished orders. Trading days are Mondays to Fridays, except legal and
special holidays, days when the BSP clearing house is closed and such other days as may be declared
by the SEC or the PSE, to be a non-trading day.
Minimum trading lots range from 5 to 1,000,000 shares depending on the price range and nature of the
security traded. The minimum trading lot for the Company’s Shares is 10 shares. Odd-sized lots are
traded by brokers on a board specifically designed for odd-lot trading.
To maintain stability in the stock market, daily price swings are monitored and regulated. Under current
PSE regulations, whenever an order may result in a breach of the trading threshold of a security within
a trading day, the trading of that security will be frozen. Orders cannot be posted, modified or canceled
for a security that is frozen. In cases where an order has been partially matched, only the portion of the
order that will result in a breach of the trading threshold will be frozen. Where the order results in a
breach of the trading threshold, the following procedures shall apply:
•

in the event the static threshold is breached, the PSE will accept the order, provided the
price is within the allowable percentage price difference under the implementing
guidelines of the revised trading rules (i.e., 50% of the previous day’s reference or closing
price, or the last adjusted closing price). Otherwise, such order will be rejected. In cases
where the order is accepted, the PSE will adjust the static threshold to 60%. All orders
breaching the 60% static threshold will be rejected by the PSE;

•

in the event the dynamic threshold is breached, the PSE will accept the order if the price
is within the allowable percentage price difference under the existing regulations (i.e.,
20% for security cluster A and newly-listed securities, 15% for security cluster B and 10%
for security cluster C). Otherwise, such order will be rejected by the PSE.

Non-Resident Transactions
When the purchase or sale of Philippine shares involves a non-resident, whether the transaction is
effected in the domestic or foreign market, it will be the responsibility of the securities dealer/broker to
register the transaction with the BSP. The local securities dealer/broker shall file with the BSP, within
three business days from the transaction date, an application in the prescribed registration form. After
compliance with other required undertakings, the BSP shall issue a certificate of registration. Under
BSP rules, all registered foreign investments in Philippine securities including profits and dividends,
net of taxes and charges, may be repatriated.
Settlement
The Securities Clearing Corporation of the Philippines (“SCCP”) is a wholly-owned subsidiary of the
PSE and was organized primarily as a clearance and settlement agency for SCCP-eligible trades
executed through the facilities of the PSE. SCCP received its permanent license to operate on 17
January 2002. It is responsible for: (a) synchronizing the settlement of funds and the transfer of
securities through delivery versus payment, as well as clearing and settlement of transactions of clearing
members, who are also PSE trading participants; (b) guaranteeing the settlement of trades in the event
of a PSE trading participant’s default through the implementation of its “Fails Management System”
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and administration of the Clearing and Trade Guaranty Fund, and; (c) performing risk management and
monitoring to ensure final and irrevocable settlement.
SCCP settles PSE trades on a three-day rolling settlement environment, which means that settlement of
trades takes place three days after the transaction date (T+3). The deadline for settlement of trades is
12:00 noon of T+3. Securities sold should be in scripless form and lodged under the book-entry system
of the Philippine Depository and Trust Corp. (formerly the Philippine Central Depository, Inc.)
(“PDTC”). Each PSE trading participant maintains a cash settlement account with one of the nine
existing settlement banks of SCCP which are BDO Unibank, Inc., Rizal Commercial Banking
Corporation, Metropolitan Bank & Trust Company, Deutsche Bank AG Manila Branch, Union Bank of
the Philippines, The Hongkong and Shanghai Banking Corporation Limited and Maybank Philippines,
Inc., Asia United Bank, and China Banking Corporation. Payment for securities bought should be in
good, cleared funds and should be final and irrevocable. Settlement is presently on a broker-level.
SCCP implemented its Central Clearing and Central Settlement (“CCCS”) system on 29 May 2006.
CCCS employs multilateral netting, whereby the system automatically offsets “buy” and “sell”
transactions on a per issue and a per flag basis to arrive at a net receipt or a net delivery security position
for each clearing member. All cash debits and credits are also netted into a single net cash position for
each clearing member. Novation of the original PSE trade contracts occurs, and SCCP stands between
the original trading parties and becomes the central counterparty to each PSE-eligible trade cleared
through it.
Scripless Trading
In 1995, the PDTC, was organized to establish a central depository in the Philippines and introduce
scripless or book-entry trading in the Philippines. On 16 December 1996, the PDTC was granted a
provisional license by the SEC to act as a central securities depository.
All listed securities at the PSE have been converted into book-entry settlement in the PDTC. The
depository service of the PDTC provides the infrastructure for lodgment (deposit) and upliftment
(withdrawal) of securities, pledge of securities, securities lending and borrowing and corporate actions
including shareholders’ meetings, dividend declarations and rights offerings. The PDTC also provides
depository and settlement services for non-PSE trades of listed equity securities. For transactions on the
PSE, the security element of the trade will be settled through the book-entry system, while the cash
element will be settled through the current settlement banks, BDO Unibank, RCBC, Metrobank, DB,
Unionbank, HSBC and Maybank.
In order to benefit from the book-entry system, securities must be immobilized into the PDTC system
through a process called lodgment. Lodgment is the process by which shareholders transfer legal title
(but not beneficial title) over their shares of stock in favor of PCD Nominee Corporation (“PCD
Nominee”) whose sole purpose is to act as nominee and legal title holder of all shares of stock lodged
into the PDTC. On the other hand, immobilization is the process by which the warrant or share
certificates of lodging holders are canceled by the transfer agent and the corresponding transfer of
beneficial ownership of the immobilized shares to PCD Nominee will be recorded in the Issuer’s
registry. This trust arrangement between the participants and PDTC through PCD Nominee is
established by and explained in the PDTC Rules and Operating Procedures approved by the SEC. No
consideration is paid for the transfer of legal title to PCD Nominee. Once lodged, transfers of beneficial
title of the securities are accomplished via book-entry settlement.
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Under the current PDTC system, only participants (e.g. brokers and custodians) will be recognized by
the PDTC as the beneficial owners of the lodged equity securities. Thus, each beneficial owner of
shares, through 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. All lodgments, trades and uplifts on these shares
will have to be coursed through a participant. Ownership and transfers of beneficial interests in the
shares will be reflected, with respect to the participant’s aggregate holdings, in the PDTC system, and
with respect to each beneficial owner’s holdings, in the records of the participants. Beneficial owners
are thus advised that in order to exercise their rights as beneficial owners of the lodged shares, they
must rely on their participant-brokers and/or participant custodians.
Any beneficial owner of shares who wishes to trade his interests in the shares must execute the trade
through a participant. The participant can execute PSE trades and non-PSE trades of lodged equity
securities through the PDTC system. All matched transactions in the PSE trading system will be fed
through the SCCP and into the PDTC system. Once it is determined on the settlement date (T+3) that
there are adequate securities in the securities settlement account of the participant-seller and adequate
cleared funds in the settlement bank account of the participant-buyer, the PSE trades are automatically
settled in the CCCS system, in accordance with the SCCP and PDTC Rules and Operating Procedures.
Once settled, the beneficial ownership of the securities is transferred from the participant-seller to the
participant-buyer without the physical transfer of stock certificates covering the traded securities.
If a shareholder wishes to withdraw his stockholdings from the PDTC System, the PDTC has a
procedure of upliftment under which PCD Nominee will transfer back to the shareholder the legal title
to the shares lodged. The uplifting shareholder shall follow the Rules and Operating Procedure of the
PDTC for the upliftment of shares lodged under the name of PCD Nominee. The transfer agent shall
prepare and send a Registry Confirmation Advice to the PDTC covering the new number of shares
lodged under PCD Nominee. The expenses for upliftment are generally on the account of the uplifting
shareholder.
The difference between the depository and the registry would be on the recording of the ownership of
the shares in the issuing corporations’ books. In the depository set-up, shares are simply immobilized,
wherein customers’ certificates are cancelled and a confirmation advice is issued in the name of PCD
Nominee to confirm new balances of the shares lodged with the PDTC. Transfers among/between
broker and/or custodian accounts, as the case may be, will only be made within the book-entry system
of PDTC. However, as far as the issuing corporation is concerned, the underlying certificates are in the
PCD Nominee’s name. In the registry set-up, settlement and recording of ownership of traded securities
will already be directly made in the corresponding issuing company’s transfer agents’ books or system.
Likewise, recording will already be at the beneficiary level (whether it be a client or a registered
custodian holding securities for its clients), thereby removing from the broker its current “de facto”
custodianship role.
Amended Rule on Lodgment of Securities
On 24 June 2009, the PSE apprised all listed companies and market participants through Memorandum
No. 2009-0320 that commencing on 1 July 2009, as a condition for the listing and trading of the
securities of an applicant company, the applicant company shall electronically lodge its registered
securities with the PDTC or any other entity duly authorized by the SEC, without any jumbo or mother
certificate, in compliance with the requirements of Section 43 of the SRC. In compliance with the
foregoing requirement, actual listing and trading of securities on the scheduled listing date shall take
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effect only after submission by the applicant company of the documentary requirements stated in Article
III, Part A of the PSE’s Revised Listing Rules.
In addition to the foregoing, the PSE also apprised all listed companies and market participants through
Memorandum No. 2010-0246 that the Amended Rule on Lodgment of Securities under Section 16 of
Article III, Part A of the Revised Listing Rules of the Exchange shall apply to all securities that are
lodged with the PDTC or any other entity duly authorized by the SEC.
For listing applications, the amended rule on lodgment of securities is applicable to:
•

the offer shares/securities of the applicant company in the case of an initial public
offering;

•

the shares/securities that are lodged with the PDTC, or any other entity duly authorized
by the SEC in the case of a listing by way of introduction;

•

new securities to be offered and applied for listing by an existing listed company; and
additional listing of securities of an existing listed company.

Pursuant to the said amendment, the PDTC issued an implementing procedure in support thereof, to
wit:
•

for a new company to be listed at the PSE as of 1 July 2009, the usual procedure will be
observed but the transfer agent of the company shall no longer issue a certificate to PCD
Nominee but shall issue a registry confirmation advice, which shall be the basis for the
PDTC to credit the holdings of the depository participants on listing date;

•

for an existing listed company, the PDTC shall wait for the advice of the transfer agent
that it is ready to accept surrender of PCD Nominee jumbo certificates and upon such
advice, the PDTC shall surrender all PCD Nominee jumbo certificates to the transfer agent
for cancelation. The transfer agent shall issue a registry confirmation advice to PCD
Nominee evidencing the total number of shares registered in the name of PCD Nominee
in the listed company’s registry as of confirmation date.

Issuance of Stock Certificates for Certificated Shares
On or after the listing of the shares on the PSE, any beneficial owner of the shares may apply with
PDTC through his broker or custodian-participant for withdrawal from the book-entry system and return
to the conventional paper-based settlement. If a shareholder wishes to withdraw his shareholdings from
the PDTC system, the PDTC has a procedure of upliftment under which the PCD Nominee will transfer
back to the shareholder the legal title to the shares lodged. The uplifting shareholder shall follow the
Rules and Operating Procedures of the PDTC for the uplifting of the shares lodged under the name of
the PCD Nominee. The transfer agent shall prepare and send a registry confirmation advice to the PDTC
covering the new number of shares lodged under the PCD Nominee.
Upon the issuance of stock certificates for the shares in the name of the person applying for upliftment,
such shares shall be deemed to be withdrawn from the PDTC book-entry settlement system, and trading
on such shares will follow the normal process for settlement of certificated securities. The expenses for
upliftment of the shares into certificated securities will be charged to the person applying for upliftment.
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Pending completion of the upliftment process, the beneficial interest in the shares covered by the
application for upliftment is frozen and no trading and book-entry settlement will be permitted until the
relevant stock certificates in the name of the person applying for upliftment shall have been issued by
the relevant company’s transfer agent.
Amended Rule on Minimum Public Ownership
Under the amended rules on minimum public ownership promulgated by the PSE and approved by the
SEC, listed companies are required at all times to maintain a minimum percentage of listed securities
held by the public of 10% of the listed companies’ issued and outstanding shares, exclusive of any
treasury shares, or as such percentage as may be prescribed by the PSE. The determination of whether
shareholdings are considered public or non-public is based on: (a) the amount of shareholdings and its
significance to the total outstanding shares; (b) purpose of investment; and (c) extent of involvement in
the management of the company.
The shares held by the following are generally considered as held by the public: (i) individuals whose
shares are not of significant size and which are non-strategic in nature; (ii) PSE trading participants
(such as brokers) whose shareholdings are non-strategic in nature; (iii) investment funds and mutual
funds; (iv) pension funds which hold shares in companies other than the employing company or its
affiliates; (v) PCD Nominee provided that none of the beneficial owners of the shares has significant
holdings (i.e., shareholdings by an owner of 10% or more are excluded and considered non-public); and
(vi) Social Security funds.
If an investment in a listed company is meant to partake of sizable shares for the purpose of gaining
substantial influence on how the company is being managed, then the shareholdings of such investor
are considered non-public. Ownership of 10% or more of the total issued and outstanding shares of a
listed company is considered significant holding and therefore non-public.
Listed companies which become non-compliant with the minimum public ownership requirement will
be suspended from trading for a period of not more than six months and will be automatically delisted
if it remains non-compliant with the said requirement after the lapse of the suspension period.
On 1 December 2017, the SEC issued SEC Memorandum Circular No. 13, Series of 2017 (“SEC MC
13-2017”) on the rules and regulations on minimum public ownership (“MPO”) on initial public
offerings.
Under SEC MC 13-2017, companies filing a registration statement pursuant to Sections 8 and 12 of the
SRC and with intention to list their shares for trading in an exchange shall apply for registration with a
public float of at least 20% of the companies’ issued and outstanding shares. It shall, at all times,
maintain an MPO of at least 20%. If the MPO of the company falls below 20% at any time after
registration, such company shall bring the public float to at least 20% within a maximum period of 12
months from the date of such fall.
Further, notwithstanding the quarterly public ownership report requirement of the PSE, a company shall
establish and implement an internal policy and procedure to monitor its MPO and shall immediately
report to the SEC within the next business day if its public float level has fallen below 20%. The
company shall submit to the SEC within 10 days after knowledge about the deficiency in its MPO, a
time-bound business plan describing the steps that the company will take to bring the public float to at
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least 20% within a maximum period of 12 months from the date of such decline. The company shall
submit to the SEC a public ownership report and progress report on submitted business plan within 15
days after end of each month until such time that its public float reaches the required level.
The requirement of minimum public ownership shall also form part of the requirement for the
registration of securities. Non-compliance with these requirements shall subject publicly listed
companies to administrative sanctions, including suspension and revocation of their registration with
the SEC.
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PHILIPPINE TAXATION
The following is a general description of certain Philippine tax aspects of the investment in the
Company. The following discussion is based upon laws, regulations, rulings, income tax treaties,
administrative practices and judicial decisions in effect at the date of this prospectus and is subject to
any changes occurring after such date. Subsequent legislative, judicial or administrative changes or
interpretations may be retroactive and could affect the tax consequences to the prospective investor.
The tax treatment of a prospective investor may vary depending on such investor’s particular situation
and certain investors may be subject to special rules not discussed below. This summary does not
purport to be a comprehensive description of all of the tax considerations that may be relevant to a
decision to invest in the shares and does not purport to deal with the tax consequences applicable to all
categories of investors, some of which (such as dealers in securities) may be subject to special rates.
This discussion does not provide information regarding the tax aspects of acquiring, owning, holding
or disposing of the shares under applicable tax laws of other applicable jurisdictions and the specific
Philippine tax consequence in light of particular situations of acquiring, owning, holding and disposing
of the shares in such other jurisdictions.
EACH PROSPECTIVE INVESTOR SHOULD CONSULT ITS OWN TAX ADVISOR AS TO
THE PARTICULAR TAX CONSEQUENCES OF THE ACQUISITION, OWNERSHIP AND
DISPOSITION OF THE SHARES, INCLUDING THE APPLICABILITY AND EFFECT OF
LOCAL AND NATIONAL TAX LAWS.
As used herein, the term “resident alien” refers to an individual whose residence is within the
Philippines and who is not a citizen thereof. A “non-resident alien” is an individual whose residence is
not within the Philippines and who is not a citizen thereof. A non-resident alien who is actually within
the Philippines for an aggregate period of more than 180 days during any calendar year is considered a
non-resident alien engaged in trade or business in the Philippines; otherwise, such non-resident alien
who is actually within the Philippines for an aggregate period of 180 days or less during any calendar
year is considered a non-resident alien not engaged in trade or business in the Philippines. A “domestic
corporation” is created or organized under the laws of the Philippines; a “resident foreign corporation”
is a non-Philippine corporation engaged in trade or business in the Philippines; and a “non-resident
foreign corporation” is a non-Philippine corporation not engaged in trade or business in the Philippines.
Corporate Income Tax
A domestic corporation is subject to a tax of 30% of its taxable income from all sources within and
outside the Philippines. Taxable net income refers to items of income specified under Section 32 (A) of
the Tax Code less the items of allowable deductions under Section 34 of the Tax Code or those allowed
under special laws.
Passive income of a domestic corporations are taxed as follows: (a) gross interest income from
Philippine currency bank deposits and yield from deposit substitutes, trust funds and similar
arrangements as well as royalties from sources within the Philippines which are generally taxed at the
lower final withholding tax rate of 20% of the gross amount of such income; and (b) interest income
from a depository bank under the expanded foreign currency deposit system which is subject to a final
tax at the rate of 15% of such income.

157

A minimum corporate income tax of 2% of the gross income as of the end of the taxable year is imposed
on a domestic corporation beginning on the fourth taxable year immediately following the year in which
such corporation commenced its business operations, when the minimum corporate income tax is
greater than the ordinary corporate income tax.
Nevertheless, any excess of the minimum corporate income tax over the ordinary corporate income tax
shall be carried forward and credited against the latter for the three immediately succeeding taxable
years. Furthermore, subject to certain conditions, the minimum corporate income tax may be suspended
with respect to a corporation, which suffers losses on account of a prolonged labor dispute, or because
of force majeure, or because of legitimate business reverses.
While Republic Act No. 10963, or the Tax Reform for Acceleration and Inclusion (“TRAIN”), which
is the first package of the Comprehensive Tax Reform Program (“CTRP”) of the Duterte administration,
brought about extensive changes to individual income taxation, it did not include changes in corporate
income taxation. This is expected to be addressed in the second package of the CTRP which reportedly
aims to lower corporate income taxes and modernize fiscal incentives in a bid to complement the
expected incremental revenues from the first package.
Tax on Dividends
Cash and property dividends received from a domestic corporation by individual shareholders who are
either citizens or residents of the Philippines are subject to a final withholding tax at the rate of 10%.
Cash and property dividends received by non-resident alien individuals engaged in trade or business in
the Philippines are subject to a final withholding tax at the rate of 20% of the gross amount, while cash
and property dividends received by non-resident alien individuals not engaged in trade or business in
the Philippines are subject to a final withholding tax at the rate of 25% of the gross amount, subject,
however, to the applicable preferential tax rates under tax treaties executed between the Philippines and
the country of residence or domicile of such non-resident foreign individuals.
Cash and property dividends received from a domestic corporation by another domestic corporation or
by resident foreign corporations are not subject to tax while those received by non-resident foreign
corporations are subject to withholding tax at the rate of 30%.
The 30% final withholding tax rate for inter-corporate cash and/or property dividends paid by a
domestic corporation to a non-resident foreign corporation may be reduced depending on the country
of domicile of the non-resident foreign corporation if it has an existing tax treaty with the Philippines.
A country with a tax treaty may have a reduced preferential tax rate depending on the provisions of the
corresponding tax treaties. On the other hand, the tax rate for a country without a tax treaty may be
reduced to 15% if (i) the country in which the non-resident foreign corporation is domiciled imposes
no tax on foreign-sourced dividends or (ii) if the country of domicile of the non-resident foreign
corporation allows a credit equivalent to 15% for taxes deemed to have been paid in the Philippines.
Stock dividends distributed pro rata to any holder of shares of stock are not subject to Philippine income
tax. However, if the proportionate interests of the stockholders are changed, dividends received are
taxable as ordinary income in the year paid or accrued. The sale, exchange or disposition of shares
received as stock dividends by the holder is subject to either the capital gains tax or the stock transaction
tax.
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Philippine tax authorities have prescribed certain procedures, through an administrative issuance, for
availment of tax treaty relief. The Company shall withhold taxes at a reduced rate on dividends to be
paid to a non-resident holder, if such non-resident holder provides the company with a duly
accomplished Certificate of Residence for Tax Treaty Relief (“CORTT”) Form before the dividends is
paid or credited. Proof of legal domicile or residence for an individual consists of certification from his
embassy, consulate, or other equivalent certifications issued by the proper government authority, or any
other official document proving residence.
If tax at the regular rate is withheld by the Company instead of the reduced rates applicable under a
treaty, the non-resident holder of the Common Shares may file a claim for refund from the BIR.
However, because the refund process in the Philippines requires the filing of an administrative claim
and the submission of supporting information, and may also involve the filing of a judicial appeal, it
may be impractical to pursue obtaining such a refund.
Sale, Exchange or Disposition of Shares through an Initial Public Offering (“IPO”)
The sale, barter, exchange or other disposition through an IPO of shares of stock in closely-held
corporations is subject to an IPO tax at the rates below based on the gross selling price or gross value
in money of the shares of stock sold, bartered, exchanges or otherwise disposed in accordance with the
proportion of shares of stock sold, bartered, exchanged or otherwise disposed to the total outstanding
shares of stock after the listing in the local stock exchange:
Up to 25%

4%

Above 25% up to 33 1/3%

2%

Above 33 1/3%

1%

A “closely-held corporation” means any corporation at least 50% in value of outstanding capital stock
or at least 50% of the total combined voting power of all classes of stock entitled to vote is owned
directly or indirectly by or for not more than 20 individuals.
The total IPO tax is arrived at after separately computing the IPO tax for primary and secondary
offerings. The IPO tax for the Offer Shares, if applicable, shall be paid by the Company for the primary
offering.
Sale, Exchange or Disposition of Shares after the IPO
Capital Gains Tax
Pursuant to the TRAIN, net capital gains realized by an individual taxpayer or domestic corporation
other than a dealer in securities during each taxable year from the sale, exchange or disposition of shares
of stock in a Philippine corporation listed at and effected outside of the facilities of the local stock
exchange, are subject to a final tax at the rate of 15% beginning January 1, 2018. Net capital gains
realized by resident and non-resident foreign corporations during each taxable year from the sale,
exchange or disposition of shares of stock in a Philippine corporation listed at but effected outside of
the facilities of the local stock exchange, are subject to a final tax as follows: 5% on gains not exceeding
₱100,000 and 10% on gains over ₱100,000.
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Gains from such sale or disposition of shares in a Philippine corporation may be exempt from capital
gains tax or subject to a preferential rate under a tax treaty. An application for tax treaty relief must be
filed (and approved) by the Philippine tax authorities to obtain a confirmation of exemption or
preferential tax rate under a tax treaty. Such application must be filed before the deadline for the filing
of the documentary stamp tax return. A prospective investor should consult its own tax advisor with
respect to the applicable rates under the relevant tax treaty.
Furthermore, if the fair market value of the shares of stock in a Philippine corporation sold outside the
facilities of the local stock exchange is greater than the consideration received by the seller or the selling
price, the amount by which the fair market value of the shares exceeds the selling price shall be deemed
a gift that is subject to donor’s tax under Section 100 of the Tax Code; provided, however, that a sale,
exchange or other transfer of such shares outside the facilities of the local stock exchange made in the
ordinary course of business (a transaction which is bona fide, at arm’s length and free from donative
intent) will be considered as made for an adequate and full consideration in money or money’s worth
and will not be subject to donor’s tax.
The transfer of shares shall not be recorded in the books of the Company unless the BIR certifies that
the capital gains, documentary stamp taxes, and other internal revenue taxes relating to the sale or
transfer have been paid or, where applicable, tax treaty relief has been confirmed by the International
Tax Affairs Division of the BIR in respect of the capital gains tax or other conditions have been met.
Taxes on Transfer of Shares Listed and Traded at the local stock exchange
Beginning 1 January 2018, a sale, barter, exchange or other disposition of shares of stock listed at and
effected through the facilities of the PSE by a resident or a non-resident holder, other than a dealer in
securities, is subject to a stock transaction tax at the rate of 0.6% of the gross selling price or gross value
in cash of the shares of stock sold, bartered, exchanged or otherwise disposed, unless an applicable
treaty exempts such sale from the said tax. The stock transaction tax is classified as a percentage tax
and is paid in lieu of the capital gains tax. In addition, a value added tax of 12% is imposed on the
commission earned by the PSE-registered broker who facilitated the sale, barter, exchange or
disposition through the PSE, and is generally passed on to the client.
On 7 November 2012, the BIR issued Revenue Regulations No. 16-2012 which provides that the sale,
barter, transfer, and/or assignment of shares of listed companies that fail to meet the minimum public
ownership (“MPO”) requirement (i.e., rule that requires listed companies to maintain a minimum
percentage of listed securities held by the public at 10% of such companies’ issued and outstanding
shares at all times) after 31 December 2012 will be subject to capital gains tax and documentary stamp
tax. It also requires publicly listed companies to submit public ownership reports to the BIR within
15 days after the end of each quarter. The PSE gave non-compliant companies until 31 December 2012
to comply with the said requirement. Immediately after that grace period, listed companies which fail
to maintain, at all times, a minimum percentage of listed securities held by the public at 20% of the
listed companies’ issued and outstanding shares (“Minimum Public Ownership”) shall be subject to a
trading suspension for a period of not more than six months. The sale, barter, transfer and/or assignment
of shares of listed companies that fail to meet the Minimum Public Ownership requirement will be
subject to capital gains and documentary stamp taxes.
The sale of such listed company’s shares during the trading suspension may be effected only outside
the trading system of the PSE and shall be subject to capital gains tax and documentary stamp tax.
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Documentary Stamp Tax
Beginning 1 January 2018, the original issue of shares is subject to a documentary stamp tax of ₱2.00
for each ₱200.00, or a fractional part thereof, of the par value of the shares issued. The transfer of shares
is subject to a documentary stamp tax of ₱1.50 for each ₱200.00, or a fractional part thereof of the par
value of the shares transferred. However, the sale, barter or exchange of shares of stock listed and traded
through the local stock exchange shall not be subject to documentary stamp tax.
Estate and Gift Taxes
Beginning 1 January 2018, the transfer of shares of stock upon the death of an individual holder to his
heirs by way of succession, whether such holder was a citizen of the Philippines or an alien and
regardless of residence, is subject to Philippine tax at the rate of 6% based on the value of the decedent’s
net estate.
Moreover, beginning 1 January 2018, individual and corporate holders, whether or not citizens or
residents of the Philippines, who transfer shares of stock by way of gift or donation are liable to pay
Philippine donors’ tax on such a transfer of shares at the rate of 6% computed on the basis of the total
gifts in excess of ₱250,000.00 made during the calendar year.
Estate and donors’ taxes, however, shall not be collected in respect of intangible personal property, such
as shares of stock: (a) if the deceased at the time of his death or the donor at the time of his donation
was a citizen and resident of a foreign country which at the time of his death or donation did not impose
a transfer tax of any character, in respect of intangible personal property of citizens of the Philippines
not residing in that foreign country, or (b) if the laws of the foreign country of which the deceased or
donor was a citizen and resident at the time of his death or donation allows a similar exemption from
transfer or death taxes of every character or description in respect of intangible personal property owned
by citizens of the Philippines not residing in that foreign country.
Taxation outside the Philippines
Shares of stock in a domestic corporation are considered under Philippine law as situated in the
Philippines and the gain derived from their sale is entirely from Philippine sources; hence such gain is
subject to Philippine income tax and capital gains tax and the transfer of such shares by gift (donation)
or succession is subject to the donor’s or estate taxes, each as described above.
The tax treatment of a non-resident holder of shares of stock in jurisdictions outside the Philippines may
vary depending on the tax laws applicable to such holder by reason of domicile or business activities
and such holder’s particular situation. This prospectus does not discuss the tax consideration on nonresident holders of shares of stock under laws other than those of the Philippines.
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LEGAL MATTERS
Certain Philippine legal matters in connection with the Offer have been passed upon for the Company
by Picazo Buyco Tan Fider and Santos, Manila, Philippines, the external legal counsel of the Company,
and for the Sole Issuer Manager, Underwriter and Sole Bookrunner by Romulo Mabanta Buenaventura
Sayoc & de los Angeles, Manila, Philippines. In addition, certain legal and tax matters were passed
upon for the Company by Adarlo Caoile and Associates.
The aforesaid counsels have no shareholdings in the Company, or any right, whether legally enforceable
or not, to nominate persons or to subscribe to the securities of the Company, in accordance with the
standards or independence required in the Code of Professional Responsibility and as prescribed by the
Supreme Court of the Philippines.
The aforesaid legal counsels have not acted and will not act as promoter, underwriter, voting trustee,
officer or employee of the Company.
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INDEPENDENT AUDITORS
The financial statements of the Company as of 31 March 2019, 31 December 2016, 2017 and 2018 and
for the three months ended 31 March 2019 and for each of the three years in the period ended 31
December 2016, 2017 and 2018 were audited by Reyes Tacandong & Co., independent auditors, as
stated in their report appearing herein.
Reyes Tacandong & Co. has acted as the Company’s external auditor since October 2018. Emmanuel
V. Clarino is the current audit partner for the Company and has served as such since October 2018. The
Company has not had any material disagreements on accounting and financial disclosures with its
current external auditor for the same periods or any subsequent interim period. Reyes Tacandong & Co.
has neither shareholdings in the Company nor any right, whether legally enforceable or not, to nominate
persons or to subscribe for the securities of the Company. Reyes Tacandong & Co. will not receive any
direct or indirect interest in the Company or its securities (including options, warrants or rights thereto)
pursuant to or in connection with the Offer. The foregoing is in accordance with the Code of Ethics for
Professional Accountants in the Philippines set by the Board of Accountancy and approved by the
Professional Regulation Commission.
The following table sets out the aggregate fees for 2018 and three months ended 31 March 2019 for
professional services rendered by Reyes Tacandong & Co. excluding fees directly related to the Offer.

(1)

2019

2018

₱ in thousands

₱ in thousands

Audit and Audit-Related Fees(1) ..........................

272.5

293.0

Total ....................................................................

272.5

293.0

Audit and Audit-Related Fees. This category includes the audit of annual financial statements, review of interim
financial statements and services that are normally provided by the independent auditor in connection with statutory
and regulatory filings or engagements for those calendar years.
The fees presented 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.
Except for the abovementioned services, the independent auditors provided no other type of services.

In relation to the audit of the Company’s annual financial statements, the Company’s CG Manual, which
was approved by the Board of Directors on 30 January 2019, provides that the audit committee shall,
among other activities (i) evaluate significant issues reported by the external auditors in relation to the
adequacy, efficiency and effectiveness of policies, controls, processes and activities of the Company;
(ii) ensure that other non-audit work provided by the external auditors are not in conflict with their
functions as external auditors; and (iii) ensure the compliance of the Company with acceptable auditing
and accounting standards and regulations.
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The audit committee consists of three members of the Board of Directors, at least one of whom is an
independent director, including the chairman of the committee. The audit committee, with respect to an
external audit:
•

Reviews the independent auditors audit plan — discusses scope, staffing, reliance upon
management and the internal audit department, general audit approach, and coverage
provided to any significant areas of concern that the audit committee may have.

•

Reviews and confirms the independence of the external auditors on relationships by
obtaining statements from the auditors on the relationships between the auditors and the
Company, including non-audit services, and discussing the relationships with the auditors.

•

Prior to publishing the year-end earnings, discusses the results of the audit with the
independent auditors.

•

On an annual basis, the audit committee reviews and discusses with the independent
auditors all significant relationships they have with the Company that could impair the
auditors’ independence.

•

On a regular basis, the audit committee meets separately with the external auditors to
discuss any matters that the committee or auditors believe should be discussed privately.
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