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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER

For the quarterly period ended June 30, 2016

2. Commission identification number 3. BIR Tax Identification
No. 000-460-602-000

GRAND PLAZA HOTEL CORPORATION
4. Exact name of issuer as specified in its charter

PHILIPPINES
5. Province, country or other jurisdiction of incorporation or organization
6. Industry Classification Code: (SEC Use Only)

10F, The Heritage Hotel Manila, Roxas Blvd. cor. EDSA, Pasay City 1300
7. Address of issuer's principal office

Tel. No. (632) B854-8838 Fax No. {632) 854-8825
8. |ssuer's telephone number, including area code

N.A.
9. Former name, former address and formal fiscal year if changed since last report
10. Securities registered pursuant to Sections 8 & 12 of the Code, or Sections 4 & 8 of the RSA

Title of each Class Number of shares of common

Stock outstanding and amount
Of debt outstanding

COMMON SHARES 87,318,270*

*includes 33.600,901 treasury shares
11. Are any or all of the securities listed on Stock Exchange?

Yes[ X 1] No[ ]

If yes, state the name of such Stock Exchange and the class/es of securities listed therein:
PHILIPPINE STOCK EXCHANGE, INC. COMMON
12. Indicate by check mark whether the registrant:



(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and
Sections 26 and 141 of the Corporation Code of the Philippines, during the
preceding twelve {(12) months (or for such shorter period the registrant was required
to file such reports)

Yes[ X ] No[ ]
(b) has been subject to such filing requirements for the past ninety (30) days.

Yes[ X ] No[ ]

PART I — FINANCIAL INFORMATION
ltem 1 Financial Statements

Financial Statements and, if applicable, Pro-forma Financial Statements meeting the
requirements of SRC Rule 68, Form and Content of Financial Statements, shall be furnished as
specified therein.

ltem 2 Management's Discussion and Analysis of Financial Condition and Results of
Operations.

Furnish the information required by Part Ill, Paragraph (A)(2)(b) of “Annex C”

PART Il - OTHER INFORMATION

The issuer may, at its option, report under this item any information not previously
reported in a report in SEC Form 17-C. [f disclosure of such information is made under this Part
I, it need not be repeated in a report on Form 17-C which would otherwise be required to be
filed with respect to such information or in a subsequent report on Form 17-Q.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly
caused this report to be signed on &ts behalf by the undersigned thereunto duly authorized.

lssuer ___YAM KIT SUNG L
Signature and Title : General Mankger & Chief Financial Officer

Date | ]

!




PART | — FINANCIAL INFORMATION

Item 1. Financial Statements Required Under SRC Rel68.1

* Please see attached financial statements for nmtBalance Sheets, Statements of
Income, Statements of Changes in Equity and Statesnoé Cash flows.

Notes to Financial Statements

Summary of significant accounting policies

The financial statements of the Company have beepaped in accordance with
Philippine generally accepted accounting principl€AAP) and are denominated in
Philippine pesos. The preparation of financiatesteents in accordance with Philippine
GAAP requires management to make estimates andnasisnms that affect the reported
amounts of assets and liabilities and disclosufe®tingent assets and liabilities at the
date of the financial statements and the reponteauats of revenue and expenses during
the period. Actual results could differ from thosgtimates. The financial statements
have, in management’s opinion, been properly pegpawvithin reasonable limits of
materiality and within the framework of the signdnt accounting policies.

The same accounting policies and methods of cortipatare followed in the interim
financial statements for the year 2016 as compartddthe most recent annual financial
statements.

Seasonality or Cyclicality of Interim Operations
All segments of the business are in its normalitigagattern.

Material Items
There are no material items affecting assets, liieds, equity, net income or cash flows
that are unusual because of their nature, sizecatants.

Estimates

There are no changes in estimates of amounts egbartprior interim periods of the
current financial year or changes in estimateswdunts reported in prior financial years
that have a material effect in the current intepieniod.

Issuances of Debts and Equity

There are no issuances, repurchases and repayofieleists and equity securities.

Dividends
There were no dividends declared in the curresetiimt period.



Segment Revenue and Results

Statement of Financial Accounting Standard No. egment Reporting”, which
becomes effective for financial statements covepegods beginning on or after January
1, 2001, requires that a public business enterpmg®rt financial and descriptive
information about its reportable segments. Opegasagments are components of an
enterprise about which separate financial inforomatis available that is evaluated
regularly by the chief operating decision-makedatiding how to allocate resources and
in assessing performance.

The Company organized its business into 3 main satgn
* Room Division — Business derived from the salewdsirooms.

* Food and Beverage Division — Business derived filuersale of food and beverage at
various restaurants.

* Other Operated Departments and rental — Business/ede from telephone
department, business center, carparking, laundiy@mtal of space.

The segment revenues and results are as follows:

YTD 2" Quarter YTD 2" Quarter
Revenue — Peso Department Profit — Peso
‘000 ‘000
Room 123,435 94,188
Food and Beverage 59,590 19,414
Other Operated Departments 7,019 6,520
and rental

Subsequent Events
None

Composition of Company

There are no changes in the composition of the Gommuring the interim period,
including business combinations, acquisition ompdsal of subsidiaries and long-term
investments, restructurings and discontinuing djmETa.

Contingent assets or liabilities
There are no changes in contingent assets orifiebisince the last annual balance sheet
date.

Contingencies
There are no material contingencies and any othamte or transactions that are material
to an understanding of the current interim period.



Item 2. Management’s Discussion and Analysis of Famcial Condition and Results

of Operations

The top 5 Key Performance Indicators of the Compeyas follows:

30 June 2016

30 June 2015

J

Current liquidity ratios 2.32 1.53

Solvency (Debt to equity) | 0.17 0.39

Assets to equity ratios 1.17 1.39

Interest rate coverage ratig NA (No interest bearingNA (No interest bearing
liabilities.) liabilities.)

Profitability/(Loss) ratios | (4.5%) 3.8%

Profit before tax margin

ratio

EBITDA (Earnings before 7,982,069 23,400,368

interest, tax, depreciatign

and amortization) - Peso

Note: The Company has no loans due to third partglated parties.

Current liquidity ratio is derived by dividing tleairrent assets with the current liabilities.
This indicator measures the liquidity of the Companthe short-term. The current ratio

has increased by 0.79 during the period of reviemmared to the same period of last
year due to higher assets from higher cash balarsiower liabilities.

Debt to equity ratio measures a company finaneiaiage. It is derived by dividing total

liabilities over equity. There is a decrease i tfaitio for the period under review due to

lower equity as the Compa

ny reported a loss thisyear.

Assets/Equity ratio measures the proportion of tgqused to finance assets of the
company and it is derived by dividing total asdet®quity. There is a decrease in this
ratio due to lower assets mainly from lower fixedets and accounts receivables.

Profit before tax margin ratio is computed by dingl the profit before tax against the

total revenue. This ratio measures whether the @oms able to contain its expenses in
relation to the revenue. The Company reported sitlas half year.

EBITDA represents earnings before interest, tapre®@ation and amortization. This
indicator measures the operating cash flow of apaom. For the quarter under review,

EBITDA dropped by PhP15 million due to lower reveraspecially in room revenue.



Balance Sheets Analysis:

Total assets decreased by about PhP214 millios.884 as compared to the same period
of last year and decreased by PhP9 million or Gag%ompared to end of last fiscal year.
As compared to last year same period, total asdstseased due to lower accounts
receivables relating to Pagcor VAT by PhP221 milland lower fixed assets by PhP34
million.

Cash and short term notes:

This balance includes short-term fixed deposithviianks. This balance increased by
PhP11.4 million (4.7%) relative to end of last &sgear and increased by PhP22.8
million (10%) compared to same period of last yd&ough revenue is down, there is no
significant outflow of funds, so cash balance iased.

Accounts receivable- trade:

Included in this balance is the accounts receisaRI_RT from Pagcor. As the Company
won the tax case in last quarter of 2015 at ther&8up Court level, the Company
reversed both the accounts receivable and payaBle fér Pagcor. This caused the
significant fall in these 2 balances this year usrsame period of last year. Compared to
end of last fiscal year, there was a fall of PhBIhillion (22.6%) due to lower revenue
this half-year.

Provision of bad debts:

There is an increase in this balance when compaitbdthe same period of last year by
PhPO0.8 million (173%) due to the provision of agmiial bad debt account of about
PhPO0.6 million.

Deferred tax assets:
There is an increase of PhP3.1 million (35%) corpdo end of last year due to higher
provision for retirement benefits and bad debts.

Advances to associated/related companies:
The Company, in its normal course of business, dmsred into transactions with its
related parties, principally consisting of cashatbes.

The Company leases its hotel site from an assac@empany. The Company has also
entered into a management agreement with ElitelHiéd@agement Services Pte. Ltd., a
related company, for the latter to operate the Hote

Under the terms and conditions of the agreemeatCitmpany has to pay monthly basic
management and incentive fees based on a percenitdge hotel’'s revenue and gross
operating profit.



As compared with the end of last fiscal year, theran increase of about PhP2.3 million
(20%) as the companies have not repaid some aof lladances outstanding during the
year.

Inventories:

Inventories have decreased by PhP3.5 million (2@8%3ompared to the same period of
last year. The positive variance is due to stronmgenitoring and control of food and
beverage inventories in line with lower revenue.

Other current assets:

This balance mainly increased by PhP6.5 million%25nd PhP14.8 million (85%)
against last fiscal year and same period last yespectively. The increment is mainly
due to higher advances to suppliers or contractors.

Property and Equipment:

Property and equipment are carried at cost. Degiieni is provided under the straight-
line method over the estimated useful lives of #issets ranging from 5 to 50 years.
Major improvements are charged to property accowtiide maintenance and repairs
which do not improve the lives of the assets apeaged as incurred.

The decrease in balance by PhP16 million (2%) coetpto end of last fiscal year is due
to depreciation charges for the year.

Accounts payable:

There is a significant drop of PhP210.8 million¥8relative to same period of last year.
Included in this balance is the accounts payabla3 ¥om Pagcor. As the Company
won the tax case in last quarter of 2015 at ther&8up Court level, the Company
reversed both the accounts receivable and payaBle fér Pagcor. This caused the
significant fall in these 2 balances this year usrsame period of last year.

Accrued liabilities:
This balance decreased by PhP4.4 million (5%) dueversal of accrued vacation leaves.

Due to associated /related companies:

Compared to the same period of last year and enthstffiscal year, this balance
increased by PhP11.4 million (167%) and PhP11.5amil171%) respectively. This is
due to the Company has not repaid the outstandibdjties.

Refundable Deposit:

This account represents refundable deposits tontendhere is an increase of PhP2
million (6%) versus end of last fiscal year asheance is due to a security deposit for a
new tenant.

Income Tax Payable:
Income tax payable has a variance of PhP0.1 miligeinst same period last year as the
Company registered a loss in this half-year ofeewi



Reserves:
Reserves decreased by PhP6.5 million comparednte geriod of last year due to the
reversal of provision made during the year 201feat end.

Income Statement Analysis For the 6 Months Ended 30une 2016

Revenue:
Total revenue decreased by PhP39.3 million (17%3$usesame period last year. The
main reason for the fall is due to lower room andd-& Beverage (“F&B”) revenue.

Rooms division recorded a significant fall in ocanpy from 63% in first half-year of
last year to 50% in this year or 13 percentagetpoidverage Room Rate also fell from
PhP3,012 to PhP2,973. The combined effect is a mrédpevenue Per Available Room
(Revpar) by 21%. The newly opened hotels in the &&ga such as Solaire, Hyatt, Nobu
and Crown Hotels are starting to offer lower raiedring in group businesses which
affect the industry room rates.

F&B business recorded a drop of PhP7.6 million B¥las compared to the same period
of last year. Total covers dropped by 13,162 (12¥i¥ unfavorable variance is mainly
due to the fall in revenue from Banquet, Room Senand Lobby Lounge outlets.
Riviera maintained same revenue as last year. afgeerood Check has marginal
increase by PhP7 (1%) versus same period of last anquet revenue fell by PhP4
million (18%) versus same period of last year. Eheere lesser meetings and events
during this year.

Other operated departments and rental income isedeay PhP0.51 million or 7% due to
higher rental from a new tenant.

Cost of Sales:

Cost of sales for F&B registered a decrease of FhRidllion or 7% % as compared to
last year even though F&B revenue is higher thier ylie to measures taken to reduce
food cost.

Gross Profit:
Gross profit is derived after deducting cost oesarom gross revenue. Gross profit as
compared to last year is lower due to lower revenue

Operating Expenses:

Operating expenses include among others, payrall esated expenses, utilities,
depreciation charges, rental and other fixed exggnghere is a decrease in operating
expenses of PhP11.7 million or 5.5% as compardtieésame period of last year. The
saving is mainly derived from energy cost savingPy8.8 million (20%) versus same
period of last year and also saving in propertymeaiance cost.

Net Operating Income:



This is derived after deducting operating expeffises gross operating profit.

Non-operating income:
This indicator increased by PhP3.7 million (275%)last year there was an exchange
loss of PhP1.8 million while this year, there wasachange gain of PhP1.7 million.

Profit after tax:

Profit after tax this year fell to a loss of PhPB#lion from profit of PhP6.5 million last
year due to lower revenue.

Income Statement Analysis For Second Quarter Ende30 June 2016

Revenue:
Total revenue decreased by PhP22.5 million (19%$ugesame period last year. The
main reason for the fall is due to lower revenusiom division and F&B.

Room division recorded a drop in revenue from PhPT3illion to PhP59.1 million or
19% as a result of lower occupancy and room rate.

F&B division revenue decreased by PhP8.3 millic2262 due to lower café and banquet
revenue.

Cost of Sales:
Cost of sales for F&B registered a decrease of 23%ompared to last year even as a
result of lower F&B revenue.

Gross Profit:
Gross profit is derived after deducting cost oesarom gross revenue. Gross profit as
compared to last year is lower due to lower revenue

Operating Expenses:

Operating expenses include among others, payrall exlated expenses, utilities,
depreciation charges, rental and other fixed exgenshere is a decrease in operating
expenses by PhP13.5million or 13% as comparedetsdame period of last year.

Net Operating Income:

This is derived after deducting operating expeffises gross operating profit.

Non-operating income:
This indicator increased by PhP1.3 million due moexchange gain of PhP2.3 million
this year versus last year with a lower gain of Bhmnillion.

Profit after tax:



As a result of lower revenue, the Company regigtariss of PhP1.3 million this quarter.

There are no material event(s) and uncertaintiesvknto management that would
address the past and would have an impact on theefaperations of the following:

* Any known trends, demands, commitments, eventsnoemainties that will have a
material impact on the Company’s liquidity.

* Any material commitments for capital expenditurds general purpose of such
commitments and the expected sources of fundaufdr expenditures.

* Any known trends, events or uncertainties that hbhad or that are reasonably
expected to have a material favorable or unfaveralbinpact on net
sales/revenues/income from continuing operations.

* Any significant elements of income or loss that dat arise from the Company’s
continuing operations.

* The causes for any material change(s) (5% or nfova) period to period in one or
more line items (vertical and horizontal) of thengmany’s financial statements.

* Any seasonal aspects that had a material effethiefinancial condition or results of
operations.

Management is not aware of any event that may ériglirect or contingent financial
obligations that is material to the Company, inahgdany default or acceleration of an
obligation. Management is not aware of any mateoiffbalance sheet transaction,
arrangement, obligation (including contingent oaligns), and other relationships of the
Company with unconsolidated entities or other pessbat were created during the first
6 months of 2016.

PART Il - OTHER INFORMATION
Tax matter:

(1) Grand Plaza Hotel Corporation versus Commissionér Imternal Revenue
(“BIR™) — Court of Tax Appeal (“CTA”) Case No. 8992

This case is a Petition for Review with CTA to ihglate the tax deficiency
assessment in relation to year 2008 ("Deficiency Case").

On 20 February 2015, the Company filed a PetitmmReview with the CTA to
invalidate the collection proceedings of the BlIRheTPetition is based on the
Company's position, as advised by tax counsel, tti@tcollection proceedings
initiated by the Commissioner of Internal Revenwuge void because the
assessments did not comply with the requirementavefand lacked factual and
legal basis.

The Deficiency Tax Case seeks to have the CTA vetle Collection Letter that
the Company received from the BIR on 12 December320 As far as the
Company is aware, the Collection Letter was issppdhe BIR in connection
with a Formal Letter of Demand for alleged defiognncome tax, value added



tax, expanded withholding tax, withholding tax orompensation and
documentary stamp tax for the year 2008, in theremgge amount of
PhP508,101,387.12 consisting of PhP262,576,82510B4sic tax, and interest of
PhP245,524,562.09 from 20 January 2009 to 30 Séete?®13.

On 24 July 2015, the Company received a Warrablistfaint and/or Levy dated

24 July 2015 from the BIR (“Warrant”). The Warraetates to the tax case for
year 2008. Considering that a Petition for Revieag been earlier filed with the
CTA on 20 February 2015 to question the validitytteé collection proceedings
initiated by the Commissioner of Internal Revenod that the matter is currently
being litigated at the CTA, the Company has takgpr@priate legal measures to
ensure that such Warrant is not implemented dutivg course of the trial

proceedings.

During the CTA hearing on 21 September 2015, then@amy presented 2
witnesses and they were able to furnish theirrtesties on the same day. The
BIR, on the other hand, did not present any witegessd opted to submit the case
for the resolution of the CTA.

On 18 March 2016, the Company received a NoticRaxolution from the CTA
with regards to the Company’s Motion for PartiacBesideration with Amended
Formal Offer of Evidence. The CTA granted the Cony® Motion and the
Company has 30 days from receipt of the Noticeléoour Memorandum.

However, on 6 April 2016, the Company received aniféstation and Motion
filed by the BIR. The BIR moved for a setting ohaaring for the comparison
and marking of its documentary evidence on 13 ApOil6. Within 5 days after
the hearing, the BIR will be filing its Formal Offeéf Documentary Evidence
(FOE). In view of this Motion, the BIR has asked fioe deferment of the parties’
respective Memorandum until after the CTA has ne=bits offer of evidence.

On 27 June 2016, our counsel attended the heavingrify the documents with
BIR were original. Then on 12 July 2016, counse&lereed the BIR FOE and
counsel will prepare reply to FOE by 17 July 2016.

On 8 June 2016, management of Company was infobymédetropolitan Bank &
Trust Company (the "Bank") via email, that the BtRs issued a Warrant of
Garnishment with Warrant No. 125-2015-011 dateduBeJ2016 against the
Corporation ("Warrant"). Pursuant to the Warrdhg BIR seeks to garnish the
Company's deposits with the Bank, which are culyem the amount of
PhP499,049.64, as may be necessary to satisfylldgea tax deficiency of the
Company.

In addition, on 10 June 2016, management of Compasyalso informed by the
Lank Bank of the Philippines (the "Bank"), that tBER has issued a Warrant of
Garnishment with Warrant No. 125-2015-011 againke tCorporation



("Warrant"). To date, the Company has not receiedoriginal Warrant from
the BIR. Pursuant to the Warrant, the BIR seekgadmish the Company's
deposits with the Bank, which are currently in #maount of PhP71,718.54 as
may be necessary to satisfy the alleged tax defigief the Company.

The BIR issued the Warrant in connection with th&R'8 tax deficiency
assessment against the Company in the aggregatenawwfoPhP506,028,228.24,
as deficiency income tax, withholding tax on congagion, and value added tax
for the taxable year 2008.

The Warrant relates to the previous disclosure hef Company regarding a
Collection Letter that the Company received from BIR on 12 December 2013
in connection with a Formal Letter of Demand fdegéd deficiency income tax,
value added tax, expanded withholding tax, withimgdax on compensation and
documentary stamp tax for the year 2008.

As previously disclosed by the Company, a PetifmmReview has been earlier
filed with the Court of Tax Appeals on 20 FebruaBi5 to question the validity
of the collection proceedings initiated by the Cossioner of Internal Revenue,
and the matter is currently being litigated at theurt of Tax Appeals. The
Company is consulting its tax advisers to obtavi@on any appropriate action
that may be taken in relation to the Warrant.

Other than the above tax cases, to the best kngeladd/or information of the Company,
neither itself nor any of its affiliates and sulbaites have been involved during the past
five (5) years in any material legal proceedingeaing/involving the Company, its
affiliates or subsidiaries, or any material or gahsal portion of their property before
any court of law or administrative body in the Ripines or elsewhere.

Financial Risk Exposure:

In the context of the current global financial ctimh, the Securities and Exchange
Commission sent us a memorandum to companies ddcR&er 2008, which requires
companies to make a self-assessment or evaluatioetérmine whether any of the items
below are applicable. If applicable, these itemsinie disclosed in the interim financial
report on SEC Form 17-Q (“Quarterly Report”):

1. The qualitative and quantitative impact of athanges in the financial risk
exposures of GPHC, particularly on currency, irdereredit, market and liquidity
risks, that would materially affect its financiardition and results of operation,
and a description of any enhancement in the Compaisk management policies
to address the same.

2. A description of the financial instruments bétCompany and the classification
and measurements applied for each. If materiaarmount, provide detailed



explanation or complex securities particularly aridatives and their impact on
the financial condition of the Company.

The amount and description of the Company’sstients in foreign securities.

The significant judgments made in classifyingaaticular financial instrument in
the fair value hierarchy.

An explanation of how risk is incorporated arahsidered in the valuation of
assets or liabilities.

A comparison of the fair values as of date of theent interim financial report
and as date of the preceding interim period, ared @mount of gain or loss
recognized for each of the said periods.

The criteria used to determine whether the mar&etaf financial instrument is
active or inactive, as defined under Philippine éuating Standard 39 —
Financial Instruments.

The Board of Directors (BOD) has overall responrjbior the establishment and
oversight of the Company’s risk management fram&worThe BOD has
established the Executive Committee, which is rasjde for developing and
monitoring the Company’s risk management polici@he committee identifies
all issues affecting the operations of the Compang reports regularly to the
BOD on its activities.

The Company’s risk management policies are estadaliso identify and analyze
the risks faced by the Company, to set approprigkelimits and controls, and to
monitor risks and adherence to limits. Risk manag& policies and systems are
reviewed regularly to reflect changes in marketditions and the Company’s
activities. All risks faced by the Company are arporated in the annual
operating budget. Mitigating strategies and proceslare also devised to address
the risks that inevitably occur so as not to affdaet Company’s operations and
detriment forecasted results. The Company, throtggtraining and management
standards and procedures, aims to develop a dismipbhnd constructive control
environment in which all employees understand tlaés and obligations.

The Audit Committee directly interfaces with théeimal audit function, which
undertakes reviews of risk management controlspandedures and ensures the
integrity of internal control activities which atfe the financial management
system of the Company. The results of procedure®noeed by Internal Audit
are reported to the Audit Committee.



Credit Risk

Credit risk represents the risk of loss the Compawould incur if credit
customers and counterparties fail to perform tloeintractual obligations. The
Company’s credit risk arises principally from ther@pany’s trade receivables.

Exposure to credit risk is monitored on an ongadiagis, credit checks being
performed on all clients requesting credit overtaiar amounts. Credit is not
extended beyond authorized limits, established ®&happropriate through
consultation with a professional credit vetting amization. Credit granted is
subject to regular review, to ensure it remainss@iant with the clients’ current
credit worthiness and appropriate to the anticgh&tsume of business.

The investment of the Company’s cash resourcesaisaged so as to minimize
risk while seeking to enhance yield. The Compaighkling of cash and money
market placements expose the Company’s to creskitafi the counterparty if the
counterparty is unwilling or unable to fulfill itebligations and the Company
consequently suffers financial loss. Credit risknaigement involves entering into
financial transactions only with counterpartieshndgtcceptable credit rating. The
treasury policy sets aggregate credit limits of ang counterparty and annually
reviews the exposure limits and credit ratingshef counterparties.

Receivables balance is being monitored on a regodesis to ensure timely
execution of necessary intervention efforts. Adallance sheet date, there were
no significant concentrations of credit risk.

Liquidity Risk

Liquidity risk is the risk that the Company will hbe able to meet its financial
obligations as they fall due. The Company manaigesdity risk by forecasting

projected cash flows and maintaining a balance éetveontinuity of funding and
flexibility. Treasury controls and procedures arelace to ensure that sufficient
cash is maintained to cover daily operational amakig capital requirements.
Management closely monitors the Company’s futuré emntingent obligations
and sets up required cash reserves as necessagcandance with internal
requirements.

Market Risk

Market risk is the risk that changes in market ggjcsuch as foreign exchange
rates, interest rates and other market pricesaffict the Company’s income or
the value of its holdings of financial instrument¥he objective of market risk

management is to manage and control market risksxps within acceptable

parameters, while optimizing the return.

The Company is subject to various market riskdugtiag risks from changes in
room rates, interest rates and currency excharnege.ra

Room Rates



The risk from room rate changes relates to the Gmyp ability to recover
higher operating costs through price increasesistomers, which may be limited
due to the competitive pricing environment thatsexiin the Philippine hotel
industry and the willingness of customers to agahotel rooms at higher prices.

The Company minimizes its exposure to risks in gearin room rates by signing
contracts with short period of expiry so this githe Company the flexibility to
adjust its room rates in accordance to market ¢immgi.

Interest Rate Risk
The Company has no interest-bearing debt obligatiorthird parties. As such,
the Company has minimal interest rate risk.

Foreign Currency Risk

Foreign assets and financing facilities extendedh® Company were mainly
denominated in Philippine Peso. As such, the Cayipdoreign currency risk is
minimal.

The Company functional currency is Philippines pés®at 30 June 2016, it holds bulk
of its cash and cash equivalent in Philippines p&be United States dollars are used to
settle foreign obligations. As such, the Compangsdaot have currency risk exposure.

The Company does not have any third party loang bas no interest rate risk. The
Company in the ordinary course of business extenreldit to its customers. Exposure to
credit risk is monitored on an ongoing basis, dreeNiew being performed for clients
requesting for credit limit. The total exposuretitade receivables as at 30 June 2016 is
Pes029.6 million.

Liquidity risk is the risk that the Company will hde able to meet its financial
obligations as they fall due. The Company managegidity risk by forecasting

projected cash flows and maintaining a balance éatwcontinuity of funding and
flexibility. As at 30 June 2016, the Company hasd387 million current assets and
Peso171 million liabilities so the current assetsable to cover its liability.

The Company does not invest in any other finanastruments. Any surplus funds are
placed in short-term fixed deposits with local bdikk Metropolitan Bank and Trust Co.
and foreign bank like Australian and New ZealandB@ANZ), DBS Bank Hong Kong
and United Overseas Bank Singapore

The Company also does not invest in foreign saearit

The fair values together with the carrying amouwftshe financial assets and liabilities
shown in the balance sheet date are as follows:

| 30 June 2016 | 30 June 2016|31 December 31 Decembgr




2015 2015
Carrying Fair value Carrying Fair value
amount amount
Cash and cash250,540,171 250,540,171 | 239,183,149 239,183,149
equivalents
Receivables nef 70,554,035 70,554,035 86,718,089 86,718,089
Due from/(to)| (4,871,638) (4,871,638) | 6,068,762 6,068,762
related  party
net
Loan receivable 15,500,000 15,500,000 15,500,000 15,500,000
Lease deposit | 78,000,000 78,000,000 78,000,000 78,000,000
Accounts 107,517306 107,517306 | 122,099,451 12,099,451
payable &
accrued
expenses

The following summarizes the methods and assumgptissed in estimating the fair

values of financial instruments reflected in thewabtable:

Cash and cash equivalent — the carrying amountoappates the fair value due to its

short maturity.

Receivables/ due from related party/ loan recesfdilase deposit/ accounts payable and
accrued expenses/ due to related party — curreeivables are reported at their net
realizable values, at total amount less allowarfoesuncollectible amounts. Current
liabilities are stated at amounts reasonably exggett be paid within the next 12 months
or operating cycle. Due from/to related party avahl receivable are payable on demand.

In the case of lease deposit, the fair value apprates the carrying amount.




GRAND PLAZA HOTEL CORPORATION
Balance Sheets
June 30, 2016 and 2015

(With comparative figures for the year ended December 31, 2015)

(In Philippine Pesos)

ASSETS

Current Assets
Cash and short-term notes
Accrued interest receivable
Accounts receivable - trade
Accounts receivable - others
Provision for bad debts
Deferred tax assets/(liabilities)
Input tax

Advances to associated/related companies
Advances to immediate holding company

Inventories

Prepaid expenses
Creditable withholding tax
Other current assets
Advances to/from THHM

Total Current Assets

Property and Equipment

Investment in Stock of Associated Company

Deposit on Lease Contract
Loans Receivable
Other Assets
Miscellaneous investments and deposits

Others

Total Other Assets

Total Assets

Unaudited
June 30, 2016

Unaudited
June 30, 2015

Audited
Dec. 31, 2015

250,540,171.60
81,053.90
53,356,668.38
18,382,191.53
(1,265,877.04)
12,110,116.67
13,366,187.71
2,569,948.42
12,004,681.15
4,278,216.70

32,145,395.15

227,746,283.11
19,573.39
274,467,240.60
18,143,710.16

(463,668.16)
11,901,681.01
13,695,847.59
1,711,702.04
15,544,487.86
3,526,080.44

17,378,035.59

239,183,149.17
75,691.81
68,908,961.25
18,291,150.64
(482,022.16)
8,958,812.22
11,000,050.00
1,866,901.20
12,340,792.12
5,512,516.63
45,092.00
25,690,667.46

397,568,754.18

583,670,973.63

391,391,762.34

574,786,012.76
53,471,328.29

78,000,000.00

608,769,884.64
51,083,071.20

78,000,000.00

590,922,342.52
52,613,701.21

78,000,000.00

15,500,000.00 15,500,000.00 15,500,000.00
8,781,608.50 5,085,790.50 8,781,608.50
1,010,000.00 1,010,000.00 1,010,000.00
9,791,608.50 6,095,790.50 9,791,608.50

1,129,117,703.73

1,343,119,719.97

1,138,219,414.58




GRAND PLAZA HOTEL CORPORATION

Balance Sheets

June 30, 2016 and 2015

(With comparative figures for the year ended December 31, 2015)
(In Philippine Pesos)

Unaudited Unaudited
LIABILITIES AND STOCKHOLDERS' EQUITY June 30, 2016 June 30, 2015 Dec. 31, 2015
Current Liabilities
Accounts payable 29,770,164.89 240,547,583.05 39,928,030.38

Accrued liabilities
Rental payable

Due to associated/related companies
Advances from immediate holding company - net

Refundable deposit
Deferred rental
Dividend payable
Income tax payable

Other current liabilities

Reserves

77,747,142.16

18,237,825.77

32,387,457.16

(3,942,711.55)
16,550,617.83
572,398.73

77,157,877.77

6,884,778.48

34,766,571.69

(1,354,696.25)
16,451,854.11
7,180,569.78

82,171,420.81

6,798,189.83

30,373,107.77

(2,150,644.88)
17,229,838.11
385,235.66

Total Current Liabilities 171,322,894.99 381,634,538.63 174,735,177.68

Long - Term Liabilities

Total Long - Term Liabilities - - -

Capital Stock
Authorized - 115,000,000 shares in March 31, 2009
and December 31, 2008 at P10.00 par value per share

Capital stock

Premium on capital stock
Paid-in capital in excess of par - Warrants

Treasury stock

Retained earnings/(deficit) - beginning
Retained profit/(loss) for the period

Dividend declared

Working Capital Contribution
Reserves / net Actuarial Loss

Total Stockholders' Equity

Total Liabilities and Stockholders' Equity

873,182,699.00
11,965,903.79
2,691,613.81
(1,680,020,370.00)
1,748,238,826.41
(5,689,428.17)

7,425,563.90

873,182,699.00
11,965,903.78
2,691,613.81
(1,680,020,370.00)
1,742,466,748.82
6,502,548.03

4,696,037.90

873,182,699.00
11,965,903.78
2,691,613.81
(1,680,020,370.00)
1,742,466,748.82
5,772,077.59

7,425,563.90

957,794,808.74

961,485,181.34

963,484,236.90

1,129,117,703.73

1,343,119,719.97

1,138,219,414.58




GRAND PLAZA HOTEL CORPORATION
Income Statements
For the years ended June 30, 2016 and 2015

(With comparative figures for the year ended December 31, 2015)

(In Philippine Pesos)

Revenue
Rooms
Food & Beverage
Other Operated Depts.
Rental Income/Others

Total Revenue
Cost of Sales
Food & Beverage
Other Operated Depts.
Total Cost of Sales
Gross Profit
Operating Expenses
Net Operating Income
Non-operating Income/(Loss)
Interest Income
Dividend Income

Gain/(Loss) on Disposal of Fixed Assets
Exchange Gain/(Loss)

Share in Net Income/(Loss) of Associated Co.

Other Income
Total Non-Operating Income
Net Income/(Loss) Before Tax

Provision for Income Tax

Net Income/(Loss) After Tax

Earnings per share

Dilluted earnings per share

Notes:

Unaudited
Year-to-date
June 30, 2016

Unaudited
Year-to-date
June 30, 2015

Audited
Full Year
Dec. 31, 2015

123,435,741.38
59,590,104.54
2,437,839.15
4,582,055.15

155,564,102.15
67,285,490.81
2,407,083.62
4,113,537.03

287,584,011.45
137,481,963.95
4,767,442.12
17,518,267.02

190,045,740.22

229,370,213.61

447,351,684.54

21,371,386.08
1,279,039.61

23,557,590.65
1,481,653.52

51,006,642.13
3,500,550.49

22,650,425.69

25,039,244.17

54,507,192.62

167,395,314.53

179,346,120.84

204,330,969.44

200,656,339.56

392,844,491.92

403,940,699.35

(11,950,806.31) 3,674,629.88 (11,096,207.43)
2,706,295.50 2,568,584.10 8,946,562.90
- - (1,166,747.47)
(271,734.94) 1,744,483.88 9,357,404.62
857,627.07 841,834.29 2,372,464.30

- - 3,986,875.00
3,292,187.63 5,154,902.27 23,496,559.35
(8,658,618.68) 8,829,532.15 12,400,351.92
(2,969,190.51) 2,326,984.12 6,628,274.33
(5,689,428.17) 6,502,548.03 5,772,077.59
(0.11) 0.12 0.11

(0.11) 0.12 0.11

In June 30, 2016 and 2015 total shares outstanding is 53,717,369 net of 33,600,901 treasury shares



GRAND PLAZA HOTEL CORPORATION

Income Statements

For the 2nd quarters ended June 30, 2016 and 2015
(In Philippine Pesos)

Unaudited
2nd Quarter
June 30, 2016

Unaudited
2nd Quarter
June 30, 2015

Revenue
Rooms
Food & Beverage
Other Operated Depts.
Rental Income/Others

59,121,970.82
28,187,595.81
1,240,513.47
2,371,062.74

73,755,405.00
36,414,448.90
1,012,554.50
2,238,213.05

Total Revenue

90,921,142.84

113,420,621.45

Cost of Sales
Food & Beverage
Other Operated Depts.

9,679,859.36
558,870.14

12,558,578.83
820,620.68

Total Cost of Sales

10,238,729.50

13,379,199.51

Gross Profit

Operating Expenses

80,682,413.34

87,254,496.79

100,041,421.94

100,766,062.38

Net Operating Income

(6,572,083.45)

(724,640.44)

Non-operating Income/(Loss)
Interest Income
Dividend Income
Gain/(Loss) on Disposal of Fixed Assets
Exchange Gain/(Loss)
Share in Net Income/(Loss) of Associated Co.
Other Income

Total Non-Operating Income

Net Income/(Loss) Before Tax

Provision for Income Tax

Net Income/(Loss) After Tax

1,350,046.30 1,252,332.20
2,374,543.08 1,171,173.20

553,886.81 488,333.35
4,278,476.19 2,011,838.75
(2,293,607.26) 2,187,198.31

(912,315.25) 484,584.82
(1,381,292.01) 1,702,613.49




GRAND PLAZA HOTEL CORPORATION
Statements of Changes in Equity
For the years ended June 30, 2016 and 2015

(With comparative figures for the year ended December 31, 2015)

(In Philippine Pesos)

Balance - beginning

Prior period adjustment
Balance - as adjusted

Net income for the period
Dividends

Retirement of shares
Reserves/Net Actuarial Loss

Buyback of shares

Balance - end

Unaudited
June 30, 2016

Unaudited
June 30, 2015

Audited
Dec. 31, 2015

963,484,236.90

954,982,633.31

954,982,633.31

963,484,236.90

(5,689,428.17)

954,982,633.31

6,502,548.03

954,982,633.31

5,772,077.59

2,729,526.00

957,794,808.73

961,485,181.34

963,484,236.90




GRAND PLAZA HOTEL CORPORATION

Cash Flow Statements

For the years ended June 30, 2016 and 2015

(With comparative figures for the year ended December 31, 2015)
(In Philippine Pesos)

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash
provided by operating activities
Prior period adjustments
Depreciation and amortization
Equity in net income of associated company
Provision for bad debts
Changes in operating assets and liabilities
(Increase) decrease in
Accrued interest receivable
Accounts receivable - trade
Accounts receivable - others
Deferred income tax
Input tax
Advances to associated company
Advances to immediate holding company
Inventories
Prepaid expenses
Creditable withholding tax
Other current assets
Advances to/from THHM
Increase (decrease) in
Accounts payable
Accrued liabilities
Notes payable
Rental payable
Due to associated company
Advances from immediate holding company - net
Advances from intermediate holding company
Refundable deposit
Deferred rental - Pagcor
Dividend payable
Output tax
Income tax payable
Other current liabilities
Reserves

19,932,875.73
(857,627.07)
1,265,877.04

(5,362.09)
15,070,270.71
(91,040.89)
(3,151,304.45)
(2,366,137.71)
(703,047.22)
336,110.97
1,234,299.93
45,092.00
(6,454,727.69)

(10,157,865.49)
(4,424,278.65)

11,439,635.94
2,014,349.39

(1,792,066.67)
(679,220.28)
187,163.07

19,725,739.40
(841,834.29)
463,668.16

(7,075.23)
3,064,727.23
729,182.03
496,458.62
(2,695,497.50)
(341,463.10)
(1,551,258.70)
1,177,693.23
63,738.00
(2,567,300.18)

(16,540,900.82)
3,149,236.83

794,535.95
(18,507,066.62)

(3,157,173.25)
(678,930.09)
4,322,157.23

Unaudited Unaudited Audited
Year-to-date Year-to-date Full Year
June 30, 2016 June 30, 2015 Dec. 31, 2015
(5,689,428.17) 6,502,548.03 5,772,077.59

39,558,870.76
(2,372,464.30)
482,022.16

(63,193.65)
209,523,006.58
581,741.55
3,439,327.41
300.00
(496,662.26)
1,652,437.04
(808,742.96)
18,646.00
(10,879,932.05)

(217,160,453.49)

8,162,779.87

707,947.30
(22,900,530.54)

(3,953,121.88)
99,053.91
(2,473,176.89)

15,153,568.40

(5,498,815.16)

8,889,932.14

Cash flows from investing activities
Acquisition of property and equipment - net
Dividend (declared)/received
(Receipts)/Refund of deposit on lease contract
(Receipts)/Payments relating to other assets
Retirement of treasury stocks

Buyback of shares - net

Reserves / Net Actuarial Loss

(3,796,545.97)

(3,832,964.45)

(5,818,553.69)

(3,695,818.00)

2,729,526.00

(3,796,545.96)

(3,832,964.45)

(6,784,845.69)

Cash flows from financing activities
Increase/(Decrease) in reserves

Net increase in cash and short-term notes

Cash and short-term notes, Beginning

11,357,022.44

239,183,149.17

(9,331,779.61)

237,078,062.72

2,105,086.45

237,078,062.72

Cash and short-term notes, Ending

250,540,171.61

227,746,283.11

239,183,149.17




GRAND PLAZA HOTEL CORPORATION

Cash Flow Statements

For the 2nd quarters ended June 30, 2016 and 2015
(In Philippine Pesos)

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash
provided by operating activities
Depreciation and amortization
Equity in net income of associated company
Provision for bad debts
Changes in operating assets and liabilities
(Increase) decrease in
Accrued interest receivable
Accounts receivable - trade
Accounts receivable - others
Deferred income tax
Input tax
Advances to associated company
Advances to immediate holding company
Inventories
Prepaid expenses
Creditable withholding tax
Other current assets
Advances to/from THHM
Increase (decrease) in
Accounts payable
Accrued liabilities
Notes payable
Rental payable
Due to associated company
Advances from immediate holding company - ne
Advances from intermediate holding company
Refundable deposit
Deferred rental - Pagcor
Dividend payable
Output tax
Income tax payable
Other current liabilities
Reserves

Unaudited
2nd Quarter
June 30, 2016

Unaudited
2nd Quarter
June 30, 2015

(1,381,292.01)

9,984,563.04
(553,886.81)
1,265,877.04

(7,371.49)
876,974.55

19,131.08
369,198.03

(1,164,407.60)
(86,538.48)
(912,665.40)
350,739.97
(3,447,743.73)

(14,509,830.90)
(950,258.25)

5,558,256.09

1,025,671.23

(2,276,298.87)
(90,727.30)
976,928.04

1,702,613.49

9,887,240.42
(488,333.35)
463,668.16

(1,446.41)

(4,263,447.22)
889,542.33
(3,748,253.26)

(1,168,749.99)

(96,684.84)

(883,205.84)
569,942.78
5,960,103.25

4,945,580.04
3,410,546.64

231,154.95

(20,506,737.28)

2,183,044.21
(89,063.33)
757,324.37

(4,953,681.77)

(245,160.88)

Cash flows from investing activities
Acquisition of property and equipment - net
Dividend (declared)/received
(Receipts)/Refund of deposit on lease contract
(Receipts)/Payments relating to other assets
Retirement of treasury stocks

Buyback of shares

(2,416,992.40)

0.01

(3,498,410.88)

(2,416,992.39)

(3,498,410.88)

Cash flows from financing activities
Increase/(Decrease) in reserves

Net increase in cash and short-term notes

Cash and short-term notes, Beginning

(7,370,674.16)

257,910,845.76

(3,743,571.76)

231,489,854.87

Cash and short-term notes, Ending

250,540,171.60

227,746,283.11




Grand Plaza Hotel Corporation
Aqging Report As At 30 June 2016

Customer Type

Airlines

Credit card

PAGCOR

Company - local
Overpayment
Permanent accounts
Embassy & government
Travel Agent - Local
Temporary credit
Travel Agent - Foreign

TOTAL

%

Oto
8 days

634,532
820,945

49,734
24,198
2,513
158,353
131,050
149,620
1,970,944

6.65%

9to
30 days

2,224,172

1,254,900

22,933
2,705,998
241,385
1,140,145
738,187

8,327,720

28.12%

31to
60 days

2,643,497

2,787,618

49,455
5,600
143,720
298,548
288,252

6,216,690

20.99%

61to
90 days

567,280

107,152
3,720
813,950
3,160

1,495,261

5.05%

91to
120 days

71,744
17,160
6,800
9,828

105,532

0.36%

Over
120 days

494,016

8,936,199
910,300

(56,480)
729,627
282,605
3,300
45,099
158,827

11,503,492

38.84%

Total

6,563,497
820,945
8,936,199
5,002,552
(56,480)
1,005,107
2,996,716
567,638
2,435,592
1,347,874

29,619,639

100.00%

%

22.16%
2.77%
30.17%
16.89%
-0.19%
3.39%
10.12%
1.92%
8.22%
4.55%

100.00%
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