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Part [ - Financial Information

Item 1. Financial Statements Sec attached

The interim financial statements have been prepared in accordance with Philippine Financial
Reporting Standard.

The same accounting policics and methods of computation are followed in the interim and
annual financial statemenls.

There are no seasonal aspects that have an effect on the Company’s results of operations.
There are no unuﬁgﬂl items affecting Assels, Liabilities, Fyuity, Net income, or Cash Flows.
There arc no changes in estimates of amounts reported in the prior financial periods.

There is no disclosure on segment information in the Company’s annual financial statements.

There are no material events subsequent to the end of the interim period that have not been
reflected in the financial slatements.

There are no major changes in the Company, including business combination, acquisition or
disposal of subsidiarics and long-term investments, restructurings, and discontinued
operations, other than the following:

1. On July 10, 2012, ePLDT Inc. and the Company signed the Share Purchase Agreement
covering 397,892,307 shares or 26.28% of the total outstanding capital of the Company.
The sale of shares priced at P10.70 will be executed in four tranches to be completed by
the end of 2013. Acquisition of shares in the first tranche was consummated on July 13,
2012,

On October 19, 2012, PhilWeb Casino Corporation (PCC) a wholly owned subsidiary,
on behalf of the Company, accelerated the acquisition of the second tranche of shares
from ePLDT which also comprise of 93457 944 shares of the Company at the same price
of Php1.70 per share.

On Oclober 22, 2012, the Company and PCC entered into a Placement Agreement with
UBS AG and Religare Capital Markets (Honyg Kong) Limited acting as placement agents
for the sale of 137.5 million shares of the Company to qualified buyers at a price of
P15.00 per share or a total aggregate price of 2,062.5 million.

On June 13, 2013, PCC and ¢PLDT transacted the third tranche of Philweb shares
totaling 93,457,944 shares. The total price paid for third tranche is I'L015 million or
F1{.86 per share.

On December 13, 2003, PCC and ePLDT transacted the fourth and last tranche of
Philweb shares totaling 117,518,475 shares. The lotal price paid for last tranche is
P1,297 million or P11.04 per share,

2. The Company's Intellectual Property License and Management Agreement (IPLMA)
with PAGCOR expired on July 11, 2016. On July 8, 2016 PAGCOR extended the
contract from July 11, 2016 until August 10, 2016.
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The IPLMA expired on August 11, 2016, On December 22, 2016, the Company was
notificd by PAGCOR that it has to go thru the procurement process.

4. On March 8, 2017, the Company's Board of Directors approved the plan, thru its
subsidiary BGI, to acquire 15 PAGCOR Gaming Stations from existing independent
operators using a total of up to 7,500,000 Company shares it is currently holding in
lreasury as pavment,

5. On August 18, 2017, the Company received a Provisional Certificate ol Accreditation
from the PAGCOR to be an accredited Llectronic Gaming System (EGS) Service
Provider. As an Accredited EGS Service Provider, the Company can offer its software
and other services to the operators of PAGCOR-licensed gaming siles for electronic
games, PAGCOR will conduct an inspection and testing of PhilWeb's servers and
gaming facilities as required under the accreditation rules.

The testing and inspection were completed and on September 25, 2017 the Company
received a letter from PAGCOR indicating that the Company passed the inspection and
tesling as required.

6. On October 30, 2017, the Company received a Certificate of Accredilation from
PAGCOR. In compliance with the accreditation rules, the Company submitted the P25
million letter of credit as performance bond on November 2, 2007

7. On December 1, 2017, the first 16 electronic gaming locations were allowed o operate
under PhilWeb's Electronic Gaming System platiorm.,

8. On February 20, 2018, PAGCOR allowed the Company to ofler its services to an
additional 21 electronic gaming locations.

9, On March 7, 2018, PAGCOR issued a memorandum acceplting and processing
applications of new and existing operators to resume the use of the Company's
glectronic gaming system, thereby allowing the Company to [ully resume its
operations.

10. On May 31, 2019, the Company and Palmary Corporation signed a Cooperation
Agreement to jointly develop their electronic bingo or e-Bingo businesses, On the same
date, Palmary Corporation also signed a Sharc Purchase Agreement to purchase
97,333,333 shares of the Company.

11. On March 15, 2020, PAGCOR issued a memorandum directing the temporary cessatiom
of the gaming operations of its licensees operating in the National Capilal Region. On
March 16, 2020, PAGCOR issued a memorandum cxtending nationwide the temporary
cessation of the gaming operations of its licensees effective midnight of March 16, 2020
until midnight of April 14, 2020 or until the government declares the COVID-19
situation either under control or for extended community quarantine,

12. On June 15, 2020, the Company resumed its gaming services to eleclronic gaming
locations and electronic bingo sites that have reopened across the country.

13. On March 8, 2021, the Company acquired 16 e-Bingo outlets and 2 e-Bingo machine
suppliers from the Palmary Group for a total consideration of P730,000,000.00).

There are no contingent liabilities or contingent assets since the last annual balance sheet date.

There are no material contingencies and any other events or transactions not mentioned thal
arc material to an understanding of the current interim period.
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Earnings Per Share

Earnings per share is determined by dividing net income for the period by the weighted
average number of common shares outstanding during the period. Diluled earnings per
share is computed as aforementioned and assuming further that all outstanding options are
exercised at the beginning of the period.

The weighted average number of common shares used in determining basic and diluted
earnings per share is shown below:

Basic® Diluted®
March 31, 201 1,278,732 577 1,278,732 577
March 31, 2020 1,278,732,577 1,278,732 577

* Wel of treasury shares divectly held by PIillvdeb and POC, PCC is g whelly-owened subsidiary.

Financial Assets and Liabilities

[ate of Recognition.  The Company recopnizes a financial asset or a financial Liability in the
statements of financial position when it becomes a party to the contractual provisions of a
financial instrument. In the case of a regular way purchase or sale of financial assets,
recognition and derecogmition, as applicable, is done using settlement date accounting,

nitial Recognition and Measurement, Financial instruments are recognized initially at fair
value, which is the fair value of the consideration given (in case of an asset) or received (in
case of a lability). The initial measurement of financial instruments, except for those
designated at fair value through profit and loss (FVPL), includes transaction cost.

“Day 1" Difference.  Where the transaction in a non-active market is different from the fair
value of other observable current market transactions in the same instrument or based on a
valuatiom technique whose variables include only data from observable market, the Company
recognizes the difference bebween the transachHon price and fair value {a “Day 17 difference)
in profit or loss. In cases where there is no observable data on inception, the Company deems
the transaction price as the best estimate of fair value and recognizes “Day 17 difference in
profit or loss when the inputs become observable or when the instrument is derecognized.
For cach transaction, the Company determines the appropriate method of recognizing the
“Day 1" difference,

Classification. The Company classifies its financial assels al initial recognition under the
following categories: (a) financial assets at FYPL, (b) financial assets al amortized cost and (c)
financial assets at fair value through other comprehensive income (VOCI).  Financial
liabilities, on the other hand, are classified as cither financial habilities at FVIP'L or financial
liabilities at amortized cost. The classification of a [inancial instrument largely depends on
the Company’s business model and its contractual cash flow characteristics,

As at March 31, 2021, the Company does not have financial assets at FYT'L and FYOCT and
financial liabilities at FVPL.

Financial Assets at Amortized Cost. A financial asset shall be measured at amortized cost if both
of the following conditions are met:
s the financial asset is held within a business model whose objective is to hold financial
assets in order to collect contractual cash flows; and
« the contractual terms of the financial assel give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount
outstanding.



Item 2.

After initial recognition, financial assets at amortized cost are subsequently measured at
amortized cost using the cffective interest method, less allowance for impairment, if any.
Amortized cost is calculated by taking inko account any discount or premium on acquisition
and fees that are an integral parl of the effective interest rate. Gains and losses are recognized
in profit or loss when the financial assets are derecognized and through amortization process.
Financial assets at amortized cost are included under current assets if realizability or
collectability is within 12 months after the reporting period. Otherwise, these are classified as
noncurrent assels.

As at March 31, 2021, the Company’s cash and cash equivalents, trade and other receivables
and rental and other deposits presented under “Other noncurrent assets” are classified under
this category.

Financial Liabilitics at Amorlized Cost, Financial liabilities are categorized as financial liabilites
at amorlized cost when the substance of the contractual arrangement resulls in the Company
having an obligation either to deliver cash or another financial asset to the holder, or to settle
the obligation other than by the exchange of a fixed amount of cash or another financial asset
for a fixed number of ils own equity instruments.

These financial liabilities are initially recognized at fair value less any directly attributable
transaction costs. After initial recognition, these financial liabilities are subsequently
measured at amortized cost using the effective interest method. Amortized cost is calculated
by taking into account any discount or premium on the issue and fees that are an inlegral part
of the effective interest rate. Gains and losses are recognized in profit or loss when the
liahbilitics arc derecognized or impaired or through the amertization process.

As at March 31, 2021, the Company’s accounts payable and other current liabilities (excluding
statutory payables), notes payable and other noncurrent liability are classified under this

category.

Adoption of New and Amended PERS

The accounting policies adopted are consistenl with those of the previous financial year,
except for the adoption of the following new and amended PFRS which the Company
adopted effective for annual periods beginning on or after January 1, 2019

= PERS 16, Leases

=  Philippine Interprelation TFRIC 23, Uncertainty Quer Income Tax Treatiments

= Amendments to PFRS 9, Financial Instruments - Prepayinent Features with Negative
Comprensation

T be Adopted om Jonuary 1, 2020

= Amendments to References to the Conceptual Framework in PERS

= Amendments to PERS 3 - Definition of a Business

= Amendments to PAS 1, Preseniation of Financial Statenents and PAS 8, Acconnfing Policies,
Changes in Accounting Estimates and Errovs - Definition of Material

Under prevailing circumstances, the adoption of the foregoing amended I'FRS is not expected
to have any material effect on the consolidated financial statements.

Management’s Discussion and Analysis of Key Financial Condition and Results of Operations

The Company became an Internet Services company in January 18, 2000 upon the
stockholders” approval of a restructuring plan which involved changes in the Company's
name, primary purpose, increase in capital stock, declassification of shares, increase in the
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number of directors, and adoption of new by-laws, among other matters. At the same
meeting, the stockholders likewise authorized the Board of Directors to sell all or
substantially all of the assets of the Company, and approved the sale of the mining properlies
and tangible mining assets,

On January 18, 2000, the Company entered into a Deed of Assignment with All-Acacia
Resources, Inc. whereby the Company transferred all its rights over its mining claims located
in the Provinces of Samar and Surigao and all of its mining assets, both tangible and
intangible, used in the Company's mining operations. In consideration therefore, All-Acacia
agreed to assume all liabilities and obligations of the Company, including those relating to
the assignment of advances from stockholders and/or deposits on subscriptions in excess of
P18 million which had been agreed to be converted to equity of the Company, and arrange
for the resignation, retirement or termination of all the Company's personnel relating to the
mining business and pay their corresponding separation or retirement pay, as well as hold
the Company frec and harmless from any expense, liability or obligation arising from the
operation of the Company as of the date of the Agreement.

The change in the Company’s corporate name to “PhilWeb.Com, Inc”, its primary purpose
from a mining and oil exploration company to that of an Internet Service company, increase
in the number of directors to 15, and adoption of new By-laws became effective upon the
approval by the SHC on February 8§, 2000. The SEC subsequently approved Lhe increase in the
Company's authorized capital stock to P26 Billion and the declassification of its common
shares lo one class on March 6, 2000.

At the annual stockholders’ meeting on May 31, 2002, the stockholders approved the change
in corporate name from “FPhilWeb.Com, Inc.” to “PhilWeb Corporation”. The stockholders
also approved the inclusion of the gaming business as an additional secondary purpose of the
Company. The SEC approved these changes on November 5, 2002,

Omn November 28, 2002, the Company sighed a Memorandum of Agreement with Philippine
Amusement and Gaming Corporation (PAGCOR) for the Company to provide PAGCOR
with technical consullancy and marketing services related to Internet Sports Betting.
PAGCOR has launched its Internet Sports Betting website called Basketballjackpot.INet, with
the objective of getting a slice of the US$10 billion worldwide Sports Betling market. In April
2004, the Company launched its internet casino business.

At the annual stockholders’ meeting on May 29, 2003, the stockholders approved the change
in the primary purpose of the Company to develop, design, build, install, own, possess, use,
operate, manage, market and maintain gaming systems, applications, programs, and
operating platforms and facilities of every description, including but not limited lo integrated
and on-line computer systems, terminals, software, servers and touters together with
interconnecting and interlinking telccommunications systems for voice data and multimedia
transmission and interexchange for the transport, storage and processing of messages and
data; to do any and all acts, activities and undertakings in relation to, arising out of and
incidental to the development, design, building, installment, ownership, possession, usage,
operation, management, marketing and maintenance of such gaming systems, applications,
programs, and operating platforms and facilities, including but not limited to the sale and the
leasing of such gaming systems, applications, programs, and operating platforms and
facilities, and the supply and provision of management, operation, technical and marketing
expertise and other advisory and consultation services in relation thereto, including bul not
limited to services to Philippine Amusement and Gaming Corporation (PAGCOR) and, as
permitied by law, other gaming operators.

On June 1, 2006, the Parent Company entered into an Intellectual Property License and
Management Agreement for Internet Casinos with PAGCOR, wherein the Parent Company
has agreed to license to PAGCOR the former’s intellectual property rights to the software
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system and to provide the collateral hardware and other requirements necessary for the
operations of PAGCOR's Internet casino game offering, This supersedes the MMemorandum
of Agreement dated November 28, 2002, Supplemental Agreement No. 1 dated March 18,
2003 and a Supplemental Agreement No. 2 dated June 30, 2003.

On December 17, 2010, Parent Company entered into an Omnibus Amended Intellectual
Property License and Management Agreement (IPLMA) for PAGCOR L-Games with
PAGCOR wherein the Parent Company grants an exclusive intellectual property license to
PAGCOR for the use of its proprietary software system and collateral hardware necessary for
PAGCOR to operate the Internet Casino or PAGCOR e-Games. This supersedes the June 1,
2006 IFLMA, The IPLMA will expire on July 11, 2016.

On July 8, 2016, PACCOR extended the IPLMA [rom July 11, 2006 until August 10, 2016
IPLMA contract expired on August 11, 2016 and has not been renewed.

On August 18, 2017, the Company received a Provisional Accreditation from PAGCOR as an
Fi3S Service Provider of PAGCOR-licensed Gaming Siles for Electronic Games. FPAGCOR
conducted an inspection and testing of company’s servers and gaming facilities as required
under the accreditation Tules. On September 25, 2017, thee Company received a letter from
PAGCOR indicating the company’s compliance in the inspection and testing requirements
mentioned in the Provisional Accreditation. On October 30, 2017, the Company received a
Cerlificate of Accreditation from the PAGCOR as an EGS Service Provider of PAGCOR-
licensed Gaming Siles for Electronic Garmes.

On December 1, 2017, the first 16 electronic gaming locations were allowed to operale under
PhilWeb's Electronic Gaming System platform. On bebruary 20, 2018, PAGCOR then allowed
the Company Lo offer its services to an additional 21 electronic gaming location.

On March 7, 2018, PAGCOR issued a memorandum accepting and processing applications of
new and existing operators to resume the use of the Company’s electronic gaming system,
thereby allowing the Company to fully resume its operations.

2.1 PAGCOR e-Games calés

e-Games was licensed by the Philippine Amusement and Gaming Corporation (PAGCOR) in
2003 to launch e-Games Stations, which are Internet cafés exclusively dedicated to casino
games, With technology provided by PhilWeb, patrons can choose from more than 300 casino
games, including baccarat, blackjack, various slot machine games, video poker and sports
betting. Most e-Games cafés operate on a 24/7 basis.

There were 288 operating e-Games cafés across the country, majority of which are owned and
operaled by independent operators. These e-Games Operators handle day-to-day operations
and get a commission based on the casine winnings of the café.

On August 11, 2016, PAGCOR decided not to renew the Intellectual Property License and
Management Agreement (IPLMA) with PhilWeb. Following the expiration of the said I'LMA
with PAGCOR for the e-Games service, PhilWeb has was unable to provide services to the e-
Games operators, During that time, PhilWeb continued to comply with PAGUOR instructions
on the release of operator funds as well as player credits in their gaming accounts.

On August 14, 2017, PAGCOR published guidelines for the Accreditation of Electronic
Gaming System (EGS) Service Provider. PAGCOR issued its first DGS accreditation to
PhilWeb on October 30, 2017. On December 1, 2017, the first 16 electronic gaming locations
were allowed to operate under PhilWeb's Electronic Gaming System platform.

7



On February 20, 2018, PAGCOR then allowed the Company to offer ils services to an
additional 21 electronic gaming locations. On March 7, 2018, PAGCOR issued a
memorandum accepting and processing applications of new and existing operators Lo resume
the use of the Company’s electronic gaming system, thereby allowing the Company to fully
resume its operations,

Operator Partnersitips

As of the preparation of this report, there are 82 localions across the country that are
operating under PhilWeb.

Content and Services

PhilWeb's Electronic Gaming System platform resumed with the Magic Macau suite of casino
games, These games include wide-area progressive slots, video poker, and electronic table
games such as Blackjack and Baccaral. The Company implemented two more gaming
softwares containing various games during the year. This gives more variety and options for
the customers of eGaming locations,

Aparl from these, PhilWeb also resumed support services being provided to Operators, such
as accounting and reporting, jackpot fund managemenl, remittance management, lechnical
support, marketing and customer service.

Marketing

At the resumption of its Electronic Gaming service, PhilWeb launched a number of marketing
initiatives to build awareness of the return of its platform. Operating sites were provided
with support collaterals covering regulatory announcements, branded content and
promotional activities, PhilWeb also provided financial and logistical support for relaunch
activities under the new platform.

PhilWeb also conducted customer experience enhancement activities such as the daily "Power
Hour" draw and the weekly "Platinum Customer” draw which rewarded customers for
playing and staying loyal to the PhilWeb gaming platform.

2.2 BigGame, Inc.

From 10 operating locations at the start of 2017, BigGGame is now operating 32 locations across
the counlry as of preparation of this report. This was achieved partly through the acquisition
of electronic gaming siles in different parts of the country,

Bigliame's network of cafés funclions as the Company’'s “R&D laboratory” where new
games, strategies and other innovative ideas are first tested. Results, whether positive or
negative, are reported to e-Games operators during the quarterly General Assemblics. If a
new game ot idea delivers positive results and is approved unanimously by the operators,
the BigGarme café in question becomes the standard by which all other BigGame and e-Games
cafés will follow. Because of this rigorous process, BigGame continues to bring in improved
gaming configurations and upgrades for the Company’s various services and amenities.

Best Gaming Lxperience
Bigliame continues to provide the Best Gaming Experience to its customers. Continuous

daily food service has become a mainstay at the BigGame locations since its introduction in
2016,



BigGame continues its site expansion, renovation and refurbishment activities in 2018. The
year ahead will also see more innovations and improvements in player experience. Player
acquisition efforts will also be a focus through activation activities in various entertainment
establishments, BigGame remains committed to increasing customer service levels, as well as
adding sile amenities and creating an ambiance that extends the best gaming expericnce for
pur target market.

2.3 e-Bingo

In an effort to expand and diversify operation, PhilWeh, thru Casy e-Bingo, Inc. (a wholly-
owned subsidiary) acquired two electronic bingo sites located in the National Capital Region.
This provides PhilWeb with valuable insights into another segment of the gaming industry.
Lasy e-Bingo, Inc. is currently operating six e-Bingo locations.

In March 8, 2021, PhilWeb Corporation acquired 16 e-Bingo outlets and 2 e-Bingo machine
suppliers from the Palmary Group. Following this acquisition, PhilWeb now operates 22 e-
Bingo outlets. The acquisition of the 2 accredited e-Bingo machine supplier companies allows
PhilWeb to expand its portfolio of gaming services into e-Bingo outlets, At present, the 2
companics are accredited suppliers to 64 e-Bingo outlets across the country.

2.4 Corporate Services
Finumnce

The PhilWeb Finance Department continued to provide its unwavering support to the growth
of the business through the sound implementation of financial systems, processes and
internal control policies that safeguard the Company assets and resources,

Finance developed the reporting process and reconciliations of progressive jackpot
contributions and actual payouts for slot machine games. This paved the way for PAGCOR to
approve the introduction of new games with large progressive payouls, such as Happy
Golden Ox, Three Stooges and Rudolf's Revenge. The introduction and implementation of
new games was successful not only in creating excitement for our players, bul also in
delivering additional revenue to all our stakeholders,

Another milestone was the implementation of our closed-loop e-wallet which we branded “e-
SAFLE”. The keys to the implementation of e-SAFL were the internal controls and security
measures that we established to ensure thal the client's money is safe and secure. Coupled
with the introduction of new gaming platforms such as MSW, the e-5AFE will now allow
players to place bets to these games using the wallet balance. This will also allow players to
receive payouts through their wallets, which they can keep or withdraw any time they want.
The Company is looking of re-launching this wallet in the near future.

Finance continues to ensure that all cash from the nationwide network of e-Games are
collected on a timely and accurate manner. Through our company-proprietary POS system
and 24/7 operation of our Cash Centers, we are able to monitor cash exposure and thereby
enabling us to collect or replenish the cash needs of each site almost immediately. Our
arrangements with banks, also allow us to replenish the operator and pay the player of the
provincial sites on a real-time basis. The strict implementation of collection policies enables us
to manage our cash with very minimal risk to the Company and [o the operator.

Finance continuously provides financial reports, reconciliations in a timely manner to
management and stakeholders to support key business decisions.

9



Legal

The Legal Department ensures that the inlerests of the Company as well as its subsidiaries
and affiliates are fully protected. Likewise, it makes certain that the Company observes all
laws, rules and regulations relevant to the operation of its business and that it complies with
all the reportorial requirements of various government offices and agencies such as, but not
limited to, the Securities and Exchange Commission, the Philippine Stock Fxchange, the
Board of Investments and the Philippine Economic Zone Authority. In the same manner, the
Legal Department manages and oversees the Company's dealings with concerned local
government units with respect to the issuances of permits and licenses.

The Legal Department is also responsible for the registration of trademarks, palents and
copyrights that are aimed to protect the intellectual property rights of the Company.
Mareover, it is in-charge of reviewing all the contracts that the Company enters into thereby
guaranteeing that the lerms of every agreement are beneficial to the interests of the Company.
Further, the Legal Department handles all cases brought by or against the Company whether
these cases involve civil, criminal or administrative matters. In all, the Legal Department
serves as the legal adviser and consultant of the Company, ever vigilant and protective of the
Company’s rights and interests,

Customer Support

In our continued drive to provide fast and reliable support to all e-Games members,
operators and sile staff, as well as customers of MegaSportsWorld 365 days a year, 24 hours a
day, several changes were introduced in the Cuslomer Support department. New channels
were opened from the traditional hotline and email, to include SMS and chat support through
the Viber app. A new Customer Relationship Management system was likewise implemented
giving the tcam and other key customer facing groups a real time, single source of client
engagements and interactions. With such improvements in place, over 250,000 transactions
were handled last year across all PhilWeb products and the ditfferent channels. Customer
Support has maintained a 92% average answer rate for all inbound calls and written customer
correspondences (email, SMS and chat) were responded to within 30 minutes. On top of all
inbound transactions from wvarious stakeholders, the group has carried out continuous
outbound support for other departments: Marketing - for promo relaled activilies;
Information Technology - for maintenance advisoties; and Finance - for cash collection and
replemishment,

The group aims to enrich and further improve customer experience by providing more
options for individuals lo communicate and interacl with us, streamline processes o shorlen
resolution times, and targeted staff training to reinforce the culture of service in every
member of the Customer Support team.,

2.5 Information Technology

PhilWeb’'s Information Technology group is composed of four functional departments,
namely: Infrastructure, Software Development, Service Delivery and Service Supporl. Each
department’s functions are aligned with PhilWeb's operational requirements as well as its
l."{“'l'.ili‘.l'l'atf.!' needs,

The Infrastructure Department’s primary role is to provide all the components - hardware,
software, network resources, facilities and services - needed to deliver TT services for
PhilWeb's casino and corporate operations. The team is also responsible for the monitoring
and maintenance of these components, providing level bwo support to ensure that operations
are available 24/7.
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The Software Development Department is in charge of creating and implementing software
vital to PhilWeb's casino operations. As of this writing, a number of home grown applications
are in production which will allow PhilWeb to provide a better experience to its operators by
providing a point-of-sales system through which they can record and track member
transactions in the site, Members are provided a better gaming experience by providing
members a facility to manage their membership information as well as loyalty points.
Internally, the group has also developed tools to provide the operational teams such as
Customer Support, Finance Operations, and Casino Operations with the information they
need for their day-to-day activiltics,

The Service Delivery Department is responsible for the implementation and management of
quality IT services. Guided by industry best practices, the group manages delivery of services
through the disciplines of Project Management and Service Management. In line to its vision
to ensure quality, the team also has a Quality Assurance unit which conducts testing on home
grown software prior to customer endorsement in order to ensure that business requirements
are met.

The Service Support Department is in-charge of providing first level technical support and
service monitoring to ensure that IT services arc always available to both internal and
external customers of the Company. There are two groups under this department: a) the
Technical Support team, which monitors and performs first level troubleshooting on services
pertaining to PhilWeb's corporate & casino infrastructure and B) Field Support, which is
tasked to provide first level troubleshooting for e-Games sites. Tickels reported by site
personnel and operators are first escalated to this team for validation and resolution.

The Information Security Department provides guidance on securing and protecting the
privacy of information, and ensures that the institution maintains appropriate operational
controls, standards, processes and Information security policies. There are two groups under
this department a) IT Network Security team, which focuses on PhilWeb's perimeter security
designing and implementing security rules and policies o maintain a secured gaming
environment, b) Information Security Engineering provides application security, endpoint
security and access control management for PhilWeb Corporation.

2,6 Human Resources and Administration
Organizalion Structire

PhilWeb's Human Resources and Administration Departments were re-structured in January
of 2016 and became one division, Human Resources and Administration,  Merging the two
departments was effective and cost efficient maximizing the combined competencies of the
former 2 departments that gave more solid support for the Company.

The Human Resources Department (HIY)
Recruitmient & Selection

Recruitment and Selection in PhilWweb continued to follow siringent procedures lo ensure that
wi are hiring only qualified and competent workforce.

New Hires Orientation covering the Company’s Vision, Mission and Core Values, Culture
and History of PhilWeb, the Organization Chart, Product Training, Policies and Procedures
and Code of Conduct as well as explanation on their Employment Contract - comprise the
outline of the Induction Program and is given prior to turnover to the requesting department.
Technical orientation is handled by the respective department.
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As of March 31, 2021, the Company has total of 155 employees.
Compensation and Benefits

The IR Department ensured timely delivery of compensation and benefits Lo the workforce
and their professional and personal growth were charled through based Terformance
Evaluation/ Appraisal.

Ewmployee Engagement

In addition to workplace learning and development interventions as tool for workforce
retention and engagement, regular general assemblies and other means of communication are
undertaken to gel the workforce pulse as regards the company’s business developments.

Corporate Social Responsibility (C5R)

PhilWcb reaffirms its commitment and responsibility to its stakeholders through sound and
efficient fiscal management of its business from top to departmental level. While this is
foremost in our minds, the responsibility to our constituents and community and the
environment we work in cannot be undermined.

PhilWeb conlinues to share our resources and propagates its advocacy to bring computer
literacy and education to the less privileged of our society even to the farthest and remote
arcas, Consistent with the government’s endeavor of inclusive growth, the donation does nol
only end in the delivery of the hardware but comes with related trainings and applications on
the use of computers and applications.

The Administration Departient

The Administration Team continued to place great effort in cost-effective measures to support
the company’s goal to achieve cconomy and efficiency in its operations without sacrificing
the quality of support they render to PhilWeb.

The Administration Team continued to do their share in the timely delivery of their services,
ensured that needs of the company were met and repairs and preventive maintenance on the
equipment were planned and executed with the least downtime to the Company.

The Human Resources and Administration Division will continue to be a strategic partner of

the different business units of PhilWeb and will continue to contribute to innovation for
excellence inall our endeavors.
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RESULTS OF OPERATION

For the First For the First
Quarter Ended Chuarter Ended
March 31, 2021 Karch 31, 2020

Income Statement
Eevenues 137,936,117 127,243 183
Cuosts and Expenses 121,469,344 123447571
Other Income (Expense) - Net (4,681,262) (4,782,597
Income Tax Expense (Bencfit) 4,630,889 543,746
Met Income (Loss) After Tax 7,154,621 (1,530,731}
Relained Earnings at Beginning of Period 850,469,229 915,975,595
Retained Larnings al End of Period §63.023,851 014,444 8604

Balance Sheel

Current Assets 137,246,385 407,983,554
Total Assels 1,179,178 41 THOEBOT 972
Total [iabilibies 973,240,462 522454 a7
Total Equity 205,488,029 258,353,005

Total revenues increased by TP10.7 million or 84%, to P137.9 million for the three months
ended March 31, 2021 from P127.2 million registered the same period last year. The
improvemenl in revenue is mainly due to the higher number of operating sites and the
impact of the acquisition of two c-Bingo machine supplier and 16 e-Bingo sites in Q1 2021,

Cost and expenses sliphtly decreased by P2.0 million or 1.6% from P123.4 million in Q1 2020
to P121.5 million in Q1 2021 as result of the conlinuous cost reduction and saving measures
implemented by the Company,

Overall, the Company’s EBITDA increased by F14.3 million or 98.0% from P14.6 million in Q1
2020 to P28.9 million in Q1 2021; while net income for the first quarter of 2021 increased by
P8.7 million or 567% from net loss of P1.5 million in Q1 2020 to net income of P6.7 million in
1 2021,

The Company’s key performance indicalors for the three months ended March 31, 2021 and
2020 are the following:

Financial Ratios | March 31, March 31,

: ' 2021 | 2020

MNet Income Margin (Net Income J Net I{Evenueéjl 5.2, : -1.2%

Operating  Income Margin  (Operating  Income / 11.9% 3.0%

MNet Revenue) '

Current Ratio (Current Asscts/Current Liabilities) 0.16:1.00 1.03:1.00

Asset to [quity Ratio (Total Assets / Total Dquity) 5.73:1.00 3.02:1.00

Debt to Equity Ratio (Total Liabilities / Total Equity) 4.73:1.00 2.02:1.00

| Return on Total Assets (Net Income / Tolal Assets) 0.6%, -0.2%
“Return on Total Equity (Net Income / Total Equity) - 35% -06%

Interest Rate Coverape Ratio (EBIT / Interest Expense) - 359%:1.00 0.7:1.0H)
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Performance for the Period January 1, 2021 to March 31, 2021
{Comparison of Balance Sheets as of March 31, 2021 and December 31, 2020)

Cash and Cash Fguizalents

The cash and cash equivalents decreased by 9.2 million or 22.3% wversus last year. The
Company generated cash {rom operation of P28.9 million, used to pay aging payables.

Recetoallis

Receivables decreased by 299,29 million or 84.3% versus lasl year mainly due to the collection
of receivables from sale of treasury shares.

Prepayments and Other Current Assefs

Prepayments and other current assets increased by P'10.9 million or 28.2% versus last year
mainly due to increase in VAT under current assets.

Property and Faquipment

The increased in property and equipment of P230.2 million or 317.6% represents the total
acquisitions of P242.8 million less depreciation of I'12.6 million.

The acquisition of property and equipment mainly pertains to the two e-Bingo machine
supplier and 16-eBingo sites.

Righl-of-trse (RO} Assets

ROU assets amounting to P73.5 million are recognized as a resull of the adoption of new
accounting standard, PERS 16. These represent the right to use the underlying assets during
the lease lerm.

Met Deferred Toax Assets

Net deferred tax assets decreased by P4.6 million or 9.2% due to the application of temporary
difference arising from net operating losses.

Other Noncurrent Asscls

Other noncurrent assets increased by P492.2 million or 384.9% mainly due to the increase in
various deposits and recognition of goodwill and as a result of the acquisition of two e-Bingo
machine supplier and 16-eBingo sites.

Accoints Paoyable wnd Other Current Liabidlitics

Accounts payable and other current liabilities increased by P411.0 million or 181.2% mainly
due to the increase in trade payables.

Netes Payable

There is no movement for noles payable during the period.
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Lease Liabilities

Lease liabilities are recognized as a resull of the adoption of new accounting standard, PERS
16. These pertain to the current and noncurrent portion of lease payment amounting to 36,2
million and P45.0 million, respectively.

Met Retirewnent Linhility

The increased in net retirement liability of P15 million or 40% represents additional
provision for employees” retirement benefits.

Other Nowcurrent Liability

Other noncurrent liability pertains to cash deposits upon opening of electronic gaming to
PhilWeb's BGS.

Capital stock

There is no movement for capital stock during the period.

Additional paid in capital

There is no movement for additional paid in capital during the period.
Retained earnings

The decreased in retained earnings of P7.2 million or 0.8% was altributable to the net income
during the period.

Treastry stock

There is no movemenl for additional paid in capital during the period.

Cuantitative and Qualitative Disclosures on Financial Instruments

The Company's principal financial instruments consist of cash and cash equivalents,
receivables, and accounls pavable and accrued expenses.

The main risks arising from the Company's financial instruments are liquidity risk, credit risk
and market risk. The policies for managing each of these risks are provided below:

a, Credit Risk is limited to the risk arising from inability of a debtor to make payments
when receivables are due. The Company's internet gaming business is made on cash
basis and internet gaming operators are covered by required security deposits. Other
receivables arise from one of transactions and are due and demandable on a shorl-term
basis. Due to these reasons, the Company has no significant exposures to credit risk as of
March 31, 2021.

The carrying amount of receivables represents the Company's maximum exposure to
credil risks in relation to financial asscls.

b. Liquidity risk is the risk that the Company will be unable to meet its obligations as they

fall due. To effectively manaye liquidity risk, the Company monitors its cash flows and
ensures that credil facilities are available to meet its obligation when they fall due.
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c. Market risks is the risk that changes in market prices, such as foreign exchange rates,
interest rates and other market prices will affect the Company’s income or value of its
holdings of financial instruments. The objective of market risk management is lo manage
and control market risk exposures within acceplable parameters, while optimizing, the
refurn.

Fair values

The fair values of the Company's financial instrument approximate their carrying amounts as
of balance sheet date either because of their relatively short-term nature or the interest rates
they carry approximate interest rates for comparable instruments in the market.

Key Performance Indicators of Subsidiaries for the three months ended March 31, 2021

BGl is a wholly-owned subsidiary that started commercial operations in July 2005, BGI's total
revenue for the three months ended March 31, 2021 was at P36.7 million, 22.0% lower as
compared to 2020 total revenue of P46.1 million of the same period.
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Part 1l - Other Information

There are no disclosures not reported under SEC Form 17-C
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SIGNATURES

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

PIILWEB CORPORATION

Repgistrant
¥ E. ROSARIO /—% ﬂid/rrum K. Nﬁq E(
CFO & Comptroller President

April 26, 2021

(uarterly Reporl - Jmmmary 1, 2027 = March 31, 2021
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PHILWEB CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

March 31 December 31
200 2020
{Unaudited) (Audited)
ASSETS
Current Assets
Cash and cash equivalents 31,895,211 41,061,388
Receivables 55,895,958 355,893,313
Prepayments and other current assets 49,355,216 38,504,844
Total Current Assets 137,246,385 435,459,545
Moncurrent Assets
Property and equipment 302,648,329 72,467,685
Right-of-use assets 73,529,566 73,529,566
Met deferred tax assets 45,705,730 50,336,619
Other noncurrent assets 620,048,481 127 BE1,291
Total Moncurrent Assets 1,041,932,106 324,215,761
1,179.178,491 759,675,306
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable and other current liabilities 637,918,298 226 873,251
Motes payable 200,350,000 200,350,000
Current portion of lease liabilities 36,162,504 36,162,504
Total Current Liabilities 874,430,802 463,385,755
Moncurrent Liabilities
Lease liabilities - net of current portion 44,967,593 44 967,593
Met retirement liahility 39,791,067 37,787,551
Other noncurrent liability 14,551,000 14,751,000
Total NMoncurrent Liabilities 98,809,660 97,506,144
973,240,462 60,291,899
Equity
Capital stock 1,517,157,525 1,517,157,525
Additional paid-in capital 656,751,427 656,751,427
Retained earnings B63,623,851 E56,469,220
Accumulated remeasurement gain (5,338,481) (5,338,481)
Treasury shares (2,826,256,293) (2,826,256,293)
Total Equity 205,938,029 198,783,407

1,179,178,491

759,675,306




PHILWEBR CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

March 31 March 31
2021 2020
(Unaudited) (Unaudited)
REVENUES
Gaming application services 72,413,186 63,092,297
Commission income 57,876,156 54,476,803
Service fees 7,646,775 9,674,083
137,936,117 127,243,183
COSTS AND EXPENSES
Operating and administrative expenses 108,870,606 112,634,070
Depreciation and amortization 12,508,738 10,813,501
171,465,344 123,447,571
OPERATING INCOME 16,466,773 3,795,612
OTHER INCOME [CHARGES) - net
Interest income 12,349 8778
Interest expense (4,543,724} 14,782,597}
Miscellaneous - net (149,287) [8,778)
(4,681,262) (4,782,597}
INCOME (LO55) BEFORE INCOME TAX 11,785,511 [986,985)
Income tax expense 4,630,889 543,746
;Eg;;iﬁ;l::;s[sliﬂ!ﬁj J TOTAL COMPREHENSIVE 7.154,622 (1,520,731
MNET INCOME (LOSS}/TOTAL COMPREHENSIVE
INCOME [LOSS) ATTRIBUTABLE TO:
Equily holders of the parent 7,154,622 (1,530,731)
Minority interest - -
7,154,622 (1,530,731}
EARMINGS PER SHARE:
Basic 0.0056 {0.001})
Diluted 0.0056 {0.001)
EARNINGS BEFORE INTEREST, TAXES, DEPRECIATION
28,915,624 14,600,335

& AMORTIZATION




PHILWEB CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

March 31

March 31

2021 (Unaudited)

2020 {Unaudited)

Nurnbetof Amount Bimbier o] Amount
Shares Shares
CAPITAL STOCK
Authorized
Common shares - P1 par value 2,600,000,000 - 2,600,00,000 -
Issued and ocutstanding
Balance at beginning of year 1,472,278,745 1,472,278,745 1,472,278,745 1.472,278,745

Issuance during the period

Common shares 1472278745 1,472,278,745 1,472,278,745 1472278745
Subscribed

Balance at beginning of year 44,878,780 44,878,780 44,878,780 44,878,780
Collection of subscriptions receivable = - -
Subscribed shares 44,878,780 44,878,780 A4, 478,780 44,878,780

1,517,157,525

1,517,157,525

1,517,157,525

1,517,157,525

ADDITIONAL PAID-IN CAPITAL

Balance at end of period 656,751,427 656,751,427
RETAINED EARNINGS

Balance at beginning of year 856,469,229 915,975,595
Met loss for the period 7,154,622 1,530,731)
Balance at end of period 863,623,851 514,444,864
ACTUARIAL LOSS ON PENSION QBLIGATION

Balance at beginning of year (5,338,481} [3,744,518)
Actuarial gain {loss) during the year - 4
Balance at end of period [5,338,481) {3,744, 518)

TREASURY SHARES

Balance at beginning of year (238,424,948) (2,826,256,293) {238,424 048)  {2,826,256,293)
Issuanca during the year - . - 3
Balance at end of peried (238,424,948) |2,825,256,293) {238,424,048) (2,826,256,293)

205,938,029

258,353,005




PHILWEB CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

March 31 March 31
2021 2020
(Unaudited) {Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Income {loss) before income tax 11,785,511 [986,985)
Adjustments for:
Depreciation and amortization 12,598,738 10,813,501
Retirernent benefits cost 1,503,516 1,493,370
Interest income (12,249} (8,778}
Interest expense 4,543,724 4,782,597
Operating income before working capital changes 30,419,140 16,093,705
Decrease [increase) in:
Receivables 299,897,355 1,501,030
Prepaid expenses and other current assets 10,850,372) (843,766)
Increase.{de.v.?rf-_*ase] in accounts payable and other 411,045,047 (6,576,053}
current liabilitias
Net cash provided by operations 730,511,170 7,174,916
Interest received 12,349 8,778
Interest paid (41,543,724) (4,782,597)
Net cash provided by operating activities 725,979,795 2,401,097
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property and equipment {242,779,382) 11,659,256)
Increase in other noncurrent assets {492,166,590) (1,326,391)
Met cash used in investing activities {734,945,972) {2,985,647)
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of loans - (2,250,000}
Decrease in other noncurrent liability {200,000} {100,000}
Met cash used in financing activities (200,000) (3,350,000)
DECREASE IN CASH AND CASH EQUIVALENTS (9,166,177) (3,934,550)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 41,061,388 17,624,126
CASH AND CASH EQUIVALENTS AT END OF PERIOD 31,895,211 33,689,576




PHILWEBE CORPORATION AND SUBSIDIARIES
A Schedule Showing Financial Soundness Indicators in Two Comparative Period as Follows:

lanuary - January -

March 2021 harch 2020

[Unaudited) (Lnaudited)
Current assets (ca) 137,246,385 407,983,554
Total assets (ta) 1,179,178,491 TRO,807,972
Currant liabilities {cl) 874,430,802 397,252,334
Total liahilities (tl) 973,240,462 522,454,967
Total equity (te) 205,938,029 258,353,005
Met income [ni) 7,154,622 11,530, 731)
EBIT 16,316,886 3,786,834
Interest income 12,349 8778
interest expense [ia) (4,543,724) {4,782,597)
Interest - net (4,531,375) (4,773,819

January - January -

March 2021 March 2020
Ratios {Unaudited) (Unaudited)
Current ratio {ca/cl) 0.16 1.03
Debt ratio {thita) 0.83 0.67
Debt to equity [tlfte) 4.73 2.02
Interest coverage ratic (EBIT e} 3.59 .79
Asset to equity (tafte) 5.73 3.02
Gross Profit Margin (Operating Income /
MWet Revenue) 11.9% 3.0%
MNet Profit Margin [Net income [ Net 5 9% —_—
Revenues)
Return on Assets (MI1/TA) 0.6% 0.2%
Return on equity (MI/TE) 3.5% 0.6%

Book value (tefoutstanding shares) 0.16 0,20



PHILWEE CORPORATION AND SUBSIDIARIES
Aging of Receivables Schedule
As of March 31, 2021

Accounts
Warious Trade and Mon-Trade Receivables

Advances 1o Employaes

Total

TOTAL

54,568,725

1,427,233
55,995,958

Past Due
1-30 Days 31-60 Days  More than 60 Days
14,500,812 220,037 39,187,876
113,741 142,177 1,171,315
14,614,553 1,022,214 40,359,191



