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INDEPENDENT AUDITOR’S REFORT

The Board of Directors and Stockholders
CORBOX CORPORATION
Tayud Liloan, Ceba

Report on the Audit of the Financial Statements

Opiaion

{ have audited the financial statements of CORBOX CORPORATION., which comprise the statemeadts of
financial position as at December 31, 2020 and 2019, and the statements of comprehensive incosme, sistements of
changes in equity and statements of vash flows for the years then ended, and notes to the financial statements,
including s sumamary of significant accounting policies.

Tn my opinion, the accompanying financial stetements present fairly, in alf material respects, the fimancial position
of the Company as at Diecemaber 31, 2020and 2019, and its financial perfortmance and its cash flows for the years
then ended in accordanoe with Philippine Financiat Reporting Standards (PFRSs).

Basis for Opinion

1 conducted my audit ip accordance with Philippine Standards on Auditing (PSAs), My responsibilities under
those standands are further described in e Auditor's Responsibilities for the Audit of the Pinancial Staternents
section of my roport, T am independent of the Company in accordance with the Code of Bthics for Professional
Accountants in the Philippines (Code of Ethics) together witly the ethical requirements that are relevant to my
sudit of the financial statements in the Philippines, and 1 have fuifilled my other ethical responsibilities in
accordance with these requirements and the Code of Ethics. 1 believe tht the andit evidence 1 have obtained is
sufficient and appropriate to provide a basis for my opimios.

Responsibitities of Management and Those Charged with Governance for the Financial Staiements
Management is responsible for the preparation and fiir presentation of the financial statoments in accordance with
PERSs, and for such internal control as management determines is necessary to snwble the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

in preparing the financial statoments, management is responsible for assessing the Company’s ability to contitme
as a going concern, disclosing, as applicable, matters relsted to going concern and using the going concem basis
of accounting unless management either intends to liquidate the Company or fo vease operations, or hes no
realistic alternative but fo do so.

Those charged with governance are responsible for overseeing the Company's financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

My objectives is to obtain reasonable assurance about whether the financial statements as a whole are free from
meterial misstatement, whether dus to fraud or error, and to issus an auditor's report that includes my opinion.
Reasonable assurance is o high Jevel of assurauce, but is ot a guarantee that an sudit conducted in accordance
with PSAs will always defect 3 material missiaternent when it exists, Misstaiomients can arise from Gaud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in gccordance with P8As, 1 exercises profissional judgment and malntain professionsl
skepticism throughout the andit. 1 also:

o Identify and assess the risks of materiol misstatement of the fiaancial statements, whether due to freud or
ettor, design rud perform audit provedures responsive to those risks, and abtain audit evidence that is
sufficient and appropriate to provide & basis for my opinion. The risk of not detecting @ material
risstatement resuiting from fraud is higher than for one resulting from error, as fraud may iavolve
coltusion, forgery, intantional omissions, misrepresentations, or the override of internal control,
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CERTIFIED PUBLIC ACCOUNTANT
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« Obtain an understanding of infemal controt relevant to the audit in order to design audit procedures that
are appropriste in the circumstances, but not for the purpose of expressing an upinion on fhe
effectivenesa of the Company’s internal control.

s+  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and refaved disciosures made by mavagement.

e Conclude on the appropristeness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether & material uncertainty exists related to evenis or
conditions that may vast significant doubt on the Company’s ability to continue as 4 geing concem. K1
conclude that 8 material uncertainty exists, | am required to draw attention in my auditor’s repert to the
refated disclosures in e financial statements or, if such disclosures are inadeguate, to modify my
opinion. My conclugions are based on the audit evidence obtained up to the date of my auditor’s report.
However, future svents or conditions may cause the Company to cease to continue as & going concern.

e Evaluate the overall presemtation, structure and content of the financial statevnents, mcloding ithe
disclosures, and whether the financial statements represent the underlying transactions and events in 2
manner that achieves fair presentation.

I will communicate with those charged with governance regarding, among other mutters, the plaaned scope and
timing of the audit and sigaificant audit findings, including any significant deficiencies in irternal control that [
had identified during my andit.

Report on the Supplementary Information Required Under Revenue Regulations 15-2010

My audit wes conducted for the purpose of forraing an opinion on the basic financial statements taken as s whole,
The supplementsry information on faxes, duties and license fees to the financial statemsents is presented for
Burean of Internal Revenue purposes and Is not a required part of the Basic finlancial statements, Such informetion
is the responsibility of the management. The Information has been subjected to the anditing procedures applied in
my audit of the basic {inancial steteronts. I sy opinion, the informution is fairly stated in alf muteriad respocts in
relation i the basic financial statements taken as a whole,

GERTRUDES TAN MATA, CPA

TIN No. 118-928-672

PRC Board Cert, No, 47310

RBIR Acereditation No.

AN: 13-002211-002-2019 until Feb. 20, 2022
PRC/BOA Registration No.0939 until Nowv. 23, 2022
PTR No, 2421528 dated, 01/08/2021 Cebu City

April 12, 2021
Cebu City, Philippines




CORBOX CORPORATION
STATEMENTS OF FINANCIAL POSITION

FOR THE YEARS ENDED DECEMBER 31, 2020 and 2019

Note(s) 2020 3019
ASSETS
CURRENT ASSETS
Cash and cash equivalents 3&S 47,505,627.00 71,563,916.00
Accounts Receivable J&e6 $16,114,279.00 543,537,802.00
Inventaries 3&7 1,869,644,149.00 1,911,729,531.00
Other Current Assets 8 27.646,548.00 33,966,884 .00
Total Current Asseis 2,460,910,603.00 2,560,798,133.40
NONCURRENT ASSETS
Property, plant and equipment - net 3&9 510,725,720.00 497,033,542.00
Security Deposits 349,416.00 349.416.00
Total Noncurrent Assets 511,075,136.00 407 .382,958.00

TOTAL ASSETS

2,971,985,739.00

2.968,181,091.00

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
Accounts payable and accrued expenses 10 2,412,497,359.00 2,311,241,191.69
Income Tax Payable 11 17,650,542.80 19,908,685.00
Other cusrent Habilities 12 1,898,720.060 1,819,124.00
Loans Pavable 13 121,831,579.00 252,488.,528.00
Tots 2.553,978,200.00 2,585.457,528.00
TOTAL LIABILITIES 2.553,978,200.80 2.585,457,528.00
STOCKHOLDERS' EQUITY
Capital stock i4 150,000,000.00 150,000,000.00
Retained Eamings 268,007,539.00 232,723,562.00
Total Stockhoiders' Equity 418,007,539.00 382,723,562.00
2,971.985.739.00 2.568,181.090.00
—ma

See accomparying Notes to Financial Statements




CORBOX CORPORATION
STATEMENTS Of COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2020 & 2019

2020 2019
SALES - NET Note 2 & 15 2,481,487,310.00 2,500,806,676.60
COST OF GOODS SOLD Note 16 2,339,601,158.00 2,355,618,552.00
GROSS PROFIT 141,886,152.00 145,188,124.00
OPERAﬂNG EXPENSES Note 17 83,051,011.00 $1,764,206,00
INCOME (LOSS) BEFORE TAX i 58,835,141.00 $3,423,918.60
PROVISION FOR INCOME TAX Nete it 17,650,542.00 19,908,685.00
NET INCOME AFTER TAX 41,184,569.00 43,515,233.00
OTHER INCOME
Interest Income 102,850.00 103,738.00
NET INCOME (LOSS! 41,287,449.00 43,618,971.00
See accompanying Notes to Fipancial Statements :
i ok \ £
\ MAY {1 2020



CORBOX CORPORATION

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YRARS ENDED DECEMBER 31, 2020 & 2019

Caplaal Stock Retnlned Earninga Total
Appropeiated Unappropdsted

BALANCE AT JANUARY 01, 2019 150.,000,000.00 $5,000,00000  109,591,712.00 344,591,712.00
Additionat Appropreiton for the year 60,600,000.00  (50,000,000.00)

Net income {loss) for the year N 46,000,600.00 361857100 43,618,97L.00
Prior Year Adjustments (Deficiency Tax) - (2,487,121.00)  (2,487,121.00)
Cash Dividends {3.000,000.00)  (3.000,000.00)
BALANCE AT DECEMBER 31, 2018 150,000.000.00  185,000,000.00 47,723,562.00  382,723,562.00
BALANCE AT JANUARY 01,2020 156,000,600.00  185,000,000.00  47,723,562.00 382,123,562.00
‘Net income {logs) for the year - . 41,287,4490.00 41,287,449.00
Prior Year Adjustments (Deficiency Tax) (B,003472.00)  (3,003,472.00)
Cash Dividends (3,000,000,00) (3,000,000.00)
BALANCE AT DECEMBER 131, 2020 150.000,000.00 _ 185,000,000.00 __ $3.007.539.00 418,007,539.00

So2 acsonpanylng Netes to Finenclal Siatements



CORBOX CORPORATION
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2020 & 2019

2020 2019
CASH FLOWS FROM OPERATING ACTIVITIES
income (loss) before Income tax 58,835,141.00 63,423,918.00
Adjustrment for:
Depreciation 37,524,365.00 22,286,374.60
Other Income . 102,850.00 103,738.00
Prior Year Adjustments (Deficiency Tax) (3,003,473.00) (2,487,121.00)
OPERATING INCOME BEFORE 93,458,883.00 83,326,905.00
WORKING CAPITAL CHARGES
Decrease (increase) in;
Ascounts Receivable 27,423,523.00  (106,233,050.00)
Inventories and supplies 42.085,382.00 {427,010,805.00)
Other Carvent Assets 6,320,336.00 (6,908,603.00)
Increase (decrease) in:
Accounts payable and sccrued expenses 101,256,168.00 825,574,494.00
Income Tax Paid (19,908,685.00) {19,030,603.00)
Other current liabilities 179,596.00 (374,456.00)
Net cash provided by operating activities 250,815,203.00 349,343,886.00

CASH FLOWS FROM INVESTING ACTIVITIES
Addition to Property and Equipment

(141,216,543.00)

(98,751,050.00)

Net cash used in investing activities (141,216,543.00) (98,751,050.00)
CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds (Payments) from Loans Payable {130,656,549.00) {236,534,058.00)
Additional Paid up Capital

Cash Dividends Paid (3.000,000.00) (3.,000,000.00)
Net cash provided by (used in) financing activities (133,656.949.00)  (239,934,058.00)
NET INCREASE (DECREASE) IN CASH

AND CASH EQUIVALENTS {24,058,289.00) 10,638,778.00
CASH AND CASH EQUIVALENTS

BEGINNING OF YEAR 71,563,916.00 60,905,138.60
CASH AND CASH EQUIVALENTS

ATEND OF YEAR 47.505,627.00 71,563.916.00

See accomparying Notes to Financial Swotements



CORBOX CORPORATION.
NOTES TO FINANCIAL STATEMENTS

1. CORPORATE INFORMATION

Corbox Corporation is a domestic stock corporation incorporated under the Jaws of the Republic of
the Philippines. It was registered with the Securities and Exchange Commission on December 18,
2002 under Reg. No. (200201437 and with the Burean of Internal Revenue under Reg. No.
ARCO000073496 dated January 06, 2003 with TIN 221-721-131-000. The primary putpose is to
engage in business as o general merchant, specializing in but not limited to the sales, meanufacturing
of containers, boxes of papers and paperboard, trading, importing, exporting and service of
packaging. The company operates within the Philippines.

The registered office address of Corbox Corporation is Jocated at Tayud, Liloan, Cebu.

The financial statements as of December 31, 2020 were authorized and approved for issue by the
Board of Directors on April 09, 2021.

5. BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE

Basis of Preparation

The accompanying financial statements of the Company have been prepared on the historical cost
basis, except for the derivative fmancial instruments, investments held for trading and available-for-
sale (AFS) investments, which have all been measured at fair value. The financial statemenis are
presented in Philippine peso, which is the Company’s functional and presentation currency under
Philippine Financial Reporting Standards (PFRS). All values are not rounded to the nearest peso (P
0.00), except when otherwise indicated,

The accempanying financial statements bave been prepared on a going comcern basis, which
contemplate the realization of assets and setflement of liabilities in the normal course of business.

Statement of Compliance

The consolidated financial statements have been prepared in compliance with PFRS. PFRS includes
staternents named PFRS, Philippine Accounting Standards (PAS) and Philippine Interpretations from
International Finencial Reporting lnterpretations Committee (IFRIC) issued by the Financial
Reporting Standards Council (FRSC).

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted are consistent with those of the previous year presented in the
consolidated financial statements, except for the changes in accounting policies as explained befow.
The adoption of the amended standards and interpretations did not have any impaci on the financial
statements.

Adoption of Amendment {0 Standards and Interpretations

The FRSC approved the adoption of a number of amendments to standards and interpretations as part
of PFRS. The Company has adopted the following amendments to PFRS 7 and interpretation starting
Jasuary 1, 2013 and accordingly, changed its accounting policies.

« Amendtients to PFRS 7, Disclosures - Transfers of Financial Assets, which requires additional
disclosures about transfers of financial assets. The amendments require disclosure of information
that enables users of the consolidated financial statements to understand the relationship between
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transferred financial assets that are not derecognized in their entirety and the associated ligbilities;
and to evaluate the nature of, and risks associated with, the entity’s continuing involvement in the
derecognized financial assets.

s PIC Q&A No. 201103, Accounting for Inter-company Loans, provides guidance on how should
an interest free or below market rate loan between companies be accounted for in the separate or
stand-alone financial statements of the lender and the borrower (i) on the initial recognition of the
toan; and (ii) during the periods to repayment.

The adoption of the above amendments to PFRS 7 and interpretation did not have a material effect on
the consolidated financial statements. Additional disclosures required by the amendments to PFRS 7
and interpretation wese incfuded in the consolidated financial statements, where applicable.

New and Revised Standards, Amendments to Standards and Interpretations Not Yet Adopted

A number of new and revised standards, amendments to standards and interpretations are effective for
annual periods beginning after January I, 2013, and have not been applied in preparing the
consolidated financial statements, Those which may be relevant to the company are set out below.
Except as olherwise indicated, none of these is expected to have a significant effect on the
consolidated financial siatements of the company. The company does not plan to adopt these
standards early.

The company will adopt the following new and revised standards, amendments t¢ standards and
interpretations on the respective effective dates:

e Presentation of Items of Other Comprehensive Income (Amendments to PAS 1, Presentation of
Financial Statements). The amendments: (3) require that an entity present separately the ilems of
other comprehensive income that would be reclassified to profit or loss in the future if certain
conditions are met from those that would never be reclassified to profit or loss; (b) do not change
the existing option to present profit or loss and other comprehensive iacome in two statements;
and {c) change the title of the consolidated statement of comprehensive income 10 consolidated
statement of profit or loss and other comprehensive income. However, an entity is still allowed to
use other titles. The amendments do not address which items are presented in other
comptehensive income or which items need to be reclassified. The requirements of other PFRS
continue to apply in this regard. The adoption of the amendments is required for annual periods
beginning on or after July 1, 2013,

e Disclosures: Offsetting Financial Assefs and Rinancial Liabilities (Amendments to PFRS 7).
These amendments include minimum disclosure requirements related to financial assets and
financial labilities that are: (@) offset in the consolidated statements of financial position; or (b)
subject to enforceable master netting arrangements or similar agreements. They include a tabular
reconciliation of gross and net amounts of financial assets and financial liabilities, separately
showing amounts offset and not offset in the consolidated statements of financial position. The
adoption of the amendments is required to be retrospectively applied for annual periods beginning
on or after January 1, 2014,

« PRRS 10, Consolidated Financial Statements, introduces & new approach to determining which
investees should be consolidated and provides a single model to be applied in the contro! analysis
for all investees. An investor controls an investee when: (3) it is exposed or has rights to variable
returns from its involvement with that investee; (b) it has the ability to affect those returns through
its power over that investee; and (c) there is a link between power and retums. Control is
reassessed as facts and circumstances change. PFRS 10 supersedes PAS 27 (2008), Consolidated
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and Separate Financial Statements and Philippine Interpretation Standards Interpretation
Committee (SIC) - 12, Consolidation - Special Purpose Entities. The adoption of the new standard
may result to changes in consolidation conclusion in respect of the company’s invesices which
may lead to changes in the current accounting for these investees. The adoption of the new
standard is required for annual periods beginning on or after January 1, 2014

PERS 11, Joint Arrangements, focuses on the rights and obligations of joint arrangements, rather
than the legal form (as is currently the case). The new standard: (a) distinguishes joint
arrangesments between joint operations and joint ventures; and (b) efiminates the option of using
the equity method or proportionate consolidation as it always requires the use of equity method
for jointly controlled entities that are now called joint ventures. PFRS 11 supersedes PAS 31,
Interests in Joint Ventures and Philippine Interpretation SIC 13, Jointly Controlled Entities - Non-
Monetary Contributions by Veuturers. The adoption of the new standard is requited for annual
periods beginning on or after January 1, 2014,

PERS 12, Disclosure of Interests in Other Entities, contains the disclosure requirements for
entities that have interests in subsidiaties, joint arrangements (i.e, joint operations or joint
ventures), associates and/or unconsolidated structured entities. The new standard provides
information that enables users o evaluate: () the nature of, and risks associated with, an entity’s
interests in other entities; and (b} the effects of those interests on the entity’s financial position,
financial performance and cash flows. The company is currently assessing the disclosure
requirements for interesis in subsidiaries, joint arvangements aud assoclates in comparison with
the existing disclosure. The adoption of the new standard is required for annual periods beginning
on or after January 1, 2014

Consolidated Financial Statements, Joint Arrangements and Disclosure of Interests in Other
Entitles: Transition Guldance (Amendments to PFRS 10, PFRS 11, and PFRS 12). The
amendments: (a) simplify the process of adapting PFRS 10 and 11, and provide relief from the
disclosures in respect of unconsolidated structured entities; (b) simplify the transition and provide
additional relief from the disclosures that could have been onerous depending on the extent of
comparative information provided in the consofidated financial statements; and () limit the
restatement of comparatives to the immediately preceding period; this applies to the full suite of
standards. Entities that provide comparatives for more than one period have the option of leaving
additional comparative periods unchanged. In addition, the date of initial application is now
defined in PFRS 10 as the beginning of the annual reporting period in which tho standard is
applied for the first time. At this date, an entity tests whether there is a change in the consolidation
conclusion for its investees. The adoption of the amendments is required for annyal periods
beginning on or afier January i,2014,

PFRS 13, Fair Value Measurement, replaces the fair value measurement guidance contained in
individual PFRS with a single source of fair value measurement guidance. It defines fair valus,
establishes & framework for measuring fair value and sets out disclosure requirements for fair
value measurements. It explains how to meastre fair value when it is required or permitted by
other PFRS. It does not introduce new requirements 10 measure agsets or labilities at fair vaive
nor does it eliminate the practicability exceptions 1o fair value measurements that currently exist
in certain standards. The company is currently reviewing its methodologies in determining fair
values. The adoption of the new standard is required for annual periods beginning on or after
January 1, 2014,

PAS 19, Employee Benefits (Amended 2011), includes the following requirements: (g) actuarial
gains and losses are recognized immediately in other comprehensive income; this change will
remove the corridor methiod and eliminate the ability for entities to recognize all changes in the
defined benefit obligation and in plan assets in profit or loss, which is currently allowed under



4

PAS 19; and (b) expected return on plan assets recognized in profit or loss is calculated based on
the rate used to discount the defined benefit obligation. The adoption of the amendments is
required to be retrospectively applied for annual periods beginning on or after January 1, 2014.

PAS 27, Separate Financial Statements (2011), supersedes PAS 27 (2008). PAS 27 (2011) carries
forward the existing accounting and disclosure requirements for separate financial statements,
with some minor clarifications. The adoption of the amendments is required for annual periods
beginning on or after January 1, 2014.

PAS 28, Investments in Associates and Joint Ventures (2011), supersedes PAS 28 (2008). PAS 28
(2011) makes the following amendments: (8) PFRS 5, Noncurrent Assets Held for Sale and
Discontinued Operations, applies to an investment, or a portion of an investment, in an associate
or a joint venture that meets the criteria to be classified as held for sale; and (b) on cessation of
significant influence ot joint control, even if an investment in an associate becomes an invesiment
in 2 joint venture or vice versa, the entity does not re-measure the retained interest. The adoption
of the amendments is not expected to have an effect on the consolidated financial statements since
the company continues to account for its investments in associates at equity method. The adoption
of the amendments is required for annual periods beginning on or after January 1, 2014,

Improvements to PFRS 2009-20i1 contain amendments to 5 standards with consequential
amendments to other standards and interprefations, of which only the following are applicable o
the company’

o Comparative Information beyond Minimum Requirements (Amendments 10 PAS 1). These
amendments clarify the requirernents for comparative information that are disclosed voluntarily
and fhose that are mandatory due to retrospective applicstion of an accounting policy, or
retrospective restatement or reclassification of items in the consolidated financial statements. An
gntity must include comparative information in the related nofes to the consolidated financial
staterments when it voluntarily provides comparative information beyond the minimum required
comparative period. The additional comparative period does not need to contain a complete set of
consolidated financial statements. On the other hand, supporting notes for the third balance sheet
(mandatory when there is 2 retrospective application of an accounting policy, or retrospective
restatement or reclassification of items in the consolidated financial statements) are ot required.
The adoption of the amendments is required for annual periods beginning on or after January 1,
2414,

o Presentation of the Opening Statement of Finangial Pasition and Related Notes (Amendments to
PAS 1). The amendments clarify that: (a) the opening consolidated statement of financial position
is required only if there is: (i} a change in accounting policy; (ii) a retrospective restatement; of
(iif) a reclassification has a material effect upon the information in that consolidated statement of
financial position; (b) except for the disclosures required under PAS 8§, Accounting Policies,
Change in Accounting Estimates and Errors, notes related to the opening consolidated statement
of financial position are no longer required; and (¢) the appropriate date for the opening
consolidated statement of financial position is the beginning of the preceding period, rather than
the beginning of the earliest comparative period presented. This is regardless of whether an entity
provides additional comparative information beyond the minimum comparative information
requirements. The amendment explains that the requirements for the presentation of notes related
to additional comparative information and those related to the opening consolidated statement of
financial position are different, because the underlying objectives are different. Consequential
amendinents have been mede to PAS 34, Interim Pinancial Reporting. The adoption of the
amendments is required for annual periods beginning on or after January 1, 2014.

o Classification of Servicing Equipment (Amendments to PAS 16, Property, Plant and
Equipment). The amendments clarify the accounting of spare parts, stand-by equipment and
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servicing equipment. The definition of ‘property, plant and equipment’ in PAS 16 is now
considered in determining whether these items should be accounted for under this standard. If
these items do not meet the definition, then they are accounted for using PAS 2, Inveniories. The
adoption of the amendments is required for annual periods beginning on or after Januvary 1, 2014.

o Income Tax Consequences of Distributions (Amendments to PAS 32, Financial Instruments
Presentation). The amendments clarify that PAS 12, Income Taxes applies to the accounting for
income taxes relating 1o: (a) distributions to holders of an equity instrument; and (b) transaction
costs of an equity transaction. This amendment removes a8 perceived inconsistency between PAS
39 and PAS 12. Before the amendment, PAS 32 indicated that distributions to holders of an equity
instrument are recognized directly in equity, net of any related income tax. Howsver, PAS 12
generally requires the tax consequences of dividends to be recognized in profit or loss. A similar
consequential amendment has also been made fo Philippine Interpretation IFRIC 2, Members’
Share in Co-operative Entitics and Similar Instruments. The adoption of the amendments is
required for annual periods beginning on or after January 1, 2014,

o Segment Assets and Liabilities (Amendmenis 10 PAS 34). This is amended to align the
disclosure requirements for segment assets and segment {iabilities in interim consolidated
financial stalements with those in PFRS 8, Operating Segments. PAS 34 now requires the
disclosure of a measure of total assets and labilities for & particular reportable segment. in
addition, such disclosure is only required when: {a) the amount is regularly provided to the chief
operating decision maker; and (b) there has been a material change from the amount disclosed in
the last annual consolidated financial statements for that reportable segment. The adoption of the
amendments Is required for annual periods beginning on or after January 1, 2014,

Offsetting Financial Assets and Financial Liabilities {Amendments to PAS 32). The amendments
clarify that: (a) an entity currently has a legally enforceable right to set-off if that right is: () not
contingent on 2 future event; and (ii) enforceable both in the normal course of business and in the
event of default, insolvency or bankruptey of the entity and all counterparties; and (b) gross
settlement is equivalent to net settlement I and only if the gross settiement mechanism has
features that: (i) eliminate or result in insignificant credit and liquidity risk; and (if) process
receivables and payables in a single settlement process or cycle. The adoption of the amendments
is required to be retrospectively applied for annual periods beginning on or after January 1, 2014.

Investment Entities [Amendments to PFRS 10, PFRS 12, and PAS 27 (2011)}. The amendments
provide consolidation exception for investment funds und require qualifying investment entities to
recognize their investments in controtled entities, as well as investments in associates and joint
veritures, in & single line item in the statement of financial position, measured at fair value through
profit o loss; the only exception would be subsidiaries that are considered an extension of the
investment entity’s investing activities. However, the parent of an investment entity (that is not
itself an investment entity) is still required to consolidate all subsidiaries. This consolidation
exception is mandataty. The adoption of the amendments is required for annual periods beginning
on or after January 1, 2014,

PFRS 9, Financial Instruments (2010} and (2009). PFRS 9 (2009) introduces new requirements
for the classification and measurement of financial assets, Under PFRS 9 (2009), financial assets
are classified and meastred based on the business model in which they are held and the
characteristics of their contractual cash flows. PFRS 9 (2010) introduces additions relating to
fingncial liabilities. The IASB currently has an active project to make limited amendments to the
classification and measurement requirements of PFRS 9 and add new requirements to address the
impairment of financial assets and hedge accounting. The adoption of the new standard is
expected to have an effect on the classification and measurement of the company’s financial
assets. PFRS 9 (2010 and 2009) is effective for annual periods beginning on or after January 1,
2015,



Financial Assets and Financial Liabilities

Date of Recognition. The company recognizes a financial asset or a financial liability in the
consolidated statements of fingnelal position when it becomes a party to the contractual provisions of
the instrument. In the case of a regular way purchase or sale of financial assets, recognition is done
using setilement date accounting.

Initial Recognition of Financial Instruments. Financial instruments are recognized initially at fair
value of the consideration given (in case of an asset) or received (in case of a liability). The insitial
measurement of financial instruments, except for those designated as at FVPL, includes transaction
costs. ’

The company classifies its financial assets in the following categories: held-to-maturity (HIM)
investments, AFS financial assets, financial assets at FVPL and loans and receivables. The company
classifies its financial lishilities as either financial liabilities at FVPL or other financial liabilities. The
classification depends on the purpose for which the investments are acquived and whether they are
quoted in an active market. Management determines the classification of its financial assets and
financial Giabilifies at initial recognition and, where aflowed and appropriate, re-evaluates such
designation at every reporting date.

Determination of Fair Value. The fair value of financial instruments traded in active markets at the
reporting date is based on their quoted market price or dealer price quotations (bid price for long
positions and ask price for short positions), without any deduction for transaction costs. When current
bid and ask prices are not available, the price of the most recent transaction provides evidence of the
current fair value as long as there is no significant change in economic circamstances since the time
of the transaction.

For all other financial instruments not listed in an active market, the fair value is determined by using
appropriste valuation techniques. Valuation techniques include the discounted cash flow method,
comparison to similar instruments for which market observable prices exist, options pricing models
and other relevant valuation models.

‘Day 1’ Profit. Where the transaction price in a non-active market is different to the fir value from
other observable current market traisactions in the same lnstrument of based on a valuation technique
whose variables include only data from observable market, the company resognizes the difference
between the transaction price and the fair value {(a ‘Day 1’ profit) in profit or loss unless it qualifies
for recognition as some other type of asset. In cases where data used is not observable, the difference
between the transaction price and model value is only recognized in profit or loss whea the inputs
become obscrvable or when the instrument is derecognized. For cach fransaction, the company
determines the appropriate method of recognizing the ‘Day I’ profit amount.

Financial Assets
Financial assets include Cash, Trade and Other Receivables.

Cash are stated at face value. Cash includes cash in bank and petty cash fund. Cash in bank in savings
accounts earn interest at the respective bank deposit rates and these are deposits held at call with
banks. Petty cash funds are intended as working funds for a small amount of expenses such as
periodicals, reproduction cost, transportation, eic.

Trade receivables are recognized and carried at original invoice amount less an aflowance for any
uncolfectible amount, An estimate of doubtful accounts is made when collection of the full amount is
no longer probable.

Financial Assets at FVPL. A financial asset is classified as at FVPL if it is classified as held for
trading or is designated as such upon initial recognition. Financial assets are designated as at FVPL if
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the company manages such investments and makes purchase and sale decisions based on their fair
value in accordance with the company’s documented risk management or investment strategy.
Derivative instruments (including embedded derivatives), except those covered by hedge accounting
relationships, are classifled under this category.

Financial assets are classified as held for trading if they are acquired for the purpose of selling in the
near term.

Financial assets may be designated by management at initial recognition as at FVPL, when any of the
following criteria is met:

e the desighation eliminates or significantly reduces the inconsistent treatment that would otherwise
arise from measuring the assets or recognizing gains or josses on a different basis;

e the assets are part of a company of financial assets which are managed and their performances are
evaluated on a fair value basis, in accordance with a documented risk management or investment
strategy; or

e the financial instrument contains an embedded derivative, unless the embedded derivative does
not significantly modify the cash flows or it is clear, with little or no analysis, that it would not be
separately recognized.

Derivative instrumenis are initially recognized at fair value on the date in which a derivative
transaction is entered into or bifurcated, and are subsequently re-msasured at fair value. Derivatives
are presented in the consolidated statements of financial position as assets when the fair value is
positive and as liabilities when the fair value is negative. Gains and fosses from changes in fair value
of these derivatives are recognized under the caption marked-to-market gains (losses) included as part
of “Other income (expenses)” in the consofidated statements of income,

The fair values of freestanding and bifurcated forward currency iransactions are calculated by
reference fo current exchange rates for contracts with similar maturity profiles, The fair values of
commodity swaps are determined based on quotes obtained from counterparty banks.

The combined carrying amounts of financial assets under this category amounted to P
2,971,985,740,00 and P 2,968,181,051.00 as of December 31, 2020 and 2019, respectively (Note 3, §,
6 and 8).

Loans and Receivables. Loans and rcceivables are mon-derivative financial assets with fixed or
determinable payments and maturities that are not quoted in an aciive market, They are not entered
into with the intention of immediate or short-term resale and are not designated as AFS financial
asseis or financial assets as at FVPL.

Subsequent to initial measurement, loans and receivables are carried at amortized cost using the
effective interest rate method, less any impairment in value. Any interest earned on loans and
receivables shall be recognized as part of “Interest income” in the consolidated statements of income
on an accrual basis, Amortized cost is caloulated by taking into account any discount or premium on
acquisition and fees that are an integral part of the affective interest rate. The periodic amortization is
also included as part of “Interest income” in the consolidated statements of income, Gains or losses
are recognized in profit or loss when loans and receivables are derecognized or impaired, as well as
through the amortization process.
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The company’s cash and cash equivalents, trade and other receivables, due from related parties and
long-term receivables are included in this category.

Cash inchides cash on hand and in banks which are stated at face value. Cash equivalents ave short-
term, highly liquid investments that are readily convestible to known amounts of cash and are subject
to an insignificant risk of changes in value.

"fhe combined carrying amounts of financial assets under this category amounted to P 47,505,628.00
and P 71,563,916.00 as of December 31, 2020 and 2019, respectively (Note 3 & 5).

HTM vestinents. HIM investments are quoted non-derivative financial assets with fixed or
determinable payments and fixed maturitics for which the company’s management has the positive
intention and ability to hold to maturity, Where the company sells other than an insignificant amount
of HTM investments, the entire category would be tainted and reclassified as AFS financial assets.
After initial measurement, these investments are measured at amortized cost using the effective
interest rate method, less impairment in value. Any interest eared on the HTM investments shall be
recognized as part of “Interest income” in the consolidated statements of income on an accrual basis,
Amortized cost is calculated by taking into account any discount or premium on acquisition and fees
that are an integral part of the effective interest rate. The periodic amortization is also included as part
of “Interest income” in the consolidated statements of income. Guains or losses are recognized in profit
or loss when the HTM investments are derecognized or impaired, as well as through the amortization
process.

The company has no investments accounted for under this category during the year.

AFS Financial Assets. AFS financial assets are non-derivative financial assets that are either
designated in this category or not classified in any of the other financial asset categories. Subseguent
to initial recognition, AFS financial assets are meastred at fair value and changes therein, other than
impairment losses and foreign currency differences on AFS debt instruments, are recognized in other
comprehensive income and presented in the consolidated statements of changes in equity. The
effective yield component of AFS debt securities is reported as part of “Interest income” in the
consolidated statements of income. Dividends earned on holding AFS equity securities are recognized
as “Dividend income” when the right to receive payment has boeen established, When individual AFS
financial assets are either derecognized or impaired, the related accomulated unrealized gains of
losses previously reported in equity are transferred to and recognized io profit or loss.

AFS financial assets also include unquoted equity instruments with fair values which cannot be
roliably determined, These instruments are carried at cost less impairment in value, ifany

The company’s investments in equity and debt securities included under “Available-for-sale financial
assets™ account are classified under this category (Note &).

The carrying amounts of financial assets under this category are nil during the year.

Financiaj Liabilities

Financisl Liabilities at FVPL. Pinancial Habilities are classified under this category through the fair
valuye option, Derivative instruments (including embedded dertvatives) with negative fair values,
except those covered by hedge accounting relationships, are also classified under this category.

The company carries financial liabilities at FVPL using their fair values and reports fair value
changes in profit or loss.



The company’s derivative liabilities are classified under this category
The carrying amounts of financial liabilitics under this category are ail during the year

Other Financial Liabilities. This category pertains to financial liabilities that are not designated or
clagsified as at FVPL. After initial measurement, other financial liabilities are carried at amortized
cost using the effective interest rate method, Amortized cost is calculated by taking into account any
premium or discount and any directly attributabie transaction costs that are considered an integral part
of the effective interest rate of the lability.

The company’s liabilities arising from its short term loans, trade and other payables, long-term debt,
cash bonds and other noncurrent liabilities are included under this category.

The comblned carrying amounts of financial labilities under this category amounted to P
2,533,078,200.00 and P 2,311,241,191.00 as of December 31, 2020 and 2019, respectively.

Debt Issue Costs
Debt issue costs are considered as directly attributable transaction cost upon initial measurement of

the related debt and subsequently in the calculation of amostized cost using the effective interest
method.

Freestanding Derivatives

For the purpose of hedge accounting, hedges are classified as either: a} fair value hedges when
hedging the exposure to changes in the fair value of a recognized asset or liability or an wrecognized
firm commitment (except for foreign currency risk); b) cash flow hedges when hedging exposure t©
variability in cash flows that is either attributable fo & particular risk associated with a recognized
asset or lability or a highly probable forecast fransaction or the foreign currency risk in an
unrecognized firm commitment; or ¢) hedges of a net investment in foreign operations.

At the inception of a hedge relationship, the company formally designates and documents the hedge
relationship to which the compeny wishes to apply hedge sccounting and the risk management
objective and strategy for undertaking the hedge. The docomentation includes identification of the
hedging instrument, the hedged item or transaction, the nature of the risk being hedged and how the
entity will assess the hedging instrument’s effectiveness in offsetting the exposure to changes in the
hedged item’s fair value or cash flows attributable fo the hedged risk. Such hedges are expected to be
highly effective in achieving offsetting changes in fair value or cash flows and are assessed on an
ongoing basis to determine that they actually have been highly effective throughout the financial
reporting periods for which they were designated.

Fair Value Hedge. Derivatives classified as fair value hedges are carried at fair value with
corresponding change in fair value recognized in profit or loss. The carrying amount of the hedged
asset or lability is also adjusted for changes in fair value ateributable to the hedged item and the gain
or loss associated with that re-measurement is also recognized in profit or loss.

When the hedge ceases to be highly effective, hedge accounting s discontinued and the adjusement o
the carrying amount of a hedged financial instrument is amortized immediately.

The company discontinues fair value hedge accounting if the hedging instrument expired, sold,
terminated or exercised, the hedge no longer meets the criteria for hedge accounting or the company
revokes the designation.
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The company has no outstanding derivatives accounted for as fair value hedges during the year

Cash Flow Hedge. Changes in the fair value of a hedging instrument that qualifies as & highly
effective cash flow hedge are recognized in other comprehensive income and presented under the
“Hedging reserve” account in the consolidated statements of changes in equity. The ineffective
portion iy immediately recognized in profit or loss.

¥ the hedged cash flow resuits in the recognition of an asset or a Hability, all gains or losses
previously recognized directly in equity are transferred from equity and included in the initial
measurement of the cost or carrying amount of the asset or liability. Otherwise, for all other cash flow
hedges, gains or losses initially recognized in equity are transferred from equity to profit or joss in the
same period or periods during which the hedged forecasted transaction or recognized asset or Hability
affects profit or loss.

When the hedge ceases to be highly effective, hedge accounting is discontinued prospectiveiy. The
cumulative gain or loss on the hedging instrument that has been reported directly in equity is retained
in equity until the forecasted transaction occurs. When the forecasted tramsaction is no longer
expected to occur, any net cumulative gain or loss previously reported in equity is recognized in profit
or foss.

The company has no outstanding derivatives accounted for as a cash flow hedge during the year

Net Investment Hedge. The company has no hedge of a net investment in a foreign operation during
the year.

For derivatives that do not qualify for hedge accounting, any gains or losses atising from changes in
fair value of derivatives are taken directly to profit or loss during the year incurred.

Embedded Derivatives
The company assesses whether embedded derivatives are required to be separaied from host
contracts when the company becomes a party to the contract.

An embedded derivative is separated from the host contract and accounted for as a derivative if all of
the following conditions are met: 2) the economic characteristics and risks of the embedded derivative
are not closely related to the economic characteristics and risks of the host coniract; b} a separate
instrument with the same terms as the embedded derivative would meet the definition of a derivative;
and ¢) the hybrid or combined instrument is not recognized as at FVPL. Reassessment only ocours if
there is a change in the terms of the contract that significantly modifies the cash flows that would
otherwise be required.

De-recognition of Financial Assets and Finaneial Liabilities
Financial Assets. A financial asset (or, where applicable, a part of a financial asset or part of 2
company of similar financial assets) is derecognized when:

o the rights to receive cash flows from the asset have expired;

s the company retains the right to receive cash flows from the asset, but has assumed an obligation
to pay them in full without material delay to a third party under 2 “pass-through” arrangement; or

» the company has transferred ifs rights to receive cash flows from the assei and either: (a) has
teansterred substantially all the risks and rewards of the asset; or (b) has neither transferred nor
retained substantially all the risks and rewards of the asset, but has transferred control of the asset.
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When the company has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantiaily all the risks and rewards of the asset nor transferred control of
the asset, the asset is recognized to the exient of the company’s continuing involvement in the asset.
Continsing involvement that takes the form of a guarantee over the traneferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration that
the company could be required to repay.

Financial Lisbilities. A financial liability is derecognized when the obligation under the Hability is
discharged, cancelled or expired. When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a de-recognition of the original liability and
the recognition of a new liability. The difference in the respective carrying amounts is recognized in
profit or loss.

impaipment of Finencial Assets
The company assesses at the reporting date whether a financial asset or group of financial assets is
impaired.

A financial asset or a group of financial assets is deemed to be impaired if, and only if, there is
objective evidence of impairment as a result of one or more events that have occurred afier the initial
recognition of the asset (an incurred loss event) and that loss event has an impact on the estimated
fisture cash flows of the financial asset or the group of financial assets that can be reliably estimated.

Assets Carried at Amortized Cost. For assets carried at amortized cost such as loans and receivables,
the company first assesses whether objective evidence of impairment exists individually for financial
assets that are individually significant, or collectively for financial assets that are not individually
significant. If no objective evidence of impairment has been identified for a particular financial asset
that was individually assessed, the company includes the asset as part of a group of financial assels
pooled according to their credit visk characteristics and collectively assesses the group for
impairment. Assets that are individually assessed for impairment and for which an impatrment less is,
or continucs to be, recognized are not inciuded in the collective impairment assessment.

Evidence of impairment for specific impairment pusposes may include indications that the borrower
or & company of borrowers is experiencing financial difficulty, default or delinquency in principal or
interest payments, or may entes into bankruptcy or other form of financial reorganization intended to
alleviate the financial condition of the borrower. For collective impairment putposes, evidence of
impairment may include observeble data on existing economic conditions of industry-wide

developments indicating that there is a measurable decrease in the estimated future cash flows of the
related assets.

If there is objective evidence of impairment, the amount of loss is measured as the difference between
the asset’s carrying amount and the present value of estimated future cash flows (excluding future
credit losses) discounted at the financial asse’s original effective inferest rate (L.e., the effective
interest rate computed at initial recognition). Time value is generaily not considered when the eifect
of discounting the cash flows is not material, If a loan or receivable has a variable rate, the discount
sate for measuring any impairment loss is the current effective interest rate, adjusted for the original
credit risk premium. For collective impairment purposes, impalrment loss is computed based on their
respective default and historical loss experience.

The catrying amount of the asset shall be reduced either directly or through use of an allowance
account, The impairment loss for the period shall be recognized in profit or loss. If, in a subsequent
period, the amount of the impairment loss decreases and the decrease can be related objectively to an
event ocourring after the impairment was recognized, the previously recognized impairment loss is
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reversed. Any subsequent reversal of an impairment loss is recognized in profit or loss, to the extent
that the carrying amount of the asset does not exceed its amortized cost at the reversal date.

AFS Financial Assets. If an AFS financial asset is impaired, an amount comprising the difference
between the cost (net of any principal payment and amortization) and its carrent fair value, less any
impairment loss on that financial asset previously recognized in profit or loss, is transferred from
equity to profit or loss. Reversals in respect of equity instruments classified as AFS financial assets
are not recognized in profit or loss. Reversals of impairment lossea on debt instruments are
recognized in profit or loss, if the increase in fair value of the instrument can be objectively related to
an event occurring after the impairment loss was recognized in profit or loss.

In the case of an unquoted equity instrument or of a derivative asset linked to and must be settled by
delivery of an unquoted equity instrument, for which its fair value cannot be reliably measured, the
amount of impairment loss is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows from the asset discounted using its historical effective
rate of return on the asset.

Classification of Financial Instruments Between Debt and Equity
From the perspective of the issuer, a financial instrument is classified as debt instrument if it provides
for a contractual obligation to:

e deliver cash or another financial asset to amother entity;

» exchange financial assets or financial liabilities with another entity under conditions that are
potentially unfavorable to the contpany; or

« satisfy the obligation other than by the exchange of a fixed amount of cash or another financial
asset for a fixed number of own equity shares,

1f the company does not have an unconditional right to avoid delivering cash or another financial
asset to settle its contractual obligation, the obligation meets the definition of & financial lisbility.

JEESCTIOL ancial snstneits

Financial assets and financial lizbilitles ave offset and the net amount is repotted in the consolidated
statements of financial position if, and only if, there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the asset and settle
the Hability simultancousty. This is not generally the case with master netting agreements, and the
related assets and liabilities are presented gross in the consolidated statements of financial position.

Inventories
Inventories are stated at the lower of cost and estimated seiling price less costs to sell. Cost is

determined using the first-in-first-out (FIFO) method. At cach reporting date, inventories are assessed
for impairment, If inventory is impaired, the carrying amount is reduced to its selling price less costs
to sell; the impairment Joss is recognized immediately in profit or loss.

Inventories include disclose the components/specifications that are valued at lower of cost and
estimated selling price less costs to sell, using the FIWO method.

For financial reporting purposes, duties and taxes related to the acquisition of inveptories are
capitalized as part of inventory cost. For income tax reporting purposes, such duties and taxes are
treated as deductible expenses in the year these charges are incurred.

Property, Plant and Equipmert

Property, plant and equipment, except land, are stated at cost lfess accomulated depreciation and
amortization and any accumulated impairment in value. Such cost includes the cost of replacing part
of the property, plant and equipment at the time that cost is incurred, if the recognition criteria are
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met, and excludes the costs of day-to-day servicing. Land is stated at cost less any impairment in
vaiue.

‘The initial cost of property, plant and equipment comprises its construction cost or purchase price,
including import duties, taxes and any directly attributable costs in bringing the asset to its working
condifion and location for its intended use, Cost also includes any related asset retirement obligation
(ARO) and interest incurred during the comstruction period on funds borrowed to finance the
construction of the projects. Expenditures incurred after the asset has been put into operation, such as
repairs, maintenance and overhaul costs, are normally recognized as an expense in the period the
costs are incurred. Major repairs are capitalized as part of property, plant and equipment only when it
is probable that future economic benefits associated with the items will flow to the company and the
cost of the items can be measured reliably.

Counstruction in progress (CIP) represents structures under construction and is stated at cost, This
includes the costs of construction and other direct costs. Borrowing costs that are directly aitributable
to the construction of plant and equipment are capitalized during the construction period. CIP is not
depreciated until such time that the relevant assets are ready for use.

For financial reporting purposes, duties and taxes related to the acquisition of property, plant and
equipment are capitalized. For income tax reporting purposes, such duties and taxes are treated as
deductible expenses in the year these charges are incurred.

For financial reporting purposes, depreciation and amortization, which commences ‘when the asset is
available for its intended use, are computed using the straight-line method over the following
estimated useful lives of the assets:

Number of Years
Machinery and Equipment 5-18
Delivery Equipment 3.3
Building and Leaschold Improvements 25 -30
Foeniture and Fixtures 1-3
Land no depreciation

The remaining nseful lives, residual values, and depreciation and amortization method are reviewed
and adjusted periodically, if appropriate, to ensure that they are consisient with the expected patiern
of economic benefits from the items of property, plant and equipment.

For income tax reporting purposes, depreciation and amortization are computed using the double-
declining balance method,

The carrying amounts of property, plant and equipment are reviewed for impairment when events or
changes in circumstances indicate that the carrying amounts may not be recoverable.

Fully depreciated assets are retained in the accounts until they are no longer in use and no further
depreciation and amortization are recognized in profit or loss.

An item of property, plant and equipment is derecognized when either it has been disposed of or
when it is permanently withdrawn from use and no future economic benefits are expected from its use
or disposal, Any gain or loss arising from the retirement or disposal of an item of property, plant and
equipment (calculated as the difference between the net disposal proceeds and the carrying amount of
the asset) is included in profit or loss in the period of retirement or disposal.

Investment Properiy
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Investment property consists of properties held to earn rentals and/or for capital appreciation but not
for sale in the ordinary course of business, use in the production or supply of goods or services or for
administrative purposes. Investment property, except for land, is measured at cost including
transaction costs less accumulated depreciation and amortization and any accumulated impairment in
value, The carrying amount includes the cost of replacing part of an existing investment property at
the time the cost is incurred, if the recognition criteria are met, and excludes the costs of day-to-day
servicing of an investment property. Land is stated at cost less any impairment in vaiue.

For finauncial reporting purposes, depreciation of office units is compuied on a straight-line basis over
the estimated useful lives of the assets of 20 yeats, For income tax reporting purposes, depreciation is
computed using the double-declining balance method.

The residual vatues, useful lives and method of depreciation and amortization of the assets are
reviewed and adjusted, if appropriate, at cach treporting date,

Investment property is derecognized either when it has been disposed of or when it is permanently
withdrawn from use and no future economic benefit is expected from its disposal. Any gains or lossas
on the retirement and disposal of investment property are recognized in profit or foss in the petiod of
retirement or disposal.

Transfers are made 10 investment property when, and only when, there is a change in use, evidenced
by ending of owner-occupation or commencement of an operating lease to another party. Transfers
are inade from investment property when, and only when, there is a change in use, cvidenced by
commencement of the owner-occupation or commencement of development with a view to sell.

For a transfer from investment property io owner-occupied property or inventories, the cost of
property for subsequent accounting is its carrying amount at the date of change in use. If the property
occupied by the company as an owner-occupied property becomes an investment property, the
compainy accounts for such property in accordance with the policy stated under property, plant and
equipment up to the date of change in use.

&
{ntangible assets acquired separately are measured on initial recognition at cost. The cost of intangible
assets acquired in a business combination is its fair value as at the date of acquisition. Subsequently,
intangible assets are measured at cost less accumulated amortization and any accumulated impairment
losses. Internally generated intangible assets, excluding tapitalized development costs, are not
capitalized and expenditures are recognized in profit or loss in the year in which the related
cxpenditures are incurred. The useful lives of intangible assets are assessed to be either finite or
indefinite.

Intangible assets with finite lives are amortized over the useful life and assessed for impairment
whenever thete is an indication thst the intangible assets may be impaired. The amortization period
and the amortization method used for an intangible asset with a finite useful life are reviewed at least
at cach reporting date. Changes in the expected useful life or the expected pattern of consumption of
firture economic benefits embodied in the asset are accounted for by changing the amortization period
or method, as appropriate, and are treated as changes in accounting estimates. The amortization
expense on intangible assets with finite fives is recognized in profit or loss consistent with the
function of the intangible asset,

Amortization is computed using the straight-line method over 5 to 19 years,
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Gains or losses arising from the disposal of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognized in profit or
loss when the asset is derccognized.

The amount of intangible assets is included under the caption of others in the “Other noncurrent
assets” in the consolidated statements of financial position.

Expenses incurred for research and development of internal projecis and internally developed patents
and copyrights are expensed as incurred and are part of “Selling and administrative expenses”
account in the consolidated statements of income,

ai tof financial As

The carrying values of property, plant and equipraent, investment property and intangible assets with
finite lives are reviewed for impairment when events or changes in circumstances indicate that the
carrying amount may not be recoverable. If any such indication exists, and if the carrying amount
exceeds the estimated recoverable amount, the assets or cash-generating units are written down to
their recoverable amounts. The recoverabie amount of the asset js the greater of fair value less costs
1o sell and value in use. The fair value Jess costs to sell js the amount obtainable from the sale of an
asset in an arm’s length transaction between knowiedgeable, willing parties, less costs of disposal. In
assessing value in use, the estimated future cash flows are discounted to their present value using 2
pre-tax discount rate that reflects current matket assessments of the time value of money and the risks
specific to the asset. For an asset that does not generate largely independent cash inflows, the
secoverable amount is determined for the cash-generating unit to which the asset belongs. Impairment
losses ate recognized in profit or loss in those expense categories consistent with the function of the
impaired asset.

An assessment is made at cach reporting date as to whether there is any indication that previously
recognized impainment losses may no longer exist or may have decreased. If such indication exists,
the recoverable amount is estimated. A previously recognized impairment loss is reversed only if
there has been a change in the estimates used to defermine the assel’s recoverable amount gince the
Jast impairment loss was recognized. If that is the case, the carrying amount of the asset is increased
to its recoverable amount, That increased amount cannot exceed the carrying amount that would have
been determined, net of depreciation and amortization, had no impairment loss been recognized for
the asset in prior years. Such reversal is recognized in profit or loss. After such a reversal, the
depreciation and amortization charge is adjusted in future periods to allocate the asset’s revised
catrying amount, less any residual value, ona systematic basis over its remaining useful life.

Provisions

Provisions are recognized when: (a) the company has a present obligation (legal or construciive) as a
result of past event; (b) it is probable (ie., more likely than not) that an outflow of resources
embodying economic benefits will be required to settle the obligation; and (c) a reliable estimate can
be made of the amount of the obligation. if the effect of the time value of money is material,
provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current market assessment of the time value of money and the risks specific to the liability. Where
discounting is used, the increase in the provision due to the passage of time s recognized as interest
expense. Where some or ail of the expenditure required to settle a provision is expected 1o be
reimbursed by another party, the reimbursement shail be recognized when, and only when, it is
virtually certain that reimbursement will be received if the entity seitles the obligation. The
reimbursement shall be treated as a separate asset: The amount recoghized for the reimbursernent
shall not exceed the amount of the provision. Provisions are reviewed at cach reporting date and
adjusted to reflect the current best estinate.

The company recognizes provisions arising from legal and/or constructive cbligations associated with
cost of dismantling and removing an item of property, plant and equipment and restoring the site
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where it is located, the obligation for which the company incurs either when the asset is scquired or as
a consequence of using the asset during a particular year for purposes other than to produce
inventories during the year.

Capital Stock

Common Shares

Common shares are classified as equity. Incremental costs directly atiributable to the issuc of
common shares and share options sre recognized as a deduction from equity, net of any tax effects
and any excess of the proceeds over the par value of shares issued less any incremental costs directly
attributable to the issuance, net of tax, is presented in equity as additional paid-in capital.

Retained Earnings

Retained earnings represent the accumulated net income or losses, net of any dividend distributions

and other capital adjustments. Appropriated retained eamings represent that portion which is
restricted and therefore not available for any dividend declaration.

Revenue Recognition
Revenue is recognized to the extent that it is probable that the economie benefits will flow to the

company and the amount of the revenue can be reliably measured. The following specific recognition
criteria must also be met before revenue is recognized:

Sale of Goods. Revenue from sale of goods in the course of ordinary activities is measured at the fair
value of the consideration received or receivable, net of returns, trade discounts and volume rebates.
Revenue is recognized when the significant risks and rewards of ownership of the goods have passed
to the buyer, which is normally upon delivery and the amount of revenue can be measured reliably.

Interest. Revenue is recognized as the interest accrues, taking into account the effective yield on the
assel,

Dividend. Revenue is recognized when the company’s right as a sharcholder to receive the payment is
established.

Rent. Revenue from investment property is recognized on a straight-line basis over the term of the
lease. Lease incentives granted are recognized as an integral part of the total rent income over the
term of the lease. Rent income is included as part of other income.

Cost and Expense Recognition
Costs and expenses are recognized upon receipt of goods, utilization of services or af the date they are

incurred.

Expenses are also recognized in the consolidated statements of income when a decrease in fature
economic benefit related to a decrease in an asset or an increase in a liability that can be measured
reliably has arisen. Expenses are recognized in the consolidated statements of income on the basis of
a direct association between costs incurred and the earning of specific items of income; on the basis
of systematic and rational allocation procedures when economic benefits are expected to arise over
several accounting periods and the association can only be broadly or indirectly determined; or
immediately when an expenditure produces no future economic benefits or when, and io the exteat
that futare economic benefits do not qualify, or cease to qualify, for recognition as an asset.

Leases

The determination of whether an arrangement is, of contains, 3 lease is based on the substance of the
asrangement and requires an assessment of whether the fulfillment of the arrangement is dependent
on the use of a specific asset or assels and the arrangement conveys 4 right to use the asset. A
reassessment is made after the inception of the lease only if one of the following applies:

(2) there is a change in contractual terms, other than & renewal or extension of the arrangement;
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(b) a renewal option is exercised or extension granted, unless the term of the renewal or extension
was initially included in the lease term;
{c) there is a change in the determination of whether fuifillment is dependent on a specific asset; or

(d) there is a substantial change 1o the asset.

Whete a reassessment is made, lease accounting shall commence ar cease from the date when the
change in circumstances gives rise to the reassessment for scenarios (2), (¢} or (d), and at the date of
renewal or extension period for scenario (b), above.

Operating Lease

Company as Lessee. Leases which do not transfer to the company substantially all the risks and
benefits of ownership of the asset are classified as operating leases. Operaiing leuse payments ard
recognized as an expense in profit or osson a straight-line basis over the lease term. Associated costs
such as maintenance and insurance are expensed as incurred.

Company as Lessor. Leases where the corapany does not transfer substantially all the risks and
benefits of ownership of the assets are classified as operating leases. Rent income from operating
Jeases is recognized as income on a straight-line basis over the lease term. Initial direct costs incurred
in negotiating an operating lease are added to the carrying amount of the leased asset and recognized
as an expense over the lease term on the same basis as rent income. Contingent rents are recognized
as income in the period in which they are eamed.

Borrowing, Costs

Borrowing costs are capitalized if they are directly atiributable to the acquisition or construction of a
qualifying asset. Capitalization of borrowing costs commences when the activities to prepars the asset
are in progress and expenditures and borcowing costs are being incurred. Borrowing costs are
capitalized until the assels are substantially ready for their intended use. If the carrying amount of the
asset exceeds its recoverable amount, an impairment loss is recogaized.

Research and Development L.0
R % costs are expensed as incurred. Development Costs incurred on an individual project are
carried forward when their future recoverability can be reasonably regarded as assured. Any
expenditure carried forward is amortized in line with the expected future sales from the related

project.

The carrying amount of development costs is reviewed for impairment annually when the related
asset is not yet in use. Otherwise, this is reviewed for impairment when events or changes in
circumstances indicate that the carrying amount may not be recoverable.

Empioyee Benefits
The company does not have a tax qualified and fully funded defined benefit pension plan covering all

permanent, regular, full-time employees administered by trustee banks. Retirement benefits cost is
actuarially determined using the projected unit credit method. This method reflects service rendered
by employees up to the date of valuation and incorporates assumptions concerning employees’
projected salaries. Retirement benefits cost includes current service cost, interest cost, expected return
on plan assets, amortization of unrecognized actuarial gains and losses and past service costs, effect
of asset limit and effect of any curtailments or setilements. Past service cost is recognized as an
expense on a straight-line basis over the average period unti! the benefits become vested. if the
benefits are already vested immediately following the infroduction of, or changes to the plan, past
service cost is recognized immediately as an expense. Actuarial gains and losses are recognized as
income or expense when the net cumulative unrecognized actuarial gains and losses at the end of the
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previous reporting year exceed the greater of 10% of the present value of the defined benefit
obligation or the fair value of plan assets at that date. These gains or losses are recognized over the
expected average remaining working lives of the employees participating in the plan.

The defined benefit liability is the aggregate of the present vaiuve of the defined benefit obligation and
actuarial gains and losses not recognized, reduced by past service costs not yet recognized and the fair
value of plan assets out of which the obligations are to be settled directly. If such aggregate is
negative, the resulting asset is measured at the lower of such aggregate or the aggregate of cumulative
unrecognized net actuarial losses and past service costs and the present value of any economic
benefits available in the form of reductions in the future contributions to the plan.

If the asset is measured at the aggregate of cumulative unrecognized net actuarial losses and past
service costs and the present value of any economic benefits available in the form of reductions in the
future contributions to the plan, net actuarial losses of the curvent period and past service costs of the
current period are recognized immediately to the extent that they exceed any reduction in the present
value of those economic benefits. If there is no change or sn increase in the present value of the
economic benefits, the entire net actuarial losses of the current period and past service costs of the
current period are recognized immediately. Similarly, net actuarial gains of the current period after
the deduction of past service costs of the current period exceeding any increase in the present value of
the economic benefits stated sbove are recognized immediately if the asset is measured at the
agaregate of cumulative unrecognized net actuarial losses and past service costs and the present value
of any economic benefits available in the form of reductions in the future contributions to the plan. if
there is no change or a decrease in the present value of the economic benefits, the entire net actuarial
gains of the current period after the deduction of past service cosis of the current period are
recognized immediately.

The company has a corporate performance incentive program that aims to provide financial incentives
for the employees, contingent on the achievement of the company’s annual business goals and
objectives. The company recognizes achievement of its business goals through key performance
indicators (KPls) which are used to ¢valuate performance of the organization. The company
recognizes the related expense when the KPls are met, that is when the company is contracivally
obliged to pay the benefits.

{a) Retirement Benefit Obligations — PAS 19 provides that the Company shall recognize as an
expense the undiscounted amount of short-term employees benefits when an employee has
rendered service in exchange for those benefits. It also provides that the Company shall recognize
in its balance sheet as defined benefit lability an amount equal to the excess of the present value
of the defined benefit obligation over the fair value of the plan assets. If any, plus any
unrecognized actuarial gains ( less any actuarial losses } and minus any unrecoghized past service
cost. If the resulting amount is 2 negative (an asset), an entity shall recognize such amount as an
asset subject to the limits prescribed by the Standard.

{b) Retirement Benefits - The corporation does not have a funded employee’s retirement benefit plan.
It has not recognized liability for past service and service and annval costs of earned retirement
benefits due to its erployees required under SFAS 24 / PAS 19. The expense is recognized only
when an employee retires and is paid the retirement benefits accruing to him.

The Company is in the process on evaluation whether to do actuarial valuation in coordination with
trusted insurance company or setfing up a trust fund for the employees fiture retirement benefits
through depositing with the client’s main depository bank. It has not yet engaged the services of an
Actuary to determine the present valug of the defined benefit obligation using the projected unit credit
method for the purpose of accruing retirement benefit obligation.

Taxes
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Current Tax. Current tax is the expected tax payable or receivable on the taxabie income or loss for
the year, using tax rates enacted or substantively enacted at the reporting date, and any adjustment to
tax payable in respect of previous years.

Deferred Tax. Deferred tax is recognized in respect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
puLrposes.

Deferred tax labilities are recognized for all taxable temporary differences, except:

o where the deferred tax liability arises from the initial recognition of goodwill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

» with respect to taxable temporery differences associated with investments in subsidiaries,
associates and interesis in joint ventures, where the timing of the reversal of the temporary
differsnces can be controlled and it is probable that the temporary differences will not reverse in
the foreseeable future,

Deferred tax assets are recognized for all deductible temporary differences, carry forward benefits of
unused tax credits - Minimum Corporate Income Tax (MCIT) and unused tax losses - Net Operating
Loss Catry Over (NOLCO), to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the carry forward benefits of MCIT and
NOLCO can be utitized, except:

« where the deferred tax asset relating to the deductible temporary difference arises from the initiat
recognition of an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor taxable profit or loss; and

» with respect to deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred tax assets are recognized only 1o the extent that
it is probable that the temporary differences will reverse in the foreseeable future and taxable
profit will be available against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to sliow ali or part of
the deferred tax asset 1o be utilized. Unrecognized deferred iax assets are reassessed at each reporting
date and are recognized to the extent that it has become probable that future taxable profit will allow
the deferred tax asset to be recovered.

The measurement of deferred tax reflects the tax consequences that would follow the manner in
which the company expects, at the end of the reporting period, to recover of settie the carrying
amount of its assets and fiabilities.

Deforred tax assets and liabilities are measured at the tax rates that are expected to apply in the year
when the asset is realized or the liability is seftled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the reporting date.

In determining the amount of current and deferred tax, the company takes into account the impact of
uncertain tax positions and whether additional taxes and interest may be due. The company believes
that its accruals for tax liabilities are adequate for all open tax years based on its agsessment of many
factors, including interpretation of tax laws and prior experience. This assessment relies on estimates
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and assumptions and may involve a series of judgments about future events. New information may
become available that causes the company to change its judgment regarding the adequacy of existing
tax labilities; such changes to tax liabilities will impact tax expense in the period that such a
determination is made.

Current tax and deferred tax are recognized in profit or loss except to the extent that it relates to 8
business combination, or items recognized directly in equity or in other comprehensive income.
Deferred tax assets and deferred tax liabilitics are offset, if a legally enforceable right exists to set off
current tax assets against current tax labilities and the deferred taxes refate to the same taxable entity
and the same taxation authority.

Value-added Tax (VAT). Revenues, expenses and assets are recognized net of the amount of VAT,
except:

o where the tax incurred on a purchase of assets or services is not recoverable from the taxation
anthority, in which case the tax is recognized as part of the cost of acquisition of the assef or as
part of the expense item as applicable; and

e receivabies and payables that are stated with the amount of tax included.

The net amount of tax recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the consolidated statements of financial position.

Assets Held for Sale
Noncurrent assets, or disposals comprising assets and liabilities, that are expected to be recovered

primarily through sale or distribution rather than through continuing use, are classified as held for
sale. Immediately before classification as held for sale or distribusion, the agsets, or components of a
disposal group, are re-measured in accordance with the company’s accounting policies. Thereafter,
the assets or disposal groups are generally measured at the lower of their carrying amount and fair
value less cosis to sell. Any impairment Joss on disposal is allocated first to goodwill, and then to
remaining assets and Habilities on pro rata basis, except that no loss is silocated to inventories,
financial assets, deferred tax assets, employee benefit assets, investment properties or biological
assets, which continue to be measured in accordance with the company’s accounting policies.
Impainment losses on initial classification as held for sale or distribution and subsequent gains and
josses on re-measurement are recognized in profit or loss. Gains are not recognized in excess of any
cumulative impairmertt losses.

Intangible assets, investment property, and property, plant and equipment once classified as held for
sale or distribution are not amortized or depreciated. In eddition, equity eccounting of equity-
accounted investees ceases once classified as held for sale.

When an asset no longer meets the criteria to be classified as held for sale or distribution, the
company shall cease to classify such as held for sale. Transfers from assets held for sale or
distribution are measured at the fower of its carrying amount before the asset was classified as held
for sale or distribution, adjusted for any depreciation that would have been recognized had the asset
not been classified as held for sale or distribution, and its recoverable amount at the date of the
subsequent decision not to sell.

Related Parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence over the other party in making financial and operating
decisions. Paities are also considered to be related if they are subject to common control or significant
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influcnce. Related parties may be individuals or corporate entities. Transactions between related
parties are on an arm’s Jength basis in a manner similar to transactions with non-related parties.

Basic and Diluted Egrnings Per Common Share (EPS)

Basic EPS is computed by dividing the net incoms for the period attributable to equity holders of the
Parent Company, net of dividends on preferred shares, by the weighted average number of issued and
outstanding common shares during the period, with retroactive adjustment for any stock dividends
declared.

Operating Segments

The company’s operating segments are organized and managed separately according to the nature of
the products and services provided, with each segment representing a strategic business unit that
offers different products and serves different markets. The Chief Executive Officer (the “chief
operating decision maker™) reviews management reports on & regular basis,

The measurement policies the company used for segment reporting under PFRS 8, are the same as
those used in its consolidated financial statements. There have been no changes from prior periods in
the measurement methods used to determine reported segment profit or loss. All inter-segment
tranisfers are carried out at arm’s length prices.

Segment revenues, expenses snd performance include sales and purchases between business
segments. Such sales and purchases are eliminated in consolidation.

Reclassification

Certain accounts in the prior year financial siatements and supporting note disclosures have been
reclassified to conform to the cusrent period presentation. Such reclassification did not affect the
statement of cash flows nor did it impact previously reported loss or retsined earnings.

Conti ies

Contingent liabilities are not recognized in the consolidated financial statements. They are disclosed
in the notes to the consolidated financial statements unless the possibility of an cutflow of resources
embodying economic benefits is remote. Contingent assets are not recognized in the consolidated
finzncial statements but are disclosed in the notes to the consolidated financial statements when an
inflow of economic benefits is probable.

Events After the Reporting Date

Post year-end events that provide additional information about the company’s financial position at the
reporting date (adjusting events) are reflected in the consolidated financial statements. Post year-snd
events that are not adjusting events are disclosed in the notes to the consolidated financial statements
when material.

_ SIGNIFICANT ACCOUNTING JUDGEMENT, ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements in accordance with PFRS requires the Company to make
estimates and assumptions that affect the reported amounts of assets, liabilities, income and expenses
and disclosure of contiagent assets and contingent liabilities. Future events may oecur which will
cause the assumptions used in arriving at the estimates to change. The effects of any change in
estimates are reflected in the financial statements as they become reasonably determinable.
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Judgments and estimates are continually evaluated and are based on historical experience and other
factors, including expectations of fiture events that are believed to be reasonable under the
cireumstances.

Judgments

In the process of applying the Company’s accounting policies, management has made the following
judgments, apart from those involving estimations, which have the most significant effect on the
amounts recognized in the financial statements:

Operating Lease Commitments - Company as Lessor/Lessee. The Company has entered into
commercial property leases on its investment property portfolio. The Company has determined that it
retains all the significant risks and rewards of ownership of the properties leased out on operating
feases while the significant risks and rewards for properties leased from third parties are retained by
the lessors.

Determining Fair Values of Finoncial Instruments. Where the fair values of financial assets and
liabilities recorded in the statement of financial position cannot be derived from active matkets, they
are determined using a variety of valuation technigues that include the use of mathematioal models.
The Company uscs judgments to select from variety of valuation models and make assurptions
regarding considerations of liguidity and model inputs such as correlation and volatility for longer
dated financial instruments, The input to these models is taken from observable markets where
possible, but where this is not feasible, a degree of judgment is required in establishing fair values.

Distinetion between Property, Piant and Equipmerd and Investment Property. The Company
determines whether a property qualifies as investment property. In making its judgment, the Company
considers whether the property generates cash flows largely independent of the other assets held by an
entity. Owner-occupied properties generate cash flows that are atiributable not only to the property
but also o other assets used in the production or supply process.

Some properties comprise a portion that is held to eam rental or for capital appreciation and another
portion that is held for use in the production and supply of goods and services or for administrative
purposes, If these portions can be sold separately (or leased out separately under finance lease), the
Company accounts for the portions separately. If the portion canuot be sold separately, the property is
accounted for as investment property only if an insignificant portion is held for use in the production
or supply of goods or services or for administrative purposes. Judgment is applied in determining
whether ancillary services are so significant that a property does not qualify as investment property.
The Company considers each property separately in making its judgment.

Taxes. Significant judgment is required in determining current and deferred income {ax expense.
There are many transactions and calculations for which the ultimate tax determination is uncertain
during the ordinary course of business. The Company recognizes liabilities for anticipated tax audit
issues based on estimates of whether additional taxes will be due. Where the final tax outcome of
these matters is different from the amounts thal were initially recorded, such differences will impact
the current income tax and deferred tax expenses in the year In which such determination is made.

Beginning July 2008, in the determination of the Company’s current taxable income, the Company
has an option to either apply the optional standard deduction (OSD) or continue to claim itemized
standard deduction. The Company, at each iaxable year from the affectivity of the law, may decide
which option to apply; once an option to use OSD is made, it shall be irrevocable for that particular
taxable year.

Estimations and Assumptions
The key assumptions concerning the future and other key sources of estimation uncerfainty at the

staterment of financial position date, that have a significant risk of causing material adjustments to the
carrying amounts of assets and liabilities within the next financial year are discussed below.
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Allowance for Impairment of Trade and Other Receivables. Allowance for impairment is maintained
at a level considered adequate to provide for potentially uncollectible receivables. The level of
allowance iv based on past collection experience and other factors that may affect collectability. An
evaluation of receivables, designed to identify potential changes to allowance, is performed regalarly
throughout the year. Specifically, in coordination with the Marketing Division, the Finance Division
ascertains customers who are unable to meet their financial obligations. In these cases, the
Company’s Management uses sound judgment based on the best available facts and circamstances,
ineluded but not limited to, the length of relationship with the customers and their payment track
record. The amount of impairment loss differ for each year based on available objective evidence for
which the Company may consider that it will not be able to collect some of its accounts. Impaired
accounts receivable are written off when ideatified to be worthless after exhausting all collection
offoris. An increase in allowance for impairment of trade and other reccivables would increase the
Company’s recorded selling and administrative expenses and decrease current assets.

Allowance for Invemiory Obselescence. The allowance for inventory obsolescence consists of
collective and specific valuation allowance. A collective valuation allowance is established as a
certain percentage based on the age and movement of stocks. In case there is write-off or disposal of
slow-moving items during the year, a reduction in the allowance for inventory obsolescence is made.
Review of allowance is done every quarter, while a revised set-up or booking is posted at the end of
the year based on evaluations or recommendations of the proponents. The amount ard timing of
recorded expenses for any year would therefore differ based on the judgments or estimates made.

Useful Lives. The useful life of each of the Company’s item of property, plant and equipment and
investment properties is estimated based on the period over which the asset is expected to be available
for use. Such estimation is based on a collective assessment of practices of similar businesses, internal
technical evaluation and experience with similar assets. The estimated useful life of cach asset is
reviewed periodically and updated if expectations differ from previous estimates due to physical wear
and tear, technical or commercial obsolescence and legal or other limits on the use of the asset. Itis
possible, however, that future results of operations could be materially affected by changes in the
amounts and timing of recorded expenses brought about by changes in the factors mentioned above.
A reduction in the estimated useful life of any item of property, plant and equipment and investment
propertics would increase the recorded cost of goods sold, selling and administrative expenses, and
decrease non-cusrent assets.

There is no change in estimated useful lives of property, plant and equipment, and investment
properties based on management reviews at the statement of financial position date.

Fair Value of mvestment Properties. The fair value of investment property presented for disclosure
purposes is based on market values, being the estimated amount for which the property can be
exchanged beiween a willing buyer and selier in an ann’s fengih transaction, or based on a most
recent sale transaction of a similar property within the same vicinity where the investment property is
Jocated. In the absence of current prices in an active market, the valuations are prepared by
considering the aggregate estimated future cash flows expected 1o be recelved from leasing out the
property. A yield that reflects the specific risks inherent in the net cash flows is then applied to the net
annual cash flows to arrive at the property valuation.

Impairment of Non-finuncial Assets. The Company assesses impairment of non-financial assets
whenever events ot changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. The factors that the Company considers important which conld trigger an impairment
review include the following:

- Significant underperformance relative to expected historical or projected future operating results;
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» Significant changes in the manner of use of the acquired assets or the strategy for overall business;
and,

» Significant negative industry or economic trends.

The Company recognizes an impairment loss whenever the carrying amount of an asset exceeds its
recoverable value. The recoverable amount is computed using the value in use approach. Recoverable
amounts are estimated for individual assets or, if it is not possible, for the cash-generating unit to
which the asset belongs. Determining the recoverable value of assets requires the estimation of future
cash flows expected to be generated from the continued use and ultimate disposition of such ussets.
While it is believed that the assumptions used in the estimation of fair values reflected in the financial
statements are appropriate and reasonable, significant changes in these assumptions may materially
affoct the assessment of recoverable values and any resulting impairment loss could have a material
adverse impact on the results of operations.

Fair Value of Finomcial Instruments. Management uses vajuation technigues in measuing fair value
of financial instruments, where active market quotes are not available. In applying the valvation
techniques, menagement makes maximum use of market inputs, and uses estimates and assumptions
that are, as far as possible, consistent with observable data that market participants would use in
pricing the instrument. Where applicable data is not observable, management uses its best estimate
about assumptions that market participants would make. These estimates may vary from actual prices
that would be achieved in an arm’s length transaction at statement of financial position date.

The following methods and assumptions are used to estimate the fuir value of each class of financial
instruments and when it is practicable to estimate such value:

s Financial Assets at FVPL and AFS Investments. Market values have been used to determine the fair
valnes of traded government securities and equity shares. Market value is determined mainly by
reference to the stock exchange quoted market bid prices at the close of business on the statement of
financial position date.

« Derivative Assets and Liabilities. The fair values of freestanding and bifurcated forward currency
transactions are calculated by reference to current forward exchange rates for contracts with similar
maturity profiles. Mark-to-market valuation of commodity hedges is based on forecasted prices.

5. CASH AND CASH EQUIVALENTS

Cash includes cash on hand and in banks. Cash equivalents are short-term, highly liquid investments
that are readily convertible to known amounts of cash with original maturities of three months or less
from date of placement and that are subject to an insignificant risk of changes in value.

2020 2019
Cash on Hand & in Bank 47,405,627.00 71,463,916.00
Petty Cash Fund 100,000.00 100,0600.00
47,505,627.00 71,563,916.00
6. RECEIVABLES
2020 2019

Accounts Receivable 516,114 279.00 543,537 ,802.00




7. INVENTORIES
Al cost:

Raw Materials
Work in Process
Finished Goods

8. OTHER CURRENT ASSETS

VAT Input

Prepaid Tax - quasterly payments

Creditable Withholding Tax - excess

Input tax amortization

9. PROPERTY, PLANT AND EQUIPMENT
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2020 2019
1,689,953,238.00 1,669,306,330.00
64,414,820.00 90,088,192.00
115,276,091.00 152,335,009.00
1,869,644,149.00 1,911,725,531.00
2020 219
592,331.00 2,191,659.00
. 75,191.00
16,940,327.00 19,200,632.00
10,113,890.00 12,499,402.00
27,646,548.00 33,966,884.00

Property, plant and equipment include all tangible assets with an estimated aseful life beyond one
year, are used in the conduct of the business, and are not intended for sale in the ordinary course of
business. Assets of this nature include: property ordinarily not subject to depreciation or depletion and
property subject to depreciation. This account consists of

Fastary,
Mochine Trapspo. & Oftice Fumsinee Constsetion s
& g Delivery l'_.ixn'l TN & harro Bekbog |y grr=e Lawnd Toa)
Jor 01,2099
Acquisition Cout 209,751,96440 16,668.46510 289647800 364,602.00 FE350002400 21,862,422.0¢ TRA3IRTIO0 515 889, 22B.00
Divpaci s [0, 841 00 (T2 33800 (1500 | 4R N (B3 24008y 21,200 A8 00f {0 RS 0 0
Net Caryng
Vaks 12/3/ 1% y-i,.\m al 31 AWML L0 13409 J. L0 178 43200 40,108,790 SLE AT 00 TAAVLESLOC 00 01342 00
Joeu 01,2020
Rook Ve 38,867 165,00 2184623100 138223000 17545206 48,165,100 21,162,697:0 1443385100 AT LAI Z4200
Asidsins 11,205,£84.00 4,352,4935,0¢ 124,633.00 1335700 95,455 281.00 {21,162,697.06) 47,081,170:00 141.314343.00
Clprveivies 7 L0 40N (371,950 061 PRAST NG {%6 Wb G 157 534 34400
Nt Careging
Yaha 131002 203 4 1845 10 14, 127,344 20 § 415,306,060 1S AN 146,106 A0 10 LTLASL I3 i ke L ()
10. ACCOUNTS PAYABLE AND OTHER ACCRUED EXPENSES
The details of Current Liabilities are shown below:
2020 2019
Accounts Payable - Trade 2,411,949,136.00 2,310,731,631.00
SSS/PHIC Prem. Payable 383,599.00 313,406.00
HDMF Premium Payable 3700000 39.950.00
888 Loan 54,119.00 61,888.00
HOMF Loan 73,505.00 94,316.00
2,412,497 35900 2,311,241,191.00




11, INCOME TAX
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2020 2019
Operating Income (Loss) before Tax 58,833,141.00 63,435,343.00
Add: Non-deductable - 2,938,363.00
Total 58,835,141.00 $66,373,706.00
Tax rate 30% 30%
Tax Due 17,650,542.00 19,908,685.00
Lass: quarterly payments ~ 75,151.00
Incomae Tax Payable 17,650,542.60 19,983,876.00

To validate the correct tax liability, a computation of the Minimum Corporate Income Tax
{(MCIT) was made as foliows:

2020 2019
Revenues 2,481,487,310.00 2,500,806,676.00
Less: Cost of Services 2,339,601,158.00 2,355,618,552.00
Gross Profit 141,886,152.00 145,188,124.00
Tax tate 2% 2%
Tax Due 2,837,723.04 2,903,762.48

12, OTHER CURRENT LIABILITIES

2029 2019
Withheld Tax - Compensation 53,587.00 41,962.00
Withheld Tax - Dividends 200,000.00 200,000.60
Withheld Tax - Expanded 1,745,133.00 1,577,162.00
1,998,720.00 1,819,124.00

13. LOANS PAYABLE

This represents interest bearing short term borrowing obtained from loval banks renewable within
180-360 days at 3 % interest per annum. These are fully secured with real estate mortgage of
several land titles, building and other real properties with no restrictions on titled properties and
equipments pledge as collaterals. There was also a continuing surety agreement executed by some

stockholders.
2320 2019
Loans Payable 121,831,579.00 252,488 528.00
14. STOCKHOLDERS’ EQUITY
a, Capital Stock
2020 2018
Authorized 30,000,000 — 1.00 par value 150,000,000.00 150,000,000.00
Issued and Outstanding - 1.00 par value 150,000,000.00 150,000,060.00

b. Retained Earnings
i. Declaration of Cash Dividends
There was 2 cash dividend declared in the amount of P 3,000,000.00 during the year 2020.
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ii. Appropriation of Capitat Project

There was a total of appropriation in the amount of P 185,000,000.00 as of December 31,
2020 which was appropriated in the previcus year intended for the future project

expansion of the company.

15. SALES
. 2029 2019
Sales ~ VAT 1,623,190,340.00  1,644,210,552.00
Sales — Zero Rated 858,296,970.00 856,596,124.00
Net Sales 2,481,487,310.00 2.500,806,676.00
16, COST OF GOODS SOLD
2020 2019
Direct Matetials:
Raw Matesals, Beg. 1,669,306,330.00 1,392,939,905.00
Add: Parchases - Direct Matetial 1,742,252,889.00 2,262.275,177.00
Total Matetials Available for Sale 3,411,559,219.00 3,655,215,082.00
Less: Raw Materials, Ead 1,689,953,238.00 1,669,306,330.00
Total Raw Materials Used 1,721,605,981,00  1,985,908,752.00
Direct Labos: 33,321,088.00 33178,421.00
Factory Overhead:
Factory Supplies & Printing 41,595,575.00 48,604,383.00
Depeeciation Factory 37,236,333.00 21,998,342.00
Light & Water 132,064,838.00 145,919,954.00
Repair & Maintenance - TDF 68,403,182.00 36,836,733.00
Freight & Trucking 126,468,371.00 143,625,540.00
Gas & O 17,933,584.00 26,587,659.00
{nditect Labor 27,935,892.00 54386,614.00
13th Month Pay 2,170,%907.00 2,444,465.00
Rental Factory 6,674,399.00 5,396,937.00
988 & Others 1,458,718.00 1,375,132.00
Total Factory Ovethead 521,941,799.00 487,175,759.00
Total Manufactaring Cost 2,276,868,868.00 2,506,262,932.00
Add: Work in Process, Beg, 90,088,192.00 38,102,883.00
Total Cost Place itt Process 2,366,957,060.00 2,544,365,815.00
Less: Wark i Process, End 64,414, 820.00 90,088,192.60
Total Cost of Goods Manufactured 2,302,542,240.00 2,454,277 623,00
Add: Finished Goods, Beg 152,335,009,00 53,675,938.00
Total Goods Available for Sale 2,454 877 249.00 2,507,953,561.00
Less: Finished Goods, End 115,276,091.00 152,335,609.00
TOTAL COST OF GOQDS SOLD 2,339,601,158.00 2,355,618,552.00




17. OPERATING EXPENSES
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2020 2812
Salaries, Wages & 13th Month 12,381,861.00 12,478,259.00
Sepatation pay 870,980,600 433,426.00
Office Supplies Used 3,645,123.00 4,130,603.00
Security Sexvices 10,968,592.00 4,635,340.00
Gas & Qil 1,132,097.00 1,130,833.00
888 & Other Taxes T47,1601.00 621,290,060
Depreciation - Admin 28803200 288,032.00
Taxes & Licenses 7,637, 741,00 4,193,919.00
Telephone & Telegraph 349,813.00 502,867.00
Comunxdesion Hxpense 2,221,710.00 2260,455.00
Taswance Expense 7,673,625.00 $,594,231.00
Representation Expense 1,476,338.00 2233,762.00
Meal/Transportation/ Travel 150,132.00 1,283,767.00
Light & Watex 3,190,628.00 3,525361.00
Medical/Dental 234,463.00 195,836.00
Repuir & Maintenance 12,178,962.00 9,506,635.00
Advertisement & Promotion - 4,702.00
Legal Fees 507,778.00 1,170,588.00
Bagk Charges 2,979,518.00 3,144,999.00
Seminars & Training 297,988.00 534,412.00
Intevest Erpense 14,128,469.00 19,894,948.00

£3,051,011.00 81,764,206.00

18. FINANCIAL RISK MANAGEMENT OBIJECTIVE AND POLICIES

The BOD is mainly respongible for the overall risk management approach and for the approval of risk
strategies and principles of the Company. It has also the overall responsibility for the development of
risk strategies, principles, frameworks, policies and limits, It establishes a forum of discussion of the
Company’s approach to visk issues in order to make relevant decisions.

Financial Risk Management Obiectives and Policies

The Company’s principal fnancial instrument comprises of cash and cash equivalents, The main
purpose of this financial instrument is {o raise finance for the Company’s operations. The Company
has various other financial instruments such as loans receivables, frade payables and accrued
expenses which arise directly from its operations.

The main risks arising from the Company’s financial instruments are lignidity risk and credit risk.
The Board reviews and agrees policies for managing each of these risks and they are summarized
betow. The Company also monitors the market price risk arising from all financial insiruments.
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cedit risk

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in
financial oss to the Company.

Receivabie balances are monitored on an ongoing basis with the resuit that the Company’s exposure
to bad debis is not significant.

The Company grants advances to stockholders after the BOD reassessed the Corapany’s strategies for
managing credits and view that they remain appropriate for the Company’s circumstances. With
respect to credit tisk from other financial assets of the Company, which mainly comprise of cash and
cash equivalents, amounts owed by and receivables from related parties, the exposure of the
Company to credit risk arises from the default of the counterparty, with a maximum exposure equal to
the carrying amount of these instruments.

Liguidity risk

Liquidity risk is the potential of not meeting obligations as they come due because of inability to
liquidate assets or obtain adequate funding.

The Company maintains sufficient cash and cash equivalents fo finance iis operations. Auny ¢xcess
cash is invested in short-term money market placements. These placements are meintained fo meet
maturing obligations and pay dividend declarations. The Company, in general, maiches the
appropriste long-term funding instruments with the general nature of its equity insiruments,

Market Rigks

The Company has no significant exposure to market risk during the year.

Capital Risk Management

The primary objective of the Company’s capital management is to ensure that it maintains a strong
credit rating and healthy capital ratios in order to support its business and maximize sharcholder
value.

19. OTHER MATTERS

The company has less than ten (10) stockholders and the shares are not traded in any stock exchange
or over the counter market.
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20. SUPPLEMENTARY INFORMATION REQUIRED BY BUREAU OF INTERNAL REVENUE'S
RR NO. 15-2010

The Bureau of Internal Revenue issued Revenue Regulations (RR) No. 15-2010 which prescribes
additional procedural and/or documentary requiremmenis in connection with the preparation and
submission of financial statemeats sccompanying tax retwns. Under the said RR, companies are
required to disclose, in addition to the disclosure be adopted, in the Notes to financial statements,
information on taxes, duties and license fee paid or accrued during the taxable year.

The following are information to which the company is required to disclose under RR No. 15-2010
for the year.

2. Sales and Quiput VAT

Sales Amount Output VAT
VATable Sales 1,623,190,340.00 194,782,841.00
Zero Rated Sales 858,296,970.00 -
2,481,487,310.00 194,782,841.00
b, VAT Payable
Purchase Amoutit Input VAT
Input Taxes on goods 1,334,034,416.67 166,084,130.00
Input Taxes o1 services 151,033,751.00 29,052,947.00
Previous Year Hxcess Input 2,191,658.00
Quarterly VAT payments ( jan to nov ) 4,046,437.00
195.375,172.00
VAT payable for the year {592,331.00)
¢. Withholding Taxes
Amount
Withholding Tax - Expanded 1,745,133.00
Withholding Tax - Dividends 200,000.00
Withholding Tax - Compensation 33,587.00
1,998.720.00
d. Taxes and Licenses
Amount
Business Tax 4.8585,242.00
Property Tax 2,302,764.00
Pesmits and Licenses 261,017.00
LTO renewnls 218,118.060
Annual Registration Fee 500.00

7,637,741.00




GERTRUDES TAN MATA

CERTIURED PUBLIC ACCOUNTANT

e Nito Cannpound Panganides ¢, Cabe Oy
Tl No, 42255640005

SUPPFLEMENTAL WRITTEN STATEMENT OF AUDITOR

The Board of Directors and Ssockholders
CORBOX CORPORATION
Taywd, Liloan, Cebo

I have examined the financial statements of CORBOX CORPORATION for the year ended
December 31, 2020, on which | have rendered the attached report dated April 12, 2021,

Ia complisace with SRC Rule &8, | am stating that the sald company has & total sember of six
(6) sockBolders owning coc hundred (100) or more shares cach.

A—

TIN No. | 18-928-672

PRC Board Cert. No. 47210

BIR Acceeditation No.

AN: 1300221 1-002-2019 wesil Feb, 20, 2022
PROBOA Registration No.093% untll Nov, 23, 2022
PTR No, 2421528 dated, 01082021 Cebu Cay

DATE: Apel 12, 2021



Your BIR AFS eSubmission uploads were received

from: eafs@bir.gov.ph

To: CORBOX_ACCTG@YAHOO.COM

Cc CUERVOEDZELON@YAHOO.COM

Date: Friday, May 20, 2022 at 01:34 PM GMT+8

Hi CORBOX CORPORATION,
Valid files

» EAFS2217211310THTY122021.pdf
» EAFS221721131AFSTY 122021 pdf
« EAFS221721131ITRTY122021.pdf

Invalid file

s <None>

Transaction Code: AFS-£-QSQMZQQZ0QYPVMNMPNWYZTXPOIILEBSBG
Submission Date/Time: May 20, 2022 061:17 PM
Company TIN: 221-721-131

Pteass be reminded that you accepted the terms and conditions for the use of this portal and expressly agree,
warrant and certify that:

= The submitted forms, documents and attachments are complete, truthful and correct based on the
personal knowledge and the same are from authentic records;

= The submission is without prejudice to the right of the BIR to require additional document, if any, for
completion and verification purposes,;

« The hard copies of the documents submitted through this facility shall be submitted when required by the
BIR in the event of audit/investigation and/or for any other legal purpose.

This is a system-generated e-mail. Please do not repiy.

This email and its attachments may be confidential and are intended solely
for the use of the individual or entity to whom it is addressed.

If you are not the intended recipient of this email and its attachments, you
must take no action based upon them, nor must you disseminate, distribute or
copy this e-mail. Please contact the sender immediately if you believe you

have received this email in error.

E-mail transmission cannot be guaranteed to be secure or error-free. The
recipient should check this emall and any attachments for the presence of
viruses., The Bureau of Internal Revenue does not accept liability for any
errors or omissions in the contents of this message which arise as a result
of e-mail transmission.
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ORBOX Corporation

STATEMENT OF MANAGEMENT"S RESPONSIBILITY
FOR ANNUAL INCOME TAX RETURN

The mansgoment of CORBOX CORPORATION is respoasible for all information
i represcatations contined in the Asmual Income Tax Return for the year ended
Decomber 31, 202). Management is BEkowise responsible for all information snd
represeniations contuimed in the finencial statoments accompanying e Asmual
Income Tax Retum cowering the same reporting period. Farthermore, the
Management is respoasible for all information and representations contadned in all the
other txx returns filed for the reporting period, including, bt not limésed, 1o the value
added tax andior percentage tax retams, withholding tax returns, documentary stamp
tax retumns, aod sny and all other tax retunm

In thes regard, the Management affirms that the siachad sudited financial stsioments
for the year ended December 31, 2021 and the accompanying Annual fncome Tax
Return are im accordance with the books and records of CORBOX CORPORATION
camplete and corect in all matenial respects. Managoment likowise affinns that

a) the Annual [scome Tax Return bas been propased i scoordance with the
provisions of the National Internal Rovenoe Code, as amended, and pertinent
tax rogulations and other issuamces of the Department of Fisance and Bureau
of [sternal Revenue,

b) say dtspanity of figures in the submitied sepoets arising from the preparstion of
finenclal statements ponsuant to fineacisl sccounting standards and the
preparation of the incomne tax rebarm pursuant (o tax accounting roles has been
reported as reconciding flems and mainteined i the company’s books and
reconds in accordance with requiresneats of Revenue Regulations No § -2007
and other relevamt issuances;

c) the CORBOX CORPORATION bas filed ull applicable tax retums, reports
and staternents required to be filed under Philippine tax laws for the reporting

period, and all taves and other smpositions shown thereca %0 be due and

MMMMMMWmMWMMw

good faith,

EFEREY L Y1

Acchess: Toyud, Uio-on, Cabu PhEpoines ewmm_wwm
k : 424 Dept.: Tel. No.: [032) 424 918510 86

Tolofo No. (032) 424 3430 Tedafox No. !031 084384

Gilobe Col. # 0917 3298507



STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

mm«oomxmmmxbwumm
MMW&MWM&IMMM&M
Mfwﬁnyul(s)akdmn.Ml.mmwiththow
fineacial reporting framework indicated therein, and for sech imernal control as
manigement determines is neccssary 1o cuable the preparation of financsal sttements
that ar¢ free from material misstatoment, whether due to fraud or error.

l-Mthmmbmhmmh
(hm':ubi&ybm:sammmnanﬁﬁbm
related 1o going comcern and using the going coocern basis of accounting unloss
masagement etfher intonds W liquidate the Company of 10 couse operations, or has no
realistic aliernative but 10 do so

The Bosd of Directors is responsible for oversecing the Company's financial
eporting process.

The Board of Dwrectors reviews and approves the fisancial statements including the
schedules attached therein, snd submits the sume 1o the stockholdery.

Gmrmmamuinwmwwum
has sudited the financial statements of the company in accordance with Philippioe

Standurds on Auditing, and in its report (0 the stockhalders, has expressed its optadon
oa the fumess of presentation upon completion of such andit

3$

Printed o
/

Signature

Pringed

Sipnature

P TCASLXTT
C. KU

Signed this OET duy of Aguil, 2022

Acaress: Tayud, Lio-an, Cebu Prllippines E-mall Ao COrbos_Oomponamion@yahoo.oom
Scles Dapt.: Tol. No: (032)424 91811084  Accig. Dept: Tel.

Telalax No. ) 424 8433 Tedodox

SunCal @ 8186166 Gicbo Cal. # 0917 3295307



GERTRUDES TAN MATA

CEXIIMLD PUBLIC ACCOUNTANT

IR

STATEMENT OF REPRESENTATION
TO THE SECURITIES AND EXCHANGE COMMISSION:

In comection with my examination of the AMENDED finencial ststesnents of the
CORBOX CORPORATION which are 10 be submitied o the Commission, |

bereby represent the following:

1. That | am in the active geasctice of @ accounting profession and dely
registerod with the Board of Accosatancy (BOA )

2 The sid fasacial ststoments are presented In conformity with Philippine
Financial Reporting Standards In all cases where | shall expeess so unqualified
opimion; except that is case of any departice from such primciplos, [ shall
indicate the nature of the departure, the offects thereof, and the ressons why
compliance with the principles would result in a misleading statesoent, if sech
isafxt

3. Tt | shall Rally meet the requizements of e indopondence &3 provided for i
Section 14 of the Code of Professional Pxbics for CPAs,

4, That in conduct of the andi, | shall comply with Philippine Standards i
Anditing. In case of ey deperture froe such standasds o sy limitation & the
soope of my examination, | shall indicate the mature of depsrture snd the
extert of the limitation, the reasons therefore and e effects thereof on the
expression of my oplnlon or which may pecessimie the negation of the
expression of sn opinion;

5. That | shall comply with the applicable rules and regulacions of the Securities
and Exchesge Commission i the preparatioo and subesissica of financial
stalemcnty; and

6. That reletive to the exprexsion of my opinion on the wid fimancia) stvements,
1 shall not commit any scts discroditable 10 the peofession as provided wader
the Code of Profiessicea) Ethics for CPAs

As 8 CPA cogaged in public practios, | make thess representations in myy individuel
capachy.

WA

TIN No. 118528672

PRC Board Cert. No. 47310

BIR Accreditaticn No.

AN: 13<740218-003-2022 urnii Mar. 01, 2025
PRCBOA Registration No 0939 until Nov, 23, 2022
PTR No. 3455735 dated, 010672022 Ceba Clty



GERTRUDES TAN MATA

CERTIFIED PUBLIC ACCOUNTANT

Sto Nifie Compound Panganiban St,, Cebu City
Tel. No, 423.9405/564-3385

INDEPENDENT AUDITOR’S REPORT

The Board of Directors and Stockholders
CORBOX CORPORATION
Tayud Liloan, Cebu

Report on the Awdit of the Financial Statements

Opinion

I have audited the AMENDED financial statements of CORBOX CORPORATION., which comprise the
statements of financial position as at December 31, 2021 and 2020, and the statements of comprehensive income,
statemenis of chenges in equity and statements of cash flows for the years then ended, and noies to the financiat -
statements, including 8 summary of sigaificant accounting policies.

In my opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of the Company as at December 31, 2021 and 2020, and its-financial performance and its cash flows for the years
then ended in accordance with Philippine Financial Reporting Standards (PFRSs).

Basis for Opinioa

1 conducted my audit in accordance with Philippine Standards on Auditing (PSAs). My responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financlal Statements
seotion of my report. I am Independent of the Company in accordance with the Code of Ethics for Professional
Aceountants in the Phitippines (Code of Ethies) together with the ethical requirements that are relevant ko my
audit of the financial staterments in the Philippines, and I have fulfilled my other ethical responsibiliiies in
accordance with these requirements and the Code of Ethics. 1 believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my opinion. :

Responsibilities of Mansggement and Those Charged with Governanece for the Financizl Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance with
PFRSs, and for such internal conrol as management determines is necessary to enable the preparation of financial
statoments that are free from material misstatement, whether due to fraud or emor.

in preparing the fitancial statements, menagement is responsible for assessing the Campany’s ability to continue
as 2 going concern, disclosing, as applicable, matiers related to going concern and using the gokag concern basis
of accounting uniess menagement either intends to liquidate the Compeny or to cease operations, or has no
realistic atternative but to do sc.

Those charged with governance ave responsibie for overseeing the Company’s financial reporting proocess.

Auditor’s Responsibilities for he Audit of the Financial Statements

My objectives 13 to obtain reasonable assurance about whether the financial statements as e whole are free from
malerial misstaternent, whether due to fraud or error, and to issue an auditor*s report that includes my opinion.
Reasonable assurance is 8 high level of assurance, but is not a guarantes that an audit conducted in accordance
with PSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered malerial If, individually or In the aggregate, they conld reasonably be expected ta influence the
economic decisions of users taken on the basis of thase financial statements. -

As part of an sudit in accordance with PSAs, T exercises professional judgment and maintain professional
skepticism throughout the audit. § also:

¢ Identify and assess the risks of material misstaiement of the financial statements, whether due to fraud or
error, design and perform audit prosedures responsive to those risks, and obtain audit evidence thut is
sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resufting Inwn error, as frand may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

» Obtain an understandmg of internal control relevant te the audit in order to design audit procedures that
are appropriate in the circumstances, but not for ihe purpose of expressing an opinion on ihe
effectiveness of the Company’s internal control.
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CORBOX CORPORATION _
STATEMENTS OF FINANCIAL POSITION :
FOR THE YEARS ENDED DECEMBER 31, 2021 & 2020

Notefs) 2021 2020
ASSETS
CURRENT ASSETS
Cash and cash equivalents 3&5 141,679,285.00 47,505,627.00
Accounts Recejvable 3&6 594.317,728.00 516,114,279.00
Inventories 3&7 2,084,775,917.00 2,308,142,376.00
Other Current Assets 8 45,562,521.00 28.539.649.00
Total Current Assets 2,866,335,451.00 2,900,301,931.00°
NONCURRENT ASSETS
Investmenis ' 81,675,000.00 -
Property, plant and equipment - net 3&10 772,738,099.00 510,725,720.00.
Security Deposits 349 416.00 349.416.00
Total Noncurrent Assets 854,762,515.00 511,075,136.00
TOTAL ASSETS ' 3,721,097,966.00 __3.411,377,067.00
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES : ' ,
Accounts payable and accreed expenses 11 2,850,763,135.00 2,848,686,994.00
Income Tax Payable . 12 18,560,332.00 '18.611,050.00 -
Oiher current Habilities 13 1,929,648.00 1,998,720.00
Loans Payable 14 382,849,680.00 121,831,579.00

Total Current Liabilities

3,254,102,795.00

2,991,128,343.00

TOTAL LIABILITIES

3,254,102,795.00 - 2,991,128,343.00
STOCKHOLDERS‘ EQUITY , S
Capital stock 15 150,000,000.00 150,000,000.00
Retained Earnings 316,995,170.00 270,248,723.00
Total Stockholders' Equity - 466,995,170.00 420,248,723.00
' 3,721,097,966.00 3,411,377,067.00

See accompanying Notes to Financial Stas'emesq.

h



CORBOX CORPORATION

STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2021 & 2020

Notos 2021 2020
SALES - NET 2&16 . 2,987,764,022.00  2,481,487.310.00.
COST OF GOODS SOLD 17 2,815,234,456.00  2,336,399,466.00
GROSS PROFIT 172.529.566.00 145,087,844.00
OPERATING EXPENSES 18 | 98,288,241.00 83,051,011.00
INCOME (LOSS) BEFORE TAX 74.241,325.00 62.036,833.00
18,560,332.00  18,611,050.00°

PROVISION FOR INCOME TAX - 12

NET INCOME AFTER TAX .

55,680,993.00

43,425,783.00

OTHER INCOME .
Interest Income 65,454.00 162,850.00
NET INCOME (LOSS) 53,746,447.00 43,528,633.00 -

Sex arcompanying Notes io Financial Stuisments



CORBOX CORPORATION

STATEMENTS OF CHANGES IN §STOCKHQLDERS' EQUITY

FOR THE YEARS ENDED DECEMRBER 31, 2021 & 2020

Capital Stock Retasined Eamings Total

- Approprinted Unappropriuted
BALANCE AT JANUARY 01, 2020 150,000,000.00  185,000,000.00 47,723,562.00 382,723,562.00
Additional Apprapration for the year -
Net income (loss) for the year 43,528633.00  43,528,633.00
Prior Year Adjustments (Deficiency Tax) (3,003,472.00)  (3,003,472.00)
Cash Dividends

(3,000,000.00)  (3,000,000.00)

BALANCE AT DECEMBER 31, 2020 150,000,000.00

185,000,000.00

85,248,723.00  420,248.723.00 -

BALANCE AT JANUARY 01, 2021 159,000,000.00
Net inoomie (Foss) for the year -
Cash Dividends

185,000,000.00

85,248,723.00  420,248,723.00
55,746,447.00  55,746,447.00
{,000,000.00)  ($,000,000.00)

BALANCE AT DECEMBER 31, 2021 150,000,000.0{}

185,000, 000,00

“131,095,170.00 — 466,995,170.00



CORBOX CORPORATION
STATEMENTS OF CASH FLOWS
‘FOR THE YEARS ENDED DECEMBER 31, 2021 & 2020

2021 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Income (loss) before Income tax 74,241,325.00 62,036,833.00
Adjustment for:
Depreciation 49,886,717.00 37,524,365.00
Other Income 65,454.00 102,850.00
Prior Year Adjustments (Deficiency Tax) - (3.003,472.00)
OPERATING INCOME BEFORE 124,193,496,00 96,660,576.00
WORKING CAPITAL CHARGES
Decrease (Jacresse) in:
Accounts Receivable {78,203,449.00) 27,423,523.00
Inventories and supplies 223,366,459.00 {396,412,845.00)
Other Current Assets {17,022,872.00) 5,427,235.00
Due from Related Parties :
Increase (docrease) in:
Accounts payable and accrued expenses 2,076,141.00 537,445,803.00

" Tocome Tax Paid (18,611,056.00) 19,908,685.00
Other current fabilities (69,072.00) 179,596.60
Net cash provided by operating activities 235,729,653.00 290,632,573.00
CASH FLOWS FROM INVESTING ACTIVITIES : '
Addition to Property and Equipment (311,899,096.00) (141,216,543.00) -
Investments (81,675,000.00)
Net cash used in investing activities (393,574,096 .00) (141,216,543.00)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds (Paymenis) from Loans Payable 261,018,101.00 (130,656,945.00) -
Additional Paid up Capital ' :
Cash Dividends Paid (9.000,000.00) - {3,000.000.00)

Net cash provided by (used in) ﬁnnncmg activities

252,018,101.00

(133,656,949.00)

NET INCREASE (DECREASE) IN CASH

AND CASH EQUIVALENTS 94,173,658.00 (24,058,289.00)
CASH AND CASH EQUIVALENTS '

BEGINNING OF YEAR 47,505,627.00 71,563.916,00
CASH AND CASH EQUIVALENTS N

AT END OF YEAR 141,679,285.00 47,505,627.00

See gecompanying Nows to Financiol Statements



Schedules 2021

5. CASH AND CASH BEQUIVALENTS

Cash on Hand & in Bank
Petty Cash Fund
CASH AND CASH EQUIVALENTS

8. RECEIVABLES
Accounts Receivable

7. INVENTORIES

Raw Materigls
Work in Process
Rinished Goods

& OTHER CURRENT ASSETS
VAT Input
Credimble Withholding Tax - excess
Input mx amortization

10. INVESTMENTS
Invesment to Calumpang Packaging Corporation
Invesment to Qbitprint Inc,
Invesment to Qbits Resousces Corporation
Invesment to Steniel Miodanao Cozporation

11 ACCOUNTS PAYABLE AND OTHER ACCRUED EXPENSES

Accounts Payable - Trade
SSS/PHIC Prem, Payable
HDMF Premium Papable
888 Loan
HDME Loan

2021 2020
141,579,285.00 #7,405,627.00
100,000.00 100,000.00
141,679,285.00 47,505,627.00
2021 2020
594,317,728.00 516,114,279.00
2021, 020
2,046,158,663.00 2,128,451,465.00
14,662,223.00 64,414,820.00
23,955,031.00 115,276,091.00
2,084,775,917.00 2,308,142,376.00
2024, 2020
5,670,071.00 575,087.00
26,425,548.00 17,850,672.00
13,466,902.00 10,113,890.00
45,562,521.00 28,539,649.00
2024 2020
300,000.00
300,000.00
300,000.00
80,775,000.00
81,675,000.00 -
2021 2020
2,505,398,043.00 2,848,138,771.00
345,181.00 383,599.00
35,400.00 37,000.00
71,232.00 54,119.00
82,771.00 73,505.00
2,005,932,627.00 9,848,686,994.00
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2021 2020
QOperating Income (Loss) before Tax 19,074,833.00 62,036,833.00
Add: Noa Deductible Expense =
19,071,833.00 62,036,833.00
Tax rate 25% 30%
Tax Due 4,767,958.00 18,611,050.00
Less: quarterly payments - .
Income Tax Payable 4,767,958,00 18,611,050.00
To velidate the correct tax liability, 2 computation of the Minimum Cerporate Lacome
Tax (MCIT) was made as follows: '
2028 2020
Revenues 2,987,764,023.00 2,481,487,310.00
Less: Cost of Services 2,870,403,947.00 2,3%6,599,466.00
Gross Profit 117,360,076.00 145,087,844.00
Tax rate 2% 2%
Tax Due 2,347,201.52 2,901,757.00
13 OTHER CURRENT LIABILITIES
2021 2020
Withheld Tax - Compensation 224,792.00 53,587.00
Withheld Tax - Dividends 600,000.00 206,000.00
Withheld Tax - Expanded 1,104,856.00 1,745,133.00
1,925,648.00 1,998,720.00
14. LOANS PAYABLE
2021 2020
Loans Payable 382,849,680.00 121,831,579.00
16. SALES
2021 2020
Sales - VAT 1,914,532,283.00 1,623,190,340.00
Sales — Zero Raged 1,073,231,739.00 858,296,970.00
Net Sales 2,987,764,022.00 2,481,487,310.00
17. COST OF GOODS SOLTy
2021 2020
Direct Materiks:
Raw Matezials, Beg, 2,128,451,465.00 1,669,306,330.00
Add: Purchases - Divect Material 1,980,316,060.00 2,180,751,116.00




Total Matetials Avaidlable for Sale

Less: Raw Materials, End
Tatal Raw Materials Used
Direct Labog
Factory Oveghead:

Ractory Supplies & Printing

Depreciation Pactory
Light 8 Wates

Repair & Maintenance
Freighe & Trucking

Gas & Ol

Indirect Labor

13th Month Pay

Rental Factory

888 & Others

Total Bactory Qveshead
Total Manufactuting Cost

Add: Work in Process, Beg.

Totad Cost Place in Process
Less: Work in Process, End

Total Cost of Goods Manufactared

Add: Finished Goods, Beg
Total Goods Available for Sale
Less: Finished Goods, Bad

TOTAL COST OF GOODS SOLD

18, OPERATING EXPENSES

Salaties, Wages & 13th Month
Sepatation pay

Freight & trucking Expenses
Qttice Supplies Used
Secutity Services

Gas &0l

885 & Othet Taxes
Depreciation - Admin

Toxes & Licenses

‘Telephone & Telegraph
Commission Expease
Insurance Expense
Representation Expense
Meal/Transportation/ Travel
Light & Water
Medical/Dental

Repair & Maintenance
Advertisement & Promotion
Legal /Professional Fees
Bank Charges

4,108,767,525.00 3,850,057,446.00
2,046,158,663.00 2,128,451,465,00
2,062,608,862.00 1,721,605,981.00
34,616,116.00 33,321,088.00
47,862,590,00 41,505,575.00
49,598 685.00 37,236,333.00
143,304,973.00 132,064,838.00
114,921,187.00 68,403,182.00
162,440,941.00 123,266,679.00
17,999,295.00 17,933,584.00
90,572,797.00 87,935,892.00
1,866,664.00 2,170,967.00
1,782,554.00 6,674,399.00
1,755,627.00 1,458,718.00
$32,105,313.00 518,740,107.00
2,729,330,291.00 2,273,667,176.00
64,414,820.00 90,088,192,00
2.793,745,111.00 2,363,755,368.00
14,662,223.00 64,414,820.00
2,779,082,888.00 2,299,340,548.00
115,276,091.00 152,335,009.00
2,894,358.979.00 2,451,675,557,00
23,955,031,00 115,276,091.00
2,870,403,948.00 2,336,399, 466.00
2021 2020
13,060,554.00 12,381,861.00
665,340.00 870,980.00
10,436,537.00 _ =
3,510,025.00 3,645,123.00
- 10,197,911.00 10,968,592.00
1,351,651.00 1,122,097.00
$90,463.00 747;161.00
588,032.00 288,032.00
8,305,483.00 7,637,741.00
480,886.00 349,813.00
2,538,074.00 2,221,710.00
7,531,887.00 7,673,625.00
381,730.00 1,476,338.00
. 150,132.00
7,178,841.00 3,190,628.00
406,420.00 234,463.00
17,272,592.00 12,178,962.00
85,214.00 507,778.00
4582,636.00 2,979,518.00



Seminacs & Trainiog 138,725.00 257,988.60
Interest Expense 8,78%,239.00 14,128,469.00
98.288,241.00 83,051,011.00

20, SUPPLEMENTARY INFORMATION REQUIRED BY BUREAU OF INTERNAL REVENUE'S RR

a.  Sales and Output VAT

Sales Amount Qarput VAT
VATable Sales 1,914,532,283.00 229, 143,874.00
Zeto Rated Sales : _ 1,073,231,739.00
2.087.764,022.00 229,743,874.00
b. Ieput VAT .
Purchzse Amount Toput VAT
Input Tuxes on Goods 1,679,329,997.00 201,519,600.00
Taput Taxes on Setvices 240,194,237.00 28,823,308.00
Previous Year Facess Input 575,087.00
Quasterly VAT payments 2,962,663.00
Ceeditable VAT 1,533,287.00
: 1,919,524.234.00 . 235,413,945.00
VAT Input as of December 31, 2021 -5,670,071.00
¢ Witholding Taxes
Amount
Witholding Tax-Expanded 1,104,856.00
Withteld "Tax - Dividends 600,000.00
Witholding Tax-Compensation 224,792.00
1,929,648.00
d.  Taxes end Licenceses
Asrnouant
Businesa ‘Tax ) 4,793,577.69
Property Tax 4 2,428,627.60
Documentary Stamp Tax 605,812.50
Permit and Licenses , : 211,374.24
LTO Renewals 265,590.77
Annuel Registration Fee 500,00

8,305,482.80




CORBOX CORPORATION
NOTES TO FINANCIAL STATEMENTS

I,

CORPORATE INFORMATION

Corbox Corporation is a domestic stock corporation incorporated under the laws of the Republic of
the Philippines. It was registered with the Securities and Exchange Commission on December 18,
2002 under Reg. No. C200201437 and with the Burean of Internal Revenue under Reg. No.
2RC0000073496 dated Januvary 06, 2003 with TIN 221-721-131-000. The primary purpose is to
engage in business as a general merchant, specializing in but not limited to the sales, manufacturing
of containers, boxes of papers and paperboard, trading, importing, exporting and service of
packaging. The company operates within the Philippines.

The registered office address of Corbox Corporation is located at Tayud, Liloan, Cebu,

The financial statements as of December 31, 2021 were authorized and approved for issue by the
Board of Directors on April 03, 2022.

BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE

Basis of aration

The accompanying financial statements of the Company have been prepared on the historical cost
basis, except for the derivative financial instruments, investments held for trading and available-for-
sale {AFS) investments, which have all been measured at fair value., The financial siatements are
presented in Philippine peso, which is the Company’s functional and presentation currency under
Philippine Financial Reporting Standards (PFRS). All values are not rounded to the nearest peso (P
0.,00), except when otherwise indicated. '

The accompanying financial statements have been prepared on a going concern basis, which
contemplate the realization of assets and settlement of liabilities in the notmal course of business.

Statement of Compliance

The consolidated financial statements have been prepared in compliance with PFRS, PFRS includes
statetments named PFRS, Philippine Accounting Standards (PAS) and Philippine Interpretations from
International Financial Reporting Interpretations Committee (IFRIC) issued by the Financial
Reporting Standards Council (FRSC). :

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting pelicies adopted are consistent with those of the previous year presented in fha
consolidated financial statements, except for the changes in accounting policies as explained below.
The adoption of the amended standards and interpretations did not have any impact on the financisl
statements.

doption of Amendm: s and Interpretations

The FRSC approved the adoption of a number of amendments to standards and interpretations as part
of PFRS. The Company has adopted the following amendments to PFRS 7 and interpretation starting
January 1, 2013 and accordingly, changed its accounting policies.

s Amendments to PFRS 7, Disclosures - Transfers of Financial Assets, which requires additional .
disclosures about transfers of financial assets. The amendments require disclosure of information
that enables users of the consolidated financial statements to understand the relationship between
transferred financial assets that are not derecognized in their entirety and the associated liabilities;
and to evaluate the nature of, and risks associated with, the entity’s continulng involvement in the
derecognized financial assets.



s PIC Q&A No. 2011-03, Accounting for Tnter-company Loans, provides guidance on how should
an interest free or below market rate loan between companies be accounted for in the separate or
stand-alone financial statements of the lender and the borrower (1) on the initial recognition of the
loan; and (ii} during the periods to repayment.

The adoption of the above amendments to PFRS 7 and interpretation did not have a material effect on
the consolidated financial statements. Additional disclosures required by the amendments to PFRS 7
and interpretation were included in the consolidated financial statements, whete applicable.

New and Revised Standards, Amendments to Standards and Interpretations Not Vet Adopted

A number of new and revised standards, amendments to standards and interpretations are effective for
annual periods beginning after January 1, 2013, and have not been applied in preparing the
consolidated financial statements, Those whlch may be refevant to the company are set out below.
Except as otherwise indicated, none of these is expected to have a significant effect on the
consolidated financial statements of the company. The company does not plan to adopt these
standards early.

The company will adopt the following new and revised standards, amendments to standards and
interpretations on the respective effective dates:

» Presentation of Items of Other Comprehensive Income (Amendments to PAS 1, Presentation of
Financial Statements). The amendments: (a) require that an entity present separately the ifems of
other comprehensive income that would be reclassified to profit or loss in the future if certain
conditions are met from those that would never be reclassified to profit or loss; (b) do not change
the existing option to present profit or loss and other comprehensive income in two statements;
and (¢} change the title of the consolidated statement of comprehensive income to consolidated
statement of profit or loss and other comprehensive income. However, an entity is still allowed to
use other titles. The amendments do not address which items are presented in other
comprehensive income or which items need to be reclassified. The requirements of other PFRS
continue to apply in this regard. The adoption of the amendments is required for annnal periods
begianing on or after July 1, 2013.

» Disclosures: Offsetting Financial Assets and Financial Liabilities (Amendments to PFRS 7).
These amendments include minimum disclosure requirements related to financial assets and
financial liabilities that are: (a) offset in the consolidated statements of financial position; or (b}
subject to enforceable master netting arrangements or similar agreements. They include a tabular
reconciliation of gross and net amounts of financial assets and financial liabilities, separately
showing amounts offset and not offset in the consolidated statements of financial position. The
adoption of the amendments is required to be retrospectively applied for annual periods beginning
on or after January 1, 2014.

¢ PFRS 10, Consolidated Financial Statements, introduces a new approach to determining which
investees should be counsolidated and provides a single model to be applied in the control analysis
for all investees. An investor controls an investee when: (a) it is exposed or has rights to variable
retumns from its involvement with that investee; (b) it has the ability to affect those returns through
its power over that investee; and (c) there is a link between power and returns, Control is
reassessed as facts and circumstances change. FFRS 10 supersedes PAS 27 (2008), Consolidated
and Separate Financial Statements and Philippine Interpretation Standards Interpretation
Committee (SIC) - 12, Consolidation - Special Purpose Entities. The adoption of the new standard
may resuft to changes in consolidation conclusion in respect of the company’s investees which
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may lead to changes in the current accounting for these investees. The adoption of the new
standard is required for annual periods beginning on or after Januvary 1, 2014,

PFRS 11, Joint Arrangements, focuses on the rights and obligations of joint arrangements, rather
than the legal form (as is currently the case). The new standard: (a) distinguishes joint
arrangements between joint operations and joint ventures; and (b) eliminates the option of using
the equity method or proportionate consolidation as # always requires the use of equity method
for jointly controiled entities that are now called joint ventures, PFRS 11 supersedes PAS 31,
Interests in Joint Ventures and Philippine Interpretation SIC 13, Jointly Controlled Entities - Non-
Monetary Contributions by Venturers, The adoption of the new standard is required for annual
periods beginning on or after January 1, 2014,

PFRS 12, Disclosure of Interests in Other Entities, contains the disclosure requirements for
entities that have interests in subsidiaries, joint arrangements (.., joint operations or joint
ventures), associates and/or unconsolidated structured entities. The new standard provides
information that enables users to evaluate: (a) the nature of, and risks associated with, an entity’s
interests in other entities; and (b) the effects of those interests on the entity’s financial position,
financial performance and cash flows. The company is currenily assessing the disclosure
requirements for interests in subsidiaries, joint arrangements and associates fn comparison with
the existing disclosure. The adoption of the new standard is required for annual periods beginning
on or after January 1, 2014,

Consolidated Financial Statcments, Joint Arrangements and Disclosure of Interests in Other
Entities: Transition Guidatice (Amendments to PFRS 10, PFRS 11, and PFRS 12). The
amendments: (a) simplify the process of adopting PFRS 10 and 11, and provide relicf from the
disclosures in respect of unconsolidated structured entities; (b) simplify the transition and provide
additional relief from the disclosures that could have been onerous depending on the extent of
comparative information provided in the consolidated financial statements; and (¢) limit the
restatement of comparatives to the immediately preceding period; this applies to the full suite of
standards. Entities that provide comparatives for more than one period have the option of leaving
additional comparative periods unchanged. In addition, the date of initial application is now
defined in PFRS 10 as the beginning of the annual reporting period in which the standard is
applied for the first time. At this date, an entity tests whether there is a change in the consolidation
conclusion for its investees. The adoption of the amendments is required for annwal periods
beginning on or after January 1, 2014,

PERS 13, Fair Value Measurement, replaces the fair value measurement gnidance contained in
individual PFRS with a single source of fair value measurement guidance. It defines fair value,
establishes a framework for measuring fair value and sets out disclosure requirements for fair
value measurements, It explains how to measure fair value when it is required or permitted by
other PFRS, It does not introduce new requirements to measure assets or liabilities at fair value
nor does it eliminate the practicability exceptions to fair value measurements that currently exist
in certain standards. The company is currently reviewing its methodologies in determining fair
values. The adoption of the new standard is required for annual periods beginning on or after
January 1, 2014, .

PAS 19, Employee Benefits (Amended 2011), includes the following requirements: (2) actuarial
grins and losses are recognized immediately in other comprehensive income; this change wiil
remove the corridor method and eliminate the ability for entities to recognize all changes in the
defined benefit obligation and in plan assets in profit or loss, which is curmrently allowed under
PAS 19; and (b) expected return on plan assets recognized in profit or loss is calculated based on
the rate used to discount the defined benefit obligation. The adoption of the amendments is
required to be retrospectively applied for annual periods beginning on or after January 1, 2014.



PAS 27, Separate Financial Statements (201 1}, supersedes PAS 27 (2008), PAS 27 (201 1) carries
forward the existing accounting and disclosure requirements for separate financial statements,
with some minor clarifications. The adoption of the amendments is required for annual periods
beginning on or after January 1, 2014.

PAS 28, Investments in Associates and Joint Ventures (201 1), supersedes PAS 28 (2008). PAS 28
(2011) makes the following amendments: (a) PFRS 5, Noncurrent Assets Held for Sale and
Discontinued Operations, applies to an investment, or a portion of an investment, in an associate -
or a joint venture that meets the criteria to be classified as held for sale; and (b) on cessation of
significant influence or joint control, even if an investment in an associate becomes an investment
in a joint venture or vice versa, the entity does not re-measure the retained interest. The adoption
of the amendments is not expected to have an effect on the consolidated financial staternents since
the company continues to account for its investments in associates at equity method, The adoption
of the amendments is required for annual periods beginning on or after J anuary 1, 2014,

Improvements to PFRS 2009-2011 contain amendments to 5 standards with consequential
amendments to other standards and interpretations, of which only the following are applicable to
the company:

Comparative Information beyond Minimum Requirements (Amendments to PAS 1). These
amendments clarify the requirements for comparative information that are disclosed voluntarity
and those that are mandatory due to retrospective application of an accounting policy, or
retrospective restatement or reclassification of items in the consolidated financial statements. An
entity must include comparative information in the related notes to the consolidated financial
statements when it voluntarily provides comparative information beyond the minimum required
comparative period. The additional comparative period does not need to contain a complete set of
consolidated financial statements. On the ofher hand, supporting notes for the third balance sheet
(mandatory when there is a retrospective application of an accounting policy, or retrospective
restatement or reclassification of items in the consolidated financial statements) are not required.
The adoption of the amendments is required for annual periods beginning on or after January 1,
2014,

Presentation of the Opening Statement of Financial Position and Related Notes {Amendments to
PAS 1). The amendments clarify that: (a) the opening consolidated statement of financial position
is required only if there is: (i) a change in accounting policy; (ii) a retrospective restatement; or
(iii} a reclassification has a material effect upon the information in that consolidated statement of
financial position; (b) except for the disclosures required under PAS 8, Accounting Policies,
Change in Accounting Estimates and Errors, notes telated to the opening consolidated statement
of financial position are no longer required; and (¢) the appropriate date for the opening
consolidated statement of financial position is the beginning of the preceding period, rather than
the beginning of the earliest comparative period presented. This is regardless of whether an entity
provides additional comparative information beyond the minimum comparative information
requirements, The amendment explains that the requirements for the presentation of notes related
to additional comparative information and those related to the opening consolidated statement of
financial position are different, because the underlying objéctives are different, Consequential
amendments have been made to PAS 34, Interim Financial Reporting. The adoption of the
amendments is required for annual petiods beginning on or after January 1, 2014. :

Classification of Servicing Equipment (Amendments to PAS 16, Property, Plant and Egquipment),
The amendments clarify the accounting of spare parts, stand-by equipment and servicing
equipment. The definition of ‘property, plant and equipment’ in PAS 16 is now considered in
determining whether these items should be accounted for under this standard. If these items do not



5

meet the definition, then they are accounted for using PAS 2, Inventories. The adoption of the
amendments is required for annual periods beginning on or after January 1, 2014.

Income Tax Consequences of Distributions (Amendments to PAS 32, Financial Instruments
- Presentation). The amendments clarify that PAS 12, Income Taxes applies to the accounting for
income taxes relating to: (a) distributions to holders of an equity instrument; and (b) transaction
costs of an equity transaction. This amendment removes a perceived inconsistency between PAS
32 and PAS 12. Before the amendment, PAS 32 indicated that distributions to holders of an equity
instrument are recognized directly in equity, net of any related income tax. Howsver, PAS 12
generally requires the tax consequences of dividends to be recognized in profit or loss. A similar
consequential amendment has also been made to Philippine Interpretation IFRIC 2, Members’
Share in Co-operative Entities and Similar Instruments, The adoption of the amendments is
required for annual periods beginning on or after J anuary 1, 2014,

Segment Assets and Liabilities (Amendments to PAS 34). This is amended to align the disclosure
requirements for segment assets and segment liabilities in interim consolidated financial
statements with those in PFRS 8, Operating Segments. PAS 34 now requires the disclosure of 2
measure of fotal assets and liabilities for a particular ‘reportable segment. In addition, such
disclosure is only required when: (a) the amount is vegularly provided to the chief operating
decision maker; and (b) there has been & material change from the amount disclosed in the last
annual consolidated financial statements for that reportable segment. The adoption of the
amendments is required for annual perieds beginning on or afler January 1, 2014,

Offsetting Financial Assets and Financial Liabilities {Amendments to PAS 32). The amendments
clarify that: (a) an entity currently has a legally enforceable right to set-off if that right is; (i) not
contingent on a future event; and (if) enforceable both in the normal course of business and in the
event of default, insolvency or bankruptey of the entity and all counterparties; and (b) gross
settlement is equivalent to net settlement I and only if the gross settlement mechanism has
features that: (i) eliminate or tesult in insignificant credit and liquidity risk; and (ii) process.
receivables and payables in a single settlement process or cycle, The adoption of the amendments
is required to be retrospectively applied for annual periods beginning on or after January 1, 2014.

Invesiment Entities [Amendments to PERS 10, PFRS 12, and PAS 27 (2011)]. The amendments
provide consolidation exception for investment funds and require gualifying investment entities to
recognize their investments in controlled entities, as well as investments in associates and joint
ventures, in & single line item in the statement of financial position, measured at fair value through
profit or loss; the only exception would be subsidiaries that are considered an extension of the
investment entity’s investing activities. However, the parent of an investment entity (that is not
itself an investment entity) is still required to consolidate all subsidiaries. This consolidation
exception is mandatory. The adoption of the amendments is required for annual periods beginning
on or after January 1, 2014.

PFRS 9, Financial Instruments (2010) and (2009). PFRS 9 (2009} introduces new requirements
for the classification and measurement of financial assets. Under PFRS 9 (2009}, financial assets
are classified and measured based on the business model! in which they are held and the
charactoristics of their contractual cash flows. PFRS 9 (2010) introduces additions relating to
financial liabilities, The JASB currently has an sctive project to make limited amendments to the
classification and measurement requirements of PFRS 9 and add new requirements to address the
impairment of financial assets and hedge accounting. The adoption of the new standard is
expected to have an effect on the classification and measurement of the company’s financial
agsets. PFRS 9 (2010 and 2009) is effective for annual periods beginning on or after Jenvary 1,
2015.



Aassets and Financial iliti
Date of Recognition. The company recognizes a financial asset or a financial !labxhty in the
consolidated statements of financial position when it becomes a party to the contractual provisions of
the instrument. In the case of a regular way purchase or sale of financial assets, recognition is done
using settlement date accounting,

Initial Recognition of Financial Instruments, Financial instruments are recognized initially at fair
value of the consideration given (in case of an asset) or received (in case of a liability)., The initial
measurement of financial instruments, except for those designated as at FVPL, includes transaction
oosts.

The company classifies its finencial assets in the following categories: held-to-maturity (HTM)
investments, AFS financial assets, financial assets at FVPL and loans and receivables, The company
classifies its financial labilities as either financial liabilities at FVPL or other financial liabilities. The
classification depends on the purpose for which the investments are acquired and whether they are
quoted in an aciive market. Management determines the classification of its financial assets and
financial liabilities at initial recognition and, where allowed and appropriate, re-evaluates such
designation at every reporting date.

Determination of Fair Value, The fair value of financial instrements traded in active markets at the
reporting date is based on their quoted market price or dealer price guotations (bid price for long
positions and ask price for short positions), without any deduction for transaction costs. When current
bid and ask prices are not available, the price of the most recent transaction provides evidence of the
current fair value as long as there is no significant changs in economic circumstances since the time
of the transaction.

For all other financial instruments not listed in an active market, the fair value is determined by using
appropriate valuation techniques, Valuation techniques include the discounted cash flow method,
comparison to similar tnstruments for which inarket observable prices exist, options pricing models
and other relevant valuation models.

‘Day 1° Profit. Where the transaction price in a non-active market is different to the fair value from
other observable current market transactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the company recognizes the difference -
between the transaction price and the fair value (a ‘Day 1’ profit) in profit or loss unless it qualifies
for recognition as some other type of asset. In cases where data used is not observable, the difference
between the transaction price and model value is only recognized i profit or loss when the inputs
become observable or when the instrument is derecognized. For each transaction, the company
determines the appropriate method of recognizing the ‘Day 1’ profit amount. "

Financigl Assets
Financial assets include Cash, Trade and Other Receivables.

Cash are stated at face value. Cash includes cash in bank and petty cash fund, Cash in bank in savings
accounts earn interest at the respective bank deposit rates and these are deposits held at call with
banks. Petty cash funds are intended as workmg funds for a smali amount of expenses such as
periodicals, reproduction cost, transportation, etc :

Trade receivables are recognized and carried at original invoice amount less an allowance for any
uncollectible amount. An estimate of doubtful accounts is made when collection of the fuli amount is
no longer probable.

Financial Assets at FVPL. A financial asset is classified as at FVPL if it is classified as held for
trading or is designated as such upon initial recognition. Financial assets are designated as at FVPL if
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the company manages such investments and makes purchase and sale decisions based on their fair
value in accordance with the company’s documented risk management or investment strategy.
Derivative instruments (including embedded derivatives), except those covered by hedge accounting
relationships, are classified under this category.

Financial assets are classified as held for trading if they are acquired for the purpose of selling in the
near term.

Financial assets may be demgna!ed by management at initial recognition as at FVPL, when any of the
following criteria is met:

»  the designation eliminates or significantly reduces the inconsistent treatment that would otherwise
arise from measuring the assets or recognizing gains or fosses on a different basis;

¢ the assets are part of a company of financial assets which are managed and their performances are
evaluated on a fair value basis, in accordance with a documented risk management or investment
strategy; or

+ the financial instrument contains an mﬁedded derivative, unless the embedded derivative does
not significantly modify the cash flows or it is clear, with little or no analysis, that it would not be
separately recognized.

Derivative instruments are initially recognized at fair value on the date in which a derivative
transaction is entered into or bifurcated, and are subsequently re-measured at fair value, Derivatives
are presented in the consolidated statements of financial position as assets when the fair value is
positive and as lisbilities when the. fair value is negative. Gains and losses from changes in fair value
of these derivatives are recognized under the caption marked-to-market gains (Iosses) mcluded as part
of “Other income (expenses)” in the consolidated statements of income.

The fair values of freestanding and bifurcated forward currency transactions are calculated by
reference to current exchange rates for contracts with similar maturity profiles. The fair values of
commodity swaps are determined based on quotes obtained from counterparty banks.

The combined carrying amounts of financial assets under this category amounted (o P
781,559,534.00 and P 592,159,555.00 ag of December 31, 2021 and 2020, respectwely (Note 3, 5, 6
and 8).

Loans and Receivables. Loans and receivables are non-derivative financial assets with fixed or
deierminable payments and maturitics that are not quoted in an active market. They are not entered
into with the intention of immediate or short-term resale and are not designated as AFS financial
assets or financial assets as at FVPL,

~ Subsequent to initial measurement, foans and receivables are carried at amortized cost using the
effective interest rate method, less any impairment in value. Any interest earned on loans and
receivables shall be recognized as part of “Interest income™ in the consolidated statements of income
on an acerual basis. Amortized cost is calcutated by taking into account any discount or premium on
acquisition and fees that are an integral part of the effective interest rats, The periodic amortization is
also included as part of “Interest income™ in the consolidated statements of income. Gains or losses
are recognized in profit or loss when loans and receivables are derecognized or impaired, as well as
through the amortization process.
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The company’s cash and cash equivalents, trade and other receivables, due from related parties and
long-term receivables are included in this category.

Cash includes cash on hand and in banks which are stated at face value. Cash equivalents are short-
term, highly liquid investments that are readify convertible to known amounts of cash and are subject
to an insignificant risk of changes in value.

The combined carrying amounts of financial assets under this category amounted to P 141,679,285.00
and P 47,505,627.00 as of December 31, 2021 and 2020, respectively (Note 3 & 5.

HIM Investments. HTM investments are quoted non-derivative financial assets with fixed or
determinable payments and fixed maturities for which the company's management has the positive
intention and ability to hold to maturity. Where the company seils other than an insignificant amount
of HTM investments, the estire category would be tainted and reclassified as AFS financial assets.
After initial measurement, these investments are measured at amortized cost using the effective
interest rate method, less irnpairment in value. Any interest earned on the HTM investments shall be
recognized as part of “Interest income™ in the consolidated statements of income on an acerual basis.
Amortized cost is calculated by taking into account any discount or premium on acquisition and fees
that are an integral part of the effective interest rate. The periodic amortization is also included as part
of “Interest income” in the consolidated statements of income. Gains or losses are recognized in profit
or loss when the HTM investments are derecognized or impaired, as well as through the amortization
process. '

The company has no investments accounted for under this category during the year,

AFS Financial Assets, AFS financial assets are non-derivative financial assets that are either
designated in this category or not classified in any of the other financial asset categories. Subsequent
to initial recognition, AFS financial assets are measured at fair value and changes therein, other than
impairment losses and foreign currency differences on AFS debt instruments, are recognized in other
comprehensive income and presented in the consolidated statements of changes in equity. The
effective yield component of AFS debt securities is reported as part of “Interest income” in the
consolidated statements of income. Dividends earned on holding AFS equity securitles are recognized
as “Dividend income” when the right to receive payment has been established, When individual AFS
financlal assets are either derecognized or impaired, the related accumulated untealized gains or
losses previously reported in equity are transferred to and recognized in profit or loss.

- AFS financial assets also include unquoted equity instruments with fair values which cannot be
reliably determined. These instrumetts are carried at cost less impairment in vaiue, if any

The company’s investments in equity and debt securities included under “Available-for-sale financial
assets” account are classified under this category (Note 8).

The carrying amounts of financial assets under this category are nil during the year.

Financial Liabilities :

Financial Liabilities at FVPL. Financial liabilitles are classified under this category through the fair
value option. Derivative instruments (including embedded derivatives) with negative fair values,
except those covered by hedge accounting relationships, are also classified under this category.

The company carries financial liabilities at FVPL using their fair values and reports fair value
changes in profit or loss. '



The company’s derivative liabilities are classified under this category.
The carrying amounts of financial liabilities under this category are nil during the year

Other Financial Liabilities, This category pertains to financial liabilities that are not designated or
classified as at FVPL, After initial measurement, other financial liabilities are carried at amortized
cost using the effective interest rate method. Amortized cost is caloulated by taking into account any

premium or discount and any directly attributable transaction casts that are considered an integral part
of the effective interest rate of the Habitity.

The company’s liabiiities arising from its short term loans, trede and other payables, long-term debt,
cash bonds and other noncurrent liabilities are included under this category.

The combined carrying amounts of financial Habilities under this category amounted to P
3,254,102,795.00 and P 2,99t,128,343.00 as of December 3 1, 2021 and 2020, respectively.

Debt Issue Costs ‘
Debt issue costs are considered as directly attributable transaction cost upon initial measurement of

the related debt and subsequently in the calculation of amortized cost using the effective interest
method.

Derivative Financial Instruments and Hedging
Ereestanding Derivatives

For the purpose of hedge accounting, hedges are classified as either: a) fair value hedges when
hedging the exposure to changes in the fair vaive of 2 recognized asset or Hability or an unrecognized
firm commitment (except for foreign ocurrency risk); b) cash flow hedges when bedging exposure to
variability in cash flows that is either attributable to a particular risk associated with a recognized
asset or liability or a highly probable forecast transaction or the foreign cumency risk in an
unrecognized firm commitment; or ¢) hedges of a net investment in foreign operations.

At the inception of & hedge relationship, the company formally designates and documents the hedge
relationship to which the company wishes to apply hedge accounting and the risk managemeni
objective and strategy for undertaking the hedge. The documentation includes identification of the
hedging instrument, the hedged item or transaction, the nature of the risk being hedged and how the.
entity will assess the hedging instrument’s effectiveness in offsetting the exposure to changes in the
hedged item’s fair value or cash flows atiributable to the hedged risk. Such hedges arc expected to be
highly effective in achieving offsetting changes in fair value or cash flows and are assessed on an
ongoing basis to determine that they actually have been highly effective throughout the financial
reporting periods for which they were designated.

Fair Value Hedge. Derivatives classified as fair value hedges are carried at fair value with
corresponding change in fair value recognized in profit or loss, The carrying amount of the hedged
asset or lability is also adjusted for changes in fair value attributable to the hedged item and the gain
ot loss associated with that re-measurement is also recognized in profit or loss.

When the hedge ceases to be highly effective, hedge accounting is discontinued and the adjustment to
the carrying amount of a hedged financial instrument is amortized immediately.

The company discontinues fair value hedge accounting if the hedging instrument expired, sold,
terminated or exercised, the hedge no longer meets the criteria for hedge accounting or the company
revokes the designation.
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The company has no outstanding derivatives accounted for as fair value hedges during the year -
Cash Flow Hedge. Changes in the fair value of a hedging instrument that qualifies as a highly
effective cash flow hedge are recognized in other comprehensive income and presented under the
“Hedging reserve” account in the consolidated statements of changes in equity. The ineffective
portion is immediately recognized in profit or loss.

If the hedged cash flow results in the recognition of an asset or a liability, all gains or losses
previously recognized directly in equity are transferred from equity and included in the initial
measurement of the cost or carrying amount of the asset or liability. Otherwise, for alf other cash flow
hedges, gains or losses initially recognized in equity are transferred from equity to profit or loss in the
same perfod or periods during which the hedged forecasted transaction or recognized asset or liability
affects profit or loss.

When the hedge ceases to be highly effective, hedge accounting is discontinued prospectively, The
cumulative gain or loss on the hedging instrument that has been reported directly in equity is retained
in equity until the forecasted transaction occurs, When the forecasted transaction is no longer
expected to occur, any net cumufative gain or Joss previously reported in equity is recognized in profit
or loss. :

The company bas no outstanding derivatives accounted for as'a cash flow hedge during the year

Net Investment Hedge. The company bas no hedge of & net investment in a foreign operation during
the year. :

For derivatives that do not qualify for hedge accounting, any gains or losses arising from changes in
fair value of derivatives are taken directly to profit or loss during the year incurred.

Embedded Derivatives
The company assesses whether embedded derivatives are required to be separated from host
- contracts when the company becomes a party to the contract, _

An embedded derivative is separated from the host contract and accounted for as a derivative if ali of
the following conditions are met: &) the economic characteristics and risks of the embedded derivative
are not closely related to the economic characteristics and risks of the host contract; b) a separate
instrument with the same terms as the embedded derivative would meet the definition of a derivative;
and c) the hybrid or combined instrument is not recognized as at FVPL. Reassessment only occurs if
there i3 a change in the terms of the contract that significantly modifies the cash flows that would
ctherwise be required.

De-recognition of Financial Assets and Financial Liabilities
Financial Assets. A financial asset (or, where applicable, & part of 4 financial asset or part of a
company of similar financial assets) is derecognized when:

¢ ' the rights to receive cash flows from the asset have expired;

+ the company retains the right to receive cash flows from the asset, but has assumed an obligation
to pay them in full without material delay to a third party under a “pass-through” arrangement; or

» the company has transferred its rights to receive cash flows from the asset and either: (a) has
transferred substantially all the risks and rewards of the asset; or (b) has neither transferred nor
retained substantially all the risks and rewards of the asset, but has transferred control of the asset.
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When the company has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred control of
the asset, the asset is recognized to the extent of the company’s continuing involvement in the asset.
Continuing involvement that takes the form of guarantee over the transferred asset is measured at
the lower of the original carrying amowmt of the asset and the maximum amotnt of consideration that
the company could be required to Tepay.

Financial Liabilities, A financial liability is derecognized when the obligation under the liability is
discharged, cancelled or expired. When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a de-recognition of the original liability and
the recognition of a new lability. The difference in the respective carrying amounts is recognized in
profit or loss.

Impairment of Financial Assets
The company assesses at the reporting date whether a financial asset or group of financial assefs is

impaived,

A financial asset or a group of financial assets is deemed to be impaired if, and only if, there is
objective evidence of impeirment as a result of one or more events that have occurred after the initial
recognition of the asset (an incurred loss event) and that loss event has an impact on the estimated
future cash flows of the financial asset or the group of financial assets that can be reliably estimated.

Assets Carried at Amortized Cost, For assets carried at amontized cost such as loans and receivables,
the company first assesses whether objective evidence of impairment exists individually for financiat
assets that are individually significant, or collectively for financial assets that are not individually
significant. If no objective evidence of impairment has been identified for a particular financial asset
that was individually assessed, the company includes the asset as patt of a group of financial assets
pooled according to their credit risk characteristics and collectively assesses the group for
impairment. Assets that are individually assessed for impainnent and for which an impairment loss is,
or continues to be, recognized are not included in the collective impairment assessment.

Evidence of impairment for specific impairment purposes may include indications that the borrower
or a company of borrowers is experiencing financial difficulty, default or delinquency in principal or
interest payments, or may enter into bankruptcy or other form of financial reorganization intended to
alleviate the financial condition of the borrower. For collective impairment purposes, evidence of
impairment may include observable data on existing economic conditions or industry-wide
developments indicating that there is & measurable decrease in the estimated futnre cash flows of the
related assets.

If there is objective evidence of impairment, the amount of loss is measured as the difference between
the asset’s carrying amount and the present value of estimated future cash flows (excluding future
credit losses) discounted at the financial asset’s original effective interest rate (i.e., the effective
interest rate computed at initial recognition). Time value is generally not considered when the effect
of discounting the cash flows is not material. If a loan or receivable has a variable rate, the discount
rate for measuring any impairment loss is the current effective interest rate, adjusted for the original
credit risk premium. For collective impairment purposes, impairment loss is computed based on their
respective default and historical loss experience.

The carrying amount of the asset shall be reduced either directly or through use of an allowance
account. The impairment loss for the period shall be recognized in profit or loss, If, in & subsequent
period, the amount of the impairment loss decreases and the decrease can be related objectivelyto an
event occurring after the impairment was recognized, the previously recognized impairment foss is
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reversed. Any subsequent reversal of an impairment loss is recognized in profit or loss, to the extent
that the carrying amount of the asset does not exceed its amortized cost at the reversal date.

AFS Financial Assets. If an AFS financial asset is impaired, an amount comprising the difference
between the cost (net of any principal payment and amomz.atlon) and its current fair value, less any
impairment Joss on that financial asset previously recognized in profit or loss, is fransferred from
equity to profit or loss, Reversals in respect of equity instruments classified as AFS financial assets
are not recognized in profit or loss. Reversals of impairment losses on debt instruments are
recognized in profit or loss, if the increase in fair value of the instrument can be objectively related to
an event ocourring after the impairment loss was recognized in profit or loss.

In the case of an unquoted equity instrument or of a derivative asset linked to and must be settled by
delivery of an unquoted equity instrument, for which its fair value cannot be reliably measured, the
amount of impairment loss is measured as the difference between the asset’s camrying amouat and the
present vaiue of estimated future cash flows from the asset discounted using its historical eﬂ'ect:ve
rate of return on the asset,

Classification of Financial Instruments Between Debt and Equity
From the perspective of the issuer, a financial instrument is classified as debt instrument if it provides
for a contractual obligation to:

e deliver cash or another financial asset to another entity; -

» exchange financial assets or financial ligbilities with another entity under conditions that are
potentially unfavorable to the company; or

» satisfy the obligation other than by the exchange of a fixed amount of cash or another financial
asset for a fixed number of own equity shares.

If the company does not have an unconditional right to avoid delivering cash or another financial
asset to settle its contractual obligation, the obligation meets the definition of a financial liability,
Offsettin .
Financial assets and financial liabilities are offset and the net amount is reported in the consolidated
statements of financial position if, and only if, there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the asset and settle
the Hability simultanecusly. This is not generally the case with master netting agreements, and the
related assets and linbilities are presented gross in the consolidated statements of financial position.

Inventories

Inventories are stated at the lower of cost and estimated selling price less costs to sell. Cost is
determined using the first-in-first-out (FIFO) method. At each reporting date, inventories are assessed
for impairment. If inventory is impaired, the carrying amount is reduced to its sellmg price less costs
1o sell; the impairment loss is recognized iromediately in profit or loss,

Inventories include disclose the components/specifications that are valued at lower of cost and
estimated selling price less costs to sell, using the FIFO method,

For financial reporting purposes, duties and taxes related fo the acquisition of inventories are
capitalized as part of inventory cost. For income tax reporting purposes, such duiies and taxes are
treated as deductible expenses in the year these charges are incurred.

P ] d Equipment
Property, plant and equipment, except land, are stated at cost less accumulated depreciation and
amottization and any accumulated impairment in value. Such cost includes the cost of replacing part
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of the property, plent and equipment at the time that cost is incurred, if the recognition criteria are
met, and excludes the costs of day-to-day servicing. Land is stated at cost less eny impairment in -
value, '

The initial cost of property, plant and equipment comprises its construction cost of purchase price,
including import duties, taxes and any directly attributable costs in bringing the asset to its working
condition and location for its intended use. Cost also includes any related asset retirement obligation
(ARQ) and interest incurred during the construction period on funds borrowed to finance the
construction of the projects. Expenditures incurred after the asset has been put into operation, such as
repairs, maintenance and overhaul costs, are normally recognized as ap expense in the period the
costs are incurred. Major repairs are capitalized as part of property, plant and equipment only when it
is probable that future economic benefits associated with the items will flow o the company and the
cost of the items can be measured reliably. )

Construction in progress (CIP) represents structures under construction and is stated at cost, This
includes the costs of construction and other direct costs. Borrowing costs that are directly attributable
to the construction of plant and equipment are capitalized during the construction period. CIP is not
depreciated until such time that the relevant assets are ready for vse,

For financial reporting purposes, dutics and taxes related to the acquisition of property, plant and
equipment are capitalized. For income tax reporting purposes, such duties and taxes are treated as
deductible expenses in the year these charges are incurred.

For financial reporting purposes, depreciation and amortization, which commences when the asset is
available for fts intended use, are computed using the straight-line method over the following
estimated useful lives of the assets:

Number of Years
Machinery and Equipment 5-10
Delivery Equipment 3-5
Building and Leasehold Improvements . 25-30
Furniture and Fixtures 1-3
Land : . no depreciation

The remaining useful lives, residual values, and depreciation and amottization method are reviewed
and adjusted periodically, if appropriste, to ensure that they are consistent with the expected patiern
of economic benefits from the items of property, plant and equipment.

For income tax reporting purposes, depreciation and amortization are computed using the double-
declining balance method,

The carrying amounts of property, plant and equipment are reviewed for impairment when events or
changes in circumstances indicate that the carrying amounts may not be recoverable.

Fully depreciated assets are retained in the accounts until they are no longer in use and no further
depreciation and amortization are recognized in profit or loss.

An item of property, plant and equipment is derecognized when either it has been disposed of or
when it is permanently withdrawn from use and no fiture economic benefits are expected from its use
or disposal. Any gain or loss arising from the retirement or disposal of an item of property, plent and
equipment (calculated as the difference between the net disposal proceeds and the carrying amount of
the asset) is included in profit or loss in the period of retitement or disposal.
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Investment Property . )

Investment property consists of properties held to earn rentals and/or for capital appreciation but not
for sale in the ordinary course of business, use in the production or supply of goods or services or for
administrative purposes. Investment property, except for land, is measured at cost inclading
transaction costs less accumulated depreciation and amortization and any accumulated impairment in
value. The carrying amount includes the cost of replacing part of an existing investment property at
the time the cost is incurred, if the recognition criteria are met, and excludes the costs of day-to-day
servicing of an investment property. Land is stated at cost less any impairment in value.

For financial reporting purposes, depreciation of office units is éomputed on a straight-line basis over
the estimated useful lives of the assets of 20 years. For income tax reporting purposes, depreciation is
computed using the double-declining balance method.

The residual values, vseful .lives and method of depreciation and amortization of the assefs are
reviewed and adjusted, if appropriate, at each reporting date.

- Investment property is derecognized either when it has been disposed of or when it is permanently
withdrawn from use and no future economic benefit is expected from its disposal. Any gains or losses
on the retirement and disposal of investment property are recoguized in profit or loss in the period of
retirement or disposal.

Transfers are made to investment property when, and only when, there is a change in use, evidenced
~ by ending of owner-occupation or commencement of an operating lease to another party. Transfers
arc made from investment property when, and only when, there is a change in use, evidenced by
commencement of the owner-oceupation or commencement of deveiopment with a view to sell.

For a transfer from investment property to owner-occupied property or inventories, the cost of

property for subsequent accounting is its carrying amount at the date of change in use. If the property

occupied by the company as an owner-occupied property becomes an investment property, the

company accounts for such property in accordance with the policy stated under property, plant and
equipment up to the date of change in use.

Intangible Assets ‘

Intangible assefs acquired separately are measured on initial recogaition at cost. The cost of intangible

assets acquired in a business combination is its fair value as at the date of acquisition. Subsequently,

intangible assets are measured at ¢ost less accumulated amortization and any accumulated impairment

losses. Internaily generated intangible assets, excluding capitalized development costs, are not

capitalized and expenditures are recognized in profit or loss in the year in which the related

- expenditurcs are incurred. The useful lives of intangible assets are assessed to be either finjte or
indefinite. '

Intangible assets with finite lives are amortized over the useful life and assessed for impairment
whenever there i3 an indication that the intangible assets may be impaired. The amortization period
and the amortization method used for an intangible asset with a finite useful life are reviewed at least
at each reporting date. Changes in the expected useful life or the expecied pattern of consumption of
future economic benefits embodied in the asset are accounted for by changing the amortization period
or method, as appropriate, and are treated as changes in accouniing estimates. The amortization
expense on intangible assets with finite lives is recognized in profit or logs consistent with the
function of the intangible asset.

Amortization Is computed using the straight-line method over 5 to 10 years,
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Gains or losses arising from the disposal of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognized in profit or
loss when the asset is derecognized, :

The amount of intangible assets is included under the caption of others in the “Other noncurrent
assets” in the consolidated statements of financial position.

Expenses incurred for research and development of internal projects and internally developed patents
and copyrights are expensed as incurred and are part of “Selling and administrative expenses”
account in the consofidated statements of income. '

Impairment of Nonfinageial Assets : -

The carrying values of property, plant and equipment, investment property and intangible assets with
finite lives are reviewed for impairment when events of changes in circumstances indicate that the
carrying amount may not be recoverable. If any such indication exists, and if the carrying amount
exceeds the estimated recoverable amount, the assets or cash-generating units are written down to
their recoverable amounts. The recoverable amount of the asset is the greater of fair value less costs
to sell and value in use. The fair value less costs to sell is the amount obtainable from the sale of an
asset in an arm’s length transaction between knowledgeable, willing parties, less costs of disposal.. In
assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time vaue of money and the risks
specific to the asset. For an assct that does not generate largely independent cash inflows, the
recoverable amount is determined for the cash-generating unit to which the asset belongs. Impairment
losses are recognized in profit or loss in those expense categories consistent with the function of the
impaired asset,

An assessment is made at each reporting date as to whether there is any indicetion that previously
recognized impairment losses may no longer exist or may have decreased. If such indication exists,
the recoverable amount is estimated, A previously recognized impairment loss is reversed only if
there has been a change in the estimates used to determine the asset’s recoverable amount sitice the
last impairment loss was recognized. If that is the case, the carrying amount of the asset is increased
10 its recoverable amount. That increased amount cannot exceed the carrying amount that would have
beent determined, net of depreciation and amortization, had no impairment loss been recognized for
the asset in prior years. Such reversal is recognized in profit or loss. After such a reversal, the
depreciation and amortization charge is adjusted in fiture petiods to allocate the asset’s revised
carrying amount, less any residual valus, on a systematic basis over its remaining useful life.

Provisions

Provisions arc recognized when: (a) the company has a present obligation (legal or constructive) as a
result of past event; (b) it is probable (i.e., more likely than not) that an outflow of resources
embodying economic benefits will be required to settle the obligation; and (c) a reliable estimate can
be made of the amount of the obligation. Tf the effect of the time value of money is material,
provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current market assessment of the time value of money and the risks specific to the liability. Where
discounting is used, the increase in the provision due to the passage of time is recognized as interest
expense. Where some or sll of the expenditure required to settle a provision is expected to be
reimbursed by another party, the reimbursement shall be recognized when, and only when, it is
virtually certain that reimbursement will be received if the entity settles the obligation. The
reimbursement shall be treated as a separate asset, The amount recognized for the reimbursement
shall not exceed the amount of the provision. Provisions are reviewed ai each reporting date and
adjusted to reflect the current best estimate. ~

The company recognizes provisions arising from legal and/or constructive obligations associated with
cost of dismantling and removing an item of property, plant and equipment and restoring the site



‘16

where it is located, the obligation for which the company iacurs either when the asset is acquired or as
a consequence of using the asset during a particular year for purposes other than to produce
inventories during the year. :

Lapital Stock
Common Shares

Common shares are classified as equity. Incremental costs directly atiributable to the issue of
common shares and share options are recognized as a deduction from equity, net of any tax effects
and any excess of the proceeds over the par value of shares issued less any incremental costs directly
attributable to the issuance, et of tax, is presented in equity as additional paid-in capital,

Retained Earnings

Retained earnings represent the accumulated net income or losses, net of any dividend distributions
end other capital adjustments. Appropriated retained earnings represent that portion which is
restricted and therefore not available for any dividend declaration.

Revenue Recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the

company and the amount of the revenue can be reliably measured. The following specific recognition
criteria must also be met before revenue is recognized:

~ Sale of Goods. Revenue from sale of goods in the course of ordinary activities is measured at the fair
value of the consideration received or receivable, net of returns, trade discounts and volume rebates,
Revenue is recognized when the significant risks snd rewards of ownership of the goods have passed
to the buyer, which is normally upon delivery and the amount of revenue can be measured reliably.

Interest, Revenue s recognized as the interest acerues, taking into account the effective yisld on the
asset. _

Dividend. Revenue is recognized when the compsny’s right as a shareholder to receive the payment is
established, '

Rent. Revenue from investment property is recognized on a straight-line basis over the term of the
lease. Lease incentives granted are recognized as an integral part of the total rent income over the
term of the lease. Rent income is included as part of other income.

- Cost and Expense Recognition

Costs and expenses are recognized upon recéipt of goods, utilization of services or at the date they are
incurred. .

Expenses are also recognized in the consolidated statements of income when a decrease in future
economic benefit related to a decrease in an asset or an increase in a ligbility that can be measured
reliably has arisen, Expenses are recognized in the consolidated statements of income on the basis of
a direct association between costs incurred and the earning of specific items of income; on the basis
of systematic and rational aliocation procedures when economic benefits are expected to arise over
several accounting periods and the association can only be broadly or indirectly determined; or
immediately when an expenditure produces no fiture econiomic benefits or when, aud to the extent
that future economic berefits do not qualify, or cease to qualify, for recognition as an asset.

Leases

The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement and requires an assessment of whether the fulfillment of the arrangement is cdependent
on the use of a specific asset or assets and the arrangement conveys a right to use the asset, A
reassessment is made after the inception of the lease only if one of the following applies:
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(8) there is a change in contractual terms, other than a renewal or extension of the arrangement;

(b) a renewal option is exercised or extension granted unless the term of the renewal or extension
was initially inchsded in the lease term;
(c) there is a change in the determination of whether fulfillment is dependent on a specific asset; or

(d) there is a subsﬁntial change to the asset.

Where a reassessment is made, lease accounting shall commence or cease from the date when the
change in circumstances gives rise to the reassessment for scenarios (a), (¢) or (d), and at the date of
renewal or extension period for scenario (b), above.

Operating Lease

Company as Lessee, Leases which do not transfer to the company substantially all the risks and

benefits of ownership of the asset are classified as operating leases. Operating lease payments are

recognized as an expense in profit or loss on a straighi-line basis over the lease term. Associated costs
such as maintenance and insurance are expensed as incurred.

Company as Lessor. Leases whete the company does not transfer substantially all the risks and
benefits of ownership of the assets are classified as operating leases. Rent income from operating
leases is recognized as income on a straight-line basis over the lease term. Initial direct costs incumed
in negotiating an operating lease are added to the carrying amount of the leased asset and recognized
as an CXpense over the lease term on the same basis as rent income. Com;mgent refits are reoogmzed
as income in the period in which they are eamed.

Borrowing Costs

Borrowing costs are capitalized if they are directly atiributable to the acquisition or construction of a
qualifying asset. Capitalization of borrowing costs commences when the activities to prepare the asset
are in progress and expenditures and borrowing costs are being incurred. Bormrmg costs are.
capitalized until the assets are substantially ready for their intended use. If the carrying amount of the
asset exceeds ifs recoverable amount, an impairment loss is recognized.

Research and Develapment Costs

Research costs are expensed as incurred. Development costs incurred on an individual project are
carried forward when their future recoverability can be reasonably regarded as assured. Any
expenditure carried forward is amortized in line with the expected future sales from the related
project. .

The carrying amowunt of development costs is reviewed for impairment annually when the related
asset is not yet in use. Otherwise, this is reviewed for impairment when events or changes in
circumsiances indicate that the carrying amount may not be recoverable.,

Ermployee Benefits
The company does not have a tax qualified and fully funded defined benefit pension plan covering all

permanent, regular, fall-time employees administered by trustee banks. Retirement benefits cost is
actuarially determined using the projected unit credit method. This method reflects service rendered
by employees up to the date of valuation and incorporates assumptions concerning employees’
projected salaries. Retirement benefits cost includes current service cost, interest cost, expected return
on plan assets, amortization of unrecognized actuarial gains and losses and past service costs, effect
of asset limit and effect of any curtailments or seitlements. Past service cost is recognized as an
expense on a straight-line basis over the average period until the benefits become vested. If the
benefits are already vested immediately following the introduction of, or changes to the plan, past
service cost is recognized immediately as an expense. Actuarial gains and losses are recognized as
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income or expense when the net cumulative unrecognized acharial gains and losses at the end of the
previous reporting year exceed the greater of 10% of the present value of the defined benefit
obligation or the fair value of plan assets at that date. These gains or losses are recognized over the
expected average remaining working lives of the employees participating in the plan,

The defined benefit liability is the aggregate of the present value of the defined benefit obligation and
actuarial gains and losses not recognized, reduced by past service costs not yet recognized and the fair
value of plan assets out of which the obligations are to be settled directly. If such aggregate is
negative, the resulting asset is measured at the lower of such aggregate or the aggregate of cumulative
unrecognized net actuarial losses and past service costs and the present value of any economic
benefits available in the form of reductions in the future contributions to the plan.

If the asset is measured at the aggregate of cumulative unrecognized net actuarial losses and past
service costs and the present value of any economic benefits available in the form of reductions in the
future contributions to the plan, net actuarial losses of the current period and past service costs of the
curtent period are recognized immediately to the extent that they exceed any reduction in the present
value of those economic benefits. If there is no change or an increase in the present value of the
economic benefits, the entire net actuarial losses of the current period and past service costs of the
current period are recognized immedijately, Similarly, net actuariaj gains of the current period after

The company has a corporate performarnce incentive program that aims to provide financial incentives
for the employees, contingent on the achievement of the company’s annual business goals and

(2) Retirement Benefit Obligations — PAS 19 provides that the Company shall recognize as an
expense the undiscounted amount of short-term employees benefits when an employee has
rendered service in exchange for those benefits. It also provides that the Company shall recognize
in its balance sheet as'defined benefit ligbility an amount equal to the excess of the present value
of the defined benefit obligation over the fajr value of the plan assets. If any, plus any
unrecognized actuarial gains ( less arty actuarial losses ) and minys any unrecognized past service
cost. If the resulting amount is a negative (an asset), an entity shall recognize such amount as an
asset subject to the limits prescribed by the Standard. : '

(b} Retirement Benefits — The corporation does not have a funded employee’s retirement benefit plan,
It has not recognized Hability for past service and service and annual costs of earned retirement
benefits due to its employees required under SFAS 24 / PAS 19. The expense is recognized only
when an employee retires and is paid the refirement benefits aceruing to him.

The Company is in the process on evaluation whether to do actuarial valuation in coordination with
frusted insurance company or setting up a trust fand for the employees future retirement benefits
through depositing with the client’s main depository bank. It has not yet engaged the services of an
Actuary to determine the present value of the defined benefit obligation using the projected unit credit
method for the purpose of accruing retirement benefit obligation.
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income or expense when the net cumulative unrécognized actuarial gains and losses at the end of the
previous reporting vear exceed the greater..of- 108 of the present vatue of the defined benefit
obligation or the fair value of plan assets at that date. These gains or losses are recognized over the
expected average remaining working lives of the employees participating in thg plan.

The defined benefit liability is the aggregate of the present valve of the defined benefit obligation and
actuarial gains and losses hot recognized, reduced by past service costs not yet recognized and the fair
value of plan assets out of which the obligations are o, besettled directly. If such aggregate is
negative, the resulting asset is mcasured at the lower of such aggregate or the aggregate of cumulative
unrecognized net actuarial fosses and past service costs and the preseat value of any economic
benefits available in the form of redyctions in the future contributions to the plan,

v ottt
4

If the asset is measured at the aggrégﬁteﬂof cumulative unrecognized net actuarial losses and past
service costs and the present value of any economic benefits available in the form of reductions in the
futare contributions to the plan, net actuarial losses of the current period and past service costs of the
current period are recognized immediately to the extent that they exceed any reduction in the present
value of those economic benefits. If there is no change or an increase in the present value of the
economic benefits, the entire net actuarial losses of the current period and past service costs of the
current period are recognized immediately. Similarly, net actuarial gains of the current period after
the deduction of past service costs of the current period exceeding any increase in the present vaiue of
the economic benefits stated above are recognized immediately if the asset is measured at the
aggregate of cumulative unrecognized net actuarial losses and past service costs and the present value
of any economic benefits available in the form of reductions in the future contributions to the plan, If
~ there is no change or a decrease in the present value of the economic benefits, the entite net actuarial
gains of the' current poriod after the deduction of past service costs of the current period are
recognized immediately. '

The company has a corporate performance incentive program that aims to provide financial incentives
for the employees, contingent on the achicvement of the company’s annual business goals and
objectives. The company recognizes achievement of its business goals through key performance
mdicators (KPIs) which are used to evaluate performance of the organization, The company
recognizes the related expense.when. the KPIs are met, that is when the company is contractually
obliged to pay the benefits. :

(8) Retirement Benefit Obligations — PAS 19 provides that the Company shall recognize as an
expense the undiscounted amount of short-term employees benefits when an employee has
rendered servioe in exchange for those benefits. It also provides that the Company shall recognize
in its balance sheet as defined benefit liability an amount equal to the excess of the present value
of the defined benefit obligation over the fair value of the plan assets. If any, plus any
unrecognized actuarial gains ( less any actuarial losses ) and minus any unrecognized past service
cost. if the resulting amount is a negative (an asset), an entity shall recognize such amount as an
asset subject to the limits prescribed by the Standard. '

(b} Retirement Benetits — The corporation does not have a funded employée’s retirement benefit plan,
It has not recognized liability for past service and service and annual costs of earned tetirement
benefits due to its employees required under SFAS 24 / PAS 19, The expense is recognized only
when an employee retires and is paid the retirement benefits accruing to him.

The Company is in the process on evaluation whether to do actuarial valuation in coordination with
trusted insurance company or sefiing up a trust fund for the employoes future retirement benefits
through depositing with the client’s main depository bank. It has not yet engaged the services of an
Actuary to determine the present value of the defined benefit obligation using the projected unit credit
method for the purpose of accrning retirement benefit obligation.
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Taxes : -
Current Tax. Current tax is the expected tax payable or receivable on the taxable income or loss for
the year, using tax rates enacted or substantively enacted at the reporting date, and any adjustment to
tax payable in respect of previous years,
Deferred Tax. Deferred tax is recognized in respect of temporary differences between the carrying

emounts of assefs and labilities for financial reporting purposes and the amounts used for taxation
purposes.

Deferred tax liabilities are recognized for all taxable temporary differences, except:

» where the deferred tax liability arises from the initial recognition of goodwill or of an asset or
liebility in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

o with respect to taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, where the timing of the reversal of the temporary
differences can be controlied and it is probable that the temporary differences will not reverse in
the foreseeable future. '

Deferred tax assets are recognized for all deductible temporary differences, carry forward benefits of
uaused tax credits - Minimum Corporate Income Tax (MCIT) and unused tax losses - Net Operating
Loss Carry Over (NOLCO), to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the carry forward benefits of MCIT and
NOLCO can be utilized, except:

» wh:ei'e the deferred tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor taxable profit or loss; and

« with respect to deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred tax assets are recognized only to the extent that
it is probable that the temporary differences will reverse in the foresecable future and taxable
profit will be available against which the temporary differences can be utifized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be avatiable to allow all or part of
the deferred tax asset to be ufilized. Unrecognized deferred tax assets are reassessed at each reporting
date and are recognized to the extent that it has become probable that future taxable profit will allow
the deferred tax asset to be recovered. '

The measurement of deferred tax reflects the tax consequences that would follow the manner in
which the company expects, at the end of the reporting period, to recover or settle the carrying
amount of its assets and Habilities.

Deferred tax assets and liabilities are measured at the tax rates that arc expected to apply in the year
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the reporting date.

In determining the amount of current and deferred tax, the company takes into account the impact of
uncertain tax positions and whether additional taxes and interest may be due. The company believes
that its accruals for tax liabilities are adequats for all open tax years based on iis assessment of many
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factors, including interpretation of tax laws and prior experience, This assessment relies on estimates
and assumptions and may involve a series of judgments about future events, New information may
become available that causes the company to change its judgment regarding the adequacy of existing
tax Habilities; such changes to tax liabilities will impact tax expense in the period that such a
determination is made.

Current tax and deferred tax are recognized in profit or loss except to the extent that it relates to a
business combination, or items recognized directly in equity or in other comprehensive income,
Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off
current tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity
* and the same taxation authority.

Valye-added Tax (VAT). Revenues, expenses and assets are recognized net of the amount of VAT,
except:

* where the tax incurred on a purchase of assets or services is not recoverable from the taxation .
aythority, in which case the tax is recognized as part of the cost of acquisition of the asset or as
part of the expense item as applicable; and

» receivables and payables that are stated with the amount of tax included.

The net amount of tax recoverable from, or payablé to, the taxation authority is included as part of
receivables or payables in the consolidated statements of financial position.

Assets Held for Sele
Noncurrent assets, or disposals comprising assets and liabilities, that are expected to be recovered

primarily through sale or distribution rather than through continuing use, are classified as held for
sale, Immediately before classification as held for sale or distribution, the assets, or components of a
disposal group, are re-measured in accordance with the company’s accounting policies. Thereafter,
the assets or disposal groups are generally measured at the lower of their carrying amount and fair
value less costs to sell. Any impairment loss on disposal is allocated first to goodwill, and then to
remaining assets and liabilities on pro rata basis, except that no loss is allocated to inventories,
financial assets, deferred tax assets, employee benefit assets, investment properties or biological
assets, which continue to be measured in accordance with the company’s accounting policies.
Impairment. losses on initial classification as held for sale or distribution and subsequent gains and
losses on re-measurernent are recognized in profit or loss. Gains are not recognized in excess of any
cumuiative impairment losses.

Intengible assets, investment property, and property, plant and equipment once classified as held for
sale or distribution are not amortized or depreciated. In addition, equity accounting of equity-
accounted investees ceases once classified as held for sale.

When an asset no longer meets the criteria to be classified as held for sale or distribution, the
company shall cease to classify such as held for sale, Transfers from assets held for salé or
distribution are measured at the lower of its carrying amount before the asset was.classified as held
for sale or distribution, adjusted for any depreciation that would have been recognized had the asset
not been classified as held for sale or distribution, and its recoverable amount at the date of the
subsequent decision not to sell.

 Related Parties
Parties are considered fo be related if one party has the ability, directly or indirectly, to control the
other party or exetcise significant influence over the other party in making financial and operating
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decisions. Parties are also considered to be related if they are subject to common control or significant

influence. Related parties may be individuals or corporate entities. Transactions between related
parties are on an arm’s length basis in & manner similar to transactions with non-related parties.

Basic and Diluted Eamings Per Common Share (EPS)
Basic EPS is cotnputed by dividing the net income for the period attributable to equity holders of the

Parent Company, net of dividends on preferred shares, by the weighted average number of issued and
outstanding common shares during the period, with retroactive adjustment for any stock dividends
declared. |

Operating Segments

. The compary’s operating segments arc organized and managed separately according to the nature of
the products and services provided, with each segment representing a strategic business unit that
offers different products and serves different markets. The Chief Executive Officer (the “chief
operating decision maker”) reviews management reports on a regular basis.

The measurement policies the company used for segment reporting under PFRS 8, are the same as
those used in its consolidated financial statements. There have been no changes from prior periods in
the measurement methods used to determine reported segment profit or loss. All inter-segment
transfers are carried out at arm’s length prices. :

Segment revenues, expenses and performance include sales and purchases between business
- segments. Such sales and purchases are eliminated in consolidation. S

Reclagsification

Certain accounts in the prior year financial statements and supporting note disclosures have been
reclassified to conform to the current period presentation. Such reclassification did not affect the
- statement of cash flows nor did it impact previously reported loss or retained earnings.

Coutingencies

Contingent liabilities are not recognized in the conslidated financial statements. They are disclosed
in the notes to the consolidated financial statements uniess the possibility of an outflow of resources
embodying economic benefits is remote, Contingent assets are not recognized in the consolidated
financial statements but are disclosed in the notes to the consolidated financial statements when an
inflow of economic benefits is probable. :

Evenis After the Reporting Date

Post year-end events that provide additional information about the company’s financial position at the
reporting date (adjusting events) are reflected in the consolidated financial statements. Post year-end
events that are not adjusting events are disclosed in the notes to the consolidated financial statements
when material,

. SIGNIFICANT ACCOUNTING JUDGEMENT, ESTIMATES AND ASSUMPTIONS

The preparation of the financial staternents in accordance with PFRS requires the Company to make
estimates and assumptions that affect the reported amounts of assets, liabilities, income and expenses
and disclosure of contingent assets and contingent labilities. Future events may occur which will
cause the assumptions used in arriving at the estimates to. change. The effects of any change in
estimates are reflected in the financial statements as they become reasonably determinable.
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Judgments and estimates are continvally evaluated and are based on historical experience and other
factors, including expectations of future cvents that are believed to be reasonable under the
circumstances.

Judements

In the process of applying the Company’s accounting policies, management has made the following
Judgments, apart from those invelving estimafions, which have the most significant effect on the
amounts recognized in the financial statements:

Operating Lease Commitmenis ~ Company as Lessor/Lessee. The Company has emtered into
commeroial property leases on its investment property portfolio. The Company has determined that it
retains 2ll the significant risks and rewards of ownership of the properties leased out on operating
leases while the significant risks and rewards for properties leased from third parties are retained by
the lessors, '

Determining Fair Values of Financial Instruments. Where the fair values of financial assets and
liabilities recorded in the statement of financial position cannot be derived from active markets, they
are determined using a variety of valuation techniques that include the use of mathematical models.
The Company uses judgments to select from variety of valuation models and make assumptions
regarding considerations of liquidity and model inputs such as correlation and volatility for longer
dated financiel instruments. The input to these models is taken from observable markets where
possible, but where this is not feasible, a degree of judgment is required in establishing fair values.

Distinction between Property, Plant and Equipment and Imvestment Property. The Company
determines whether a property qualifies as investment property. In making its Jjudgment, the Company
considers whether the property generates cash flows largely independent of the other assets held by an
entity. Owner-occupied properties generate cash flows that are attributable not only to the property
but also to other assets used in the production or supply process.

Some properties comprise a portion that is held to sarn rental or for capital appreciation and another
portion that is held for use in the production and supply of goods and services or for administrative
purposes. If these portions can be sold separately (or leased out separately under finance lease), the
Company accounts for the portions separately. If the portion cannot be sold separately, the property is
accounted for as investment property only if an insignificant portion is held for use in the. production
or supply of goods or services or for administrative purposes. Judgment is applied in determining
whether ancillary services are so significant that a property does not qualify as investment property.
The Company considers each property separately in making its judgrent,

Toxes. Significant judgment is required in determining current and deferred income tax €xpense.
There are many transactions and calculations for which the ultimate tax determinationi is uncertain
during the ordinary course of business. The Company recognizes liabilities for anticipated tax audit
issues based on estimates of whether additional taxes will be due, Where the final tax outcome of
these matters is different from the amounts that were initially recorded, such differences will impact
the current income tax and deferred tax expenses in the year in which such determination is made,

Beginning July 2008, in the determination of the Company’s current taxable income, the Company
has an option ta either apply the optional standard deduction (OSD) or continue to claim itemized
standard deduction. The Company, at each taxable year from the affectivity of the law, may decide
which option to apply; once an option to use OSD is made, it shall be irrevocable for that particular
taxable year.
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Estimations and Assumptions

The Key assumptions concerning the future and other key sources of estimation \uncertainty at the
statement of financial position date, that have a significant risk of causing material adjustments to the
carrying amounts of assets and Habilities within the next financial year are discussed below,

Allowance for Impairment of Trode and Other Receivables. Allowance for impairment is maintained
at a level considered adequate to provide for potentially uncollectible receivables. The level of
allowance is based on past collection experience and other factors that may affect collectability, An
evaluation of receivables, designed to identify potential changes to allowance, is performed regularly
throughout the year. Specifically, in coordination with the Marketing Division, the Finance Division
ascertaing customers who are unable to meet their financial obligations. In these cases, the
Company’s Management uses sound judgment based on the best available facts and circumstances,
included but not limited to, the length. of relationship with the customers and their payment track
record. The amount of impairment loss differ for each year based on available objective evidence for
which the Company may consider that it will not be able to collect some of its accounts. Impaired
- accounts receivable are written off when identified to be worthless after exhausting all collection
efforts. An increase in allowance for impairment of trade and other receivables would increase the
Company’s recorded selling and administrative expenses and decrease current assets.

Allowance for Inventory Obsolescence. The aflowance for inventory obsolescence consists of
collective and specific valuation allowance. A collective valuation atlowance is established as a
certain percentage based on the age and movement of stocks, In case there is write-off or disposal of
slow-moving items during the year, a reduction in the allowance for inventory obsolescence is made,
Review of allowance is done every guarter, while a revised set-up or booking is posted at the end of
the year based on evaluations or recommendations of the proponents. The amount and timing of
recorded expenses for any year would therefore differ based on the judgmentis or estimates made.

Useful Lives. The useful life of each of the Company’s item of property, plant and equipment and
investment properties is estimated based on the period over which the asset is expected to be available
for use. Such estimation is based on a collective assessment of practices of similar businesses, internal
technical evaluation and experience with similar assets. The estimated usefirl life of each assef is
reviewed periodically and updated if expectations differ from previous estimates due to physical wear
and tear, technical or commercial obsolescence and legal or other limits on the use of the asset, It is
- possible, however, that future results of operations conld be materially affected by changes in the
amounts and timing of recorded expenses brought about by changes in the factors mentioned above,
A reduction in the estimaied useful life of any item of property, plant and equipment and investment
propertics would increase the recorded cost of goods sold, selling and administrative expenses, and
decrease non-current assets.

There is no change in estimated useful lives of property, plant and equipment, and investment
properties based on management reviews at the statement of financial position date. -

Fair Value of mvestment Properties. The fair value of investment property presented for disclosure
purposes is based on market values, being the estimated amount for which the property can be
exchanged between a willing buyer and seller in an arm’s length transaction, or based on a most
recent sale fransaction of a similar property within the same vicinity where the investment property is
located. In the absence of current prices in an active market, the valuations are prepared by
considering the aggregate estimated future cash flows expected o be received from leasing out the
property. A yield that reflects the specific risks inherent in the net cash flows is then applied to the net
annual cash flows to arrive at the property vatuation,

Impairment of Non-financial Assets. The Company assesses impairment of non-financial assets
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be



24

recoverable. The factors that the Company considers important which could trigger an impairment
review include the following:

* Significant underperformance relative to expected historical or projected future operating results;

« Significant changes in the manner of use of the acquired assets or the strategy for overall business;
and, :

» Significant negative indusiry or economic trends.,

The Company recognizes an impairment loss whenever the carrying amount of an asset exceeds its
recoverable value. The recoverable amount is computed using the value in use approach. Recaverable
amounts are estimated for individual assets or, if it is not possible, for the cash-generating umit io
which the asset belongs. Determining the recoverable value of assets requires the estimation of future
cash flows expected to be generated from the continued use and ultimate disposition of such assets.
While it is believed that the assumptions used in the estimation of fair values reflected in the financial
stalements are appropriate and reasonable, significant changes in these assumptions may materially
affect the assessment of recoverable values and any resulting impairment loss could have & material
adverse impact on the results of operations.

Fair Value of Financial Instruments. Management uses valuation techniques in measuring fair value

. of financial instruments, where active market quotes are not available. In applying the vatuation
techniques, management makes maximum use of market inputs, and uses estimates and assumptions
that are, as far as possible, consistent with observable data that market participants would use in
pricing the instrument. Where applicable data is not observable, management uses its best estimate
about assumptions that market participants would make. These estimates may vary from actual prices
that would be achieved in an arm’s length transaction at statement of financial position date.

The following methods and assumptions are used to estimate the fair value of each class of financial
insttuments and when it is practicable to estimate such value:

* Financial Assets at FVPL and AFS livestments. Market values have been used to determine the fair-
values of traded government securities and equity shares. Market value is determined mainly by
toference to the stock exchange quoted market bid prices at the close of business on the statement of
financial position date. '

* Derivative Assets and Liabilitles. The fair values of freestanding and bifurcated forward currency
transactions are calenlated by reference to current forward exchange rates for contracts with similar
maturity profiles. Mark-to-market valuation of commodity hedges is based on forecasted prices.

5. CASH AND CASH EQUIVALENTS

Cash includes cash on hand and in banks. Cash equivalents are short-term, highly liquid investments
that are readily convertible to known amounts of cash with original maturities of three months or less
from date of placement and that are subject to an insignificant risk of changes in value.

2021 . 2020
Cash on Hand & in Bank 141,579,285.00 47,405,627.00
Petty Cash Fund , ~100,000.00 100,000.00

141,679,285.00 47,505,627.00




6. RECEIVABLES

2021 2020
Accounts Recetvable 594,317,728.00 516,114,279.00
7. INVENTORIES
At cost:
2021 2020
Raw Materials 2,046,158,663.00 2,128,451,465.00
Wortk in Process 14,662,223.00 64,414,820.00
Finished Goods 23,955,031.00 115,276,091.00
2,084,775,917.00 2,308,142 376.00
8. OTHER CURRENT ASSETS
2021 2020
VAT Input 5,670,071.00 575,087.00
Creditable Withholding Tax - excess 26,425,548.00 17,850,672.00
Input tax amortization 13,466,902.00 10,113 890,00
45,562,521.00 28,539,649.00
9, INVESTMENTS
: _ 2021 2020
Calumpang Packing Corporation 300,000.00 -
Qbitprint Ine. 300,000.00 -
Qbits Resource Corporation 300,000.00 -
Steniel Mindanao Corporation 80,775,000.00 -

81,675,000.00

10. PROPERTY, FLANT AND EQUIPMENT

Property, plant and equipment include all tangible assets with an estimated useful life beyond one
year, are used in the conduct of the business, and are not intended for sale in the ordinary course of
" business. Assets of this nature include: property ordinarily not subject to depreciation or deple‘aon and
property subject to depreciation. This account consists of:
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Factory,
Machine Trasspo. & Office Purndrage Construction in
& Expulot, Delivacy Equise. Esuipt, fe Fixvotes Doldecg Progress Land Tosd
Jax. D3, 2020
Acquisition Cost  320,957,148,00 4122107800  3,013,111.00 578,030.00 169,841,374.00 21,162,697.00 121,465021,00 678,238,468.00
_ Dizprecation 97,946,109 00 ZRIFITH00 I STTHAS00 &7 61300 z.a,s:i.;ssm e mpind 167 54274300
Net Caecying
Vidoe 12/35/20 223041 64500 IRI1D2A00 143555600 150421 00 14643643900 000 12148502100 510,726 72800
Jan. 01, 202
Boak Value 223,011,045.00 18,127,28000  1,435,506.00 150,42¢.00 146,536,438.00 - - 121,465,021.00  510,725,72000
Additon 81,863,30800 14,147,647.60 291,518.00 13.661.00 121,125,279.0¢ 85,362,683.00 909500000  311,800.006.00
Desetchvina 2030243320 B5MZSA000 102200 1360000 1258013040 400906.7 1700
Net Cemying '
Vidue 12/31/21  Z75,571,920.00 up.\z,gé;.-m 1,852 102.00 IZTAT500 23863160800  HS LS00 1SLSMUIN LU VT3040 10
L. ACCOUNTS PAYABLE AND OTHER ACCRUED EXPENSES
The details of Current Liabilities are shown below: -
2021 2020
Accoutits Payable - Trade . 2,850,228,551.00 2,848,138,771.00
§85/PHIC Prem. Payable : ) 345.181.00 383,599.00
HDMF Premium Payable: 35,400.00 37,000.00
SSS Loan 71,232.00 54,119.00
HDMF Loan . . ) - 82,771.00 73,505.00
2,850,763,135.00 2,848.,686,994.00
12. INCOME TAK ' .
' 2021 - 2020
Operating Income (Loss) before Tax 74,241,329.00 62,036,833.00
Add: Non Deductible Expense S . A
. 74,241,329.00 62,036,833.00 .
Tax rate - 25% _ 30%
Tax Due ; 18,560,332.00 18,611,050,00
Less: quarteely payments - -
Income Tax Payable ' 18,560,332.00 18,611,050.00
To validate the correct tax liabitity, a computation of the Minimum Corporate Income Tax
(MCIT) was made as foliows:
Revenues 2,987,764,023.00 2,481,487,310.00
Less: Cost of Goods ) 2,797,235,159.00 2,336,399,466.00
Gross Profit ' : 190,528,864.00 145,087,844.00
Tax rate - 1% 2%,
Tax Due 1,905,289.00 2,901,757.00
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13. OTHER CURRENT LIABILITIES

\ 2023 o 2020
Tax Withheld - Compensation . , 224,792.00 53,587.00
Tax Withheld - Dividend 600,000.00 200,000.00
Tax Withheld - Expanded 1,104,856.00 - 1,745,133.00
1.929,648,00 1,998,720.00

14, LOANS PAYABLE

This represents interest bearing short term borrowing obtained from local banks renewable within
180-360 days at 3 % interest per annum. These are fully secured with ieal estate mortgage of
several land titles, building and other real properties with no restrictions on titled properties and
equipments pledge as collaterals. There was also a continuing surety agreement executed by some

stockholders.
Loans Payable _ 382,849,680.00 121,831,579.00
15. STOCKHOLDERS’ EQUITY
a. Capital Stock
2021 2020
Authorized 30,000,000 — 1.00 par value 150,000,000 150,000,000.00
Issued and Qutstanding - 1.00 par vatue 150,000,000 150,000,000.00

b. Retained Earnings
i, Declaration of Cash Dividends .
There was a cash dividend declared in the amount of P 9,000,000.00 during the year 2021.

il. Appropriation of Capital Project

There was a total of appropnanon in the amount of P 185,000,000.00 as of December 31,
2020 which was appropriated in the previous year intended for the future project
expansion of the company.

16. SALES
2021 2020
Sales - VAT 1,914,532,283.00 1,623,190,340.00
Sales Zero Rated 1,073,231,739.00 858,296,970.00

Net Sales ' 2,987,764,022.00 . 2,481,487 310.00




17. COST OF GOODS SOLD

Direct Materials:
Raw Materials, Beg,
Add: Purchases - Ditect Matexial
Total Matesials Available for Sale
Less: Raw Materials, End
Total Raw Materials Tsed
Ditect Labor:
Factory Overhead:
Factory Supplies & Printing
Depreciation Factory
Light & Water
Repair & Maintenance
Freight & Trucking
Gas & Oil
Indirect Labor
13¢th Month Pay
Rental Factory
888 & Others
Total Factoty Overhead
Total Manufacturing Cost
Add: Work in Process, Beg.
Total Cost Place in Ptocess
Less: Wotk in Process, End i
Total Cost of Goods Manufactured
Add; Finished Goods, Beg
Cotal Goods Avatlable for Sale
Less: Finished Goods, End
TOTAL COST OF GOCDS SOLD

2021 2020
2,128,451,465.00 1,669,306,330.00
1,980,316,060.00 2,180,751,116.00
4,108,767,525.00 3,850,057,446.00
2,046,158,663.00 2,128,451,465.00
2,062,608 ,862.00 1,721,605,981.00

34,616,116.00 33,321,088.00
47,862,590.00 41,595,575.00
49,598,685.00 37,236,333.00
143,304,973.00 132,064,838.00
114,921,187.00 68,403,182.00
116,946,654.00 123,266,679.00
17,999,205.00 17,933,584.00
80,897,592.00 87,935,892.00
1,866,664.00 2,170,907.00
1,782,554.00 6,674,399.00
1,755,627.00 1,458,718.00
576,935,821.00 518,740,107,00
2,674,160,799.00 2,273,667,176.00
64,414,820.00 1 90,088,192.00
2,738,575,619.00 2,363,755,368.00
14,662,223.00 © 64,414,820.00
2,723,913,396.00 2,299,340,548.00
115,276,091.00 152,335,009.00
2,839,189,487.00 2,451,675,557.00
23,955,031.00 115,276,091.00
2,815,234,456.00 2,336,399,466.00




17. OPERATING EXPENSES

2021 2020
Salaries, Wages & 13th Month 13,060,554.00 12,381,861.00
Separation pay 665,340.00 - §70,980.00
Freight and Trucking Expense 10,436,537.00 -
Office Supplies Expense 3,510,025.00 3,645,123.00
Security Expense 10,157,911.00 10,968,592.0¢
Fuel and Ofl Expense 1,351,651.00 1,122,097.00
SSS and Other Taxes 990,464.00 747,161.00
Depreciation Bxpense - Admin 2838,032.00 288,032.,00
Taxes and Licenses 8,305,483.00 7,637,741.00
Commumication Expense 480,886.00 349,813.00
Comraission Bxpense 2,538,074.00 2,221,7106.00
Insurance Expense 7,331,887.00 7,673,625.00
Representation Expense 381,730.00 1,476,338.00
Transportation/Meal and Travel Expense - 150,132.00
Light and Water Expense 7,178,841.00 3,190,628.00
Medical Expense 406,420.00 234,463.00
Repair and Maintenance Expense 17,272,592.00 12,178,962.00
Professional Fees 385,214.00 507,778.00
Bank Charges 4,582,636.00 2,979,518.00
Serninars and Training Expense 138,725.00 297,988.00
Interest Expense 8,785,239.00 14,128,469.00

98,288,241.00 83,051,611.00

Rigk Management Structure
Board of Directors
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18, FINANCIAL RISK MANAGEMENT OBJECTIVE AND POLICIES

The BOD is mainly responsible for the overall risk management approach and for the approval of risk
strategies and principles of the Company. It has aiso the overall responsibility for the development of
risk strategies, priociples, frameworks, policies and limits. It establishes a forum of discussion of the
Company’s approach to risk issues in order to make relevant decisions,

Financial Risk Management Objectives and Policies

The Company’s principal financial instrument comprises of cash and cash equivalents. The main
purpose of this financial instrument is to raise finance for the Compeany’s operations, The Company
has various other financial instruments such as loans receivables, trade payables and accrued
expenses which arise directly from its operations.

The main risks arising from the Company’s financial instruments are lquidity risk and credit risk.
The Board reviews and agrees policies for managing each of these risks and they are summarized
- below, The Company also monitors the market price risk arising from afl financial instruments.

Crodit ris
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Credit risk refers to the risk that counterparty will default on iis contractual obligations resulting in
financial loss to the Company.

Receivable balances are monitored on an ongoing basis with the result that the Company’s exposure
to bad debts is not significant.

'The Company grants advances to stockholders after the BOD reassessed the Company’s strategies for
managing credits and view that they remain appropriate for the Company’s circumstances., With
respect to credit risk from other financial assets of the Company, which mainly comprise of cash and
cash equivalents, amounts owed by and receivables from related partlss, the exposure of the
Corapany to credit risk arises from the default of the counterparty, with a maximum exposure equal to
the carrying amount of these instruments.

Liquidity risk

Liquidity risk is the potential of not meeting obligations as they come due because of inability to
liquidate assets or obtain adequate funding.

The Company maintains sufficient cash and cash equivalents to finance its operations. Any excess
cash is invested in short-term money market placements. These placements are maintained to meet
maturing obligations and pay dividend declarations. The Company, in gencral, maiches the
appropriate long-term funding insteuments with the general nature of its equity instruments,

Market Risks
The Company has no significant exposure to market risk during the year,

Capital Risk Management

The primary objective of the Company’s capital management is to ensure that it maintains a strong
credit rating and healthy capital ratios in order to support its business and maximize shareholder
vaiue.

19. OTHER MATTERS

The company has less than ten (10) stockholders and the shares are not traded in any stock exchange
or ovet the counter market,

20. SUPPLEMENTARY INFORMATION REQUIRED BY BUREAU OF INTERNAL REVENUE'S
RR NO. 15-2010 '

The Burean of Intemnal Revenue issued Revenue Regulations (RR) No. 15-2010 which prescribes
additional procedural and/or documentary requirements in connection with the preparation and
submission of financial staiements accompanying tax returns. Under the said RR, companies are
required to disclose, in addition to the disclosure be adopted, in the Notes to financial statements,
information on taxes, duties and license fee paid or accrued during the taxable year.

The following are information to which the company is required to disclose under RR No. 15-2010
for the year. _



Sales and Output VAT
VATable Sales
Zero Rated Sales

. VAT Payable

Input Taxes on goods

Input Taxes on sexvices

Previous Year BExcess nput

Quartesly VAT payments { jan to nov )
Creditable VAT '

Total

VAT Payable for the year

Withholding Taxes

Withholding Tax - Expanded
Withholding Tax - Dividends
Withholding Tax - Compensation

Taxes and Licenses
Business Taz

Propexty Tax
Documentary Stamps Tax
Petrmits and Licenses
LTO renewals

Annual Registration Fee

Sales Amount Quiput VAT
1,914,532,283.00 229,743 873.96
1,073,231,739.00 -
2,987,764,022.00 229,743,873.96

Purchase Amount Input VAT
1,679,329,997.00 201,519,599.64
240,194,237.00 28,823,308.44
575,087.00
2,962,663.00
1,533,287.00
235,413,945.08

(5,670,071.12)

Amount

1,104,856.00
600,000.00
224.792.00

1,929,648.00

Amount

4,793,577.69
2,428,627.60
605,812.50
211,374.24
265,590.77
500.00

8,305,482.80
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SUPPLEMENTAL WRITTEN STATEMENT OF AUDITOR

The Board of Directors and Ssockbolders
CORBOX CORPORATION
Teyod, Lican, Cebu

[ have cxamined e AMENDED finsncial ststements of CORBOX CORPORATION fr the

mabdbmb)l.?b!l.mnhkhl“no&nﬁh“ﬁmdﬂhy 13,
2022,

In compliance with SRC Rule 68, I s ststiog @t the said company has  total number of six
(6) sockholkders owning one hundred (100) cr more shares each.

TIN No, V18922672

PRC Board Cert. No. 47310

BIR Accreditation No,

AN: 13-TM0218003-2022 watil Mar. 01, 2024
PRCBOA Registrstion No.0939 umtil Now, 23, 2022
PTR No. 3455735 daed, 010672022 Cebu City

DATE: May 12, 2022



Your BIR AFS eSubmission uploads were received

from: eafs@birgov.ph
To: corbox_acctg@yahoo.com
C¢ cuervoedzelon@yahoo.com

Date: Wednesday, April 26, 2023 at 10:04 AM GMT +8

Hi CORBOX CORPORATION,
Valid files

» EAFS221721131ITRTY 122022 pdf
» EAFS221721131AKFETY 122022 pdf

Invatid file

¢ <None>

Transaction Code: AFS-0-BEKABIKLOOJSDOH7ENSASZ4TVONVZVTOSM
Submission Date/Time: Apr 28, 2023 09:44 AM
Company TiN: 221-721-131

Please be reminded that you acceptad the terms and conditions for the use of this portal and axpressly agree, warrant and
certify that:

*» The submitted forms, documents and attachments are complete, truthful and corect based on the personal knowledge
and the same zre from authentic records;

+ The submission is without prejudice to the right of the BIR to reguire additional dosument, if any, for completion and
verification purposes;

» The hard copies of the documents submitted through this facility shall be submitted when required by the BIR in the
avent of audit/investigation and/or for any other legal purpose.

This is a system-generated e-mail. Piease do not reply.

DISCLAIMER

mmoanammwn s

This email and its attachments may be confidential and are intended solely
for the use of the individual or entity to whom it is addressed.

If you are not the intended recipient of this email and its attachments, you
must take no action based upon them, nor must you disseminate, distribute or
copy this e-mail. Please contact the sender immediately if you believe you
have received this email in error,

E-mail transmission cannot be guarantead to be secure or arrer-free. The
recipient should check this emall and any attachments for the presence of
viruses. The Bureau of Internal Revenue does not accept liability for any
errors or omissions in the contents of this message which arise as a result
of e-nail transmission.
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CONTACT PERSON INFORMATION
T designated sontacl person MUSY be an Officer of the Corporafivn
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Jeffrey L. Yu 424-9181 to 85
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STATEMENT OF MANAGEMENT"S RESPONSIBILITY
FOR ANNUAL INCOME TAX RETURN

The masagemcnt of CORBOX CORPORATION i respessible for all information
and representstions cootaingd in the Anmual Iocome Tax Retern for he yeur caded
December 31, MMuMWbJMd
ropresentabons comtained in the Grancial ststementy sccompanying the Anousl
Inconme Tax Reolum coverng the swme sepocting persad  Fearthbormorn, the
Management s respomacbie for all infoarabon and represootations comalned 0 all Ge
other tax returns filed for the reporting period, inchuding, but not Eesited, 1o the value
added tax sod/or peroontagu ax redams, withholding tax retures, docamentary stemp
tax rotwrns, and aty snd off other tax refumms.

la tha rogard, the Management afTirms that the stiached audited finsacial stnemerns
for the your coded December 31, 2022 sed the acoompanying Annesl locome Tax
Returs ace in scoordence with the books and recoeds of CORBOX CORPORATION
coenplete and corrncd in all matena) respocts. Management likewise effirus that

a) the Anneal Income Tax Retorn bas bosn poopered in sccordance with the
m&uwrwmmsmum
tax regulsbons and othor useances of e Department of Finaace sad Buresy
of lotornal Reveaue;

b) sy disparity of figures i the sobmithed reports ansing from the prepastion of
financial satemects puseant fo floancial sccourting sanduds snd e
m«ummmmbnmwlﬂgrdshb@
reporiod a3 mconciling itoms sed medntained o the company's books and
reconds in socondance with requirements of Revenue Regulations No 8 2007
mnd other relevant issuances,

¢) the CORBOX CORPORATION has Siled all spplicable Sxx roturns, reports
and statements rogared 10 be Sled under Philippse tax laws for the reporning

pmiod, and all taxss and other fnpositions shown theseon 0 bo due and

mmmmr«mmmammmum
good futh,

Chief Executive Offices

Aockess: Toyud, LIo-on, Ceby Philooines E ol ACR0s: CODON_COPOationgyonoa. com
Scles Dopt.: . No.' |D32] 424 918" % 84 Acchg. Dopt ol Mo [032) 424 91856 10 86
Jedtcn No. (U82) 424 8422 Toaiox No. (D32) 424 8434

S G 70022 8106156 Glooo Col ¢ 091 7 32983




&% CORBOX Corporation

STATEMENT OF MANAGEMENT"S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of CORBOX CORPORATION i3 responaible for the proparation
and Bir prescatation of (he financial stutoosenty wcloding the schedules attached
Geresa, for the year(s) eoded December 31, 2022, in sccordance with the peescribed
financial reporting fremework indicated theredn, snd for s intarmal control as
masagement detormines s poocssary 1o snable the prepamtion of Gnancial statements
that ary froe from material msstsbement, whether due o frand or envor.

In preparing the Soancial steferncnts, managessent i3 respomible for ssoteg the
Company's sbility %o contiaue & a going concern, disclosing, as applicable matices
related 0 going comcern and using the poing concern batis of accounting undess
mansgement cither intends %0 Nguadate the Compamy or 10 come operathions, o has no
realiatic altornative but %0 do 0

The Board of Directors & respoasible for overseesng e Company's Sasnciad
Toporimg process.

The Board of Drectons reviews and appeoves the finsncwl statoments moluding the
scheduies mtached Sereta, and subusts e same Lo the stockbodders.

Gerwudes Tan Mata, CPA, the independent suditors eppotnied by e stockholders,
has saditod the finsecial stmiements of the company n scoordeace with Philippeae
Standerds on Aoditing, and @ 2 report 10 the stockbolders, has exprossed its opinion
on the furness of preseststion spon compietion of such suds

AGCISaL: s so-on, Catu PRspeares ErnGl ADOress: CODOK_COMOsiOnNiyanco Covy

St Degt el Mo, (OX2142479185 w0 84 AZCYD Doot. Tel. No.: (032) 424 9185 w0 &¢
folofar No  (D3Y] 424 8633 otax No. MI52] 424 84X«

AN TN 21922 166156 Ginba Cet. # 0917 3205307




GERTRUDES TAN MATA
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So, Cadn
o

STATEMENT OF REPRESENTATION
TO THE SECURITIES AND EXCHANGE COMMISSION:

s connection with my examinstion of the Gaancisd ststermnents of the CORBOX
CORPORATION which are 10 be submitied %o the Cosamission, I bereby represent

the foliowing:

2.

That T am in @e sctive peactice of the socounting profession and duly
registered with the Board of Accosntancy (BOAY;

That seid faancisl sttements are peescnted in conformity with Philipplae
Financial Reporting Seandards in oll cases where | shall express an ungealified
opinion; except that is case of any departore from wuch principles, | shell
dicats the natere of the departure, the effects thereol, sad the reasons why
oo-olluo' - with e principles would result i & misicading statoment, If such
ERr B

That | shall fully meet the requirements of the indepondence as provided for in
Section 14 of e Code of Professicaal Ethics for CPAs;

That in conduct of the audit, | shall comply with Philippine Standards in
Auditing. ks case of my departure fhom soch standseds or any Nmitation In the
soope of oy examinstion, | shall indicste the mature of departure and the
exiont of the Fmitation, the reasons therefore and the effects thereof ca the
expression of my opinion or which may necessitale e negation of the
expression of an opision;

That | shall comply with G spplicable rules and rogulations of the Securkies
and Exchange Commission In the pecpanatice and sebmission of financial
statornents, and

That relative 10 the expression of my opiaicn on the sald financlal statements,

I shall not commit amy acts discreditable %o the profession s provided voder
the Code of Professional Efdcs for CPAs,

As a2 CPA engaged i public practice, | make these representstions in oy individusl
capacity.

HMAS

TIN

) ;"

118-928.6

PRC Board Cert. No. 47310

BIR Accreditation No.

AN: 1374021 80032022 until Mar, 01, 2025
PROBOA Registration No.0939 untit Nov. 30, 2025
PTR No. 2373920 dated, 02/21/2023 Cebu City
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INDEPENDENT AUBITOR’S REPORT

The Bourd of Directors and Stockholders
CORRBOX CORPORATION
Tayud, Liloan, Cebu

Report on the Audit of the Filoancht Statemoents

Oplalon

1 have mudited the financial stements of CORBOX CORPORATION., which comprise the stateraents of
financial position as at Decesmber 31, 2022 and 2021, and the stitements of comprehensive income, statements of
changes in ¢qulty aod siafoments of cash flows for the years then snded, and notey o the findorial stateriests,
including & summary of significant accounsing policies,

In my opinion, the sccompanying financial ststements present Rirly, in all material respects, the finsncial position
of the Company a8 at December 31, 2022 and 2021, and ity financial perfornunce aed ity cash fiows for the years
then ended in aecordance with Phifippine Ficancial Reporting Standards (PFREs),

Basks for Opiaion

I sonducted my audit in accordance with Philippine Standards on Auditing (PSAs). My responsibilities uader -
those stendards are further deseribed th the Auditor"s Responsibilities for the Audit of the Financial Statemonis
section of my report. 1 am independent of the Company in accordance with the Codle of Rthios for Professional
Accoustants in the Philippines (Code of Bthice) together ‘with the ethical requirements fhat are velevant to my
augit of the Snancial stefements in the Philippines, and | have fulfilled my othier ethioal responsibifities in
socordance with these requiroments and the Codo of Bthiles: | beliove that the sudit evidence § have obtained is
suificient nd appropriate o provide a basis for my oplnion,

Respousibitities of Managemiest sod Those Charged with Governance for the Financial Statements
Management is responsible for the praparation and falr presontation of the financial statements in accordance with
PERSs, and for stich Tnternal eontrol as managerment determines is necessury to enable the preparation of financial
stadermests it are fes from matorial misstatemer; whother due to fraud oramor,

In preparing the financial stsbements, pansgemsnt is responsible for assessing the Company’s ability o continue:
as 3 going coneern, disclosing, as applicable, maiters related to going concern and using thy oing concern basis
of sccounfisg unless mauagement vither intends to liguidate the Company of to vease operations, or has no
realistic altarnative tngt i do so.

‘Those charged with governanse are responsidie for overseeing the Company's Bnancisl repotting process.

Audifor's Responsibilities for the Audit of the Financial Statemenis

My objectives i3 to obiain teasonable assurance shout whether the finnncial statements as a whole aee free Rom
material misstatement, whether due ® frad or arror, and to issue an anditor’s repor that includes my opinion.
Reasonable sssurance is & high level of assurance, bt is not 4 guamnive that an audlt conducied in accordance
with PSAs will always detuét a material misstatoment when it éxists, Misstatements can arise from St or error
and are considered muterlal if, Individually or in the aggregate, shey could reasonebly be expectad to influence the
econdmic doclsions of users tkan on the basls of these {inancis! statoments.

As part of an andit In scvordance with PSAs, 1 exercises professions] judgment snd maintain professional
skepticiszm throughout the audit. ¥ also:

»  Ydentiy and assess the risks of material misstatement of the fivancisl statements, whether due to faud or
wror, design and perform audit procedures responsive 1o those risks, and obtain sudit evidence that is
suificient and approprinte t provide a basis for my -opinlon. The risk of not detecting a material
misstaternent rasuling froms femud is higher than for one resulting from emce, as fraud may involve
colluston, forgery, intentional ommissions, miscepresentafions, or the override of intermal codtrol,
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of the Comapacy”s ifernal control.

o Tvalsan the appropeiscnec of scawmieg pobcies osnd and dee reasonad beneis of soecenting ostimmies
#ad related disclossres made by masagemest.

» Coocboede on e approprinmmess of masageoont™s we of the golog concoes bals of scvounting and,
based on the sud evidence chocised, whether & material uncermiaty exists relded to ovents o
eondinons Dt ey oadl significast dosld on e Conpary’s bty & coatioms & a goling concemn, If |
concliude that & material imcertalagy exdsny, | et soquired % draw atfention in ay sudiion’s sepodt 0 the
scisted disclosres ia e fruncisl slscmcsts or, If sxch dociovares sw © wodly oy
opizics. My conchesions e based on the sodi evidence obtsined up 1o the date of vy scditor’s mpont.
Howawer, futwre svents or conditiont may caane the Cospesy %0 cease % contionn w o going cosoma,

« Bwveleals B oversil presestation, strectwre aod comtest of the Souncial sisements, inclading e
A iosans, @l whedur B0 fnanoal Calemenis regrecons U undesly ing raesactions wnd eveds ie &
mrmer thal schieves fale pvesesarion

| wil communicain wih those charped With povernasce regarding. snong (ihar matinry, Be plaosd sope and
thring of e sudit snd signifionon sedit Sadings, ichaling sy signifioant deficiencies in tarsal costel Bt |
had Mderti fed durng myy sedit

Report on the Supplementary Information Requived Under Revenue Regulafions 152010

My sl was conducted for the parposs of forming an opinicn ce e bauit Semecial satessents Sduen a3 & whole.
The spplonentsy kfacation oo Soes, dudes sod locree Soos 0 G flsacciad stalemests Is proseoscd for
Baress of Ivternal Revee parpures and b 00t & reqeind pect of [ backe Srancial daternents. Soch milormation
s Be rapoasibilly of the masagement The noometion bas beer ubjected © te adtiag procedsacs appliad &
vy audk of the busic fimmcial ssttrnents. ke my opinion, the information is Tairly ssated in all materil sespecss in
m»uuu“u-;n&.

TIN No, 118528.672
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GERTRUDES TAN MATA
CENTUID PUBELIC AOCDUNTANT
B N2e Oumgownd Twgssiven S, Can Cay
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Report of Independent Public Accountant
To sccompany the Financial Sustements for Filing with the Buresu of Internal Revemse

The Board of Directors and Stockholders
CORBOX CORPORATION
Taywd, Liloas, Cebu

We have sadited the sccompanying finencial statements of CORBOX CORPORATION s &
ad for the calendar years ended December 31, 2022 and 2021, oo which we have rendered my
report datod Aprl 08, 2023,

In comsplisnce with Reveasue Rogulation V.20, we are statisg the following:

| That taxes paid or scorwed, i any by Be above Company for the yoar onded
Decomber 31, 2022 »s shown in the supplementary notes to finsnciad statements;

2 That we se related by alfinky o consaaguinity to the President, manager or any
member of the Board of Directors of the Company. That we do not have any
financial imjerest in ¥e Compasry.

“A

TIN No. 118928672

PRC Board Cert, No. 47310

BIR Acceaditenion No.

AN 13-760218-023-2022 weell Mar. 01, 2005
PRUBOA Registration No.0939 untll Nov, 30, 2005
PTR Neo. 2373920 dated, 0272172023 Cobw Chy

April 08, 2023
Cebu City, Philippines



CORBOX CORPORATION

STATEMENTS OF FINANCIAL POSITION

FOR THE YEARS ENDED DECEMBER 31, 2022 & 2021

Note(s) 2022 2021
ASSETS
CURRENT ABSETS
Cash andd cash equivalents 3&5 19,418,486 141,679,285
Accounts Receivable 3&H 763,678,359 594,317,728
Enventories &7 1,567,259,846 2.084,775917
Other Current Assets 8 50,598,651 45,562,521
Total Current Assets 2,400,955,342 2 866,335,451
NONCURRENT ASSETS
Investments 9 81,675,000 81,675,000
Propexty, plant and equipment - net 3& 10 780,271,459 TIL138,099
Security Deposits 349,416 349,416
Total Noncurrant Assets 862,295.875 854,762,515
TOTAL ASSETS 3,263,251.217 3,721,097,966
LIABILITIES AND STOCKHOLDERS' FOUITY
CURRENT LIABILITIES _
Accounts payable and accrued expenses i1 1,612,401,280 2,850,763,135
Income Tax Payable i2 29,112,114 18,560,331
Other current Habilities 13 2,427,863 1,925,648
Loans Payable i4 1,069,937,560 382,849,680
Total Cureent Liabilities 2,713,878.817 3,254,102,794
TOTAL LIABILITIES 2713878817 3,254,102,794
STOCKHOLDERS' EQUITY
Capital stock 15 156,000,000 156,000,000
Retained Eamings 390,372,399 316,995,171
Total Stockholders’ Bauity 549,372,399 466,995,171
3,263,284,217 3,721,097,966

See accompanying Notes to Financlal Sizianserity



CORBOX CORPORATION
STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2022 & 2021

Note(s) 2022 2021
SALES - NET 2& 16 3,937,349,151  2,987,764,022
COST OF GOODS SOLD 17 3,637,346,143  2,815,234,456
GROSS PROFIT 300,003,008 172,529,566
OPERATING EXPENSES 8 183,554,553 94,288,241
INCOME (LOSS) BEFORE TAX 116,448,455 74,241,325
PROVISION FOR INCOMB TAX 12 29,112,114 18,560,331
NET INCOME AFTER TAX 87,336,341 55,680,094
OTHER INCOME |

Interest Income 37318 65,454
NET INCOME (LOSS) 87,373,659 55,746,448

Sve nrcomprnying Noies le Fingngicl Sigfements



CORBOX CORPORATION )
STATEMENTS OF CHANGES IN STOCKHOLDERS BATY
FOR THE YEARS ENDED DBECEMBER 31, 2022 & 2021

Capitnl Stock Retainod Earnings Totd
—Approprisied  Usappeopristed
BALANCE AT YANUARY 01, 2021 130,000,000 185,000,000 85,243,723 420,248,923
Nut inereve (foss) for the ywar 35,746,448 55,746,448
Caah Dividends {9.000,000} 49.,000,000)
BALANCE AT DECEMEER 31, 2021 150,000, 600 185,000,000 131,995 171 466,995,171
BALANCE AT JANUARY D1, 2024 150,000,600 185,660,000 131,995,171 466,995,171
Net inegrne Gossd for the yewr - 87373 659 87.373,659

Frior Year Adjistments (Deficikncy T: ax) !6‘996|43Il (4,996 431)
BALANCE AT DECEMBER 31, 2 130,000,000 L 33,000,000 21 $,372,399 m

St ctrwommprey Nowes o Fikenseisd St




CORBOX CORPORATION
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2022 & 2021

2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES
tncoe (loss) before Income tax 116,448,453 74,241,325
Adjustment for:
Depreciation 112712506 49,886,717
Other Income 37318 65454
Prior Year Adjustments (Deficiency Tax) (4,996,431) -
OPERATING INCOME BEFORE 188,762,248 124,193,496
WORKING CAPITAL CHARGES
Decrease (ntrease) in:
Accounts Receivable (169,360,631) (78,203,449}
Inventories and supplies 517,516,071 223,366,459
Other Current Assets {5:036,130) (17,022,872}
Increnss (decrease) in:
#Accounts payable and aectued expenses (1,238,361,855) 2,076,141
fncome Tax Paid {18.560,331% {18,611,050)
Other current Habilities 498,215 (69.072)
Net cash provided by operating activities {724,542 413) 235,729,653
CASH FLOWS FROM INVESTING ACTIVITIES
Addition to Property and Equipment {34,806,266) {(311,899,006)
Investraents - (81,675,000)
Net cash used in Investing activities (84,806,266) (393,574,096)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds (Paymantsy from Loans Payable 687,087,880 261,018,101
Cash Dividends Paid " (9.000,000)
Net cash provided by (used in) financing sctivities 687,087,880 252,018,101
NET INCREASE (DECREASE) IN CASH
AND CASH BQUIVALENTS (122,260,759) 94,173,658
CASH AND CASH BEQUIVALENTS
BEGINNING OF YEAR 141,679,285 47,505,627
CASH AND CASH EQUIVALENTS
AT END OF YEAR 19,418,486 141,679,285

Sew noeompanying Notes & Fingnciad Sintemenis



CORBOX CORPORATION
NOTES TO FINANCIAL STATEMENTS

1. CORPORATE INFORMATION

Corbox Corporation is a domestic stock corporation incorporated under the laws of the Republic of
the Philippines. It was tegistered with the Securities and Exchange Commission on December 18,
2002 under Reg. No. C200201437 and with the Buresu of Internal Revemue uader Reg. No.
2RC000073496 dated January 06, 2063 with TIN 221-721-131-D0D. The primary purpose is to
erigage in business 4s a general merchant, specializing in but not jimited to the sales, manufacturing
of containers, boxes of papers and paperboard, trading, importing, exporting and service of
packaging, The company operates within the Philippines.

The registered office address of Corbox Corporation is located at Tayud, Liloan, Cebu.

The financial statements as of December 31, 2022 and 2021 were authorized and approved for issue
by the Board of Direciors on April 03, 2023,

Z. BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE

Basis of Preparation

The accompanying financial statements of the Company have been prepared on the historical cost
bagis, except for the derivative financial instraments, investmients held for trading and available-for-
sale (AFS}) investtnents, which have all been measured at fair vilue. The financial statements are
presented in Philippine peso, which is the Company’s functional and presentation currency wnder
Phillppine Financial Reporting Standards (PFRS). All values are not rounided to the nearest peso (P
0.00), except when otherwise indicated.

The accompanying financial sistemenis have been prepared on a going coucern basis, which
contemplate the realization of assets and settlement of fiabilities in the normal course of business.

The consolidated financial statements have been prepared in complinnce with PFRS. PFRS includes
statemonts named PFRS, Phitippine Accounting Standards (PAS) and Philippine Interpretations from
International Financial Reporfing Interpretations Commiittee (IFRIC) issued by the Financial
Reporting Standards Council (FRSC).

3. SUMMARY OF SIGNIRICANT ACCOUNTING POLICIES

The accounting policies adopted arc consistent with those of the previous year presented in the
consolidated financial statements, except for the changes in accounting policles as explained below.
The adoption of the amended standards and inferpretations did not have any impact on the financial
stategents.

Adoption of Ameidment jo Sta s and fnterpretations
The FRSC approved the adoption of a number of amendments to standards and inferpretations as part
of PFRS. The Company has adopted the following amendments 16 PERS 7 and interpretation starting

January 1, 2013 and accordingtly, changed its accounting policies.

»  Amendments 1o PFRS 7, Disclosures - Transfers of Financial Assets, which requires additionat
disclosures about transfers of financial assets. The amendments require disclosure of information
that enables users of the consolidated financial statements to understand the refationship between
transferred financial assets that are not derecognized in their entirety and the associated Habilities;
and to evaluate the nature of, and risks associated with, the entity’s continuing involvement in the
derecognized financial assets.



¢ PIC Q&A No. 2011-03, Accounting for Inter-company Loans, provides guidance on ow should
an interest free or below market rate loan between companies be accounted for in the separate or
stand-alone financial statements of the lender and the borrower (1) on the initial recognition of the
toan; and (if) during the periods to repayment.

The adoption of the above amendments to PFRS 7 and interpretation did not have a material effect on
the consolidated financial statements. Additional disclosures required by the amendments io PFRS 7
and interpretation were included in the consolidated financial statements, where applicable,

New and Revised Standards, Amendments to Standards and Interprotations Not Yet Adopted

A number of new and revised standards, amendments to standards and interpretations sre effective for
annual periods beginning after January 1, 2013, and have not been applied in preparing the
consolidated financial statements. Those which may be relevant to the company are set out below,
Except as otherwise indicated, none of these is expected to have a significant effect on the
consolidated financial stateroents of the company. The company does not plan to adopt these
standardy eatiy.

The company will adopt the following new and revised standards, amendments to standards and
tuterpretations on the respective effeotive dates:

«  Presentation of Remns of Other Comprehensive Income {Amendments to PAS 1, Presentation of
Financinl Statements), The amendiments: {(a) requize that an entity present separately the items of
other comprehensive income that would be reclassified to profit or loss in the futuve if certain
conditions are met from those that would never be reclassifiad o profit or less; (&) do not change
the existing option fo present profit or loss and other comprehensive income in two statements;
and {¢} change the titie of the consolidated stafement of comprehensive income to consolidated
statement of profii or loss and other comprehensive income. However, an entity is.stilt aliowed to
use ofhier titles. The amendments do not address which ftems are presemed in other
comprehiensive income or which items need to be reclassified. The requirements of other PFRS
continut to apply in this regard. The adoption of the amendments is required for annual periods
beginning on or afler July 1, 2013,

» Disclosures: Offsetting Financial Assets and Financial Liabilities {Amendments to PFRS 7).
These amendments include minimum disclosure requirements related to financlal assets and
financial liabilities that are: (a) offset in the consolidated statements of financial position; or (b}
subject to enforceable master netting arrangements or similar agreements. They include a tabular
reconciligtion of gross and net amounts of financial assets and financial liabilitics, separately
showing amounts oifket and not offset in the consolidated statements of finaneial position. The
adoption of the amendments is required to be retrospectively applied for annual periods begianing
on or after January 1, 2014,

+« PFRS 10, Consolidated Financial Statements, introduces a new approach to determining which
investees should be consolidated and provides a single model fo be applied in the conirol analysis
for all investees. An ltvestor contrals an Investee when: (a) it is exposed or has rights to variable
retymns from its Involvement with that investee; (b) it has the ability to affect those returns through
its power over that investee; and {¢) there is a link betwéen power and retumns. Control is
reagsessed as faots and circumstances change. PERS 10 supersedes PAS 27 (2008), Consolidated
and Separsi¢ Financial Statements and Philippine Interpretation Standards Interpretation
Committee (8IC) - 12, Consolidation - Special Purpose Entities. The adoption of the new standard
may tesalt fo changes in consolidation conclusion in respect of the company’s investecs whick
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may lead to changes In the cwrent accounting for these investees. The adoption of the new
standard is required for annual periods beginning on or after January 1, 2014,

PFRS 11, Joint Arrangements, foruses on the rights and obligations of joint arrangements, rather
thair the legal form (as is cumently the case). The new standard: (a) distinguishes joint
arrangements between joint operations and joint ventures; and {b) eliminates the option of using
the equity method or proportionate consolidation as it always requires the use of equity method
for jointly contiolled entities that are now called joint ventures. PFRS 11 supersedes PAS 31,
Interests in Joint Ventures and Philippine Interpretation SIC 13, Jolatly Controlled Entitles - Non--
Monetary Contributions by Venturers. The adoption of the new standard is required for anoua)
periods beginning on or after January 1, 2014,

PFRS 12, Disclosure of Interests in Other Entities, contains the disclosure requirements for
entities that have interests in subsidiaries, joint amangements (Le., joint opetations or joint
ventures), associates and/or unconsolidated structured entities. The pew standard provides
information that enables users to evaluate: (a) the nature of, and risks associated with, an entity’s
interests in other entitios; and {b} the effewts of those interests on the entity’s financial position,
financial performance and cash flows. The company is currently assessing the disclosure
requirements for interests in subsidiaries, joint arrangernents and associates in comparison with
the existing disclosure. The adoption of the new standard is required for annual periods beginning
on or after January 1, 2014,

Consolidated Financial Statements, Joint Arrangements and Disclosure of Interests i Other
Entities: Transition Guidance (Amendments to PFRS 10, PFR8 11, and PFRS 12). The
amendments: (a} simplify the process of adopting PFRS 10 and [}, and provide relief from the
disclosures in respest of unconsolidated structared entitfes; (b) simplify the transition and provide
additional refief from the disclosures that could have bsén onerous depending on the extent of
comparative information provided in the consolidated financial statements; and (¢} Hmit the
restatemnent of comparatives to the inunediaiely preceding period; this applies 1o the full suite of
standards, Entities that provide comparatives for more than oné period have the option of leaving
additional comparative periods unchanged. In addition, the date of initial application is now
defined in PFRS 10 as the beginning of the annual reporting period in which the standard is
apphied for the first time, At this date, an entity tosts whether there is a change in the consolidation
conclusion for its investess. The adoption of the amendments is required for annual periods
beginntag on or after January 1, 2014,

PFRS 13, Fair Value Measurement, replaces the fair value measurement guidance contained in
individual PFRS with a single source of fair value measnrement guidance, It defines fair value,
cstablishes 2 framework for measuring fair value and sets out disclosure requirements for fair
value measurements. It explains how to measure fair value when It is required or permitied by
other PERS. It does not introducs new requirements o mcasure assets or Habilities at fair value
nor daes it eliminate the practicability exceptions to fair value measurements that currently exist
in cerain standards, The company is currently reviewing its methodologies in determining fair
values. The adoption of the new standard is required for annual periods beginning on or after
Yamuary 1, 2014,

PAS 19, Employee Benefits {Amended 2011), includes the following requirements: (a) actuarial
gaing and losses are recognized imvmediately in other comprehensive income; this change will
remove the corridor method and eliminate the ability for entities to recognize all changes in the
defined benefit obligation and in plan asseis in profit or loss, which is currently alfowed under
PAS 19; and (b) expected retum on plan assets recognized in profit or loss is calculated based on
the mie used to discount the defined benefit obligation. The adoption of the smendments is
required to be retrospectively applicd for annual periods beginning on or after January 1, 2014.



PAS 27, Separate Financial Statements {2011), supersedes PAS 27 (2008). PAS 27 (2011) carrfes
forward the existing accounting and disclosure requirements for separate financial statements,
with some minor clarifications. The adoption of the amendments is required for annual periods
beginning on or afler Japuary 1, 2014,

- PAS 28, Investments in Associates and Joint Ventures (2011), supersedes PAS 28 (2008). PAS 28
(2011} makes the following amendments: (2) PERS 5, Noncutrent Assets Held for Sale and
Discontinued Operations, applies to an investment, or a portion of an investment, in an associate
or a Joint venture that meets the oriteria to be classified as held for sale; and (b} on cessation of
significant influence or joint control, even if an investment in an assoviate becomes an investment
in a joint venture or vice verss, the entity does not re-measure the retained interest. The adoption
of the amendments is riol expected 1o have an effect on the consolidated financial statements since
the company continues to accourt for its investments in associates af equity method. The adoption
of the amendments s required for anpual periods beginning on or after January t, 2014,

Improvements 6 PFRS 2009-2011 contain amendments to 5 standards with consequential
amendments o other standards and interpretations, of which only the following are applicable to
the company,

Comparative Information beyond Minimum Requirements {Amendments to PAS 1). These
amendments clarify the requirements for comparative information that are disclosed voluniarily
and those that are mandatory due lo retrospective application of an accounting policy, or
retrospective réstatement or reclassification of items in the consolidated finuncisl statements. An
entity must include comparative information in the related notes t© the consolidated financial
statements when it voluntarily provides comparative information beyond the minimum required
comparative period. The additional comparative period doss not need to contain a complete sct of
consolidated financial statemedts, On the othér hand, supporting notes for the third balance sheet
(mandatory when thers is a retrospective application of an accounting policy, or retrospective
restatement or reclassification of fteres in the consolidated financial staternents) are not required.
The adoption of the amendments s required for annual periods beginning on or after January 1,
2014,

Presentation of the Opening Statement of Financial Position and Related Notes (Amendments to
PAS B). The amendments clarify thai: {a) the opening consolidated statement of financiat position
is required only if there is: (i) a change in accounting policy; (i) a retrospective restaternent; or
(i) a reclassification has 2 material effect upon the information in that consolidated statement of
financial position; (b) except for the disclosures required under PAS 8, Accounting Policies,
Change: in Accounting Estimates and Errors, notes refated to the opening consolidated statement
of financial position are no ionger required; and () the appropriate date for the opening
consolidated statement of financial position is the beginning of the preceding period, rather than
the beginning of the earliest comparative period presented, This is regardless of whether an entity
provides additional comparmive information beyond the minbmum comparstive iaformation
requitements. The amendment explains that the requirements for the presentation of notes related
to additional comparative information and those related 10 the openiong consolidated siatement of
financial position are different, becanse the underlyving cobjectives are different. Consequential
amendments have been made to PAS 34, luterbnt Financial Reporting. The adoption of the
amendments is required for annuat periods beginning on or afier January 1, 2014,

Clagsification of Servicing Equipment {Amendments to PAS 16, Property, Plant and Equipment),
The amendmsals clarify the accounting of spare parts, stand-by equipment and servicing
equipment. The definition of ‘property, plant and equipment’ in PAS 16 is now considered in
determining whether these items should be seconnted for under this standard. [ these items do not
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meet the definition, then they are accounted for using PAS 2, Inventories. The adoption of the
amendments is required for annoal periods beginning on or after January 1, 2014.

Income Tax Consequences of Distribiitions (Amendments fo PAS 32, Financial Instraments
Presentation). The amendments clarify that PAS 12, Income Taxes applies to the accounting for
income taxes relating to: (a) distributions to holders of an equity instrument; and (b) transaction
costs of an equity transaction. This amendment removes a perceived inconsistenicy betwesn PAS
32 and PAS 12. Before the amendutent, PAS 32 indicated that distributions to holders of an equity
instrument are recognized directly in squity, nst of any related income tax. However, PAS {2
generally requires the tax consequences of dividends to be recognized in profit ot loss. A similar
consequential amehdment has slso been made to Philippine Interpretation JERIC 2, Mambers”
Share in Co-operativé Entities and Shuilar Instruments. The adoption of the amendments is
required for annual periods beginning on or after January 1, 2014,

Segment Assets and Liabilities (Amendments to PAS 34). This is smended to align the disclosure
requirements for segment assets and segment Habilities in interim consolidated financial
statements with those in PFRS 8, Operating Segments. PAS 34 now requires the disclosure of &
medsure of total asseis and labilities for a particular reportable segment. In addition, sucl
disclosure is only required when: (a). the amount is regularly provided to the chief operating
decision maker; and (b) there has been a material change from the amount disclosed i the last
annual consolidated finamcisl statements for that reportable segment, The adoption of the
amendments is required for annual periods beginning on orafter Jenuary 1, 2014.

Offsetting Financial Assets and Financial Liabilities {Ameniiments to PAS 32). The amendiments
clarify that: {a) an entity currently has a legally enforceable right to set-off if that right is: (i) not
contingent on a future event; and (i) enforceable both in the normal course of business and in the
event of default, insolvency or bankruptey of the entity and all counterparties; and (b} gross
settlement is eguivalent to net sefilement | and only if the gross settlement mechanism has
features that (i) eliminate or result n insignificant credit and liquidity risk; and (if) process
receivables and payables in s single settlement process or eyele. The adoption of the amendments
is required to be retrospeotively applied for annual periods beginning on or after January 1, 2014.

Investment Entities [Amendments to PFRS 10, PFRS 12, and PAS 27 (201 1)), The amendments
provide consolidation exeeption for investment funds and require quatifying investment entities to
recognize their investments in comrolled éntities, as well as investments i associntes and joint
ventures, in a single line iteém in the statement of financial position, measured at fair value through
profit or Joss; the only exception would be subsidiaries that are considered an extension of the
investment entity’s investing activities, However, the parent of an investment entity (that is not
itself an investment entity) is siill required to consolidate all subsidiaries. This consolidation
exception is mandatory, The adoption of the amendments is required for annual periods begitming
on or after Janvary 1, 2014,

PFRS 9, Financial Instruments (2010) and {2009). PFRS 9 (2009) introduces new requirements
for the classification and measurement of financial assets. Undey PFRS 9 {2009); financial assets
are classified and measured based on the business model in which they are held and the
characteristics of their coniractual cash flows. PFRS 9 (2010) introducés additions relating to
financial Habilities, The 1ASB currenily has an active project to make limited amendments 1o the
classification and measurément requirements of PFRS 9 and add pew requirements to address the
mpairment of financial assets and hedge eccounting, The adoption of the new stapdard is
expected to have an effett on the classification and measurement of the company’s financial
assets. PFRS 9 (2010 and 2009) is effective for annual periods beginning on or after January 1,
2018,
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Date of Recogoition. The company recognizes a financial asset or 4 financiat linbility in the
consolidated statements of financial position when it becomes a party to the conteactyal provisiotis of
the lnstrument, In the case of a regular way purchase or sale of financial assets, recognition is done
using seitlement date sccounting.

Initial Recognition of Financial Instruments. Financial instuments are recognized initidlly st fair
valye of the consideration given {in case of an asset) or received (in case of a liabiiity). The initial
micasutement of financial instruments, except for those designated as at FVPL, inoludés transaction
Costs,

The company classifies its financial assets in the following categories: held-to-maturity (HTM)
investments, AFS financial assets, financial assets at FVPL and loans and receivables. The company
classifies its financial tiabilities as cither financial liabilities at FVPL or other finsucial Habilities, The
classifigation depends on the purpose for which the investments are acquired and whether they are
quoted in an active market, Management determines the classification of lis financial agsets and
finaneial labilities at initial recognition and, where allowed and appropriate, re-evaluates such
designation at every reporting date. o

Determination of Fair Value. The fair value of financial instruments traded in active markets ai the
reporting date is based on their quoted market price or dealer price quatations (bid price for long
positions and ask price for short positions), without any deduction for transaction costs. When current
bid and ask prices are not avaiiable, the price of the most recent transaction provides evidence of the
current fair value as long as there is no significant change in economic circumstances since the time
of the transaction.

For all other financial instrumends not listed in au active market, the fair value is determined by using
appropriate valuation techniques. Valuation technigues include the discounted cash flow method,
comparison to similar instruments for which market observable prices exist, options pricing models
and other relevant valuation models.

“Day 17 Profit. Where the transaction price in a non-sctive market is different to the fair value from
other observable current market transactions in the same instroment or based on a valuation technigue
whase variables include only data from observable market, the company recognizes the difference
between the transaction price and the fair value (3 ‘Day 1' profit) in profit or loss unless it qualifies
for recognition as some other type of asset. In cases where data used is not observable, the differenice
between the teansaction price and model value is only recognized in profit or loss when the inputs
become observable or when the instrument is derecognized. For esch transaction, the comparny
determines the appropriate method of recognizing the ‘Day 1° profit amount,

Financial assets include Cagh, Trade and Other Recelvables,
Cash ape stated at face value, Cash includes cash in bank and petty cash fund.-Cash in bank in savings
apoounts ear inderest at the respestive bank deposit rates and these are deposits heid at call with

banks, Petty cash funds sr¢ intended as working funds for a small amount of expenses such as
perodicals, reproduction cost, transportation, gtc.

Trade roceivables are recognized and carried at original invoice amount less an allowance fbr any
uncoliectible amount. An esthmate of doubtfisl accounts is made when collection of the full smount is
ao longer probable.

Financial Assets at FYPL. A financial asset is classified as at FVPL if it is clagsified as held for
trading or is designated as such upon initial recognition. Rinancial assets are designated as at FVPL if
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the company manages such investments and makes purchase and sale decisions based on their fair
value in accordance with the company’s documented fisk management or investment
Derivative instruments (including embedded derivatives), except those covered by hedge wcmmthg
refutionships, are classified under this category,

Financial assets are classified as held for trading if they are acquited for the purpose of selling in the
near tetm,

Financial assets may be designated by management at initial recognition as at FVPL, when any of the
foHowing criteria iy met:

s the designation eliminates or significantly reduces the inconsistent treatment that would gtherwise
avise from measuring the assets or recopnizing gains or losses on a different basis:

+ the assets are part of a company of financial assets which are managed and their performances are
evaluated oh a fair value basis, in accordance with & documented risk management or investment
strategys or

» the financial instrument contains an embedded derivitive, unless the embeddoed derivative does
not significantly medify the cash flows or it is clear, with little or no analysis, that it would not be

separately recognized.

Derivative instruments ave initially recognized at fair value on the date in which a derivative
transaction is entered info or bifurcated, and are submqumtly re-measured at fair vajue. Desivatives
are presemted in the consolidated statements of financial position as assets when the fair value is
positive and as Habilities when the fair value is negative. Gains and losses from changes in fuis value
of these derivatives ate recx)gmzed under the ception marked-to-miarket gains {losses) included as part
of “Other income {(expenses)” in the consolidsted statements of incose,

The fair values of frgestanding aml bifurcated forward currency tansactions are caloulated by
refersnce o current exchange rates for contracts with similar maturity profiles. The fair values of
commodity swaps are determined based on quotes ubtained from comiterparty banks,

The combined carrying amounts of financial assets under this category amounted to P
833,605,496.00 myd P 781,559,534,00 a5 of December 31, 2022 and 2021, respeotively (Note 3, 5, 6 and
g}.

Loans and Reccivables, Loans and receivables are non-derivative financial assets with fixed or
determinsble payments atd maturities that are not quoted in an aciive market, They are not entered
into with the intention of immediaie or shori-term resale and are not designated as AFS financial
assets or financial assets as at FVPL.

Subsequent to initial measurement, loans and receivables aré carvied at amortized cost using the
effective interest rate muothod, less any impairment in value. Any interest eammed on foans aid
receivables shall be recognized as part of “Interest income” in the consolidated statements of income
on an accrual basis, Amortized cost is caloulgted by taking Into account any discount or premium on
acquisition and foes that are an integral part of the effective interest rate. The periodic amortization s
also included as part of “Inteérest income” in the consolidated siatements of income. Gains or losses
are recognized in profit or loss when leans and receivables are derecognized or impaired, as well as
through the amortization process.
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The company’s cash and cash equivalents, trade and other receivables, due from related parties and
long-term receivables are included in this category.

Cash includes cash on hand and in banks which are stated at face value. Cash equivalents are short-
terr, highly liquid investments that are readily convertible to known amounts of cash and are subject
to an insignificant risk of changes in value.

The combined carrying amocunts of financial assets onder this category amounted fo P 19,418 486.00
and P 141,679,285.00 as of Deceinber 31, 2022 and 2021, respectively (Note 3 & 5.

HTM Investments. HTM investments aré quoted pon-derivative financial assets with fixed or
determinable payments and fixed maturities for which the company's management has the positive
intention and ablility to hold to maturity. Where the compeny sells other than an insignificant amonnt
of HTM investiients, the entire calegory would be tainted and reclassified as AFS financisl assets.
After initial measurement, these investaients drc measured 4t amortized cost using the effective
intetest rate method, less impairment in value, Any intérest earned on the HTM investments shall be
recognized as part of “Interest income™ in the consolidated statements of income on an accrual basis,
Amortized cost is caloulated by taking Into account any discount or premium on acquisition and fees
that are an integral part of the effective interest rate. The periodic amortization is also included as part
of “Interest income” in the consolidated statéments of income. Gaing or losses are recognized in profit
or loss when the HTM investments are derecognized ar impaired, as well as through the amortization
process,

The company has oo investments aecounted for under this categary during the year.

AFS Financial Assets, AFS financial assets are non-derivative financial assots that are either
designated in this category ar not classified in any of the other financial asset categories. Subsequent
to initial recoguition, AFS financiel assels are racasured at fair value and changes thersin, other ¢hin
impairment losses and foreign currency differénces on AFS debt instraments, are recognized in other
comprehensive income and presented in the consolidated statemonts of changes in equity. The
effective yield component of AFS debt securities is roported as part of “Interest income” in the
consolidated statements of income. Dividends eamed on bolding AFS equity securities are recognized
85 “Dividend income™ when the right fo recsive payment has been established, When individual ARS
financial assets are either derecognized or impaired, the velated accumuplated unrealized gains or
losses previcusly reported in equity are transferred to and recognized in profit or boss,

AFS financial assets also include unquoted equity instroments with fair values whith cannot be
refiably determined. These instruments are carried at cost less impairmeant in value, if any

The company’s investnents in equity and debt securities included under “Available-for-sale financial
assets” account are olassified under this category (Note 8).

The carrying amounts of financial assets under this category are nil during the year,

Fi ial {ishilities

Financial Lizbilities at FVPL. Financial liabilities are classified under this category through the: fair
value option. Derivative instruments {including émbedded derivatives) wiih negative fair values,
except those covered by hedge accounting relationships, are alse classified under this category.

The companty carries financial lisbilitles at FVPL using their fair values and reports falr value
changes in profit or loss.



‘The company’s derivative liabilities are classified under this category.
The carryitig amounts of financial liabilities under this category are il daring the year

Other Financial Liabilities. This category pertains to financial liabilitles that are not designated or
classified as at FVPL. After initial measurement, othet financial labilities are carried at amortized
cost using the effective interest rate mothod, Amortized vost is calsulated by taking into account any
premium or discount and any directly attributable transaction costs that are considered an integral part
of the cffective interest tute of the Hability,

The company’s liabilities arising from its short term loans, trade and other payables, lonig-term debt,
cash bonds and other noncurrent liabilities are included under this category.

The combjned carrying amounts of financial liabilities under this category amounted to P
2,713,878,817.00 and P 3,254,102,794.00 as of December 31, 2022 and 2021, respectively.

Debt Issue Costs

Debt issue costs are considered as directly attributable transaction cost upon initial measurement of
the related debt and subsequently in the calculation of amortized cost using the effective interest
thethod.

Ereestandin Pvative

For the purpose of hedge accounting, hedges are classified as either: ) fair value hedges when
hedging the expostre to changes in the fair value of a recognized asset or liability or a0 unrecognized
firm commiiment {except for foreign currency risk); b) cash flow hedges when hedging exposure to
vartubility in oash flows that is cither attributable to 2 particular risk assoéiated with a recognized
asset or liability or a highly probable forecast wransaction or the forelgn currency risk in an
unrecognized firm commitinent; or ©) hedges of a net investment in foreign operations.

At the inception of a hedge relationship, the company formally designates and documents the hedge
relationship to which the company wishes 1o apply hedge accounting and the risk mapagement
objective and strategy for undértaking the hedge. The documentation includes identification of the
hedging instrument, the hedged item or transaction, the nature of the tisk being hedged and how the
entity will assess the hedging instrument’s offectivencess in offséiting the exposure & changes in the
hedged item’s fair value or cash flows attributable to the hedged risk, Such hedges are expected to be
highly effective in achieving offeetting changes in fair value or ¢ash flows and are assessed on an
ongoing basis to determine that they actually have been highly effective throughout the finangial
reporting periods for which they were designated.

Fair Value Hedge. Derivatives classified as fair value hedges are carried at fair value with
corresponding change In fair value recognized in profit or loss. The carrying amount of the hedged
asset or bability is also adjusted for changes in fair value atfributable fo the hedged item and the gain
or loss sssociated with that re-measurement i5 also recogaized in profit or Toss.

When the hedge ceases to be highly effective, hedge accounting is discontinved and the adjustment to
the carrying amount of a hedged financial instrument is amortized immediately,

The company discontinues fair value hedge accounting if the hedging instrument expired, sold,
terminged or exercised, the hedge no longer meets the criteria for hedge accounting or the company
revokes the designation.
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The company hus no outstanding derivatives aceounted for as fair value hedges during the year

Cash Plow Hedge. Changes in the fair value of 3 hedging instrument that qualifies 25 & highly
effective cash flow hedge ure recognized in other comprehensive income and presented under the
“Hedging reserve”™ account in the consolidated statements of changes in equity. The ineffective
portion is immediately recognized in profitor loss.

If the bedged cash flow results in the recognition of an asset or a liability, aif gaing or fosses.
previously recognized directly in equity are transferred from equity and included in the initial
measurement of the cost or carrying amount of the asset or liability, Otherwise, for 2l other cash flow
hedges, gains or losses initially récogaized in equity dre transferred from equity to profit or foss in the
same period or periods during which the hedged forecasted transaction or recognized asset or Hability
affects profit or loss.

When the hedge ceases to be highly effective, hedge accounting is discontinued prospectively. The
cumulative gain or loss on the hedging instrament that has been reported directly in equity is retained
in equity until the forecasted transaction occurs. When the forecasted transaction s no longer
expected to ocour, any aet cumulative gain or loss previously reporied in equity is recopnized in profit
or foss,

The company has no outstanding derivatives accounted for as a cash flow hedge during the year

Net Investment Hedge. The company has ro hedge of a net investment in a foreign opesation duting
the year.

For derivatives that do not qualify for hedge acvounting, any gaius or losses arising from changes in
fair value of derivatives are taken direetly to profit or loss during the year incurred.

Embedded Derivatives _
The compasny assesses whether embedded derivatives are required to be separated from host
contracts whan the company becomes a party fo the contract,

An embedded derivative is separated from the host contract and accounted for as a derivative if all of
the foltowing condifions are met: a) the economic characteristics and risks of the embedded detivative
are not closely related to the economic characteristics and risks of the host contract; b) o separate
ingtrument with the same fevms as the embadded derivative would meet the definition of a derivative;
and ¢} the hybrid or combined instrument is not recognized as at FVPL, Reassessment only ocours i
there is a change in the terms of the ¢ontract that significantly modifies the cash flows that would
otherwise be required.

N

De-recopnition of Financial Assets and Financial Liabilitics
Financial Assets. A financial asset (or, where appliceble, 2 part of & Hnancial asset or part of a

conipany of similar financial assets} is derecognized when:

» therights to receive cash flows from the asset have expired;

« the company retains the right to receive cash flows from the assef, but has assumed an obligation
o pay them in full without materidl defay to a third party unider 2 “pass-through™ arrangement; or

» the company has transferred its tights to receive cash flows from the asset and ciiher: (a) has
transforred substantially all the risks and rewards of the asset; or (b) bas neither transferred nor
retained substantially all the visks and rewards of the asset, but has hrensferred control of the asset,
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When the company has transferred its rights 1o receive cash flows from ap asset and has neither
transferred nor retained substantially ali the risks and rewards of the asset nor transfirred control of
the asset, the asset is recognized to the extent of the company’s continuing involveraent iri the asset.
Continuing involverment thar takes the form of a guarantes over the transferred asset 18 measured at
the lower of the original carrying amount of the asset and the maximum amoeunt of consideration that
the company could be required fo repay.

Financial Lisbilities, A finapcial lisbility is derccognized when the obligation under the liability is
discharged, cancelled or expired. When an existing financial liability is replaced by another from the
same fender on substantially different terms, or the terms of an existing tiability are substantially
modified, such sn exchange or modification is treated as a désrecognition of the ariginal Hability and
the recogpition of a new fiability. The difference in the respective carrying ansounts is recognized in
profit or loss.

impaired.

A financial asset or a group of financial assets is deemed to be impaired if, snd only if, there is
objective evidence of impairment as a result of one or more events that have ocourred after the initial
recognition of the asset (an incurred loss event) and that loss event has an impect on the estimated
futare cash flows of the financial asset or the group of finandisl assets that can be reliably estimaged.

Assets Carried at Amortized Cost. For assets carried at amoriized cost such as loans and recefvables,
the company first assesses whether objective svidence of impairment exists individually for financiaf
assets that are individually significant, or colléctively for financial assets that are not individually
significant. If no objective evidence of impaltment has been identified for a particutar financial asset
that was individually assessed, the company includes the ssset as part of a group of financial assets
pooled sccording to theit credit risk characteristics and collectively assesses the group for
impairment: Assels that are Individually assessed for impairment and for which an impairment loss i,
or continues to be, recogaized are not included in the collective impalmment assessment.

Bvidence of impairment for specific impairment purposeés may include indications that the bortower
or a company of borrowers is experiencing financial difficulty, defoult or delinquency in principal or
interest payments, or may enter info bankruptcy or uther form of financial reorganization intended to
allevigie the financial condition of the borrower. For collective impairment purposes, evidence of
impairment may include observable data on existing economic conditions or industry-wide
developments indioating that there is a measnrable decrease in the estimated future cash flows of the
related assets.

if there is objective evidence of impairment, the amount of loss is measured as the difference between
the asset’s carrying amount and the present value of estimated futurs cash flows (excluding fiture
credit losses) discounted at the financial assel’s original effective interést rate (i.e., the effective
interest rate computed at initial recognition). Time vatue is generally pot considered when the effect
of discounting the cash flows is pot material. If a loan or receivable has a variable rate, the discount
rate for measuring any impairment loss is the current effective interest rate, adjusted for the original
eredit risk premium, For collective impainnent purposes, impairment loss is computed based on their
respective defanlt and histotiocal loss experietice.

The carrying amount of the asset shall be reduced either directly or through use of an allowance
account. The inipairment Joss for the period shall be recognized in profit or foss. If, in o subsequent
petiod, the amount of the impairment foss decreases and the decrease can be related objectively ta an
event ocewrring afer the impaioment was repognized, the previously recognized impaicment loss is
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eeversed. Any subsequent reversal of an impainment loss is recognized in profit or loss, to the extent
that the carrying amiount of the assét does not exceed its amostized cost at the reversal date.

AFS Financial Assets. If an AFS financial assot is impaired, an amount comprising the difference
between the cost {net o€ any principal paytent and amortization) and its corrent fair value, less any
impairment loss on that financial asset previously trecognized in profit or loss, is transferred from
equity to profit or loss. Reversals in respect of equity instruments classified a5 APS financial assets
are not recognized in profit or loss. Reversals of bmpairment losses on dobt instruments are
recognized in profit or loss, if the increase in falr value of the instrument can be objectively related to
an event occurring after the impairment loss was recognized in profit or loss.

in the case of an unquoted equity instroment or of a derivative asset linked to and must be settled by
delivery of an unquoted equity instrument, for which its fair value cannot be reliably measured, the
amount of impairment loss is measured as the difference between the assets carrying amount and the
present value of estimated future cash flows from the asset discounted using its historical effective
tate of return on the asset,

Glassificution of Financial tnstrunients Betwees
From the perspective of the issuer, a financial instrument is classified as debt instrument if it provides
for a contractusl obligation to:

& deliver cash or another financial asset to another entity;

» oxchange financial asseis or financial lisbilities with another entity under conditions that are
potentially unfavorable to the company; ot

¢ satisfy the obligation other than By the ¢xchange of a fixed amount of cash or another financial
asset for a fixed number of own equity shares.

If the company does not have an unconditional right to avoid delivering cash or another financial
gsset to setile its contractual obligation, the obligation meets the definition of a financial Hability.

Financial assets and financial Habilities are offset and the net amount is reported in the consolidated
statements of finaneial position if, and only if, there is a currensly eoforceable legal right fo offset the
recognized amounts and there is an intention o setile on a net basis, or 10 realize the asset and seitle
the Hability simuitansously, This is not generally the case with master neiting agreements, and the
refated assets and liabilities are prosented gross in the consolidated statements of financial position.

Inveptories

inveniories are stated at the lower of cost and estimated selling price less costs to sell. Cost is
determined using the first-in-first-out (FIFO) method. At each reporting date; inventories are assessed
for impairment. If fnventory is impalved, the carrying amount is reduced to its selling price less costs
to sell; the impairment loss is recognized immediately in profit or loss.

Inventories include disclose the components/specifications that are valued at lower of cost ahd
astimated selling price less costs to sell, using the FIFO method,

For financial reporting purposes, duties and taxes related fo the acquisition of inventories are
capitalized as part of inveatory cost. For income tax reporting purpeses, such duties and taxes are
treated as deductible expenses in the year these charges are incurved,

Property, Plamt and Equipment
Property, plant and equipment, except Jand, are stated at cost Jess accumulated depreciation and
amortizatibn and any acowmulated impainment in value. Such cost inchides the cost of repiscing part
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of the property, plant and equipment at the time that cost is incutred, if the recognition criteria are
m;j:t, and excludes the costs of day-to-day servicing, Land is stated at cost less any impairment in
value,

The initial cost of property, plant and squipment comprises its construction cost or purchase price,
including import duties, taxes and any directly attributable costs in bringing the asset to its working
condition and location for its intended use. Cast also includes any related asset retirement obligation
(ARO) and iiterest incurred during the construction period on funds borrowed to finance the
construction of the projects. Expenditures incurred after the asset has bsen put into operation, such as
repairs, maintenance and overhaul costs, are normally recognized as an expense in the petiod the
costs are incurred. Major repairs are capitalized as part of property, plant and-eguipment only when it
is probabie that future economio benefits associated with the items will flow fo the company and the
cost of the items can be measured reliably.

Construction in progress {CIP) represents structures wikier construction and is stated at cost, This
includes the costs of vonstruction and other direct costs, Borrowing costs that are directly attributable
to the construction of plant and equipment are capitalized during the construction périod. CIP is not
depreciated until such time that the relevant assets are ready for nse.

For financial reporting purposes, duties and taxes related to the acquisition of property, plant and
equipment are capitalized. For income tax reporting purposes, such duties and taxes are treated as
deductible expenses in the year thess charges are incurted.

For findncial reporting purposes, deprecigtion and amortization, which commences when the asset is
available for its intended use, sre computed using the straight-line method over the following
estimated usefid lives of the agsets;

Nuospber of Years
Machinery and Bouipment 5-10
Delivery Equipment 3«5
Building and Leaschold mprovements 25-30
Pumiture and Fixtures 1-3
Land no depreciation

The remaining useful lives, residual values, and depreciation and amortization method are reviewed
and adjusted periodically, if appropriate, to ensure that they are consistent with the expected patiern
of economic benefits from the items of property, plent and equipment.

For income tax reporting purposes, depreciation and amortization are compmied using the double-
dectining balance method,

The carrying amounts of property, plant and equipment are reviewed for impairment when events or
changes in circumstances indicate that the carrying amounts may not be recoverable.

Fully depreciated sssets are retained in the accounts until they are no longer in use and no flether
depreciation and amortization aré recognized in profit o loss.

An ftem of property, plant and equipment is derccognized when either it has been disposed of or
when it is permanently withdrawn from use and no future economic benefits are expected from its use
or disposal, Any gain or loss arising from the retirement or disposal of an ttem of property, plant and
equipment (calculated as the difference between the net disposal proceeds and the carrying amount of
the asser) is included in profit or loss in the period of retirement-or disposal.
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lnvestment Property

Investment property consists of properties held 1o cam rentals and/or for capital appreciation but not
for sale in the ordinary course of business, use in the production.or supply of goods or services or for
administrative puwrposes. Investinent property, except for land, is measured at cost including
transaction costs Jess accumulated depreciation and amortization and any accumulated impairment in
value. The carvying amount includes the cost of replacing part of an existing investment property at
the time the cost is incurred, if the recognition criteria are met, and excludes the costs of day-to-day
servicing of an investment property. Land is stated at vost less any impairment in value.

For financial reporting purposes, depreciation of office units is computed on a straight-line basis over
the estimated useful lives of the assets of 20 years. For income tax reporting purposes, depreciation is
computed using the double-declining balance method.

The rsidual values, useful lives and method of depreciation and amortization of the assets are
reviewed and adjusted, if appropriate, at each reporting date.

Investment property is derécognized ecither when &t has been disposed of or when if Is permanently
withdrawn from use and no fisture economic benefit is expected from its disposal. Any gains or lossss
on the retirement and disposal of investment propenty are recognized in profif or loss in the period of
retirement or disposal,

Transfers are made to fnvestment property when, and only when, there is a change in use, evidenced
by ending of owner-vocupation or commencesnent of at operating lease to another party. Transfers
are mads from investment property when, and only when, there is u change in use, evidenced by
vommencement of the owner-otcupation or commencement of development with « view o sell,

For a transfer from investment property to owner-becupied property or inventories, the ¢ost of
property for subsequent acoounting is its carrying amount at the date of change in nse. If the property
occupied by the company as an owner-occupied property becomes an investment property, the
company sccounts for such property in sccordance with the policy stated under property, plant and
equipmest up to the date of change i use.

ntangible Asset
intangible assets scquired separately are measured on initial recognition at cost. The cost of intangible
agsets acquired in a business combination is its fair valye 88 at the date of acquisition. Subsequently,
iintangible essets are measurad at cost less accumulated amortization and any accumulated tmpairment
losses. Intemally generated intangible assets, excluding vapitalized devclopment costs, are not
capitalized and expenditures are recognized in profit or loss in the year in which the related
expenditures are inourred. The useful lives of intangible assets are assessed to be either finite or
indefinite.

Intangible assets with finite lives are amorlized over the useful $ife and assessed for impairment
whenever there is an indication that the intangibic assets may be impaired. The amortization period
and the amortization method used for an intacgible agset with a finite usefil life are reviewed at least
at each reporting date. Changes in the expected useful life or the expected pattern of consumption of
future esonomic benefits embodied in the asset dre accounded for by changing the amertization period
or method, as appropriate, dnd are teeated as changes in accounting estitnates, The smostization
expense on intangible assets with finite fives is recognized in profit or loss consistent with the
function of'the intangible asset.
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Amortization is compated using the straight-line method over § to 10 vears.

Gaing or losses arising from the disposal of an intangible asset are measured as the difference
betwesn the net disposal proceeds and the carrying amount of the asset and are recognized in profit or
loss whieir the asset is derecognized,

The amount of intangible asséts is included under the caption of othiers in the “Other noncurrent
assets™ in the consolidated statements of financial position, '

Expenses incurred for research and development of internal projects and internally developed patents
wad copyrights are expensed as incurred and are part of “Selling and administrative expenses”
account in the consolidated statements of income.

Iepairment of Nonflnancia] Assets

The carrying values of property, plant and equipment, investment property and intangible assets with
finite lives are reviewed for impairment when events or changes in circumstances indicate that the
carrying amount may not be recoverable. If any such indication exists, and if the carrying amount
excoeds the estimated recoverable amount, the assets or cash-generating units are written down to
their recoverable amounts, The recoverabie amount of the asset is the greater of fair value less costs
to sell and value in use, The fair value less costs 1o sell is the amount obtainable from the sale of an
usset in an arm’s length transaction between knowledgeable, willing parties, less costs of disposal. In
assessing value in use, the estimated future cash flows are discounted fo their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. For an assef that does not generate largely independent cash inflows, the
recoverable amount s determined for the cash-penerating unit {o which the asset helongs. Impairment
losses are resognized in profit or luss in those expense categories consistent with the Rmction of the
impaired asset.

An assessment is made at each reporting date as to whether there is any indication that previously
recognized impairmsnt losses may no Jonger exist or may have decreased, If such indication exists,
the recoversbie amount is estimated. A previously recognized Impaiment loss is seversed only if
there has been a change in the estimates used to determine the psset’s recoverable amount since the
Inst impairment foss was recognized. If that is the case, the carrving amount of the asset is increased
to its recoverable amount. That increased amount cammot exceed the carrying amount that would have
been determined, net of depreciation and amortization, had no impairmient loss been recognized for
the asset in prior years. Suck reversal s recognized in profit or loss. After such a reversal, the
depreciation and amoriization charge js adiusted in future periods to allocate the ssset’s revised
carrying amount, less sny residual value, on 2 systematic basis over its remaining usefl life.

Provisions are recognized when: (2) the company has a present obligation (Jegal or construciive) as a
reselt of past event; {b) it is probable (e, more likely than nof) that an outflow of resomnces
embodying sconomic benefits will be required o settle the obligation; and (¢) a reliable estimate can
be made of the amount of the obligation, If the effect of the time value of money is maierial,
provisions are determined by discounting the expected futwre cash flows at a pre-tax rate that reflects
current market assessment of the time value of mooey and the risks specific to the liability. Where
discounting is used, the incrense in the provision du to the passage of time is recognized as intorest
expense. Where some or ail of the expenditire required o settle a provision is expected to be
reimbuorsed by another party, the reimbursement shall be recognized when, and only when, it is
virtually cerain that reimbusement will be reccived if the entity settles the obligation. The
reimbursement shall be treated as a separate asset. The amount recognized for the reimbursement
shail not exceed the amount of the provision. Provisions are réviewed at each reporting date and
adjusted to reflect the current best estimate.
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The company recognizes provisions atising from legal and/or constructive obligations associated with
cost of dismantling and removing an item of property, plant and equipment and restoring the site
where it is jocated, the obligation for which the campany incurs either when the asset is acquired or as
& consequence of using the asset during a particular year for purposes other than o produce
invertories diring the year.

common shures and share options are recognized as a deduction from equity, net of any tax effects
and any excess of the proceeds over the par value of shares issued less any incresaental costs directly
atiributable to the issuance, net of tax, is presented in equity as additional paid-in capital.

Retained Baraings

Retatned carnings represent the asccumulated net income or losses, net of any dividend distributions
and other cepital adjustinents. Appropriated retained eamings represent that portion which is
restricted and therefore not available for any dividend declatsition,

Revenye Recognifior

enve is recognized to the extent that it is probable that the economic benefits will flow to the
company and the amount of the revenue can be reliably measured. The following specific recognition
ortteria must also be met before revenve is recognized:

Sale of Goods. Revenue from sale of goods in the course of ordipary activities is measured at the fair
value of the consideration received or receivable, net of teturns, trade discounts and volume rebates.
Revenue is recognized when the significant risks and rewards of ownership of the gouds have passed
te the buyer, which Is gormally upon delivery and the amount of revenue can be measured reliably.

Inferest. Revenue is recognized as the interest acerues, Yaking into accotmt the effective yield on the
M>

Dividend. Revenus is recognized when the company’s right as a shareholder to receive the psyment is
established.

Rent. Revenue from investment progierty is recognized on a straight-line basis over the term: of the
lease. Lease icentives granted are recognized as an integral part of the fotal rent inconte over the
term of the fease. Rent income Is included as part of other income.

grition
recognized upon receipt of goods, utilization of services or at the date they are

Costs and expenses arg
incurred.

Expenses are also recognized in the consolidated statements of income when a decrease in futurs
econiomic benefit related to a decroase in an assel or an increase in a Hability that can be measured
refiably has srisen, Expenses are recognized in the consofidated statements of income on the basis of
5 direct assoclation between costs incurred and the eaming of specific items of income; on the basis.
of systematic and rational allocation procedures when econcinic benefits ars expected to arise over
several accounting periods and the associstion can only be broadly or indirectly determined; or
immediately when an expendRure produces no filure economic benefits or when, and to the extent
that firure economic benefits do not qualify, or cease to quality, for recognition &s an asset.

Leases _
The determination of whether an atrangement is, or contains, a lease is based on the substance of the
arrangement and requires an assessment of whether the falfiliment of the arrangement is dependent
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on the use of a specific asset or assets and the amangement conveys a right to use the asset. A
reassessment is made after the inception of the lease only if one of the following applies:

{2) theee is a change in contractual terms, other than a renewal or extension of the arrangement;

(b3 a venewnl option is exereised or extension granted, unless the term of the renewal or extension
was initially included in the ledse term; )
(c) thers is a change in the determination of whether fulfithnent Is dependent on  specific assst; or

(d) there is a substantial change fo the asset.

Where a reassessment is made, lease accounting shall commence or cease from the date when the
change in circumistances gives rise to the reassessment for scenarios {8), (¢) or (d), and at the date of
renewal or extension periad for 4cenario (b), above.

Operaring Lease

Company as Lessee, Leases which do not transfer to the company substantially all the risks and
benefits of ownership of the asset are classified as operating Ieases. Operating lease paymicats are
recognized as an expense in profit or loss on a straight-line basis over the lease term. Associated costs
such as maintenance and insurance are expensed as incutred,

Company as Lessor. Leases where the company does not transfer substantially all the risks and
benefits of ownership of the assels wre classified as operating leases. Rent income from operating
feases is fecognized as income on a straight-line basis over the Jease term. Initial dirsct costs incurred
in negotiating an operating lesse are added to the carrying amount of the leased asset and tecognized
as an expense over the lease ferm on the same basis a8 rent income, Contingent rents are recognized
as income in the period in which they are camed.

Borrowing costs are capitalized if they are directly atiributable to the acquisition of construction of &
qualifying asset. Capitalization of borrowing costs commences when the astivities to prepare the asset
are in progress and expendifwres and borrowing costs are being incurred. Borrowing cosis arg
capitalized uniil the assets are substantially ready for thelr intended use. If the carrying amount of the
asset excesds its recoverable amount, an impairment loss is recognized.

Research and Developmeni Costs

Research costs are expensed as incurred, Development costs incurred on an individual project are
cartied forward when their fidure recoverability can be reasonsbly regarded as assured, Any
expenditure carvied forward is amortized in fine with the expected future sales from the related
project.

The carrying amount of development costs ix reviewed for impairment annually when the related
asset is not yet in use, Otherwise, this is reviewed for impaitment when events or changes in
circumstances indicate that the carrying amount may not be secoverable.

ofits
‘The company does not have a tax qualified and fully funded defined benefit peasion plan covering alt
permanent, regular, full-time employees administered by trustee banks. Retirement benefits cost is
actuariatly determined nsing the projected unit eredit method. This method reflects service rendered
by employees up fo the date of valuation and incorporates assumptions conceming empluyees’
projected salarics. Retirement benefits cost includes current setvice cost, interest cost, expected returs
on phan assets, amortization of unrecognized actuarial gaing and losses snd past service costs, effect
of asset limir and effect of any curtailments or seitlements, Past service cost is recognized as an
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expense on & straight-line basis over the average period antil the bepefits become vested. If the
benefits are alreudy vested immediately following the introduction of, or changes o the plan, past
servics cost is recognized immediately as an expense. Actuarial gains and losses are recognized as
income or expense when the net cumulative unrecognized actuarial gains and logses at the end of the
previous reporting year exceed the grester of 10% of the present value of the defined benefit
obligation or the fair value of plan assets at that date, These gains or losses are repognized over the
expecied average remaining working lives of the employees participating in the plan.

The defined benefit Hability is the aggregate of the present value of the defiried benefit obligation and
actuarial gains and fosses not revognized, reduced by past service costs not yei recognized and the fair
value of plan assets out of which the obligations are to be settled directly. If such aggregate is
negative, the resulting asset is measured at the lower of such aggregate or the aggregate of cumulative
unrecognized net actuarial losses and past service cosis and the present valos of any economic
benefits available in the form of reductions in the future contidbutions to the plan.

If the asset is measured at the aggregate of cumulative unrecognized net actoarial losses and past
service costs and the present value of any economic benefits available in the form of redustions in the
future contributions to the plan, net actusrial fosses of the current period and past service costs of the
cutrent period are recognized immediately to the extent that they exeesd any reduction in the present
value of those economic benefits, If there is no change or an increase in the present value of the
geonomic benefits, the sntire net actuarial losses of the current period and past service casts of the
current period are recognized immediately. Similarly, net actuarial gaing of the current period after
the deduction of past service costs of the current period exceeding any increase in the present value of
the ecanomic benefits stated above are recognized immediately if the asset is measured at the
apgregate of cumulative unrecognized net actuarisl Josses and past service costs and the present valus
of any economic benefits available in the form of reductions in the fiture contributions to the plas. If
thers is no change or a decrease in the present value of the economic benefits, the enfire net actuarial
gains of the current period after the deduction of past service costs of the current period are
recognized imnediately.

The company has a corporate performance incentive program that aims {o provide financial incentives
for the employees, contingent on the achievement of the company’s annual business goeis and
objectives. ‘The company recognizes achisvement of its business goals through key performance
indicators (KPls) which are used to evaluate performance of the organization. The company
recognizes the related expense when the KPIs are met, that is when the company is contractually
obliged to pay the benefits.

{a) Retirement Benefii Obligations — PAS 19 provides that the Company shall wcognize as an
expense the undiscounted amourd of shori-term employees benefits when an employee has
rendered service in exchange for those benefits, It also provides that the Company shall recognize
in its balance sheet as defined benefit liability an amoust equal to the excess of the present value
of the defined benefit obligation over the fair value of the plan assets. If any, plus any
unrecognized actuarial gains ( less any actuarial Josses ) and minus any unrecognized past service
cost. If the resulting amount is a negative (an asset), an entity shall recognize such amount as an
asset subject to the limits prescribed by the Standard.

(b} Retivement Benefits ~ The Corporation does not have a funded employes’s retirement benefit
plan. Jt has not recognized Hability for past service and service and annual cosis of carned
retirement benefits due 1o its employess required under SFAS 24 / PAS 19. The expense is
recogrized only when ag employee retires and is paid the retirement benefits acoruing to him.

The Company is in the process on evaluation whether to do actuariel valuation in coordination with

trusted insurasice company or selting up a trust fund for the employees future retirement benefits
through depositing with the client’s main depositary bank. It has not yet engaged the services of an
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Actuary to determing the present vaive of the defined benefit obligation using the projected unit credit
methad for the purpose of aecruing retirement benefit obligation, :

Taxes

Current Tax. Carrent tax is the expected tax payable or receivable on the taxable income or loss for
the year, using tax rates enacted or substantively enacted at the reporting date, and any adjustment to
tax payable in respect of previous vears,

Deferred Tax. Deforred tax is recognized in respect of temporary differences between the carrying
amounts of assets and ligbilities for financial reporting purposes and the amounts used for taxation
purposes.

Deferred tax Habilities are recognized for all taxable temporary differences, except:

¢ where the defesred tax liability arises from the initial recognifion of goodwill or of an asset or
Tability in a transaction that is pot & business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

» with respect t0 taxable temporary différences associated with investments in subsidiaries,
associates and interests in joint ventures, where the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not reverse in
the foresecable future.

Deferred tax assets are recognized for all deductible temporary differences, carry forward benefifs of
unused 1ax eredits « Minimum Corporate Inconie Tax (MCIT) and unused tax Josses - Net Operating
Loss Carry Over (NOLCO), to the extent that it is probable that texable profit will be available
against which the deductible semporary ditferences, and the carry forward benefits of MCIT and
NOLCO can be utitized, except:

« where the deferred tax asset relating to the deductible temporary difference arises from the injtial
recognition of an asset or liability in a tansaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor faxable profit or loss; and

v with respect to deductible temporary differences assoviated with investments in subsidiaries,
associates and interests in joint ventures, deferred tax agsets are recognized only to. the. exient that
it ic probable that the temporary differences will reverse in the foresceable future and taxable
profit will be available against which the temporary differences can be utilized,

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to aliow all or part of
the deferred wx asset to be utilized. Unrecognized deferred tax assets are reassessed at each reporting
date and are recognized to the extent that it has become probable that fature taxable profit will aflow
the deferred tax asset to be recovered.

The measurement of deforred tax reflects the tax consequences that vould follow the manner in
which the company expests, at the end of the reporting period, to recover or settle the carrying
amount of its assets and fabilities,

Deferred tax assets and Habilities are measured at the tax rates that are expected fo apply in the year
when the asset #s realized or the lisbility is seitled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the reporting date,
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In determining the amount of current and deferred tax, the company takes into account the impact of
uncertain tax positions and whesher additional tuxes and interest may be due. The company believes
that its acoruals for tax liabilities are adequate Yor all open tax years based on s assessment of many
fagtors, including interpretation of tax laws and prior experience. This assessment relies on estimates
and assumptions and miay involve 8 series of judgments about future events. New information may
become available that causes the company to change its judgment rogarding the adequacy of existing
tax Habilities; such changes to tax liabilities will impact tax expense in the period that sich a
determination is made,

Current tax and deferred tax are recognized In profit or loss except to the extent that it relates to 4
business combination, or items recognized directly in equity or in other comprehensive income.
Deferced tax asscts and deferred tax liabilities are offvet, if a legally enforceable ripht exists to set off
current tax sssets sgainsi current tax Habilities and the deferfred taxes relaje 10 the same taxable entity
and the same taxation agthority.

Value-added Tax (VAT). Revenuds, expenses and asseis are recognized net of the amount of VAT,
except:

+ -where the tax incured on a purchase of assets or services is not recoverable from the taxation
authority, in which case the tax is recognized as part of the cost of acquisition of the asset or as
part of the éxpense item as applicable; and

« receivables and payables that are stated with the amountof tax included.

The et amount of tax recoverable from, or payable to, the taxation authority is included as part of
recoivables or payables inthe consolidated statements of financial position.

Assers Held for Sale

Noncurrent assets, or disposals comprising assets and labilities, that are expected to be recovered
primarily through sale or distribution rather than through continuing use, are classified as held for
sale. Immediaiely before classification as held for sale or diswibution, the assets, or components of 2
disposal group, are re-measured in accordance with the company’s acoounting policies. Thereafler,
the assets or dispossl groups are generally weasured at the Tower of their carrying amount and fair
value less costs o sell. Any impairment loss on disposal is allocated first to goodwill, and then to
remaining assets and labifities on pro rata basis, except that no. loss is afiecated to inventories,
financial assets, deferved tax assets, employee benefit assets, investment properties or biological
assets, which continue to be measwred in accordance with the company’s accounting policies.
impairment losses on initial classification as feld for sale or distribution and subsequent gains and
losses on re-measarement are recoinized in profit or loss. Gains are not recognized in excess of any
cumulative impairment losses.

Intangible assets, investment property, and property, plant and eguipment once classified ay held for
sale or distribution fre not amortized or depreciated. In addition, equity accounting of equity-
accounted Irvestess ceases once classified as held for sale.

When an asset no fonger meets the criteria to be classified 4s held for sale or distribution, the
company shall cease to vlassify such as hield for sale. Transters from assets held for sale or
distribution are measured gt the fower of its carrying amount before the assét was classified as held
for sale or distribution, adjusted for any depreciation that would have been recognized had the asset
ot beon classified as held for ssle or distribution, and its fecoverable amotnt at the date of the
subsequent decision not to sell.
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Parties: are considered to be related if one party has the ability, directly or indirvectly, to control the
other party or exercise significant influence over the other party In making financial and operating
decisions. Parties are also considered to be refated if they are subject fo comimon control orsignificant
influence, Related purties may be individuals or corporate entities. Transactions between telated
parties are on an arm’s length basis in a manner similar (o transactions with non-related parties.

At

Basic and Diluted Earnings Per Comymon Share

Basic EPS is computed by dividing the net income for the period attributable to equity hokders of the
Parent Company, net of dividends on preferred shares, by the weighted average number of issued and
outstanding common shares during the period, with retroactive adjustment for any stock dividends
déctared,

RCraLI g S Gl

he company’s operating segmonts are organized and managed separately according to the nature of
the products and services provided, with each segment reprosenting 8 strategic business unit that
offers different products and serves different markets. The Chief Executive Offiesr (the “chief
operating decision maker™) seviews management reports on a regular basis.

The measurement policies the company used for segment reporting under PFRS 8, are the same as
those used it its consolidated financial statervents. There have been no changes from prior periods in
the measurement methods used to determine reporied segment profit or loss. All inter-segment
tranisfers are carrfed out at arm’s fength prices.

Segment revenues, expenses and performance include sales and purchases between business
segments. Such sales and purchases are eliminated in consolidation.

Reclassificalion

tain acoounts in the prior yesr financial statements and supporting note disclosures have been
welassified to conform to the current period presentation. Such reclassification did not affect the
statement of cash flows nor did it impact previously reported loss or retained earnings.

Contingent liabilities are not recognized int the consolidated financial statements. They are disclosed
in the notes to the consolidated financial statements unless the possibility of an cutflow of resources
embodying sconomic benefits is remote. Contingent assets are not recognized in the consofidated
financial statements but are disclosed in the notes to the consolidated financial stateracnts ‘when at
jnflow of ceonomic beaefits is probable.

Events Aftet the Rep g 1igte

Post year-end events that provide additional information about the company’s financial position at the
reporting date (adjusting éveritsy are reflected in the consoligated financial statements, Post year-end
events that are not adjusting events are disclosed in the notes to the consolidated financial statements

when material.




4. SIGNIFICANT ACCOUNTING JUDGEMENT, ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements in accordance with PERS requires the Company 1o make
estimates and assumptions that affeci the reported amounts of assets, lidbilities, income and expenses
and disclosure of contingent assets and contingent Nabilities. Future events may occur which will
cause the assumptions used in arriving at the estimates to change. The effects of any change in
estimates are reflected in the financial siatements as they become ressonably determinable.

Judgments and estimates aee continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circurnsiances.

Judgments

Tn the process of applying the Company’s scsounting policies, management has made the following
judgments, apart from those involving estimations, which have the most sigaificant effedt on the
amounts recognized in the financial statements:

Operating Lease Commitmenis - Compuny as Lessorflessee. The Company has entered into
commercial property leases on its investment property portfolio. The Company has determined that it
rotging all the significant risks and rewards of ownership of the properties leased out on operating
teases while the significant risks and rewards for properties leased from third parties are retained by
the lessors,

Determining Fair Values of Finarcial Iistruments. Where the fair values of financial assets and
lisbilities recorded in the statement of financial position cannot be derived from active markets, they
are determined using a variety of valuation techniques that include the use of mathematical models.
The Company uses judgiments to select from varlety of valugtion models and make assamptions
regarding considerations of lquidity and model inputs such as comrelation and volatility for longer
dated Sinancial Instruments. The input to these models is taken from obsérvable markets where
possible, but where this [s not feasible, a degree of judgment is required in establishing falr values.

Distinction betweens Property, Plant and Egquipment and investmers Proper(y. The Company
determines whether a property qualifies as investment property. In making its judgment, the Company
considers whether the property generates cash Hlows largely independent of the other assets held by an
entity. Owner-oceupied properties generate cash flows that are attributable not only to the property
but also 1o other assets used in the production or supply process.

Some properties comprise a portion that is held to earn rental or for capital appreciation and another
portion that is held for use in the production and supply of goods and services or for admainistrative
purposes. If these portions can be sold separately (or leased out separately under finance lease), the
Company accounts for the portions separately. If the pottion cannot be sold separately, the property is
accounted for as investraent property only if an insignificant portion is held for use in the production
or supply of goods or services or for administrative purposes: Judgment is applied in determining
whether ancillary services are so significant that a property does not qualify as investment property.
The Company considers each property separately in making its judgment.

Taxes, Significant judgment is required o determining current and deferred income tax expense.
There are many transactions and caleulations for which the ultimate tax determination {8 ubcertain
during the ordinary course of business. The Company recognizes liabilities for anticipaied fax audit
issues based on estimates of whether additional taxes will be due. Where the final tax outcome of
these matiers is different from the amounts that were initially recorded, such differences will impact
the current income tax and deferred tax expenses in the year in which such determination is made.



23

Beginning July 2008, in the determination of the Company®$ current taxable income, the Company
has an option to either apply the optional standard deduction (OSD) or continue to claim itemized
standard deduction. The Company, at euch taxable year from the affectivity of the faw, may decide
which option to apply; once an option to use OSD is made, & shall be irrevocable for that particular
taxable year,

i d Assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the
statement of financial position date, that have a signilicant risk of causing material adjustments 1o the
carrying amounts of assets and Jiabilities within the next financial year are discussed below.

Allowance for Impairment of Trade and Othey Receivables. Allowance for impairment is maintained
at a level considered adequate to provide for potentially uncollectible receivables. The level of
allowange s based on past collection experience and other factors thet may affect collectability. An
evaluation of receivables, designed to identify potential changes to allowance, is performed regularly
throughout the year, Specifically, in coordination with the Marketing Diviston, the Finance Division
ascertains customers who are unable fo meet thelr financial obligations. In these cases, the
Company’s Management uses sound judgment based on the best available facis and circumstances,
inctuded but tot limited to, the length of relationship with the customers and their payment track
record, ‘The amount of impairment loss differ for each year based on available objective evidence. for
which the Company may consider that it will not be able to collecr some of its accounts. Trpaired
accounts feceivable are written off when identified to be wotthless after exhausting all coliection
efforts. At increase in allowance foi impairment of trade and other receivables would inorease the
Company’s recorded selfing and administrative expenses and decrease current assets.

Allowarice for Inventory Obsolescerce. The allowance for inventory vbsolescence consists of
collective and specific valuation aliowance. A collective valuation sllowance is established as 2
certain percentage based on the age and movement of stocks. In case there is write-off or disposal of
slow-moving ftems during the year, a raduction in the allowance for inventory obsolescence is made.
Review of allowance is done every quarter, while a revised setup or booking is posted at the end of
the year based on evaluations or recommendations of the proponents. The amount and fiming of
recorded expenses for any year would thersfore differ based on the judgrrents or estimates yade.

Usefil Lives. The useful life of each of the Company’s item of property, plant and equipment and
investment properties is estimated based on the period over which the asset is expected fo be available
for use. Such estimation is based on a collective assessment of practices of similar businesses, internal
technical cvaluation and experience with similar assets. The estimated useful life of each asset is
reviewed periodically and updated if expectations differ from previous estimates due to physical wear
and tear, technical or commercial chsefescence and legal or other Hmits on the use of the asset. It is
possible, however, that fiture results of opemtions could be materially affected by changes in the
amounts and timing of recorded expenses brought about by changes in the factors meationed above.
A reduction in the estimated useful Tife of any itent of propesty, plant and equipment and investment
properties would increase the récorded cost of goods sold, selling and administrative expenses, and
decrease non-current agsets.

There is no change in estimated useful lives of property, plant and equipment, and investment
propertics based on manajetnent reviews at the statement of financial position date.

Fair Value of Investment Properties. The fair value of investment property presented for disclosure
purposes is based on market values, being the estimated amount for which the property can be
exchanged between a willing buyer and scller in an arm’s length transaction, or based on a most
recent sale transaction of a similaz property within the same vicinity where the investment property is
Jocated. In the absence of cument pricss in an active market, the valuations are prepared by
considering the aggregate estimated fiture cash flows expected fo be received from leasing out the



24

property. A yield that reflects the specific risks inhetent in the net cash flows is then applied to the net
gnnual cash flows 1o arrive at the propesty valuation,

Impairment uf Now-financial Assets. The Company assesses impairment of non-financial assets
whenever events or changes in circumstances indicate that the carrying amount of an asset way not be
recoverable, The factors that the Company considers important which could trigger an impaisment
review inchude the following: '

« Significant underperformatce refative 1o expected historical or projected future operating results;

« Significant changes in the manner of use of the acquired assets or the sirategy for overall business;
and,

» Significant negative Industry or economic frends.

The Company recognizes an impairment loss whenever the carrying amount of an asset exceeds its
tecoverable value. The récoverable amnotint is computed using the value in use approach. Recoverable
amounts are estimated for individual assets of, if it is not possible, for the cash-generating unit to
which the asset belongs. Determining the recoverable value ofassets requires the estimation of fisture
cash flows expected 1o be generated from the continued use and ultimate disposition of such assets.
While it is believed that the essumptions used in the estimation of fair values reflected in the financial
staternents are appropriate and reasonable, significant changes in these assumptions may materially
al¥ect the assessment of recovetuble values and any resulting impairment loss. could have a material
adverss impact on the resulis of opesations.

Fuoir Yalue of Fingncial Instruments. Management uses valuation technigues in measuring fair value
of financial instruments, where active marke! quotes are not available. In applying the valuation
techniques, management mokes maximum use of market inputs, and uses estimates and assumptions
that are, as far as possible, consistent with cbservable data that market participants would use in
pricing the instrument, Whete applicable data is not observable, managenient uses its best estimate
about assamptions that market participants would make, These estimates may vary from actual prices
that would be schieved in an arm’s length transaction st statement of financial position date,

The following methods and assurptions are used to cstimate the fair value of each ¢lass of financial
instruments and when it is practicable to estimate such value:

» Fingnelal Assety gf F¥PL and AFS Invesiments, Market vatues have been used to detertnine the fair
values of traded government securities and squity shares. Market value is determined mainly by
reference fo the siock exohange quoted market bid prices at the close of business on the statement of
financial position dote.

+ Derivative Assets and Liabilities. The fair values of freestanding and bifurcated forward currency
transactions are caleulated by reforence to current forward exchange rates for contracts with similar
maturity profiles. Mark-to-snarket valuation of commaodity hedges is based on forecastad prices,



25
5. CASH AND CASH EQUIVALENTS

Cash includes cash on hand and in banks. Cush equivalents are short-term, highly liquid investments
that are readily convertible to known amounts of cask with original maturities of three months or less
from date of placement and that are subject to an ingignificant risk of changes in value.

2022 2028
Cash on Hand & in Bank 19,318,486 141,579,288
Potty Cash Fund 100,650 100,000
19,418,486 141,679,285
6. RECEIVABLES
2023 2021
Accounts Revsivable 763,678,359 594 317,728
7. INVENTORIES
Al cost:
2022 1733
Raw Matesals 1,532,164 483 2,046,158,663
Work in Process 158,961,232 14,662,223
Finished Goods 21,134,141 23955031
1,567,259,846 2,084,775,917
8. OTHER CURRENT ASSETS
VAT Input 3,103 5670071
Prepaizl Tax 153,269 .
Creditable Withholding Tax - excess 41,453,189 26,425,548
luput tax amotiization 8,989,000 13,466,902
50,598,651 45,562 521




9. INVESTMENTS

Calumpang Packing Corposation

Chitpriat Inc.

Qbits Resource Cotporation

Steniel Misidanao Corpotation

10. PROPERTY, PLANT AND BQUIPMENT
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2022 2021
30K),000 300,000
300,000 300,000
300,000 300,000

80,775,000 80,775,000
81,875,000 81,675,000

Property, plant and equipment include ail tangible assets with an estimatod useful life beyond éne
year, are used in the conduct of the business, and are not intended for sale in the ordinary course of

business. Assets of this nature include: property ordinarily ot subject to depreciation or depletion and

property subject to depreciation. This account consists of}

010123 Deprecistion.  Not Vilue 00122 Additim  Deprecigtion.  Net Valne

At Cost (2012021 Book Yalue = 1231260
Fao, Madh: & Bauip. 402,820,436 127,248,536  275391,920  27S5TLYH 21371582 44023004 272220158
Transpo. & Deltvery 38368, 726 31436423 230M263 23,992,263 31,339 8,056,353 15,537,299
Offics Faquip, 3,304,629 1,752,527 1,552,102 1,552,102 429,481 33519 1667,864
Furaitre & Firtures 591,700 4bdn7 DAY 127,473 128,404 16912 218,965
Building 390966,652 35333045 ZRSEMLE0Y  2SSS3L60T 6413083 24042638 3902182
Construction in Prog. 85,362,645 - 85362663 BS363683 (85.362,683) - .
Land 136 560,021 - 130560021 130560033 41,775,000 =AM E3S021
Tonat YSEITRET 196236768 TTIIINGNY  TT2TIN090  BAN0G266  77.272906 780271459

11. ACCOUNTS PAYABLE AND OTHER ACCRUEBD EXPENSES
The detuils of Current Liabilities are shown below:

Accousnts Payable - Trade
SE5/PHIC Prem. Payable
HDMF Premium Payable

858 Loan
HIDMF Loat

2022 2021
1,611,824,769 2,850,228,551
368,776 345,181
34,200 35,400
137,839 7,232
35,696 82771
1,612,401,280 2.850,763,135




12, INCOME TAX
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2022 2021
Operating Income (Loss) before Tax 116,448,455.00 74,241,325.00
Add: Non-deductable _ N "
Totsl 116,448,455.00 74,241,325.00
Tax ate 25% 25%
Tax Due 29,112,113.75 18,560,331.25
Lass: quattesty payments - -
Incorne Tax Payeble 25,112,113.75 18 560,331.25

To validate the correct tax Hability, a computation of the Minimun Corporate Income Tax (MCIT)
was made as follows:

2022 2021
Revenues 3,937,349,151,00 2,987,764,022.00
Less: Cost of Services 3,637,346,143,00 2,815,234.456.00
Gross Profit 300,003,008.60 172,529 566,00
Tax rte 1% | %
Tax Due 3,000,020.08 1,725,295.66
13. OTHER CURRENT LIABILITIES

Withheld Tax - Cotapensation 20,212 224,792
Withheld Tox - Dividends . 600,000
Withheld Tax - Fxpanded 2,226,651 1,104,856

2427863 1,929,648

14, LOANS PAYABLE

This represents interest bearing short térm borrowing obtained from local banks renewable within
180-360 days at 3 % iutersst per annum, These are fully secured with real estate mortgage of
sovera! land titles, building and other veal properties with no restrictions on titled properties and
equipments pledge as collaterals. There was also @ continuing surety agreement executed by some
stockholders,

2022 2021
Loans Payable 1,069,937 560 382,845,680
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15. STOCKHOLDERS® BQUITY

a. Capital Stock
Authotized 30,000,500 - 1.00 par value 150,000,000 150,000,000
Tssued and Outstanding - 1.00 par value 150,000,000 150,000,000

b. Retained Earnings
i. Declaration of Cash Dividends
There was 2 no cash dividend declared in the during the yeas 2022,

it. Appropriation of Capital Projest

There was a total of uppropriution in the amount of P 185,000,000.00 as of December 31,
2022 which was appropriated in the previous yoar iménded for the futore profect

expansion of the company,
16. SALES
2022 2021
Sales - VAT 2,421,870,495 1,914,532,283
Sales Zero Rated 1,515,478,656 110?3,231,’?33'

Net Sales 3,037.349,151 2.987,764,022




17, COST OF GOODS SOLD

Diirect Mitexilas:
Raw Matedals, Beg.
Add: Paechuses -~ Disect. Material
Total Matesials Avadlable for Ssle
Less: Raw Materlals, Bnd
Total Raw Materials Used
Direct Labyor:
Pactory Ovethead:
Factoty Supplies 8 Printing
Depreciation Factoty
Lighe & Water
Repair & Mainteosnce - TOR
Freight & Trucking
Gas & Of
Indirece Labor
13th Month Pay
Renral Facroty
888 8 Others
Totdl Factory Overhead
Total Manufkcturiog Cost
Add: Waork in Process, Beg,
Total Cost Place in Provess
Less: Work in Pracess, End

Total Cost of Goods Manufacrured

Add: Finished Goods, Beg
Total Goods Avatlabie for Sale
Less: Finished Goods, Bad

TOTALCOST OF GOODS SOLD
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2022 2021
2,046,158,663 2,128,451,465
2,332.631,753 1,980,316,060
4,378,790,416 4,108,767,525
1,532,164.483 2.046,158,663
2,846,625,933 2,062,608,862

36,476,041 34,616,116
61,747 955 47 862,590

76,984,874 49,598,685,

166,334,936 143,304,973

234,026,904 114,921,187

67,300,301 116,946,654
49,858,505 17,999,295
87,361,715 80,897,502
2,090,268 1,866,664
3,032,504 1,782 554
1,984,216 1,755,627
750,722,278 576,935,821
3,633,824,252 2,574,160,799
14,662,223 64,414,820
3,648,485,475 2738575619
13,961,222 14,662,223
3,634,525,253 2,723.913,396
23,955,031 115,276,091
3,658,480,284 2,839,189,487
21,134,441 23,955,031
3,637,346,143 2815234 456
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19.
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OPERATING EXPENSES
. 2022 2021
Solaries, Wages & 13th Month 14,354,508 13,660,554
Separation pay - 665,340
Freight and Trucking Hxpense 16,345,631 10,436,537
Office Supplies Expense 3,270,643 3,510,025
Secatity Expense 10,002,531 10,197,911
Fual and Off Bxpense 2,302,483 1,351,651
558 and Cther Taxes 1,107,477 990,464
Deprecision Expense - Admin 288,032 88,032
Tasws angd Licenses 2,566,104 8,305,483
Communication Expense 432795 480,886
Canupission Expense 2,960,500 2,538,074
Insurance Expeiise 7410520 7,331,887
Represeutation Expense 1,564,254 381,730
Transportation/Meal and Travel Expense 108,809 .
Lipht and Water Expense 12,480,558 7,178,841
Medieal Expense. 48,254 406,420
Repais sind Maintenance Expense 75,960,329 17,272,592
Professional Fees 320,444 385,214
Bank Charges 4220,302 4,582,636
Semtoars and Training Hxpeose 248,343 138,725
Interest Expense 20,504,035 B, 185 239
183,554,553 98,288,241
FINANCIAL RISK MANAGEMENT OBJECTIVE AND POLICIES
Risk Management Structure
, £ Dirset

The BOD s mainly responsible for the overall risk management approach and for the approval of risk
strategies and principles of the Cotnpany. It has also the overall responsibility for the development of
risk strategies, principles, frameworks, policles and limits. It establishes a forum of discussion of the
Company’s approach to risk issues in order to make relevant decisions:

The Company’s principal financial instrument comprises of vash and cash equivalents, The main
purpose of this financial instrament is to raise finance for the Company®s operations. The Company
has varions other financial instiuments such as foans receivables, trade payables and accrued
expenses which arise directly from Hs operations,

The main fisks arfising from the Company’s financial instrumsents dve Hquidity risk and credit risk.
The Boand reviews and agrees policies for managing each of these risks and they are summarized
below. The Company also raonitors the market price risk arising from all Anancial instruments.
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Credit rig

Crexit risk refers to the risk that counterparty will default on its contractual obligations resulting in
financial loss to the Company.

Receivable balances are monitored on an ongoing basis with the result that the Company’s exposure
to bad debts is not significant.

‘The Compuny grants advances to stockholdess after the BOD reassessed the Company’s strategies for
managing ¢redits and view that they remain appropriate for the Company’s circumstanges. With
respect Yo credit risk from other financial assets of the Company, whiich mainly comprise of cash and
vash equivalents, amounts owed by and receivables fiom related partics, the exposure of the
Company to credit sisk arises from the defank of the counterparty, with 4 maximum exposure equal o
the carrying amount of these insinuments.

Liquidity tisk is the potential of not meeting obligations as they come due because of inability to
Hyuidate assets or obtuin adeguate funding.

The Company maintains sufficient cash and cash equivalents to finance its operations, Any excess
cash is invested in short-térm money market placements. These placsments are maintained to meet
maturing obligations end pay dividend declarations. The Company, in general, maiches the
appropriate hong-term funding instruments with the genetd nature of its equity instruments.

Market Risks

The Company has no sigoificant exposure to market risk during the year.

The pritnary objsctive of the Company’s capital masagement is to ansure that it maintains a strong
oredit rating and healthy capital ratios in order to support its business and maxiniize shareholder
value.

19. OTHER MATTERS

The company has less than ten (10) sfockholders and the shares are not traded in any stock exchange
or gver the coustter market,

20. SUPPLEMENTARY INFORMATION REQUIRED BY BUREAU OF INTERNAL REVENUES
RR NO. [5-2010

The Bureau of Internal Revenue issued Revenue Regulations (RR) No. 15-2010 which prescribes
additional procedural and/or documieniary requitements in connection with the preparation and
submission of financial statements sccompanying tax returns, Under the said RR, companies are
required to disclose, in addition 1o the disclosure be adopted, in the Notes 1o financial statements,
information on taxes, duties and Hicense fee pald or acerued during the taxable year,
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The following are information to which the company is required to disclose under RR No. 15-2010 for
the year.

#.

Sales and Ourpur VAT
VYATable Sales
Zexo Rated Sules

VAT Payable

Enput Taxes on goods

Tniput Taxes on services

Previoas Year Bxoess Toput

Quartesly VAT payinests { jao to hov §
Creditable VAT

VAT Pagable for the year

Withholding Taxes

Wittholding Tax - Bxpanded
Withholding Tax - Compensation

Taxes aond Licknses
Busttess Tax

Propesty Tax
Documerntagy Stamps Tax
Pertnits and Licenses
LTO renewsls

Annual Registeation Pee

Sales Amount

Quepui VAT

2,421,870,495
1,515 478,656

290,624,459

3,937,349,151

250,624,459

Purchase Atncount

Input VAT

2,042,768,201
295,962,912

245,132,184
35,515,542
5.670,671
2,511,593
1,798,165

290,627,563

(3,103

Amouat

2,226,651
LA01212

2,427,863

Amgunt

5,585,488
2,915,167
320
765,453
299,176
500

9,566,104
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SUPPLEMENTAL WRITTEN STATEMENT OF AUDITOR

The Board of Directors and Stockholders
CORBOX CORPORATION
Tayud, Liloas, Ceba

| have examined the financial sttements of CORBOX CORPORATION for the yoor ended
December 31, 2022 wnd 2021, on which | have rendered $he attached roport dated Apeil 08,
23,

In compliance with SRC Rule 68, | s stating that the said company has a 1ota) number of six
(6) stockboldars owning one huadred (1 00) or more shares cach,

TIN Ne. 11892886

PRC Board Cort. No. 47310

BIR Accreditation No.

AN: 1376021 $-003-2022 wedl Mar. 01, 2025
PRC/BOA Reglstration No.0939 ustil Nov. 30, 2025
PTR No. 2373920 dated, 0272172023 Coba Ciry

Agril 08, 2023



