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SECURITIEE AND EXCHANGE COMMISSION

SEC FORM 17-A
ANNUAL REPORT PURSUANT TO SECTION 1T
OF THE SECURITIES REGULATION CQDE AND SECTION 141
OF THE CORPORATION CODE OF THE PHILIPPINES
Faor the calendar year endad 31 December 2021
SEC ldentfication MNumber 0000160968 3. BIR: Tax ldentification Mo.bD0-158-541
Exact nams of issuer as specified in ite charter: PEPSI-COLA PRODUCTS PHILIPPINES, INC.

Provincs, Country of other jurisdiction of 8 Industry Classification Code
incorporaton or organization: Philippines (BEC Lse Only)

Address of principal office; 26th Floor, Fillnvest Axis Towesr Two Bullding, Morthgate Cyberzone

MWLP:MI Code: 1781

B.

Issuar's telephone number, including area code; K3R8-T3774

8. Formar pama, lomes address. and former fiscal vear, I changed since st report; Km. 29 National
Road, Tunasan, Muntinlupa City Postal Code: 1773

10, Securities mgisterad pursuant o Sactions B and 12 of the SRC, or Sec 4 and B of the BSA

i ¥

12

13

Title of Each Class Mumbsar of Shares of Common Stock
Qutstanding and Amaount of Debt Dwstanding

Common Shares of Stock 3,693, 772278

Bra any or all of these securdies listed on a Stock Exchange?
Yes[ ] P [x]

If yes, staie the name of such stock exchange and the clesses of secunties listed tharein:
Not icable

Chack whether the issue

{8l has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17.1 thersunder
or Sechon 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sectons 26 and 141 of The
Corporation Cede of the Philippines during the preceding twebve (12} months {or for such shoster
penod that the requsirant was reguired 1o file such epods),

Yes[x] Mol |

(B The Regisirant has been subdect to such filing requiremenis for the past ninety (90) days,
Yes [x] Mo ]

State the aggregate marmet value of the vating stock held by non-affiliates of the regiatrant. The
aggragate market valua shall be computad by reference 1o the price at whech the stock was soéd, or the
average bid and asked prices of guch stock, as of a specified date within sixty (80) days priar 1o the
date of filing. If 2 determination as towhether a particular person or entity 15 an afffiate cannot ba mads
without involving unreascnable effort and expense, the aggregate market value of the commen stock
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held by non-gHiiates may be calculated on the basis of assumptions reasonable under e
circumstancas, provided the assumptions are set forth in this Farm.

Aggregate market value of the voling stock held by non-affilizies of the registrant — R33T million as of
17 Jun 2020

DOCUMENTS INCORPORATED BY REFERENCE
14, The following documents are incorporated in this report:

(a} Sfaterment of Management Responsibility attached as Exhibit | haraof;
(b} 31 Decamber 2021 Audited Finandal Statemanis attached as Exhikdt || hersof

PART | = BUSINESS AND GENERAL INFORMATION

ITEM 1. BUSINESS
(1) Business Development
& [Form and Date of Organzaton

Pepsi-Colz Products Philippines, Inc (the *Company”] was registered with the Philippine Securities
agnd Exchange Commigsion ("SEC’) on (8 March 1889, primarily o engage in manufacturing, sales
and distribufion of carbonated soft-drinks and non-caronated beverages, and corfectionsry products
1o retail, wholesale, restaurants and bar trades,

The Company's principal office was in Km, 29 National Road, Tunasan, Muntinkepa Gity, ©n 10
December 2021, the SEG approved the amendment Lo the Company's Articles of Incorporation to
reflect s new principal office address located in 26th Floor, Filinvest Axms Tower Two Building,
Morthgate Cyberzona, Filimsest City, Alabang, Muntinlupa Ciy,

On 30 May 2014, the SEC approved the amendmeant to the Company's Arbicle of Incorporation,
paricwlary on its primary purpose to also engage in the manufacturing, sale and distribution of snacks,
food and food produecie,

b, Bankrupicy, Receivership or Similar Proceedings
The Company is nat irmealved in 2ny banknaptoy, recelvership or ssmilar procesdings.

¢ Material Reclassification, Merger, Consolidation or Purchase or Sale of & Signiicant Amaunt of Asssls
(ot ordlinary) owver the past three (3) vears

The Compary has nal made any matanal reclassficaticns nor astared inlo a mergar, consolidation ar
purchase ar sale of signifcant amouni of assets not in the ordinary course of businese in the past three
(3} years.



{2} Business of Issuer
a, Prncipal praducis

The Company i a licensed boliler of PepsiCa, Inc. ("PepsiCo™), Pepsi Lipton International Limiled
("Pepsl Lipton"), and a licensed snacks appointee of The Concentrate Manufaciuning Company of
Ireland in the Philppines. IF manufaciures a range of carbonated soft drinks ("CS0%), non-carbanated
beverages ("MCE’) and snacks thal inchedes well-known brands Pepsi-Cola, TUp, Mountain Dew,
Mirinda, Mug, Gatorade, G-Active, TropicanaTwister, Lipton, Siing, Propel, Mikis, Aguafinag, and

Pramier.
Calendar Year ended
31 December 31 Decembar 21 Decamber
Net Sales 2021 2020 2018
Carbanated soft drnks Beagez H25.368 BiB.215
Mon-carbonated
beverages 8,790 T.274 8.970
Snacke 0 3 31
Total | B327E2 R30.645 B3s e
_Segment resufi® | = s — = =
Carbonated soft drinks B4 418 H3 8659 #5073
Man-carhonated
baverages 1,881 t 238 1,735
Enacks 3 {76}
Tatal =G 290 RS 208 BE 737
“Sagmaeni msull i fha differenes bebsean nal sales and segment sapansas. Segment axpenses are Rllocaled Dased on The

percariage of @ach reporishle segmant's netl sales ower the lotad ned salas,

b. Forsign saies

There was no forelgn sales for the calendar year ended 31 Decarmber 2021 ang 2020 and It reprassant
less than 0L.05% of total net sales for the calendar years ended 31 December 2018

& Distribution methods of the product

Tha Company's sales volumes depend on the reach of its distribution nebwork. I increasss the reach
of distribution system by adding routes and cr=asing penetration by adding outleds on existing routes
that curmenthy do nod stock its products. It relies on 8 number of channels io reach retail outlsts . including
direct sales, distributors end wholesalers

The backbone of the distinbution system s what is referred (o as "Entreprensurial Distribution System.”
which consists of Independent contractors who sendos ane or moee sabes ‘routes,” usually by truck,
selling directly to retail autlets and collecting empty returnable glass betties ('RGBs”).

The Company also employs its own sakes force, which principaly sells o what is referred o as the
“modern frade” channel, consisting largely of supermarkets, restaurants and convenience stare chains.
Mozt of these sales aré cradit sales. |n addifion, it sells products to third party wholesalers and
disiribudors, which sell them {o redall cutlets,

An mportiant aspact of the disirbution aystemn is the infrastructure-inteneive process of selling and
defvering RGE products to thousands of small refaliers, including sari-san stores and carinderias. The

F



efforts to incrasss tha reach of the Company's disinbution netaork reguire significant investmeants in
distribution infrastreciure such s additional trucks, refrigeration equipment, warehouse space and &
largar “float® of glass boiiles and plastic shells, as well 23 higher coste for addiional salss and
distribution steff

Publicly-annaunced new product
There is no publicly announced new product in 2021
Compatition

The Campany compatas in the réady-te-drink, nen-alcchalic beverage maket across the Philippinas,
The markeat is highly competitive and competition varies by product category. The Company believes
that the major competitive factors include adverising and marketing programs that create brand
awarensss, packiprice promations, new product development, distribution and avalabilily, packaging
and customer goodwill. The Company faces competiion generally from bath local and multi-national
companes 3cross the Company's nalionwide operations.

Major compebifors in the CSD markel are The Coca-Cola Company and Asiawide Refreshments
Corparation. The substantial imesiment im multiple plants, distribution infrastructune and systems and
the fioat of RGE: and plastic shells required to operate a naticnwide beverage businass using RGEBs
are major factors which infiuence the level of competition in the S50 market.

The madset for NGB (including enargy drinks) is more fragmented.  Major competitors in this market
ara Dal Monte Pacific Limaded, Universal Robing Corporation, Zesto Corporation, The Coca-Cota
Company, and Asia Brewery Incorporsted, among others. In recenl years, the markel has baen
refativaly fluid, with frequent product launches and shéfting congumer preferences, These trends ara
axpected to continue,

Industry-wide competitton intensified with marketing campaigns, and trade and consumer promotions.
The Company beleves thal it can effectively compete by maxmizing fs 350-degree marketing
presence, maintaining ts competdive price structures and expanding the range and reach of the
Compamny's portfolio.  For the vears to come, the Company will conlinue to expand its beverage
oiferings ieveraging s wide manufacturing platform and exiensive distribution reach fo mee! consumear
demands.

Moreover, the Company invested aggressively, positioning the businesa for long-term growth while
ensuring financial flexibilty to battle current challenges. The Company expanded and wupgraded
manufacturing facilities in differant plants to provide multiple product capabilities, maximize cost
savings, improve produect quality and increese aperating efficiencies,

Sources and availabily of raw matanials

Dwer half of iodal costs comprise purchases of raw malerals. Largest purchases are sugar and
beverage concentrates. The Company purchases sugar requeraments domeastically. It purchases
beverage concentrates mainly from Concentrates Manufaclunng (Singapore) Plta Lid, mix tea kit
concentrates from Pepsi Liplon International and seasoning from Pepsi Cola Infemational Cork
(irefand)

Anather substantial cost i5 packaging. The magor componenis of this expenae are purchases of
palyathylens terephthalate "PET™) resins, and pre-forms, which are converted into PET baottles at the
plants, non-rausabile glass bottles, aleminum cans and PET closures. |t slso makes regular purchases
of RGBs to maintain float at appropriate levels. Purchases of each of these materials are from suppliers

based in the Philippines and in other parts of Asia, usually under sherd term, negatiated andior
confractéd prces.



g, Cusiocmers

The Company has a broad customer base nalicrwide, Majority of the susiomers include supermarkets,
COonMvenience stores, groceries bars, san-san stores and carinderias

Transactions with andior Dependence on Related Parties
Please refer to Hem 13 of this report.
Patanis, frademarks, copyrights, licenses, franchises, concessions, and royalty sgreements

The Company does not own any intellectuad property that i matenal to the busimess. Under the various
agreements, the Company is suthorized to use brands and the associated trademarks ownad by
PepsiCa, Unilever N (in the case of the Lipton brand and irademarks) and Lotke Corporation.
Trademark licenses are regigierad with the Philipping Intellectual Propery Office. Certificates of
Registration filed affer January 1998 are effective for a period of 10 years from the regisiration date
unless sconer cancelled, while those filed before January 1988 are effective for 20 years from the

registration date, The table below summarnzes most of the currant Certificates of Registration.

Filing Crate Expiratian
Pepsi Max 16 December 2013 18 December 2023
1996 Papsi 26 August 1887 2B September 2023
Pepsi & March 2014 10 July 2024
“Mirinda 22 May 2013 08 January 2024
Mountain Dew 03 April 2009 (2 Octaber 2029
_Mountain Dew 05 Juna 2000 30 October 2034
TUp 26 February 2007 05 Novermber 2027
Gatorada 27 Novembar 15992 28 June 2025
Propel 3 August 2002 17 January 2025
Trepicana Twister 28 August 2017 07 December 2027
Tropicana 11 Oectobear 2002 08 June 2026
Sting Energy Drink 24 July 2013 18 December 2023
Sting 16 May 2074 17 March 2026
Liptan 27 March 2014 07 Mavembear 2024
_Tropicana Coca Quench 12 January 2012 19 July 2022
Mitkcis** 21 September 2010 05 January 2031
Prember” 12 January 2018 07 July 2026
Cheetos 04 February 2002 | 25 June 2026
Lay's 08 Jung 213 | 28 August 2023

* Tracamark teved by e Campany
** Tradermnark owined by Lotie Comporalian

The Campany produces ils products under licenses from PepsiCe, Pepsi Lipton and Lotte Corporation
and depends upon them 1o provide concenirates and access to mew products. Thus, if the agreaments
are suspended, termnated or nod renewed for any reason, § would hava & matarial adverse affect on
ihe business and financal resuis.

Refer to Motes 23 and 24 fo the 31 December 2021 Audited Financial Statements for details of
frangactions with PepeiCo, Pepsi Lipton and Lotte Carparation,
Government approvals of principal products

Ag a producer of beverages for human congumpiion, the Company s subject 1o he regulation by the
Food and Drugs Administration (FDA") of the Philippines. which = the policy formulation and

G



mogniaring amm of the Deparmeant of Haalth of the Phiippines on matiers pertaining to food and the
formutatian of rules, regulations, standards and minimum guidefines on the safety and guality of food
and food products as well as 1he branding and [abaling reguirements for these producis.

It is the Company's policy to register all locally-produced products andfor imporied products for local
market distribution, Each of the plants has a valid and current License 1o Operate as a Food
Manufaciurer of Non-Aleohols Beverages from FDA, These kcenses are renawed as per FDA's validity
pariod In accordance with applicable regulations, Any findings and gaps found durng the regulatony
audit and mspection are theroughly discussed with FOA inspectors and compliance cammiiments are
re-issuad. Thera ara no pending findings or gaps (hat ase matarial or that may matarially affact tha
aperation of each pland or all the plants as 8 whola

The Company is registered as a Food Manufacturer’Processor and m cerain plants has a Food
DistribuionExpoderimporeriWholesater license

Effect of existing or probable governmental regulations on the business

The Company's production facilities are subject o envircnmenial regulation under a variety of natanal
and hacal laws and regulations, which, in particular, control the emissions of ar pollutanis, watar, noise
salid and hazardous wastes. [E s regulaled by two magar government agencies, namaly, the
Capartmant of Emvironment and Matural Rescurces (OENR) and the Laguna Lake Devaloprant
Authority (LLDA). Local Govemment Units [LGU} also ensure the compliance to RA 8003 or the
acalogical solid wasta Managamenl Acl and s achivaly laking part on réducing ourf wasta and
considering sustanability program on circular econamy and soon on waste neutrality,

The Company is compliand with all local envilonmental laws and regulalions. Al plants are equipped
with wastewater treaimeni plants end in some areae require air pollution controd facilities.

While the foregoing agencies aciively monfior the Company's compliance with emvirormental
regulations s well as investigate complaints browght by the public, @ is reguired to police its own
complance and prevent any incident that could expose the Company to fines, civil ar even criminal
sanctions, considerable capital and other cosls and expense for refurbishing or Opgrading
erwiranmental compliance system and resources, third pary Ehility sech as cean-ups, njury B
communities and individuals, inchuding, loss of Ife.

Resaarczh and devalopmant

The research and development costs amounted to B nil, B nil and 81,170,000 far the calendar years
ended 31 Decambear 2021, 2020, and 2018 respectively.

. Costs and effects of compliance with envircnmenial laws

Compliance with all applicable 2nvirenmenial lzws and regulations, such as the Emvironmenial Impact
Satemend Sysiem, the Pollutlon Control Law, the Laguna Lake Development Autharity Act of 1866, the
Clean Air Act, Clean Water Act, Tosle and Hazasdous and Muclear Waste Adt and the Ecological Solid
Waste Management Acl has nol had, and in the Company's opanicn, s nol expecied to have a material
eflect on the capital expenditures, earmings or compalitve position.  Annually, it invests aboul P30
milian N wastewater treatment and ar pollution abatement, respectively, in its facilities.

Employass

Ag of 31 December 2021, the Company has employed 3,188 regular employvess. All of the regular and
permanent production employess at the botting planie and =alse officee are represented by & wnion.
Currently, the Company is & party to fourteen {14} Collective Bargaining Agreements {CBA), with said



agresmants coveding non-sales forces in some business uniis. Said CBAs coniain economic and non-
econamic praviskans [Le, safary increase and pedormance incentive, laundry allowance, per diem,
bereavemant assislance, union k=ave, calamity loan end sssistance o employess’ cooperafive. amaond
others), which generafly have an effeciivity and binding period of three (3) years, while the
representation aapect thereaf = effectve end binding for five (5] years

The Company believes that its relationghip with both union member and ron-union mambes employess
is haalthy. In fact, the Company has not expenenced any work stoppages due 1o iabor and industrial
disputes since 1059,

Signilicant emphasis is placed on training of personnel o incraase their skill lawals, ansure consistens
application of procedures, and to nstill an appreciation of corporate values To achieve these, |t
cperatas "Pepai University,” 8 full-time training facily consisting of three {3) main Treining Halls, &
Computer Lab, Conference Room and an Audio-Visual Room end &n onling training platfarm via 2oom

Likewize, PCPP| confinues 1o champion its ICARE — Inlegrily, Innovation, Care and Respect,
Empowerment and Excellence values and thrives 1o kesp a highly-engaged and high periommeg waork
force, As such, "Pepsi Liniversity” allotted four (4] classrooms and an online traiming wenue wa Zoam
for this purpose.

Futhermore, || has adopted a compensation policy which is believed to be competitive with industry
standards in the Philppines. Sataries and benefis are reviewed pariodically and mproved o retain
curren! employees and altract new employees. [n relation therewith, employeess’ performance is
revienwed annually, and employaes ara rewarded based on the attainmant of pre-defined obiectives
samilarly, Perfocrmance Review fcllows an annually cycle, and employees are rewarded based on
achiavement of pre-defined and agreed objectivas,

Finally, tha Compary has a funded, non-contribuicry and defined relirement bensfit plan cowvering
substantially all of its regular and full time employees, The Company has a Refirament Committee that
sefs the policies for seid plan. and has appointed two Philippine banks as trustees to manage asdd
refirernent fund in accordance with the plan. Annual cost is defermined using tha projected wnit credit
mathod

Maior Risks

Sales and profitability are affecied by the overall performance of the Philippine ecanomy, the natural
seazonalily of sales, the competitive environmant of the baverage market in the Philippines, as wall as
changes in gost struciures, among other factors.

Sales volume are also affacted by the westhear, generally being higher in the hot, dry months from
darch through June and lower durimg the wetter monscan menths of July through Dctaber, In addition,
tha Philippines is exposed to risk of typhoons during the monscon pericd. Typhoons usually resalt in
substantially reduced sales in the affected area, and have, in the pasi, interrupted production at the
plenis in affected areas. While these factors lead fo 8 natural seasonality in gales, ungeasonable
weather could also significantly affect sales and profilability compared 1o previous comparable pericds,
Sales during the Chiisimas/MNew Year holiday period in ate Decamber tand 1o be higher a5 wall

The CS0 and NCB markets are highly competitive, The actions of competitors as well as the
Company's cwn continuous effarts on pricing, marketing, promaotions and new product development
affect sales. Some of the smaller competilors have lower cos! bases than the Sompany and price Lheir
products lowar than the Company's prices. Thus, in addition to the cost of praducing and distributing
aur beverages, salas prices are greatly affected by the availabildy and pnce of compating brands in the
markat

All of the Company's sales are denominated in Philippine pesos. However, some of the significant
©oBts, such 8s purchases of packaging matenals, are dencmnated in United Siates dollars, Some of



e oiher costs, which are incurred in Philippane pesos, can also be sfected by fluctuations in the
exchange rate babween the Philipping peso and Unéed Siaies dollars, Eure and Malaysian Ringgit. In
respect of monstary assels and liabilities heid in currencies cther than tha Philippine peso, the
Company ansures thal is exposure is kept 1o an acceptable level, by buying foreign currencies at spot
rales whara necessany (o address shon-temm imbalances, The Company considered the exposure o
foresgn currency risk to be insignificant.

The business requires a significant suppdy of raw materals, water and enargy, The o8l and supply of
these materials could be adversely affectad by changes n the world markel prices or sources of sugar,
crude ofl, aluminum, tm, PET resing, other raw materials, transportation, water, and energy, and
gavernment regulation, among cihers, Although direct purchases of fuel are relatively small as a
propartion of total costs, theé Company is exposed o fluctustions in the price of odl through the
dependence on freight and delivery senvices. Changss in materials prices generally affect the
compatitors &g wadll

Margirie differ babwean beverage produsts and package bypes and sizes. Exchading packaging,
production coste are similar across the range of carborated beverages, but vary with non-carbonated
beverages Packaging costs vary, with RGBs baing less expensive than PET, aluminum cans or nan-
reternable glass The incrameantal cost of producing larger-sized serdes in the same package type &
proparticnately lowear than the increased volume. creating cpportunities to achieve higher margins
wihere customers perceive valus in femms of volumes.

As a reaull of the factors discussed sbowve, the margins the Company eams on the producls can be
sybstantially different, and the margine can changs in both absciute and relative terms freem period to
period.  While the Company sftempis fo adjust its product and package mix to imorove profitabisty,
changes in conaumer demand and the competitive landscape can have a significant impact on mix and
therefore profdability

The Company i5 also subject to credit sk, liqudity risk and varicus market risks, including risks fram
changes in commodity prices, interest rates and currency exchange rates (refer 1o Note 27 of the 31
Decemnbar 2021 Audited Financial Statemends far discussion on Financial Risk Managament),

The Company was not aware of any event that resulted in a direcl or contingent financial abiigation as
af 31 December 2021 thal was matarial to the Compasy, including any defaull or scceleraton al an
chlbgation, Tao the Company's knowladge, there are no material off-balante shedl iransactions,
arrangement, obligations (including confingent obfigations) and other relationship af the Gomgany with
unconsoldated entties or other peraons created dwring the reporting period.

ITEM 2. PROPERTIES

As a foreign-owned company, the Company g not permitted to own land i the Philippines and has no
intention i acquire real estabe properly. Hence, if Eases the land on which the bedtling plants, warehouses
and sales offices are bcated.

The Company leases certain parcels of fand where 25 bottiing plants and warehouses are located from
third parties and MADECO Realty Corporation (MRC) for a period of one 1o 25 vears and are rengwabls for
another one to 25 yesrs (refer to Moke 23 to the 31 December 2021 Audited Financial Staterments for further
information an the leases). Lease paymenis peraining to these leasead properdies amounted 1o
R245 B milkonR188. 2 million, and B173.9 million for tha years ended 31 December 2021, 2020, and 2013,
respectively,

The Company owns all its bestling facilities bcated i Muntinlupe City, Sio. Tomas, Rosano, Pampanga,
Maga, Cebu, llcilo, Bacoled, Tanauan, Davan, Cagayan de Oro and Zamboanga and snacks facilities in
Cabuyao (which Was discontinued its operation in Septemiper 2019, which ara all in good condition.  Oibhear
than the buildings and leasehold improvements. machinery and other equipment, and furnigure and fedures



disclosad in Mate 9 o the 31 Dacemnbar 2021 Audided Financisl Statemants, end the imvestmants in shares
of siocks disclosed in Mote 7 to the 31 December 2021 Audited Financial Statemeants, the Company does
not hold any ofiar significant properties,

ITEM 3. LEGAL PROCEEDINGS

From time 1o lme, the Company becomes a pary Lo lligation in the ordmary course of ils business. The
migjerity of the cases in which the Company & a party ane cases |1 files 1o recover debts in relation to unpaid
receivables by irade pariners or in relation to cash or route shortages, private ciminal prosecutions that it
orings [generally foe ow vaipe offenses sech as theft of product or  digiibution equipment, fraud and
bouncing checks), |lebor casas for alleged illegal dismissad (which are usually accompanied by demands far
reinstaternant in the Company without loss of aeniarity rights and payment of back wages), and consumer
cases brought against the Company invohing allegations of defective prodecis,

Civil cases were filed against the Company in which thouzands of individuals claimed to hold numbered
bottle crowns that entitled them io 8 cash prize under a promodional campaign of the Company in 1992
The Philippineg Supreme Courl has consistently held in at least 7 final and axecuiory decisions thatl the
Company is nol liable to pay the amounis claimed. In the most recent of these decisions, the Suprema
Court dismissed a simikar caim, refterating that it is bound by ifs pronauncement in a numbar of cases
involving this promabion. By wilue of the precedential effect of the decided cases, the Company expacts
the remaining cases 1o be dismissed in due course.

Tha Company and 1% lessors hava a pending case which sought io enjoin the Mational Waier Resources
Board {"WWRB"} from clozing and sealing the Company’s wells in Muntinlupa on the ground of alleged non-
comphance with the reguiremants under Prasideniisf Decree Mo, 1067, atherwise known =5 the Water
Code, and s implamenting fules and for the cour to daclare the nghts of the Campany under the Water
Code. The case has been duly reschved by the Supreme Court, To dafe, cerain officers of the Campany
are respandents o case filed by NWRE on allieged wiolation of the Water Code, The case remains ta be
resolved and is pending reaciution by the Depariment of Justice,

The Company has pending civil cases with the Regional Tral Court an the cancellation of assassments
and refund of local business taxes in the City of Munstinlupa

Far a discussion of the Caompany's pending tax malier, please refer {o Nate 28{h) to the Audited Financial
Statements for the year ended 31 Decermber 2021,

The Company has not been involved in any bankruptey, raceivership or other similar proceedings.

ITEM 4, SUBMISSION OF MATTERS TD A VOTE OF SECURITY HOLDERS

The maetters voted upon &t the Annual Stockholders’ Mesting held on 29 June 2021 included the ebectian
aof Directors. The following were elected as members of the Board of Directars far the ensuing year (2021-
2022):

Frederick D. Ong

Yongsang Yau

Yun Gie Park

Hye Jin Sang

Jay Buckbay

Parinva Kitjatanapan

Yuan Wang

Rafaal M, Alunan |1l {Indepandent Drector)
Ciecar 5. Reyes (Independent Directar)

o)



The Company has complied wih the guidelines on the nomination and election of Independent Directors
set forih in Rule 38 of the Amendad implementing Rules end Regulations of the Sacurdies Regulation Code.

PART Il - OPERATIOMAL AND FINANCIAL INFORMATION

ITEM 5. MARKET FOR ISSUER'S COMMON EQUITY AND RELATED STOCHKHOLDER MATTERS

Market Information

The Company's commaon shares were first listed with the Philippine Stock Exchange ("PSE") on M
February 2008, The hagh and low salas prices of such sharas for 2020, 2048, 2018, 2017, 2046, 2015,
2014, 2013, 20102, and 2011 ame sl ol balow,

Period High Low
January to March 2011 B2 58 B2.06
April to June 2011 B2 55 B2
July 1o Sap-iemhar 2011 B2 22 H1.08
Cctobeer to Decamber 2011 =2 50 B2 10
January to March 2012 BE3.00 A2.08
Al o June 2012 B2 B9 B2.50
July 1o Seplember 2012 R4 11 [ PR
Ciciobar to Decamber 2012 B6 61 B4 00
January to March 2013 BE.6B B5.05
April ta June 2013 B 42 R5.0O7
July to Seplember 2013 2617 R 60
Ociobar bo Decambsr 2013 B5.02 Bd 00
January to March 2014 R5.37 P24
| April to June 2014 B5 25 B4 50
Jully 1o September 2014 B5.18 R4 55
October fo December 2014 R4 88 BiBT
| January to March 2015 474 P35
| April to June 2015 B4 81 B 02
| July bo September 2015 B5.00 pise
(}l:'rd:rartu Cecembar 2[]15 R4 52 RA B0
January to March 2018 403 R2 83
| April to June 2016 =388 B2
July to Septermber 2016 R3ED BR300
Octaber to December 2016 H34T B2
January to March 2017 R385 B3 15
Apnil to Jure 2017 P40 | P30S
July to September 2017 B3 B2 85
October to December 2017 P304 Rz 12
_January to March 2018 B30 _ R3iE
April to June 2018 B2 =218
July to Sept 2018 R2.40 R1g5
| Octaber o Decembar 2018 B85 H1.28
| January lo March 2019 B1.60 £1.31
| April o Juna 2018 B1 B2 21,13
July te September 2019 R2.22 P1.60
October to December 2019 B1.93 a1z
January to March 2020 B1.83 =120
April o June 2020 B1.52 H1.85
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The closing share price 3 of 17 June 2020 & B1.70. The frading of the Campany's shares was suspended
an 18 June 2020 fallewing the drop of s public ownarship leval to 2.1%, or below tha 10% mingnum public
crwnership required under the PSE Rule on Minsmum Public Ownership, after conclusion of the tender offer

conducted by Lotte Chilsung Beverage Co, Ltd, ("Lefte Chilsung”) to acquire shares of the Sampany from
the stockhokders.

On 18 December 2020, the delisting of the Company's shares from the official regisiry of the PSE was
made effective following PSE's approval of the Compary' & petition for voluntary delisting, and after securing
stockholder approval of the voluntary delisting by written assent in October 2020. The Company petitioned
to voluntanly delist |ts shares from the PSE upon assessmant that it would not ba able to comply with the
minimum public ownership requirement of the PSE by 18 Dacember 2020

Steckholders

The Company has approximataly 312 halders of common shares as of 23 February 2022 with the PCD
Mominee Corporation (Filipinoy and {Mon-Filiping) considersd as two (2 holders, based on 1he numbar of
sccounts registered with the Company's stock transfer agent, Stock and Transfer Serdce, Inc. (the “Stock
Transfer Agent™).

The following are the fop 20 holders of commoen shares Based on the repor furnished by the Stock Transfer
Agent as of 28 February 2022

N, Mama Humber of Shares Held "ET’,:"H?"TP“ -

i | LOTTE CHILSUNG BEVERAGE CO. LTD, 2 572 500,502 BB ESh |

2 | QUAKER GLOBAL INVESTMENTS B V. G773 443071 75.00% |

3 [ PCD NCMINEE CORP. (NON-FILIPING} 158,851,170 04 307 |

4 | BONHOEFFER FUND LP 12,922,300 06 33% |

5 | PCD NOMINEE CORP. [FILIPINCY) 7,88 725 Gl 200 |

8 | BRI SECURITIES CORPORATION-FILIPING 7424583 00.07% |

7 | MARIO TAN OR LYDIA TAN OR MORRIS TAN 1,300,600 | 000 |

8 | ABACUS SECURITIES CORPORATION §78.200 00.03% |
B | ALZAWA SECURITIES CO LTD B2 000 i) [ra%g
10 | MAYBAMNK ATR KiM ENG SECURITIES [8aC, SO7 000 O 01%
+1 | MANDARIN SECURITIES CORPURATION FAQ 457 900 00.01%

DONATA P. YU

12 | JOSEPH MARTIN H. EORROMED 450 000 00.01%
13 | WAT WAl HOONG JOSEPH AND PHO LINL LIN 368,000 T 0001%
14 | AB CAPITAL SECURITIES, INC. 381,000 DO 01%
15 | MICHAEL T WEE 320,700 00.01%
16 | OSCAR & REYES 20000 00.01%:
17 | LUCIO W, YAN 00 000 B0 01%
18 | MAYBANK ATR KIM ENG SECURITIES. INC 785000 0007%
19 | RENE B, BLANCAVER 255000 00 .01%
20 | WINEFREDA O MADARANG 250000 00.01%

Cazh Dividends

For the |ast three calendar years, the Board of Direciors approved the following declarations of cash
dividends: Bail million in the calender year ended 31 December 2021, RBnil milton in the calendar year
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ended 31 December 2020, and R162.5 milion in the calendar year ended 31 Decembar 3019 Detads of
the declarations are e5 follows:

FPayable to

Evidend Per Stockholders of
Diate of Dedaration Share Record as of Date of Payment
20 Jurme 2019 0.044 18 Judy 201% 08 August 2019

Dividend Policy

The Company hae a dividend poboy o declare dividends to stockholders of record, which are paild out of
its unrestricted refained earnings. Any future dividends £ pays will be at the discretion of the Board of
Direciors after taking inie account the eamings, cash flows, financial position, loan covenants, capital and
operating progress, and other factors as the Board of Directors may conzider relevant,  Subject to the
foregoing, the policy B to pay up 1o $0% of the proft as dividends. This policy may be subdect 1o raviskans
in the future:

The declaration and payment of cash dividends are subject to approval by the Board of Directors without
need Tor stockholders” approval. On the other hand, the declaration and paymeant of stock dividends requira
the approval of the stockholders representing no less than lwo-thirds (2/3) of the Company’s outstanding
capital stock

Racent Sales of Unregistersd or Exempt Securities including Recent lssuance of Securities
Constituting an Exempt Transaction

There hes been no racent eale of unregistared ar exempt sacurnities including recent Bsuance of securities
comslifuting an exempt transacton,

FART lil = FINANCIAL INFORMATION
ITEM 6. MANAGEMENT"S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION
RESULTS OF OPERATIONS
31 December 2021 versus 31 Decemnber 2020

Continued retaxation of Cowvid-1% restrctions in Q4, couplad with additiona! Sales suppaort, grew Met Sales
Reavanue tc PE.E billion representing double-digis growsh of 14% Duning the same pericd, the Company
benefited aleo from prior period pricing actions and sustained effors to promote higher margin products
with gross profit accelerating further ahead by 24% o settle a1 P1.5 billlon, Hand in hand with above. the
Company focused on reining in Operating Expenses boosting Operating Profit in Q4 to P180 MM or nearly
a2-fold increase versus same period [ast vear. The performance of the Company in the last quarter brings
full year Met income 1o F217 milllon, a turnaround fram last year's nat loss.

A1 Decermbor 2020 vorsus 31 Dedcember 2075

The Covd pandamic confinues to impact the results in Q4 2020, Afer improving 1o 8 single digit decline
Met Sales im O3 with the sasing of guarantine restrictians, the pandemic coupled with back-to-back
typhoons in Q4 resultted in Net Sales decling of 13%, Despite these challenges, the Company posied P23
millicn of Operating Income for the quarter a5 | focused on driving moce favorable mix and controlled
snanding



On a yeardo-date bssis, Nat Sales stand at P308 billion, &8 13% decliree from las! year with total
cemprahensive loss amounting io PE2E mallion driven mainly by valume challenges from goverrment-
imposed lockdowns in response to the Covid-18 pandemic partally helped by the sustainad drive 1o readuce
cperating expenses thru controlled trade and promation spanding and other discrationany adrminsirative

BXDEMNSES,
21 December 2079 versuz 37 Depambear 20718

Bewerages category brought i Met Sales amaunting to PB.B billion in the 4th Quarer of 20189 "G4,
approximating last year's pedormance with pricing initiative helping o cushion impact of aggressive market
competilion. Lasl quanes brngs Full-Year 2019 Net Sales 1o F35.2 billion, a 5% growth versus last vear,
o the strength of favorable pricing, mix and H1 volume recovery

Q4 Gross Profit amounted to B1.5 billion a dip from last year as a resull of volume chalienges from
compedition this year, as well as, one-off favorable adjustment in COGS last year, Full-vear, Gross Profit
gréw 19% to settle at B5.8 bilion while improving Gress Margin by 228 bps to 15.4% driven by favorable
pricing and product misx

Confinued focus on cost management resulied in operating expenses in 04 1o decline from last vear halping
net B30 mitkon in Operating Profit during the perod from a loss [ast year. Full-Year, Operating Profit stands
at P11 bilkon, a turmaround fram operating loss posted during the same period fast year.

Full-Year Beverage Mei [ncome at BS0E million from loss of RS millian last year,

In its meeting in Septermber 2019, the Company's Board of Directors approved the closure of its Snacks
manufacturing fine o focus on its core business.  Full-Year, Insses from the discontinued oparations (net
of tax) s at B211 million white Assets Held for Sale carved out in the Balance Sheet is at R430 million,

FINANCIAL CONDITION AND LIQLIDATY

The Company’s operations are cash intensive. This capabildy o generate cash is one of s grestest
strengthe, With its liquidity, the Comparny has substantial financial flexibilty in varying operating policy in
response (o markef demands, in meeting capital expenditures through internally generated funds and in
providing the Company with a strong financial condition that gives it ready access 1o financing alternatives
{refer fo Maote 27 (e the 31 December 2021 Audited Financial Statements for a detaiied discussion on the
Company's révalving credit facilities as of 31 December 2021)

Credi sales over the past three years have remained at the leval of 50% to 60% of 1otal sales, Thi creds
sales level refiects a shift from a direct distribution mode to a more efficent model of fosterng partnership
with digtributors and mulli-route Entrepreneurial Digtribution Systern confracions as wall as intrezsa in
Modern Trade business. Liguidity has remained heafthy. Collection penod were at 45 to 68 days, while,
myventory days were at 4 to 22 days for the past three years. Trade payvable days have remained at
manageable lavals.

Decreass in current assets from PE228 millkon as of 31 December 2020 to R7.531 mifion az of
31 December 2021 were dus 1o decreases in cash and cash equivalent of B202 million, inventories of
RE2E million and assels held for sals of B 126 million, and increases in receivable — nel of R168, due from
refated parties of B 1 millien and prepaid expensss and other current assets of BED million

Incréase i noncurrent assets from B17,071 milion as of 31 Decamber 2020 to B17 508 million as of 31
December 2021 due to increasas n bottles and cases of RE47 million, right of use assets of B18E million,

deferred tax assets of B52 million, and investment in associates of BE million, and decreases in property,
plant and squipment of R491 milion and other nonclament assets of B15 millien
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Decregss in current Gabiliies ffam B9 729 milhan &5 of 31 December 2020 1o RS .568 milkon as aof 31
December 2021 due o decraases in accounis payable & accrued expensas of BE19 milllon and shar-termm
debt of B350 milkon, and increases in long-term debt curant portion of RE08 milkan

Decraase in noncurrent labiites from B7 057 million as of 31 December 2020 to BE, 761 milion as of 31
Decembar 2021 due io decreaseas in kng-term debt of BY38 milllon, and increases in ather noncurrent
liabilities of R0 million and deferred tax liabilites of B33 million.

Total asseis decreased from B25,20% million as of 31 December 2020 to 825,036 million as of 31 December
2021 mainly due to general decreases in assets as discussed above. Total lisbilities decreased from
R16,TBE million ag of 31 December 2020 1o B15,273 million as of 31 December 2021 mainly due 1o general
decreagses in payables as sialed sbove

Total equity increased from 28,514 million to 85, 708 million on account of total comprehensive income of
2134 milion in 2021,
KEY PERFORMAMNCE INDICATORS

The faollowing are the Company's key performance indicators. Analyses are emplayed by comparisons and
measuraments based on the fimancial data of the current period against the same perod of pravious year

i 2021 | 2020
Current rafic Curment assels over current 0.8:1 G
| tabitties
Salvency ratio Profit plus depreciation and 021 011
amaortization over total liahilities o
Bank debt-lo-equity ratio | Bank debd over total equity 0.8:1 0ol
Agset-to-agquity ratio Todal agsels over aquity a8 .01
| Operating margin Operating profit over net sales 14% | -1.5% |
Met profit margin Met profit over ned sales 0.8% 1.6%
Interest rale coverage ratio | Eamings before interest and 1.7:1 .81
taxes over interast expense

Current ratio decreased slightly due to decreases in assets. The changes in solvency, debt-to-equity and
asset-io-equity ratios were mainly due 1o decreases in ned income and decreases in total assets and tofal
lishiiities. The changes in operating margin, nat profit margin and interest rate coverage ratios were
aliributable 1o the decreases in operating income and net income.

MATERIAL COMMITMENTS FOR CAPITAL EXPENDITURES

The Company has ongoing definite corporate expansion projects approved by the Board of Directors, As
a result of this expaneion program, the Company sperd far property, plant and equipment as well as boliles
and shells amounting fo RB1.871 milion B2 122 million, and B2475 millon for the years ended
21 Decamber 2021, 2020, and 2013, respectively, To this dafe, the Company confinues to invest in majar
capital expenditures in order 1o complete the remaining expansion projects lined up in ling with priar
calendar year spanding,

FACTORS THAT MAY IMPACT COMPANY'S OPERATIONS /| SEASONALITY ASPECTS

Reter o Part 1 lbem (2} (o) of the SEC Fom 17-4 (Annual Report) for & discussion of Major Risks.
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SIGNIFICANT ELEMENTS OF INCOME OR LOSS THAT DID MOT ARISE FROM CONTINUING
OPERATIONS

There wiers Iosses ansing from discontinued operations of the Snack business n September 2018,
ITEM T, FINAMCIAL STATEMENTS

Pleass sea Exhibi 1| hereof for the 31 December 2021 Audited Financial Statermens

ITEM 8. INFORMATION ON INDEPENDENT ACCOUNTANT

The Company has engaged the services of an independant Certified Public Accountant (*CP&™) 1o conduct
an audit and provide abjective assurance on the reasonableness of the financial statements and refevant
disclozures, The independani CPA & solely responsible to tha Board of Diractars.

The agpaintrmant of the indepandant CPA is submitied 10 the Audit Committes, the Board of Directors and
shareholders for approval.  The representatives of the independent CPA are expected o be presant al the
Annual Stockholders’ Meeting and will have the opportunity to make a staement If they desire to do so,
and are expecied (o be available 1o respond 1o appropriate questions. Upoa request, the independent GPA
can also be asked 1o attend meetings of the Audit Commities and the Board, to make presentations. and
reply to inquines on matters relating to the Company's financial statements.

The Company has appointed B G, Manabat & Co. as its independent CPA for the audit of its finangial
statemenls for the calendar year ended 31 December 2020.

Aggregate fees bibed by the Company's extarmal auditor for professional services inrelation to () the audit
of the Company's annual financial statements and servicas in connection with statutory and reguiatory
filygs, and (i) tax accounting, complience, edvice, planning and any ather form of tax services Tor the
calandar yaar ended Decamber 31 are summarized as follows:

2021 2020 2018
Statutory sudd feas R4 8 mallion P48 mllion P, B rrillban
_Tax advice fees 0.4 million 0.4 million 0.4 million
B 5 Zmillian B5.Z million B5.2 mnillimn

The Audit Commities of the Company reviews and approves the awdit plan and scope of waork Tor the above
serices and ensures that the rates are compelitive as compared to the fees charged by other equally
competent axternal auddcrs parforming similar servicesa,

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING
AND FINANCIAL DISCLOSURE

There has been no change I the independant auditing firm ar handling partner or disagreernants with the
independent CPA on matters ralating to the appiicaton and intarpretations of accouniing principles or
practices, tax laws and regulations, financial statement disclosures or audit scope and procedures during
the thres (3} most recent fiscal years.
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PART lll - CONTROL AND COMPENSATION INFORMATION

TEM 10. DIRECTORS AND EXECUTIVE OFFICERS

Term of office

Dvirectors who are elected dunng the annual meeting of the stockholders in general hokd affics for one (1)
yiar until thalr successors are duly alected and qualified as set out in Article I1l, Sectian 1 of the Company's

By-Laws.

Diractors

As of 28 February 2022, the folowing are the names, ages, and clizenship of the incumbant Direciors,
including Independent Directors, of the Company, as well a5 the year they wera Tirs! alochad:

: Year First
Name Age | Citizenship Elactod
Fredarick D. Ong =] Filipine 2020
Yongsang You 53 Korean 2015
Yun Gia Park 2 Korean 2021
Parinya Kitjatanapan | &7 Thai 2020
Hyo Jin Song | 45 Korean 2021
Jay Buciiey | 44 Ausiralian 2018
Yuan Wang |4 Amencan 2021
Rafael M. Adunan || (Independent Directon) 73 Filipino 2007
Oscar 5. Reyes (Independent Direcior bkl Filipine 2007

Executive Officers

As of 2B February 2022, the following are the names, ages, positions, and citizenship of the incumbant

execulive officers of the Company, as well as the year they assurmed their respective positions:

Year Position
M | i
ame ] Age Citlzenship Poszition s Adauimad
Fraderick D. Ong 55 Filiping Sl argﬁig‘ff Etoouin 2020
& Chial Financs CHficer and
Vishal Malik EX Indlﬁn Chisf Audil Exaculive 2020
Francis 5. Moral i Filiping Cheef Commearcial Officer 2021
Chiaf Human Rasources and
Ma Vivian A, Chaang 54 Filipino Corporate Affairs and 2018
Communizations Officar
Jin Pyo Ahn® 44 Korean Chief Emg;é:é? Strategy 2021
FoE Officar-in-Charge of Strategic -
= Jin K 41 ;
_u_m WL R Supply Chain and Operations —
Dong Geod Yoon 44 Karaan Business Developmani Haad 2021
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Year Position

Mame Age Citizenship Position was Assumed

Chigf Legal and Government
Affairs Officer, Chigf

Carina Lenore 5. Bayon a2 Fillpznio Compl ficer, 2024
= and Data Protection Officer

Kristine Minotschka L. .

Evangelista 48 . Filiptno Corporate Secretary 2018
&nna Raeza Lacadin 26 Filipina | Assistan] Corparate Sacretary 2021

* The assumplion af the respective roles of Messrs. Ahn and Malik in the Company is subject 1o the
igsuance of the relevant permits.

Background Information and Business Experiance
Diractors:

FREDERICK D. ONG

Mr. Ong ie an Executive Director and the incumbent President and Chief Executive Officer of the Company
He has more than 25 years of axpanance in the fast-moving consumer goods (FMCG) industry, Mr. Ong
hag assumed senicr roles, such as Commercial, General Manager and Regional (SEA and Asia) Marketing
and Sales keadership roles. He has experience in the following industries: food, beverage, quick servica
restaurant (QSR), personal care, pharmaceufical, consumer electroncs and autamotive. He bas worked
with companies such as Nestle, Coca-Cola, Johnson & Johnson, Reckitt Benckiser, and Samsung. Prior to
|oining the Company. Mr, Ong worked with the Yokohama Group of companies whera he held various
execulive and Hoard positions from 2015 to 2019, Mr. Ong holds a bachelor's degres in Economics from
the Adanes da Manila University.

YOMGSANG YOU

Mr. You is currently the Vice Presiden! of Global Business Division of Lofte Chilsung. He was the
Company's Chief Executive Officer fram 2015 unil his resignation from this post on February 2020, and
the Company’s Managing Director from February 2020 until his resigration from this post on June
2020, Previously, Mr. You held & number of positions in Lotte Chilsung, which included being the General
Manager and Head of the Overseas Business Division, General Manager of Sales Headguarters and
Business Managemeanlt, and Head of Shralegic Planning Deparimant and Purchasing Department. Mr. You
holds & Bachelor of Arls degres in Businass Administration from Seongsil Liniversiy

YuN GiE Park

Mr. Park is currently the Chiel Executive Director of Lotte Chilaung Beverage. Mr. Park has held various
execulive and management positions as the company's marketing, planning and global business division.
Prior to his current role, Mr. Park was the Senior Vice President of Planning and Vice President of Marketing
Divigion from 2014 to 2016, Mr. Park holds a bacheler's degres in Busness Adminstration from Hankuk
Uinnsarsity of Forasgn Studies in Korsa.

Hyo.Jis SONG

Ms. Song is currenty the Chief Financial Officer and \Vice-President of Latte Chilsung Beverage She joined
Lodte Chilsung in 2014 as Senior Director of Financs Team and promoded as Vice-President in 2020, Prior
to Lotte Chilsung, she was with Ernst and Young Korea and Seonjin Accounting Corporation in Korea. She
is @ Charteréd Public Accountant in Korea and the US and holds a bachelor's degres in Economics from
Yonsel Universidy in Korea.

Jay BUCKLEY

Mr. Buckley is a non-Executive Director of the Compary. Since January 2020, Mr. Buckley has been the
Senior Vice-President and Chief Legal Counsel for PepsiCe’s APAC SECTOR, comprising all its foods and
beverages businesses across China, Asia Pacific, Austraka, New fealand, and the South Pacilic. He joined
PepsiCo in May 2011 as the General Counsel for PepsiCo’s foods and beverages business in Australia
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and Nenw Zealand, He then moved to Hong Kong in 2018, where he was the General Counsel for Pepailo's
food and beverage busiress acrose Southeast Asia, Pakistan, Australia, and Mew Zealand Prior to
PepsiCo, Mr. Buckley held varous in-house legal roles, and spent tan years working s a legal advisor on
margers and acquisitions for various large legal firms in Australia and the United Kingdom, including
Linklaters. Latham & Walking, and Corrs Chambers Westgerth. He has been a direcior of varnous PepsiCo
compan®s in Australia, Mew Zealand, and acrogs Southeast Asia Mr, Bucklay holds a Bachalor of
Ar=Bachelor of Laws (Honows) and & Gradusie Diploma of Legal Prachics from Mew Sculh VWales,
Australia, and was admilted as a Salicilor of the Supreme Court of Mew South Wales, Austrafia in December
2001,

ParINyYA KITJATANAPAN

Mr. Kiljatanapan is a8 non-Execulive Director of the Company. He has 30 vears of financial and commercial
managemeant experiznce in the FMCG industry across Asia Pacific, Miadle East, and Morth Africa, He
joined PepsiCo, Inc. in 1998 as the Chief Financial Officer for PepsiCo's Thailand Beverage business and
subsaquently became General Manager for the country. In 2010, Mr. Kijstanapan joened PepsiCo China's
team as General Manager, Soulh Cluster, based in Guangzhou. Than m 2012, he relocated to Shanghai
o serve as Greatar China Beverage Franchige Viee-President, He moved back to Thailand in 2014 to
assume Vice-President and General Manager of the Thailend Power of One business. In 2018, Mr.
Kifjslanapan was promotad 1o Senior Vice-President of Sales & Franchise COE for the AMENA (Asia
Middle Easi Morth Africa) sector. In 2020, he became the Chief Commercial (Mficer for the Asia
Pacific sector and the Asia Beverages & GMD Business Unit General Manager

Yuam Wans

We. Wang iz a non-Executive Director of the Company. She is currenily the Chief Financiai Officer and
Viee-Prasident of the #Asia Beveragas & GMD Busmess Und ['BU") of PepsiCe, Inc. and is respansibde for
leading Finance Planning activites for the BU as well a8 oversesing sirategic intiztves and capability
building for Indoching Foods BU, Ms, Wang has ~15 years of financial and commendial management
axparience in the fast-moving consumer goods industry inthe U.S. She joined PepsiCo in 2014 as Senior
Dreclor of Corporate Margers & Acquisitions, advising on high-value treation transactions considerad
erlical 1o PepsiCo's strategic growth plans. Prior fo PepsiCo. she held positions i global finsncial
mstitutions including Macguare Capital, Barclays Capital, and Credit Suisse. Ms. Wang holds a BA from
Harvard College with Heners in Govemnmant and a Masters in International Policy from Standond Unnsersity

RaraEr M. ALunas i

Mr, Alunan is an Indepandant Director, and is the incumbent Vice Chalrman of the Board of Directors, and
Chairman of the Audit Committee of the Company. He has had extensive expengnce in the private and
public sectors. Currently, he sits on the Boards of the Metre Glabal Haldings, Inc., APC Groop, Inc,, Rafasl
Alunan Agri-Development, Inc,, La Herencia Homeowners Asscciation, and the Spirt of EDSA Foundation.
Mir, Alunan is & Fellow of the Development Academy of the Philippines and of the Institute of Corporate
Governance and Imatitute for Solidarty in Asia. He previcusly sat on vanous boargs af the Lopez Group,
Sun Life of Ganada, Inc. and its varous subsidieries, and Coca-Cola Amatil (Austraiia). He chairs the
Phillpping Councd for Foreign Refations and the Harvard Kennedy School of Govemment Alumni
Association of the Philippines. Inc. Mr, Alunan also serves as President of the Philippine Taskwaondo
Foundation. He cccasionally writes commentaries published in BusinessWorld, Inguirer, and the Manila
Times for the Management Asscciation of the Phiippines and Harvard Kennedy Schocl Alumni Association
of the Philippines, Inc. Mr. 8lunan slso servas as the Board Advisor of Kaltimex Rural Energy Corp. He
produced the documentary “Tagaliglas® on the Spacial Action Force of the Phikppine National Police, and
co-authored the book *Silver Linings” and its updated version, He served as Secretary of Tourlsm during
the term of President Corazon . Aguing, and as Secretary of Interior and Local Governmeant during the
term of President Fidel %, Ramos, He holds the rank of Colanel in the Armed Forces of the Philippines,
and iz a graduate of the Philippine Army's Command and General Staff College Operations Course. Mr
Alunan obtainad his double degree in Business Administration and History-Palitical Science from the De
La Salle University, attendad the MBA-Senior Executive Program of the Ateneo de Manila University, and
abtained a Master's degres in Public Administration and an Executive Education Certificate from Harvard
Kennedy School of Government,
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Dscan 5. REves

Mr. Reyes i an independant Direcior and is the incumbent Chairman of the Board of Directors, a8 well 2a
e Charman of the Board commitees for Momination and Gowemance and Compensation and
Remunaration cf the Campany, Amang his other current positions are: Member of the Advisory Council of
tine Bank of the Philipping Islands; member of the Advisooy Board of the PLOT, Inc. and of Basic Energy
Caorparation; independent Director of Cosco Capital Inc., PXP Energy Corporation, PLOT Communications
& Enengy Wentures, Inc, Team Energy Corporation, DM, Wenceslao and Associates, Sun Life Financial
Plans, Inc., Sun Life Prosperfly Funds, Eramen Minerals Inc., Petroift Corporation,  Philippine Dealing
Syslem Holdings Corp., Philipping Dealing & Exchange Corporation, Philippine Depository & Truast
Caorparation, Philippine Sacurnfis: Salilemant Corperation, and Pionear Life Insurance Group, He Dacama
Semnior Execubive Vice President and Cheef Energy Adwiser of the Mania Electnc Company in July 20100
and was sppointed as President and Chisf Executive Officer and ChairmanDirecior of various Manila
Elzcirc Company Subsidiarias and Affiliates in 2012 wntil his retirement in 21 May 2019, Mr. Oscar Reyes
served the Shell Companies in the Philippines in various cepacities from 15988 when Shell acquired
Philippine Petroleum Corporation where ha was the Executive Vice President and General Manager, He
was appointed in May 1297 as Country Chainman and concurrenily President of Pilipinas Shell Petrolaum
Corparation, and Managing Director of Shell Philippines Exploration BV, and retired from such positions
in 2001, He finished his Bachelor of Ads Major in Economics {Cum Laude) degree al the Atenso de Manila
Liniversity in 1965, He fook post-graduate studies at the Alenec Graduate School of Business, Wateroo
Lutheran University in Onfark, Canada, and the Harvard Business School (Executive Education Program).

Executive Officers:

FREDERICK D), OHG

Mr. Cing s an Executive Directar and the incumbent Prasident and Chief Executive Officar of the Company
He has miore than 25 years of experience in the fast-moving consumer goods (FMCGE) industry. Mr. Cna
has assumed semior roles, such as Commercisl, Genaral Manager and Regional (SEA and Asia) Marketing
and Sales leadership roles. He has expenence in the following industries; food, bevarage, quick sarvice
restaurant (QJ8R), personal care, pharmacewticel, consumer lectronics and aulcmative, He hes worked
with companies such as Nestle, Coca-Caola, Johngon & Johnzon, Reckitt Benchizer, and Samsung. Prar to
jzining the Company, Mr, Ong worked with the Yokohama Group of companiss whers he held various
exgculive and Board positions from 2015 1o 2008, Mr Ong holds a bachelor's degree in Economics fram
the Ateneo de Manila University

ViSHAL MaLix

br. Malik is the Company's Chief Financial Officer under a secaondment agreement from PepsiCo of which
he ramains an employes. He s also the Company's Chief Audd Execuiive. Mr. Madik's assumplion of his
role in the Company is subject to the issuance of relevant pemmits. He is a Chartered Accountant from India
and jainad PepeiCa in 1984 He spent 8 years with PepsiCo Beverages and Foods oparatione in India,
fofowing which he has bean working as & Finance leader in Southeast Asia for past 20 years. In his previous
roles, he served PepsiCo in the capacity of Chief Financial Officer for indoChina, Thadand, Vietnam and
othar gaographies incheding Indonesia, Malaysia and Singapore. He was previously the Chief Financial
Orfficer for PepsiCo Baverages Joint Venture with Suntosy in Thailand

Francis 5. MoraL

Mr. Moral is the Company s Chie! Commantial OMicar, He is a seasoned saniof axaculive with mara than
20 years of work experience in the fasl-moving consumer goods (FMCG) industry. He worked for reputable
companias like Praciar & Gambla Philippines ['P&G") and hedd eeveral leadership roles in the TAQ Group
af Companies. Bafare joining the Company, he was the Gemnaral Manager for JRER Distrbutors Inc. (PEG
Dustribution), Chief Oparating CHicer far TriDharma Marksting Corporation and Ecossantial Foods Corp.
1Kopiko Distribution), and Chief Execulive Officer of Tri Diamonds Corporation.

MA Vivias A, CHEORG

Ms. Cheong is the Company's Chief Human Resources and Corporate Affairs and Communications Officer
Prigr to joining the Company, she was the Haad of Organization Developmant and Change Management
af Meraico. Prior io Meraico, she was the HR Director of Mead Johnson Mutrition for the Philippines and
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Vietnam, and before that, was the HR Head of Bristol-Myers Sguibh Philippines, She holds a Master's
degree in Indusirial Relstions, Major in Human Resources Development from the University of the
Fhilippines and a Bachelor of Arls in Behavioral Science degree from 1he University of Sto. Tomas

Jin Pyvo AHN

Mr. Ahn was recenily appointed as the Company’s Chiel Corporate Stralegy Officer. Prior o his
appointment, Mr. Jin Pyo Ahn served as the Chief Strategy Officer of Lotte Akthar Baverage Co. Lkl from
2078 to 2021; the General Manager for P-Project TF of Lolle Chilsung Beverage Co, Lid. from 2018 Lo
2017, and the Team Leader of the Global Brand Team of Lotte Chilsung Beverage Co, Lid, from 2015 1o
2018, among others. Mr. Ahn akso previowsly served as the Company's Chief Sirategy Officer from 2071010
2015,

SUNG JIn Kim

Mr. Sung Jin Kim ia currently the Company's Officer-in-Charge of Stretegic Supply Chain and Operations
and concurrently halds the position of Supply Planning Head, Prior 2 his appoiniment in the Campany, Mr
Kim served &35 the Manager of the Supply Chain Management of Lotle Chilsung Beverage Co. Lid, where
he has held various positions in the fields of production management and marketing for the past 11 years,

DonG GEoL YooN

Mr. Yoon was recently appointed as the Company's Business Developmant Head. Prior ta this appointment,
b was the Sanior Vice-Prasdent/Chief Strategy Offcer of the Company. Ha has been with the Lotle Group
far 18 years, having worked with Ledte Chilsung from 2004 until present. He has been assigned fo several
roles involeing guality assurance, procurement, ghobal business suppaort, and giokal brand managament for
brands including Pepsi and Danone. He alsc hed a successful stint in LOTTE Aodeli Beverage in
China. Mr. ¥oon holds a bachelar's degree in Food Enginesring from Yaoraes Universty.

CARINA LENORE 5. BAvON

Atty, Bayon is the Company's Chief Legal and Government Affairs, Chiel Compllance Officer, and Data
Protection Officer. She was previously the Vice-President for Corporate Affairs of Nestle Philippines Inc
from 2018 to 2048, Prior to this she was the Directar for Policy Compliance, Promalon and Labeling for
Mestia USA (Wyeth Infant Mutrition] from 2015 to 2018, Regional Compliance Lead of Mestle - Wyath Infant
Mutrition for Asia & Pacific from 2013 o 2014, and Regianal Counsel for Agia for Wyeth Philippines, Inc
from 2000 1o 2013 Ally, Bayon was also a professor of Labor Relations Law at the Lyceum of the
Philippanes from 2009 to 2013, Atly. Bayon holds a Juns Doctor degres from the Ateneo de Manila
Linmersdy School of Law and a Bachelor of Arts dagrae from the Univarsity of the Philippines.

FRIEETINE MINOTSCHKA L. EVANGELISETA

Mz. Evangalisia is the Corporata Secretary of the Company. A partner at Gatmaylan Yap Patacsil Guiemes
& Protacio, also known as C&G Law, she was elected a8 Corporate Secretary of the Compamy in Auguss
2018, 5he stared har legal career in 1205 as an asaocciate at SyCip Satszar Hermandez & Gatmaitan, |n
2008, she joined Heolcim Philippines as Senior Legal Coungel, and served a3 s General Counsel and
Corporete Secretary from 2074 until 2017, She holds & Bachelor of Science degree, major in Legal
Management, and a Juris Doclor degree from the Atenea de Manda University.

ANMA RAEZA A, LACADIN

Mz, Lacadin was slecied at the Assistant Corporate Secretary of the Campany in Seplember 2021. She is
currently an Asscciale at CEG Law, She holds a Bachelor of Science degrea, major in Legal Managemant
from the De La Salle Univarsity, and a Jurie Docior degres from the San Bada University

Resignation of Directors

Mo Direcior has resignad or declined fo stand for re-efsction to the Board of Directors since the date of the
lzsf Annual Stockhelders’ Meeting due 1o any disagreemeant with the Company an any matier relating o the
Company's ocperations, policies or practices
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Significant Employess and Family Refationships

Mo singse paracn is expectad o make an indispansable canfribution 1o the businese since the Company
considers the callective efforts of all its employees as instrumental to the overall success of the Company's
business. The Company is not aware of any family relstonship Babwaen or among e atoramantianed
Directors or Executive Officers up to the fourth chil degres

Except for the payment of annual direciors’ fee and per diemn allowances, the Company has nof had any
Irangactaon during the st two (23 years in which any Directar or Executive Officer had a direct ar indirect
interest,

Involvemnent in Certain Legal Proceedings

MNaone of the aforementioned Cirectors or Execulnve Dfficars is or has bean Invehed In any criminal or
bankruptoy proceeding, or is or has been subject to any judgment of a competent court barring ar otherwise
limiting his involement in any type of business, or has been found to have violated any securibias laws
during the past five {5) years and up 1o the latest date, except as disclosed in flem 3 on Legal Proceedings

ITEM 11. EXECUTIVE COMPENSATION
Compensation of Directors and Executive Officers
The aggregata compensabon paid of acorugd (i Phillpping Peso) in ha calendar years ended

31 December 2021, 2020 and 2015 and estimated io be paid for the ensuing calendar vear 31 December
20217 to the following Exacutive Oficars is sel oul In the Lablhe Below

Marme o af Ea'nl-a'lﬁ.-' Einm{é_ﬁ_ “I:Irl_r'r_l_!-_n_agl____f -
Apgregate for CEG and | CY 2018 57 568,690 5 740,800 465,355
four {4} most hignly oY 2020 54 216,128 2.791 188 163,971
compansaied balow- | CY 2021 47 475 284 8 408 858 573,628
named executive CY 2022 (Estimata) 50 244 171 5,867,054 BOE, 044
officars |
Al athar diraciors and Cy 2018 57 BEE 253 5,746 511 A,712 338
e £y 7020 16,360,298 1520, 063 36 757 938
mrﬁ:”ﬂ:& Enk CY 2021 44 430,530 3465, 290 10672751 |

C¥ 2022 (Estimata) 43 276 54 2553879 10,715 554 |

The following are the five highest compensaled directore and’or officers of the Company who wera saring
as Execufive Officers g the and of the |ast completed calendar yvear
= Fradernck D, Ong— Presidant and Chisf Exaculiva Officar
» Wishal Malik = Chief Finance Officer and Chiel Audit Exacutive
» Francts 3. Moral = Chief Commencial Officer
# NMa. Viviam A Cheong - Chief Human Resources and Corporaie Affars and Communications Officer
» Carina Lenore S, Bayan — Chief Legal and Governmend Afairs Officer, Chief Complance Oficer,
and Data Protection Officar

There are no special employment contracts between the Company and the above Execuiive Officars.

At the Annual Stockbolders' Meeting hebd on 24 May 2019, the stackholders approved and rafified the
payment of annual fees for the members of the Board of Directors in the amount of PhPS00,000.00 and a
per diem allowance per board or commiliee mesting of PhP200 000,00 for the Chairmean of the Board and
PHP10C,CO0.00 for the other members of the Board, The seven (¥ Direciors representing Lotie
Corporation, Lalte Chilsung Beverage Go. Lid., and Quaker Global Investments BV, have waived the per
diem allowancs as wall 25 the annual directors” fee,

There are no outstanding warrants or options held by the above Execulive Officars and all such officers
and Direciors as a groug,



In 2021, the members of the Board were paid an aggregale amount of PRP3 262 223 for their ettendance
in Board and Cammitbes meatings. Tha following are the amounis (in Philippine Peso} of per diems and

directors' fees received by each directar

Mamse of Direchor i Par Diems Qirectors Feas Tola
1. | Qscar 5 Bayas PhP, 173,333 _ PhiP555 666 PnP1, 728 600
Z | Ratasl M_Alunan PhPET7 778 PhPE4S, 556 PP 533,304
3. | Frederck D.Ong PhF 0 PhF O PHR D
4, | Yengsang Yau PhFE O PhP O PhP O |
5. | Yun Gie Park PhF 0 PhP & | PhP O
B, | Hya lin Song PHED PhP O | PhP O
7, | Jay Buckley PhF 0 PhPD PhF 0
g, | Pannya thahnz_@m PHP O PhP O PhF 0
9. | Yuan Wang PhP 0 PhP O PhP O |
TOTAL PRP2 161 111 PRP1,111,112 P‘I‘I.F'E.EEE,EEE- ]

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Security Ownership of Record and Beneficial Owners of at Least 5% of Qur Securities as of
28 February 2022

Mame of
Banaficial
Mame and Address of Record
Tithe of 4 Chymar and Murmber of
Class E:LT::' and Retatianshig with radstiorishiig Citzenship Shares Held Percantage
with racord
NEr
Lofte Chissung Beverage Co, Lid !
4t g B F] | Lotte Castle Gold,
rm 268 Qlympic-ro, Songpa-gu, ’é?:.trtemaﬁnn'-‘ Karean I'HE'EEQED'ES B2.55%
Seaul, 05551 South Korea P
Relaficnship = Stockholder

! Lofle Chilsung Beverags Co, Uit ["Loe Chilsung™) is & corparaton ouly aigan|zed and exaiing urdar and by vinue of tha laws of
¥.orea witn principal offce al 4ih & Sih FL, Latle Casile Gaold, 260 Okmpic-ro, Songpa-gu. Seoul, 05531 South Korez. Based on tha
SEC Form 189 (Tander Ofer Repart] fied oy Lolle Chisung on 17 December 2200 Lotie Cheaung @ 8 subskdiany ol Lola
Corporalion, whch awre 28.64% al the [olal Bsued and oulsiandng capifal sleck of Lotie Chisung. As asplained in nale 2, 1ha
Derabicial cwmear of Lotle Conporationie disciofad g8 1te Chial Exacidive Ofcer, Yongoak S50ng

£ Lotle Qorporaton (B 8 corporataon duly crganized and existing under and by virtue ol e lres of Korea with poncipal offics af L otis
Wiorld Tenwer, 300 Chenpac-re, Songpa-gu, Seoul, 15551, Saulh Korea Beead on the beneticlal cwnership declaration afiached 1o e
Company's Genaral Iefomation Sheet Sled on D4 Fabmary 2022 Lotte Corporagon’s Chinf Exeoutwe Officer, Yonpdak Somg, is
nmmed as the teratical ocwner, unoker ory | of $ne benefical ownershio declarabon fom (provided weeler SEC Memaranidum
Circutar Ma_ 15, Series of 2020) indinasily haidng 73 50% of the austanding capial stock al Ihe Company. IoUgh anares held inthe
arnie of Lese Chilgung and theough PCD Nemines Coiporalion {Non -5l

3 Lotte Corporaton holds 123074500 shanes, or arcund 3 33% of the oulslandng shaees, through PCD Momines Cerporabion (Mon-
Fiiping). Thase sheres ane incluted in the 1,559,350,433 shades or around 42 22% of the cuistancag shares transfermed by Lolle
Carporafion o Lofie Chilkung as repanad inkhe covee lattar of Lofte Chilkkang's SEC Fom 23-8 (Siiemant of Changes in Benefical
Ownarahip of Securties) fied an &3 Mowembar 2020,
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=1 Mame of
Banaficial
Mame and Addrass of Record
Title of Z . Chwmnear and Mumbesr of
Class il::rwn:: and Relationship with ekt Clizenship Sharas Held Percentage
55U with-secard
i nEr
Cuaker Global Investmeants B W 4
Comma | Zannebaan 35, 3542 EB Lirecht PepsiCo,
nahares | The Netheriands Ine ? Cutch 023,443,071 25.00%
Security Ownership of Management as of 28 February 20232
Amount &
Mature of Percent of
Title of Class Mame and Address of Owner Beneficial Citizenzhip Class
Ownership
DEcar 5. Reyes
Chairman of the Board and
Comman Indapendent Direcior -
sharas Room 2504, 25/F, 139 Corporate 300,001 Filpina 0.01%
Center Walkro 5., Salcedo Village,
Makati City
Fraderick 0. Ong
Diracior, Prasident and CED
Camman o 26' Floaor, Fiirmest Axis Tower " ;
sharas Twi Building. Morthgaie, Cyberzone, L Filping 0.00%
Fitimwast City, Alabang, Muntinlupa
Cify
Yongsang You
Diractar
Camman iclo 26" Floor, Filinvest Sxis Tower "
sharas Two Building, Morthgate, Cyberzone, L Korean 0.00%
| Fifnwest Ciy, Alabang. Muntiniupa
Cily
Yun Ghe Park
Dhrector
Common ofo 287 Floor, Filinvest Axis Tower H
shares Twa Buiiding, Morthgate, Cyberzane, 1 Kopezn Qo0k
Filinvest Ciy, Alabang. Muntiniupa
Cily

£ Duaker Global investmanss BV, FOGI B 8 cofporaiion duly organized ard exigling ueder and by viiue of the laws of tha
Methadands with principal office &t fonnchaan 35, 3842 EE Litrechi, The Methedands,

% pased ¢n lhe bensficil wamenship declaralion allached o (ke Compony's General Information Snedl Bed on 04 Febniary 2022,
PepsiCo, Inc's Chisl Execugwe Officer, Ramon Loguarta, s named as ibe beneficial gemes, under calegary | ol the benehcial
ovmigrahip daclaratian form [prosided under SEC Memorandum Croular Ma, 16, Senes al 2020 avdvectly holding 25% of e
gubsbanding capital glock of e Compary (hroogh Qusker Global Invesiments BV, )




Title of Class

Mame and Address of Owner

Amount &

Mature of

Beneficial

Ownership

Citizenship

Parcent of
Class

Common
shares

Hye Jin Sang

Charactor

cliz 28" Floor. Filinvest Axs Towear
Twio Building, Morthgate, Cyberzans,
Filinwest City, Alabang, Muntinlupa
City

1i

Korean

0.00%

Common
shares

Jay Buckiay

Chrectar

clo Suitas 1703-8, Tower Two

1 Matheson Gireei, Causeway Bay,
HE

1l

Ausiralian

DL.00%

Cemman
shares

Farinya Kitjatanapan

Crirectar

clo 822 Emporium Tower

17IF Sukhumvil Road, Klongton
Klzngtoey, Bangkok, Thailand

11

0.00%

Cosrumon
T

Yuan Wang

Cirectar

7380 W Sand Lake Rd #230.
Oriande, FL 32819 USA

1I

American

200

S oannon
shares

Fafael M. Alunan 1
Viee-Chairman and Indepandant
Directar

Mo 63 9t Street

Mew Manda, Sueron Cily

Filiping

0.00%

T o
shares

Vizhal Malik**

Chief Financial Officer and Chief
Audit Executive

cio 288 Floor, Filimves] Axis Tower
Two Buikling, Morhgate, Cyberzone,
Filinvest City, Alasang, Muntinlupa
City

Iricdian

0.00%

Common

shares

Francis 5. Moral

Chief Commerciat Officer

cio 28" Floor, Filireest Axis Tower
Two Building, Morihgale, Cyberzone,
Filimves: City, Alsbang, Muntiniupa
City

Filipine

0.00%

Commean
sharas

Ma. Vivian A Cheong

Chiaf Human Resourcas and
Corporate Affairs and
Communications Officer

oo 26 Floor, Filineest fxis Tower
Two Building, Northgate, Cyberzone,
Fillnvest City, Alabang, Muntinfupa
Cy

Camman
sharas

Jin Pyo Ahn™

Chief Corporate Strategy Officer

oo 26 Floor, Filinvest Axis Tower
Two Building, Morthgate, Cyberzone,
Filinvest City, Alabang, Muntinlupa
City

Filipina

0.00%

Korean

0L00%
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Title of Class

Mame and Address of Owner

Amount &

Hature of

Beneficial

Dwnership

Citizenship

Percent of
Class

Common
gharas

Sung Jin Kim

Officar-in-Charge of Stralegic Supply
Chain and Operations

£io 267 Flogr, Filimvest Axis Towar
Two Building, Modhgata, Cyberzane,
Filinvest Cay, Alabang, Muntmlups
City

Faorean

0G0 %

COITICe
Ehares

Dong Gacl Yoon

Business Development Head

cig 26™ Floor, Filimas! Axis Tawar
Two Building, Norhgate, Cyberzone,
Filinvest City, Alabang, Muntinlupa

City

Korean

0.00%

Comimon
shares

Carna Lenore 5. Bayon

Chief Legal and Government Alfars
Officer, Chief Complance Officer,
and Data Protection Offcer

G 26" Floos, Filimeest Axis Towar
Two Building, Norhgate, Cyberzona,
Filinvest City, Alabang, Muntinlupa
City

Filipiria

0.00%

Comrmon
shares

Kristine Ninotschka L Evangelista
Corparate Sacradany

cio I0F B8 Corporate Cander
Sedeno carmner Valarm Sireats
Salcedo Vilaga, Makati Ciy

Filipina

0.00%

Comimon
shares

Anna Rasza A, Lacadin
Assistant Corporale Secretary
clo 30/F 85 Corporale Cenler
Sedefo cormar Vasens Streals
Salcedo Village, Makati City

Filiping

0.00%

* Each of the Directors is the registered ownar of al least one qualfying share.,

** The assumption of the respective rodes of Mesars, Malik and Ahn in the Company i subject ta the
izsuance of the relevani permits.

The aggregale sharehokings of Directars and key officers as of 28 February 2022 are 300,008 shares

which is approximately 0.000081% of the Company's culstanding capilal stock.

Changes in Control

The Comgany (5 not aware of any voling trust agreemant or any cther similar ggreement which may result
in & change in control of the Company.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRAMNEACTIONS

Refer to Mote 22 1o the 31 December 2021 Audited Financial Stalerments for defais on related party

ransactions,




PART IV — EXHIBITS AND SCHEDULES

The following are the repons on SEC Form 17-C, 83 emended, which wera filed during the period of 1
danuary 2021 1o 28 February 2022

a. SEC Form 17-C dated 09 February 2021

Al the special meeting of the Board of Directors held on 05 February 2021, the Board of Directors appraved
the following malters: (i} acceptance of the resignation of Mr, Samir Moussa as a maembar of the Campany's
Board of Directors and a member of the Board of Directors” Audit Commilles and appointment of Ms. Yuan
Wang &5 a member of the Company's Board of Direclars and a mamber of 1the Board of Direclors” Audil
Commikiee, efiectiive 28 February 2029; (i) acceptance of the resignation of Mr, Young Duk Kang as the
Company's Senior Vice President and Chief Strategy Officar and accaptance of Me. Dong Geol Yoon as
the Company's Senior Vice Presiden! and Chiefl Sirategy Officer, effective 01 March 2021, or upon the
issuance of relevant permits to Mr. Yoon,

b. 3EC Form 17-C dated 16 February 2021

On 16 February 2021, the Gompany recened by eleclronic maidl & Resalutan dated 19 Febraary 2020
issued by the Laguna Leke Development Suthorily ["LLDA" In relation to LLDA Case Na, WP10-08.538-
MM, ordering the Company to pay a penally for non-compliance with effluent standards, The Company's
wastawater discharge has since passed all parametars of effluant standande.

c. SEC Form 17-C dated 5 March 2021

On 05 March 2021, the Company reseived & Molice of Finality msued by e Regional Director of ihe
Department of Labor and Employment (MIMAROPA Region) of CompSance Order dated 10 Movember
2020 which required submission of prood of compliance with Occupational Safety and Health Standards
within the pericd provided, otherwise making the Company liabbe for a penalty. The Company submitted
copies of Ihe requesied documents, and filed an appeal 1o extend the submission of the cedification for the
training of the first alder because these were no training sessions conducted during the pandamic.

. SEC Form 17-C dated 05 April 2021

At the reqular maeting of the Board of Directors held on 08 Apeil 2021, the Board of Directors approved the
foliowing matters: (i) approval of the Company's Audited Financial Stslemenis for the fizcal year anded 31
December 2020 and autharization for its issuance and fiing with the Bureau of Infernal Revenue and SEC;
i) approval of the Company's Annual Report (SEC Farm 17-A} for the fiscal vear ended 31 December
2020 and authorization for its fling with the SEC. (il acceptance of resignation of Mr. Dominga F. Almazen
as Senice Viee President for Mational Zales and appointment of Mr, Francia S Moral 28 Sanior Vice
President for National Sales; (iv) approval of the postponement of the Annual Stockholders’ Meeting for the
vear 2021 (the "2021 ASM') from the date scheduled under the Company's By-Laws (Lg., the last Friday
of Mayh fo 14 June 2027, (v) approval of the conduct of the 2021 ASM and the participation by stock halders
1o be done via remote communications, and of the woling by the stockhalders (o be dona by remots
communications, in absentia, or by proxy, and delegating ta Managemeant and the Corporate Secretary the
finalizaticn of the requirements and intermal procedures for such conduct of tha 2021 ASM; (vi) approval of
the delagation of authority to Managament and the Carparate Secratary fo finalize the detaits of tha 2021
ASM, including the time, the platform, the agenda, and the record date

B SEC Form 17-C dated 21 May 2021

Al the special meeting of the Board of Directors held on 21 May 2021, the Board of Dreclars approved the
falleedng matlars: {i) approval of thae further pestponarment af the 2021 ASM frem the 14 Jure 2027 date
previously approved 1o 25 June 2021, {ii) approval of the agenda of the 20271 ASM, and fixing the record
date of the stockholders entitled to notice of and to vote at said 2021 ASM an 29 May 20217; and (in) appraval
of the SEC Form 2043 (Information Statement) for the 2021 ASM and its filing with the SEC.,
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I SEC Form 17-C dated 28 June 2021
Matters approved by the Stockhofnlers during the Armual Stockholders’ Meefing heid on 29 June 2021
(a)} Approval of the Minutes of the Annual Stockkalders’ Maeting on 20 August 2020

ib) Approval of the Audded Financial Statemeants for the year ended 31 December 2020,
ic) Ratification of acts of the Board of Directors and Managamant for the pravious year,

(d} Approwal of the amendments to the third and fourth articles of the Company’s Amandment Arlicles
of Incorporation;

ie} Ekection of the mambers of the Board of Directors for the year 2021 to 2022:

Frederck . Ong

Yangsang You

Yun Gie Park

Hye Jin Song

Jay Buckley

Yuan Wang

Parmya Kitiatanapan

Cracar 5. Reyes (Indepandent Direclor)
Rafzal M. Alunan I {Independent Dirachor);

if] Appointment of B.G, Manabat & Co. as the Company's External Auditor for the year 2021 to 2022,

irt izafional ing af iive Board af Direciors freid o 29 June 2021
(&) Elaction of the members of the Board Commiliess for the year 2021 to 2022
Audit Committee MNomination and Governance Compansaten and
Commiitas Bemunetation Com £

Rafael M. Alunan Il (Chairman)  Oscar 5. Rayes (Charman) Oscar 5. Reyes (Ghairman)
Oiscar 5. Reyes Yongsang You Rafaal M. Alunan [l
Yongsang You Jday Buckley Yongsang You
Yuan Wang Parinya Kitjatanapan

{b) Election of Officers for the vear 2021 to 2022

Chairman of ihe Board of Direciors Decar 5. Reyes

Wice-Chairman of the Board of Direciors Rafzal M. Alunan 1|

President and Chiel Execulive Officar Fredenck B.0Ong

Chial Finance Oicer and Chief Audit Executiva Wishal Malk -
Chief Corporate Strategy Offcer Dang Geol Yoon®

Chiaf Manufaciuring and Supply Chain Officer Jdin Man Kim*®

| Chief Commuercial Officer Francis 5. Moral

[ Chief Human Resources and I:urpr:nml:e Affaire _and | Ma, Vivan A. Cheong
Communications Officer

Chief Legal and Government Affairs Officar, Chief Comgpliance | Carina Lenore 5. Bayon i
Officer, and Data Protection Officer

Hﬂ:u-F'rur@unj_a_nggqrﬂ_ﬁana@_yg@ggr- Luzan 2 | Arstedes H.Alindogan
Vice-Fresdent and Senior General Manager — 'ul'uay'ag | Ll_.lndr.:ln Ferdinand . Cuadra

Chief Risk Officar Agustin 5. Sarmienta

Corporaie Secrefary Krstine Minctschka L Evangelista
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[ Assistant Corporate Secrelary | Julia Patricia C. Hesrera-Lim |
* Appointed as Busingss Developmant Head as of 08 Decamber 2021; Raptacad by Mr. Jin Pyo &hn,
** Resigned as of 08 December 2021, Regplaced by Mr Sung Jin Kim

g. SEC Form 17-C dated 30 September 2021

Al the regular maeting of the Boand of Directors held on 30 Seplember 2021, the Board of Direclors
approved the apportment af Me, Anna Raeza A, Lacadin as the Assistant Corporate Secratary effective
30 Sapbtember 2021.

h. 5EC Form 17-C dated 17 Movember 2021

The Company received by electraniz mail an 17 November 2021 and by courer an 18 November 2021, a
copy of 8 Matics of Sirke filed by the Bacolod Pepsi-Coda Employess’ and Workers' Unian ("BPCEWL™
with the Mational Conciliation and Mediation Board of the Depariment of Labor and Employmeant dus to a
Collective Bangaining Agresmeant deadiock betawesn BPCEWL and the Company

i SEC Form 17-C dated 22 November 2021

0n 22 Novermber 2021, in conmection with the Company’s renewal of its Puerchaser's License for Confrolled
Chemicals for #s Zambaanga Plant, the Company recenved an assessment by the Philippsne National Police
fior penaliies for the kale submisaion of the application and the Monthly Compensation Reports.

i SEC Form 17-C dated 09 December 2021

At the regular mealing of the Board of Directors held on 09 December 2021, the Board of Directors approvad
the following matiers: {i) approval of the Amendment of the Articles of Incorporation to raflect the provision
of the Revised Corpormation Cods ("RCC™) on the paricipation of the Board of Directors in the determination
of their remuneratian; (i) emandment of the By-Laws to reflect the prowvision of the RCC on the particpation
of the Board of Directors in the determination of their emuneration. and the penod for the service of notice
for sfockholders” meetings, (i} acceptance of the resignation of Mr. Jin Man Kim a8 the Company’'s Chisf
Manufacturing and Supply Chain Officer; {iv] appointment of Mr. Sung Jin Kim as the Company’s Officer-
n-Charge of Stratege Supply Chain and Operations, effective 09 December 2021, (v} appointment of Mr
Dong Geol Yoon asthe Company's Business Development Head, (vi) appointment of Mr. Jin Pyo Ahn a3
the Compamy's Chief Corporate Strategy Oificer effective 09 December 2021, subject 1o the issuance of
the relevant permis.

BARTV - SIGNATORIES
The following ara the authonzed signatones of the Company:
1. Frederick 0. Ong in his capacity as the Presdent and Chisl Executive Dificer. Said positions are the
Company’'s equivalent posiions for principal operating officer and principal executive officer.
respactivaly,

2. Agustin 3. Sarmiento in his capacdy as Chief Risk Officer of the Company. Said position is the
Company's equivalent posiion for complioller and peincipal accaunting affices,

3. Krstine Ninodschka L Evangelista in her capacity as the Corporate Secretary of the Company

Signature paga follows
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SIGMNATURES

Pursuant 1o the requirerments of Section 17 af the Securites Regulation Code and Section 177 of the
Revised Corporation Code, this report mﬁp bahnalf af the Esuer by the undersigned, tharaunic

duly authorized, in tha City of an o HH EE’_R
Wi

By
EDERICK D}ﬂHG Aﬁué:l:‘EARMIENTﬂ
resident and Chiel Exacitive Officar Associate Vice-Presiden! =Tax & Reporting amd
Chief Risk Officer

KRIETI : LISTA

Corporafe SaCrelary
REPUBLIC OF THE PHILIPRINES)

MAKATI CITY ) 5.5
SUBSCRIBED AND SWORN TO before me in the Gity of _ MARATICITY o0 4 1 MAY 022 &y

Name Competent Evidence of Identity Valid UntiliPlace Issued

Fradarck Dy Ong Drivars License |0 Mo, NOS-22-0124588 January 10, 20285

Agustin 5. Sarmiento Unified Mult-Purpose (D

Mo Q033-2456012-6
Krigting Minoischka L Passport Mo, PS177255A Movemnber 28, 2022 / DFA

Evangelista Cagayan de Oro




COVER SHEET

for
AUDITED FINANCIAL STATEMENTS

SEC Registration Mumbesr
118|0|9|6|8

COMPANY NAME

PIE|IP|S|I|[-|C|OJL]A PIR|IQIDIUICIT|S

PIHILIL]I|PIP|I|N]JE|S

PRINCIPAL OFFICE (| Mo./ Street / Barangay | City /| Town / Province)
Z216]t]h Fll(elelr Fli [l]iln|v]=]ls]|t Alx|i|s
Tlo|jwlel|r T(w|a Bluliflld|{l]ln]la Mlalr|[t]|hlglalt]e
Clylble|r|z|o|nle], Flill]i|m ""']E s |t o3 DI L |
Al lja|b|aln|lal, Mluin|t|i|n|lju|lp|a Cllltly
Farm Typs Depariment requiring the report Secondary Licensa Typa, B Appllcable
A A F 8

COMPANY INFORMATION

Campany s amall Addrass Companys Telaeghona Numbeids Maobile Numbes
B888-73TT74
No. of Stockholdars Annual Mesting [Manth / Day) Fiscal Yaar [Manth | Day)
812 Last Friday of May December 31

CONTACT PERSON INFORMATION

The designated contact persan MLUST ke an Officer of the Corparation
Mamea of Contact Parson Emall Addrass Telaphona Humbar's Mobile Mumbar

Agustin 5, Sarmiento BB88-T3TT4

CONTACT PERSON's ADDRESS

Mo T b oo of ey, nesiresfion or oossation of oifice: of e oficor desiatiod o5 contact porson, such ncidont sl be mportod’ io S
Cormrrssion witfs tety (0 calercb cnys fo the oocumence therea vl vbommtion ond’ compinie comact ceiadls of e new coac! porsaT

ol
2 A Broers et o peopenky andd cormpiotedy filieolup. Falors @0 oo so shall coess e oladey by ypolating e corporation’s ooons Wl

e Comrarismin arohor rormucegn of Moty of Delicirnciss, R, rorvmcogd of hotics of Deftarsies 'l ol sxcse e conporeton form
ey o N e i



PCPPI Headquarters

PEPPI 2E* Floor, Axis Towar Twa Buiding, Morihgate Cybarzona, Filinvess,
Alabang, Muntinizpa Gity, Philppinas

Pepei-Loin Products Philippena. inc. Tal.: (B3Z} 885-PEFSI [J"S;I'T.l.] » weww papsiphdippines com

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The Management of Pepsi-Cola Products Philippines, Inc. (the “Company’) is
responsible for the preparation and fair prasentation of the financial statements, including
the schedules attached therein, as at December 31, 2021 and 2020 and for each of the
three years in the period ended Decamber 31, 2021, in accordance with the prescribed
financial reporting framework indicated therein, and for such intemal control as
management daterminas is necessary to enable the preparation of financial statements
that are free form material misstatament, whether due to fraud or error..

In preparing the financial statements, management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable matters related
to going concern and using the going concern basis of accounting unless management
either intends to liquidate the Company or to cease operafions, or has no realistic
alternative but to do so

The Board of Directors is responsible for overseeing the Company's financial reporting
process

The Beard of Directors reviews and approves the financial statements including the
schedules atlached therein. and submits the same 1o the Stockholders,

R.G. Manabat & Co., the independent auditor appointed by the Stockholders, has audited
the financial statemants of the Company in accordance with Philippine Standards on
Auditing, and In its report 1o the Stockholders, has expressed its opinion on the faimess
of presentation upon completion of such audit.

Cﬁmu ;e

nscnﬁasn;gsmp;-'—— FREDERICK D. ONG
Chairmafof the Board Prasident and Chief Executive Officer
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PEPSI-COLA PRODUCTS
PHILIPPINES, INC.

FINANCIAL STATEMENTS
December 31, 2021, 2021 and 2020

With Independent Auditors' Report
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R.G. Manabat & Ce.
The KPMG Center, 6/F
6TET Ayala Avenue, Makati City

Fhilippines 1205

Telephone +63 (2) 8885 7000
Fax +63 [2) BB94 1085
Intermet www, home. kpmig/ph
Ernail ph-inquiry@kpmg. com

REPORT OF INDEPENDENT AUDITORS

The Stockholders and Board of Directors
Pepsi-Cola Products Philippines, Inc.
26th Floor, Filinvest Axiz Tower Twa Building
Marthgate Cyberzone, Filinvest City, Alabang
Muntinlupa City

Opinian

We have audited the financial statements of Pepsi-Cota Products Philippines, Inc.

(the "Company"), which comprise the statements of financial postion as at

December 31, 2021 and 2020, and the statements of profit or loss and other
comprehensive income {loss), statements of changes in equity and statemenizs of cash
flows for each of the three years in the period ended December 31, 2021, and notes,
comprising significant accounting policies and other explanatory information,

In our opinion, the accompanying financial slatements present fairly, in all matarial
respacts. the financial position of the Company as at December 31, 2021 and 2020, and
its financial performance and it= cash flows for each of the three years in the period
ended Dacember 31, 2021, in accordance with Philippine Financial Reporting Standards
(PFRSs),

Bagzis for Opinion

We conducted our audits in accordance with Philipping Standards on Auditing (PSAs)
Cur responsibilities under those standards are further described in the Audifors’
Responsibilities for the Audi of the Financial Statemenis section of our report. We are
independant of the Company in accordance with the Code of Ethics for Professional
Accountants in the Philippines {(Code of Ethics), together with the ethical requiremeants
that are relevant to our audit of the financial statements | in the F'hl!lppanes and we have
fulfilled our other ethical responsibilities In accordanceywithriress - ;

Code of Ethics. We believe that the audit evidence ve Tidh i l- = s

appropriate to provide a basis for gur opinian LARGE T.fxmrgp.-g AEEIS TANCE DIVISION
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KPMG
ey Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current percd. These matters
ware addressed in the context of our audit of the financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.

Revenus Recogmtion

The Company's acecunting policy with respect to revenue recognition is included in
Mote 3. Significant Accounting Policies, to the financial statements.

The risk: The nature of the Company’s selling and distribution system, the high
volume of products, its geographical locations, and various stakeholders’
expectations pose a risk that the Company may recognize certain revenue from sale
of goods at or near the year-end without meeting all the reguired recagnition criteria
and conditions under Philippine Financial Reparting Standard (PFRS) 15, Ravenue
from Contracts with Customers.

Qur response; Our audit procedures included, among others: assassment of the
design and effectiveness of controls in respect of revenue; identifying and testing the
Company's key revenue controls in selected locations with detailed testing of
transactions, assessment of whather the Company’s revenue recognition policy in
place complies with PFRS 15 and ensuring its consistent application; parfarming
sales cut-off procedures prior to and post year-end; and testing of credit memos
igsued after year-and. |n addition, we evaluated the reascnablensss of revenues by
developing an expectation of the current year balance based on trend analysis,
taking into account historical manthly sales data and circumstances in the current
year. We also tested a sample of manual journal entries to identify unusual or
irregular items.

Frovisioning

The Company's accounting pelicies with respect to provisiens is included in Nate 3,
Significant Accounting Policies, to the financial stataments

The risk: The Company is subjact of a disputed assessmant for deficiency taxes for
the taxable periods in 2010, The Company appealed this assessment o the Court of
Tax Appeals, for which on-going proceedings are being conducted. The Company
applied judgment when determining whether to provide, and how much to provide for
these tax matters. The magnitude of potential exposures and the inharant
uncertainty of the case and judgment invalved in determining whathar to maka
additional provisions and disclosures pose a risk on the appropriate recognition of
provisions under Philippine Accounting Standards (PAS 37), Provistons, Contingent
Liabites and Contingent Assels.

Our responzse: Our audit proceduras includad the assassmeant of tha design and
implementation of cantrals around the recagnition and continuous re-assessment of
tax provisions, With the asziztance of our tax specialists, we assessed the
Company's tax positions, its comespondence with its aaﬂarnai ta:-: ad'l.rmnrs assessed

EEptiseon
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documentation through audit sampling. In addr
from the Company's legal counsel. We also co
Company's disclosures in the financial statemgnts witf] respect to the

Fate Y 16

RECEIVED I
CHEENER
. FEhEEﬁ.HEI.HI‘JHAHIﬂ |I




KPMG
Other information

Management = responsible for the other information. The other information comprises
the infarmation included in the Secunties and Exchange Commission (SEC) Form 2015
(Definitive Information Statement), SEC Form 17-A and Annual Report for the year
ended December 31, 2021, bui does not include the financial statements and our
auditors” report thereon, The SEC Form 20-15 {Definitive Information Siatement), SEC
Farm 17-A and Annual Report for the year ended December 31, 2027 are expected to
be made available to us after the date of this auditors’ repont,

Cur opinion on the financial statements does not cover the other information and we will
not express any form of assurance conclusion thereon,

In connection with our audits of the financial statements, our responsibilty is to read the
other information identified above when it becomes availabla and, In daing so0, consider
wheather the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audits or otherwise appears to ba matenally misstated

Responsihiifras of Management and Those Charged with Govemnance for the Financial
statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with PFRSs, and for such internal control as managemeant
determines is nacessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or emor,

In preparing the financial statements, management is responsible for assessing the
Company's abifity to continue as a going concem, disclosing, as applicable, matiers
related to going concern and using the going concemn basis of accounting unless
management aither intands to liquidate tha Company or o cease operations, or has no
realistic alternative but o do so.

Those charged with govemance are responsible for overseeing the Company’s financial
reporting process,

Auwditors' Responsibilities For the Audi of the Financial Stalements

Owur objectives are 1o obtain reasonable assurance about whether the financial
staterments as a whole are free from material misstatemant, whether due to fraud or
error, and to issue an auditors' report that includes our apinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with PSAs will always detect a material misstatement when it exists,
Misstaternents can arise from fraud or error and are considered materal 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.
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KPMG

As part of an audil in accordance with PSAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We alsa:

|dentify and assess the nsks of material misstatemeant of the financial statemants,
whather due to fraud or error, design and perferm audit procedures responsive 1o
those risks, and obtain audit evidence that is sufficient and appropriate to pravide a
basiz for our opinion. The risk of not detecting a material misstatement resulting from
fraud = higher than for one resuliing from error, as fraud may involve collusian,
forgery, intentional omissions. misrapresentations, or the override of internal control

Obtain an undarstanding of internal contral relevant to the audit in order to design
audit procedurss that are appropriate in the circumstances, but not for the purpose
of expressing an opinion an the affectivensss of the Company®s internal control

Evaluate the appropriateness of accounting policies used and the reasonablensss of
the accounting estimates and related disclosures by managemeant.

Conclude on the appropriateness of management's use of the going concem basis
of accounting and, based on the audit evidence abtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubl on
the Company's ability to continue as a going concam. If we conclude that a material
uncartainty axists, we are raquired to draw attention in our auditors’ report to the
related disclosures in the financial statements, or if such disclosures are inadequate,
to modify our apinion. Our conclusions are based on the audit avidenca obtained up
to the date of our auditors’ report. However, future events or conditions may cause
the Company to cease to continue as a golng concern,

Evaluate the overall presantation, struciure and content of the financial statemeants,
including the disclosures, and whether the financial statements represant the
underlying transactions and events in a manner that achieves fair presentation.

We communicate with thase charged with governance regarding, among other matiars,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in intemal control that we identify during cur audit

Wea alzso provide those charged with govemance with a statement that we have complied
with relevant ethical requirements regarding independence, and communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.




KPMG

Fram the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the financial stateaments of
the current pencd and are therefore the key audit matters. We descnbe these matters in
our auditors’ report unless law or regulation precludes public disclosure sbout the matier
or when, in extremaly rare circumstances, we determine that matter should not be
communicated in our report because the adverse consequences of doing so would
reasonably be expected fo cutweigh the public interest benefits of such communication

The engagement partner on the audit resuiting in this independent auditers’ report is
Vernilo G. Yu.

R.G. MANABAT & CO.
LD &, YU
Farher

CPA License Mo 108738
SEC Accreditation No. 1815-4, Group A, valid until Ausgust 20, 2023
Tax ldertification No. 225-454-652
BIR Accreditation Mo, 08-001887-035-2021
Issusd June 29, 2021; vald until June 28, 2024
PTR No. NIKT 8854030
Issued January 3, 2022 at Makati City

May 13, 2022
Makat City, Metre Manila
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PEPSI-COLA PRODUCTS PHILIPPINES, INC.

STATEMENTS OF FINANCIAL POSITION
{Amounts in Thousands)

December 31
Naote 2021 2020
ASSETS
Current Assetis
Cash 4 27 PE&35,768 Fa37.501
Recaivables - nat 5 24,27 2,131,874 1,863,845
Inventories & 2,681,803 4208423
Due fram related parties 24, 27 508,993 07,084
Prepald expenses and other current assets 672,058 ___ 582 926
7,530,596 B,101.779
Aszels held for sale 26 - 126 428
Total Current Assets 7,630,698 8,228,207
Moncurrent Assets
Invesiments in azsociates 7 BE2,631 BE3, 208
Bottles and cases - net 8 4,960,148 4 313 268
Property, plant and eguipment - net 8 10,694,233 11,185,178
Right-of-use assets 3 28 488,585 201,136
Intengible assels 10 316,234 271,098
Deferred tax assets 13 187,161 135,130
Cither noncurrent assats = 186 820 212 08T
Total Noncurrent Assats 17,605,810 17,071,086
P25,036.406 FP25,295.293
LIABILITIES AND EQUITY
Current Liabilities
Accounis payable and accrued
ExXpenses 1,14, 24, 27, 28 P7 492,755 F8,111,586
Shart-term daibt 12,27 - 350,000
Current porfion of long-term debt 12, 27 2,075,314 1,287 157
Total Current Liabilities 8,668,069 8,728,843
Moncurrent Liabilities
Long-tarm dabt - net of current portion 12, 27 5,156,342 5,895,343
Deferred tax liabilities 13 247 47T 214,143
Dther noncurrent liahilities 14, 27, 28 1,356 822 247 427
Total Noncurrent Liabilities 6,760 641 7,058,813
Total Liabllities 16,328,710 16,785,756
Equity
Share capital 16 1,751,435 1,751,435
Remeasurement lozses on net defined benefit
liahility 14 (490,875) {4568,146)
Retained samings EIURI‘: iﬁ 7,447 136 7,230,248
Total Equity Lkkae ”HEE.‘;;"“ ERS SERvice -~ P.707,696 8,613,537
W P j,;||1|p||'.||_.t L.IHIIII-I\:II
25,036,406  P25.289 203
Uate ﬂﬁ
16 W2 | gpg |
Sea Noles ta the Financial St fr. !
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PEPSI-COLA PRODUCTS PHILIPPINES, INC.

STATEMENTS OF PROFIT OR LOSS AND

OTHER COMPREHENSIVE INCOME (LOSS)
(Amounts in Thousands, Except Earnings Per Share Data)

Years Ended December 31

MNofa 2021 2020 2018
Continuing Operations
NET SALES 25 P32, 8207y Fa3d,642 108 Fa35,183.763
COST OF GOODS SOLD 17 26,493,840 25437108 28,370,170
GROSS PROFIT 6,288,237 9,206,000 6,813,593
OPERATING EXFENSES
Selling and distribution 18 4,381,272 4, 336,047 4,085,669
General and administrative 19 1,105,069 o78,124 1,210,612
Marketing 24 335,653 356,020 491 441
5,831,994 2,670,181 5,787,722
OPERATING PROFIT (LOSS) 456,243 (465191} 1,025,871
FINANCE AND OTHER INCOME
(EXPENSES)
Equity in net eamings of
associates 7 5,423 17,823 22728
Interast incoms 4, 23 7,667 8,128 5,268
Interest axpense 12, 28 {321,375) (385.558) (447, 738)
Othar income - net T3.877T 105,518 71673
(230.408) (256.528) (308, 165)
PROFIT (LOSS) BEFORE TAX 225,815 (721,715 17,702
INCOME TAX EXPENSE
__{BENEFIT) 13 8,347 {222,302} 208,238
PROFIT (LOSS) FROM
CONTINUING OPERATIONS 216,888 (489 447) E00 464
Discontinued Operations
LOSS FROM DISCONTINUED
OPERATIONS NET OF TAX 26 - 366 (210, T38)
PROFIT (LOSS) FOR THE YEAR 216,688 {485,051) 288,726
OTHER COMPREHENSIVE
INCOME (LOSS)
ltem that will not be
reclassified to profit or loss
Femeasurement gains (losses)
on defined benefit liability -
net af defairad tax 13, 14 (22 729) (128,822} [143,145)
TOTAL COMPREHENSIVE
INCOME (LOSS) F194,159 (PE28,873) F155,581
Basic/Diluted Earnings
Per Share PO0.08

Saa Npdas fo fhe Firamna Shelama
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Years Ended December 31

Share Capital ~ Remeasurement
Additional Gains [Losses) on
Paid-in Met Defined Retained
Capital Stock Capital Benefit Liakility Earnings
e Note (seo Mote 15) (see Mote 15) Total (see Mole 14) (seae Nole 16) Total Equity
Balance as at January 1, 2020 P554 066 P1,187368 P1,751,435 (P338,224) P7,728298 PB5142.510
Total Comprehensive Income
Profit for the year - = - - (493 051) (4809 051}
Oither comprehensive loss - net - - - (128,922 - (129.923)
Total Comprehansive Incame . . - (128,822) (485 .051) (628.973)

Balance as at December 31, 2020 P554,066 P1,1873688 P1,751435 (P468.146) PT230248  PBS13537




Years Ended December 31

Note Share Capital Remeas urameant
Additianal Gains (Losses) on
Paid-in Met Defined Retained
Capital Stock Capital Benefit Liahility Earnings
{see Mote 15) (see Nota 15) Total {see Note 14) (see Note 16) Total Equity
Balance as at January 1, 2021 PEB4,066 P1,197.368 P1,751,436 (P468,146) P7,230,248 PB.513,6527
Total Comprehensive Income
Profit for the year - - - - 216,888 216,888
Other comprehensive loss - net - - - (22,729) - (22,729)
- - - (22,729) 216,888 194,159
F1,187.369 P1, 751,435 (P490,875) P7 447136 PB, 707,696

PG554,068

1...&.& Comprehensive Income

Balance as at December 31, 2021
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PEPSI-COLA PRODUCTS PHILIPPINES, INC.
STATEMENTS OF CASH FLOWS
{Amounts in Thousands)

Years Ended December 31

Nate 2021 2020 20159
CASH FLOWS FROM
OPERATING ACTIVITIES
Profil {loss) before tax from
continuing operaticns P225,835 (F721.718) P717,702
Income (loss) before tax from
discontinued operations - hed {301,054)
Profit (loss) before tax 225836 (721,188) 416,648
Adjustments for;
Depreciation and
amaortization 8 8 10, 20 28 2,602 465 2,867 493 2,804,723
interest expense 12, 28 321,375 385,808 407,736
Impaiment losses on
receivables,
inventories, bottles and
cases, and machinery
and equipment 564859 107,668 187 918 282 080
Retirement cost 14, 21 146,245 125 181 115,753
Equity in net eamings of
associates F 19,423) (17.824) (22, T28)
Intarest income 4 23 {7.667) (B.125) (5,266)
Loss (gain) on disposal of
praperty and equipmart B {1,556) {618) 184309
Operating profit before working
capital changes 3,283,836 2,600,526 4,000,487
Changes in aparating assais
and liabilities:
Decrease (increase) in;
Fecaivables {262,604) B22 5593 (332.873)
Due from related parties 11,009) 45 008 14,319
Inventories 35,685 (430,081 1,078,632
Asgatl held for sale 126,428 = =
Prapaid expenses and
other current assets (53,528) [3,801) (337,050
Increase (decrease) in
accounts payable and
accrued expenses (3591,634) L2330 4086) {BBE,317)
Cash generated fram
operations 2,737,074 2444 037 3,533,158
Interest received 7667 6,129 5,243
Income taxes paid {100,2568) (61.517) (187,804)
Caontribution fo plan assets 14 (36,000) (72,000) (59,000)
Retirement benefits paid
directly to employees 74 (23.936) (32 400) (50, 721)

Mat cash provided by operating
activities

Fomwang




Years Ended December 31

Nate 2021 2020 2018
CASH FLOWS FROM
INVESTING ACTIVITIES
Proceeds from disposal of
property and eguipment P1,556 PE1S PB.514
Additions to:
Propery, plant and
eguiprnent g (623,069) (1,118,255) (BET TT1)
Botlles and cases B (1,347,837) {1,003, 727) (1,607,814)
Intangibles 10 (92,938} (42,4290 (264,053)
Decrease (increase) in other
noncurrent assets 15,248 G452 (14,108}
Met cash usad in investing
activities (2,047 040) (£.157,040) (2,745,032)
CASH FLOWS FROM
FINANCING ACTIVITIES
Frocesds from: 12
Short-term debt 10,260,000 16,150,000 11,100,000
Long-term debt 4,750,000 3,000,030 1,000,000
Repayments of, 12
Ehori-term debt {10,700,000) (17,080,000) (10,850,000}
Long-term debt {4,647,500) (1,500,000} (787,500)
Cash dividends paid 16 - - (162,526)
Detbt issuance cost 12 [35,625) (22,500} {7,500}
Interest paid g 12 (271,368) (362,370} (347.988)
FPayments of lease liability 28 (184.247) (216,733} (232.033)
Met cash provided by (used in)
financing activities (738,240} {1,803) (287.547)
NET INCREASE (DECREASE)
IN CASH (201,733) 125,608 163,297
CASH AT BEGINNING OF
YEAR Ba7,601 711,806 §48, 598
CASH AT END OF YEAR 4 PE35,768 PaarT. 501 F711,8595
Sea Modad fo tha Financisd Stalements.
BUREA
™ LAR&E[TJ AE””




PEPSI-COLA PRODUCTS PHILIPPINES, INC.
NMOTES TO THE FINANCIAL STATEMENTS #e
(Amounts in Thousands, Except Per Share Data and
When Otherwise Indicated)

1. Reporting Entity

Pepsi-Cola Products Philippines, Inc. (the "Company’) was Incorporated as a stock
corporation in tha Philippines on Mareh B, 1889, primarily to angage in
manufacturing, =ales amd destibuton of carbonated soft-drinks (CS0),
non-carbonated beverages (NCB) and confectionery products to ratall, wholesale,
restaurants and bar trades. The registered office address and principal place of
business of the Company is al 268" Floor, Filinvest Axis Tower Two Building,
Northgate Cyberzane, Filinvest City, Muntinlupa City.

On May 16, 2014 and May 30, 2014, the Company's Board of Directors (BOD) and
Stockhalders approved (on the respeciive dates) the amendments to the Aricla of
Incorporation, paricularly on itz primary purpose to engage in, operate, conduct and
maintzin the business of manufacturing, importing, buying, selling, handling,
distributing, trading or othensise deafing in, at wholesale and (io the extent allowed
by law) retail, food and food products, snacks, confectionery drinks and other
beversges in bottles, cans and other containers or dispensers and other refated
goods of whatever nalure, and any and all materizls, suppliers amd other goods used
or empioyed in or redated to the manufaciure of such finished products as well as the
amendment of the Company's principal office address. The said amendments were
approved by the Securites and Exchange Caommission (SEC) on August 27, 2014,

As at December 31, 2021, Lotte Corporation, Lotte Chilsung Beverage Co., Lid and
Guaker Global investments BN are the largest shareholders of the Company with
4.33%, B2.85% and 25.00% shareholdings, respectively. Lotte Chilsung Beverage
Co., Lid, and Lotte Corporation were corganized under the laws of South Korea.
Cuaker Global Investments BV, was organized under the laws of the Netherlands.

2. Basis of Preparation

Staternant of Compliance

The financial statements have been preparad in compliance with Philippine Financial
Reporting Standards (PFRSz). PFRSs are based on International Financial
Reporting Standards (IFRSs) issued by the Intermational Accounting Standards
Board (1ASB). PFRSs which are issued by fthe Philippine Financial Reparting
Standards Council (FRSC), consist of PFRSs, Philippine Accounting Standards
(PASE), and Philippine Interpretations.

The accompanying fimanclal statements as at December 31, 2021 and 2020 and for
gach of the three vears pericd ended December 31, 2021 were approved and
autharized for issue by the Company's BOD on May 10, 2022, The BOD has the

power to amend the financial statements atter issuance.

ShT 1 Mote 3 ta the financial
LARGE T-"l]'iF.l.'-"EHMAL REVENLE
YERS
LARGE Texmayemg "ES'ETA%-II:::HEHEE,DH

statemenis,

. RECEIVED
HEENEE 0. DEL Rs 4 RID



Basis of Measurement

Tha financial statements hawve been prepared on the historical cost bagls of
accounting, except for Retirament benefits liability which is measured at the presant
value of the defined benefit obligation (DBO) less fair value of plan assets,

Functional and Presentation Currency

These financial statements are presented in Philippine peso, which Is the Company's
functional currency. All amountz have been rounded-off to the nearest thousands,
excepl per share data and when otherwise indicated.

Use of Judgments and Estimates
In preparation of these financial statements, management has made judgments,

estimates and assumptions that affect the application of the Company’s accounting
policies and the reported amounis of azsets, [iabilities,; income and expenses. Actual
results may differ from these estimates.

Estimates and underying assumptions are reviewad on an ongolng bazls and are
based on historical experences and olher factors, including expeciations of fulure
events that are believed 0 be reasonable under the clrcumstances, Revislons to
accounting estimates are recognized prospectively.

Judgments

Information about judgments made in applying accounting policies that have the
most significant effect on the amounts recognized in the financial staterments are
included in the following notes:

Mote 27 - Classifying financkal instruments
*  Mote 25 - Determination of whether an arrangement contains a lease
& Note 28 - Commitmeants, Contingancies and Losses

Assumplions and Eslimation Uncertaintias

Informmation about assumptions and estmation uncertainties that have a significant
rigk of resulting in @ material adjustment to the camying amounts of asseis, liabilities
and equity within the next financial year are included in the following notas:

* Noted - Estimation of aliowance for impairment losses on recenvabdes
* MNote 28 - Commitments, Contingencies and Losses



3. Significant Accounting Policies

The accounting policies set out below have basn applled consistantly o all yvears
presented in thess financial stalesments, except for the changes in accounting
palicies axplainad balow.

Adoption of New Standard, Intempretation and Amendments o Standards

The Company has adopted the following new standard, interpretation and
ameandmeants o standards starling Jenuary 1, 2021 and accordingly, changed its
accounting policies. Excepl as otherwise indicated, the adoption did not have any
significant impact on the Company’s financial statemants,

=  Amendments bo PFRS 16 Leases (COVID-18-Related Rent Caoncessions). The
amendments infroduce an optional practical expedient that simplifies how a
lessee accounts for rent concesslons that are a direct consequence of
COVID-18. A lessee that applies the practical expedient is not required to assess
whether eligible rent concessions are lease modifications, and accounts for them
In accordance with other applicable guidanca. The resulting accounting will
depend on the delails of the rent concession.

The practical expediant wil only apply if:

= fhe revised consideration is substantially the same or less than the ariginal
considaration;

= fhe reduction in lease payments reletes to payments due on or before
June 30, 2021, and

« o other substantive changes have been rnade o the terms of the lease,

The amendments are effective for periods an or after June 1, 2020, & lessee
applies the amendments refrospectivaly and recognizes the cumulative affect of
inifially applyving them in the opening retained eamings or ather component of
equity, as appropriate,

Finansial Instruments
Date of Recognifion. Financial Instruments are recegnized in the statements of

financigl position when the Company becomes a pary to the coptraciual provisions
af the instrument. Regular way purcheses or sales of financial assets that require
delivery of assats within the time frame established by regulation or convention in the
marketplace are recognized on the trade date

I, Initial Recognifion of Financial Instruments
Financial instrumenis are recognized Inltially at fair value. Except for financlal
instruments designated as at fair value through profit or loss (FWPL), the initial
measurement of financial assets includes transaction cosis that are directly
atiributable o their acquisition cost or issue.



.

Classification and Measurament

The Company classifies s financial assets into the following categories:
amortized cost, FVOC! - debt investment, FVOCI - equity investment, or FVTPL.
The Caompany classifies its financial liabilities into financial liabilities at FVYTPL
and other financial babilities. The classification of financial assets depends en
bath the business model In which the financial asset is managed and whether the
cash flows from the financlal asset represent, on specified date, solely payment
of prncipal and interest (SPPI) on the principal amount outstanding.
Management determines the classification of its investments at initlal recognition
and, where allowed and spproprate. re-evaluates such designation at every
reporting date.

Financial assets are not reclassified subsequent to their initial recognition unless
the Company changes s business model for managing financial assels and
there is a change in the contractual cash fiow characteristics of the financial
assel, in which casze all affected financial azsets are reclassified on the first day
of the first reporting period following the chanpe in business modal.

As at December 31, 2021 and 2020, the Company does not have any financial
assets and financial liabiiitias at FYTPL and FYOCL

Financial Assats at Amonized Cost, A financial asset is measured at amortized
cost if the asset is hald within a business mode! whose objectve is 1o collect
contractual cash flows and s contractual terms of the financlal azset give rise on
specified dates to cash flows that are solely payments of principal and interest on
the principal amount outstanding. Such assetz are recognized inifisily at fair
valua plus amy incremental tranzaction cost,

After Inittal recognition, these financial assets are subsegquently measured at
amortized cost using the effective interest method, less any allowance for
impairment laozses. Amortized cost iz caleulated by taking into account any
dizscount or premium on scquisition and fees thal are an integral part of the
effective interast rate. Losses are recognizad in profit or loss and reflecied in the
allewance account. When the Company considers that there are no realistic
prospects of recovery of the asset, the relevant account is writtan-off. Gains and
losses are recognized in proft or loss when these financial assels are
darecognized or impaired. as well as through amoriization process. Financial
assets @t amortized cosl are classified as currant assets | maturity s within
12 manths fram the reporting date. Otherwise, thesa are classified as noncument
assals.

Assasameant whether Contractual Gash Flows are SPP. For the purposes of this
assessment, ‘principal’ is defined as the fair value of the financial asset on inkial
recaognifion. 'Interest’ is defined as consideration for the tima valua of maney and
for the credit risk associated with the principal amount outstanding during a
particular period of time and for other basic lending risks and costs {e.g. liquidity
risk and administrative costs), as well as a profit margin.

In assessing whether the contractual cash flows are 3PPl the Company
considers the contractual terms of the Instrument This includes assessing
whether the financial asset contains a confractual term that could change the
timing or amount of contractual cash flows such that it would not mest this
condificn, In making this assessment, the Gompany considers;

cantingent events that would change the amount or timing of cash flows;
= terms that may adjust the contractual coupon rate, including variable-rate
featuras;



»  prepayment and extension features; and
* terms that limit the Company’s claim to cash flows from specified assels
(8.0. non-recourse featuras).

Susinass Mode! Asseszsment The Company makes an assessment of the
ochijectihve of the business modal in which a financlal asset s held at a portfolic
level because this best reflects the way the business is managed and information
iz provided to management. The information considered includes:

= the stated policies and objectives for the poriiolio and the operation of those
policies in practice. These include whether management's sirategy focuses
on earning contractual interesi income, mMaint@ining & paricular interest rate
profile, matching the duralion of the financial sssets o the duration of any
related liabilities or expected cash outflows or realzing cash flows through
the sale of the assets;

*  how the performance of the portfolic is evaluated and reporied fo the
Company's management; and

= fthe risks that affect the parformance of the business model (and the financial
assets held within that business meodel) and how those risks are managed

Derscogniion of Financial Instruments
Financial Assets. A financial asset (or, where applicable a part of a financial
asset or part of a group of similar financial assets) is derecognized when

» the nghts to receive cash flows from the financial asset have expired,

» the Company retains the right to receive cash flows from the financial assat,
but has essumed an obligation to pay them in full withaut materal delay to a
third parly under a 'pass-through' arrangement; or

» the Company has transferred its rights to receive cash flows from the
financial asset and either. (a) has fransferred substantially all the risks and
rewards of the financial asset: or (b) haz naither transferred nor refained
substantially all the riske and rewards of the financial assel, but has
transferred control of the financlal asset.

When the Company hasz transferred its righis fo receive cash flows from 3
financial assel and has neither transferred nor reieined subsiantially all the risks
and rewards of the financial asset nor fransferred contral of the financizl essat,
the financial msset is recognized to the extent of the Company's continuing
invalvement in the financial asset,

Continuing involvement that fakes the form of a guarantee over the transferred
financial asset is measured at the lower of the ariginal carrying amount of the
financial asset and the maximum amount of consideration that the Company
could ba required to pay

Financial Liabilifies. A financial liability = derecognized when the obligation is
discharged, cancaelled or has expired. When an existing financial bty is
replaced by another from the same lender on substantislly different terms, or the
terms of an existing fiability are substantially modified, such an exchange or
modification Is reated as a derecognition of the carmying amount of the original
llability and the recognition of a new liability at fair value, and any resulting
differance in the respective camying amounts is recognized in profit or loss,



Day 1" Frofit. Where the transacton price in a nom-actve market is different from the
Tair value of other observable current market transaciions of the same instrurnent or
based on a valuation technique whose variables include only data from obsenvable
market, the Company recognizes the difference between the fransaction price and
fair value {a "Day 1" profif)y in proft or loss. In cases where no observable data are
used, the difference between the transection price and model value is only
recognized in profit or loss when the inputs become observable or when the
instrument |s derecognized. For each transaction, the Company determines the
appropriate method of recognizing the 'Day 1' profit amount.

Diffseliing Financial instruments. Financizl assets and financial liabilities sre offset
and the net amount is presented in the statements of financial position when, and
only when, the Company has an enforceable legal right to offset the amounts and
intends either to salile on a net basis or to realize the assat and sattle tha [Eability
simultaneously. This is not generally the case with master netting agreemants and
the related sssels and liabikties are presented gross in the statements of financial
position

5 =

A number of the Company's accouniing policies and disclosures require the
measurement of fair values, for both financial and non-financial assets and lisbilites.
Fair value is the price that would be received to sell an assat or paid 1o transfer a
fiability in 2n orderly transaction in the principal (or most advantageaus) market at the
measurement date under curment market conditions (i.e. exit price), regardiess of
whether that price is directly observable or estimated using anaother valuation
technique. Where applicable, the Company uses valuation techniques thal are
appropriate in the circumstances and for which sufficient data are available 1o
measure fair value, maximizing the use of ralevant observable Inputs and minimizing
the use of unobservable inputs.

When measuring the fair values of an assat or a liability, the Company usas market
observable data as far as possible. Fair values are categorized into differant levels of
the fair value higrarchy based on the inputs used in the valuation techniques as
follows:

»  Level 1) guoted prices (unadjusted) in activa markels for identical assels or
lishilities;

» |level2; inputs other than quoted prices included within Level 1 thal are
ochservabla for the asset or liability, either directly (e, as prces) or
indirectly {|.e., derlved from prices); and

#  Lewel 3. Inputs for the assaet or liability that are not based on observable market
data {unobsarvable inputs).

If the inputs used o measura the fair value of an asset or a llability might be
categorized in different levels of the fair value hlerarchy, then the fair value
measurament is categorized (n its entirety In the same level of the fair value
hisrarchy as the lowest level input that is significant to the enfire measurement.

The Company recognizes transfers between lavels of the fair value hierarchy at the
end of the reporting periad during which the change has ocourred,



Inventonesg

inventonas are valued at the lower of cost and net realizable valug (NRY). The cost
of inventones (finished goods, work in process, raw and packaging materals and
spare parts and supplies), which is determined using weighted average and is valued
&t standard cost method adjusted o approximate actual costs through the allocation of
manufacturing varances on a perodic basis, includes expenditures incumed In
acquiring the inventories, production or conversion costs and other costs incumed in
bringing these inventories to their present location and condition. In the caese of
manufactured inventories and work in process, cest includes an appropriate share of
production overheads based on normal operating capacity.

The NRY of finished goods is the estimated selling price in the ordinary course of
busingess less estimated costs necessary o make the zale. The NEY of raw and
packaging malerigls, spare paris and supplies is the estimated current replacement
costs.

When inveniories are sokd, the camying ameounis of those inventories are recognized
under "Cost of goods sold" account in the stalemenis of profit or loss and other
comprehensive income (loss) in the period when the relaied revenue is recognized.

Associates are those enfities in which the Company has significant influence, but not
confrol, over the financial and operating policies and which are neither subsidiaries
nor joint ventures, The inancial statements include the Company's share of the ofal
recognized earnings and kosses of associates on an equity accounted basis, from the
date that significant influence commences until the date that significant influence
ceases, The application of the equity method of accounting i5 besed on the
Company’s beneficial interest in the net profits and net assets of the associates.
Distributions  received from the associates reduce the camying amount of the
investments. Income and expense resulling from ransactions between the Company
and the asscciates are eliminated to the extent of the interest in the associates.
When the Company's share of losses exceeds the cost of the investment in an
associate, the carmying amount of that interest is reduced to nil and recognition of
further losses is discontinued, except o the extant that the Company has incurred
legal or constructive obligations or made payments on behalf of the associate

The Company's investments in associates include an amount that reprasents the
excess of acquisition cost of investment over the fair value of the net identifiable
assets of the investee companies at the date of acquisition, net of impaiment in
value, if any,

The financial stetements of the associates are prepared for the same period as the
Company's financial statemeants.

Bottles and Cases

Botties and cases include returnable glass botties and cases stated at deposit values
and the excess of the acquisition costs of returnable bollles and cases over thelir
depaosit values. Botties and cases also include cerain pallets acquired under finance
leasa. These assets are deferred and amortized using the straight-line method over
their estimated useful fives (EUL) (5 years for returnable botfles and 7 years for
cases and pallets) determined principally by their actual historical breakage and
trippage. Amortization of botiles and cases commences once they are avallable for
use and is recognized in profit or loss, An allowance is provided for excess, unusable
and obsolete retumable bottles and cases based on the specfic dentification
methad.



Refundable customer deposits are collected from customers based on deposit value
and refundable when the botles and cases are retumed o the Company o good
conditionz. These depasits are presented as part of "Trade payabdes - third parties”
under "Accounts payable and accrued expenses” in the statements of financial
position,

Property. Plant and Equipment
Propery, plant and equipment are camied at cost less accumulated depreciation and
impairment losses, if any.

Initially, an item of properly, plant and equipment is camed at cost, which comprises
its purchase price and any directly attributable cost in bringing the asset 1o working
condition and location for s intended use., Subsequent cosis (indluding costs of
replacing & part of an ilem of properly, plani and eguipment} thal can be measured
reliably are added to the camying amount of the asset when it is probable that future
economic benefits associated with the asset will fiow to the Company. The camying
amount of the replaced part is derecognized, All cther repairs and mainterance are
recognized In profit or loss as Incurred,

Construction in-progress represents assets under construction and Is stated at cost,
Thiz includes cosiz of construction and other direct costs, Construction in-progress is
not depreciated until such ime that the relevant assets are completed and put into
operational use but tested for impairment losses. Assets under consiruction are
transferred to the related property, plant and equipment sccount when the
construction and installation and related activities necessary to prepare the property,
plant and equipment for the intended use are completed and the property, plant and
equipment are ready for services,

Major spare parts and stand-by equipment items that the Company expects to use
over more than one period and can be used only in connaction with an ilem of
property, plant and equipment are accounted for as properly, plant and equipmant.
Depreciation of these major spare parts and stand-by equipment cCommence once
these have become available for use (i.a, whan they are in the location and
condition necassary far tham fo be capable of cperating in a manner Intended by the
Company).

The EUL of praperty, plant and equipment are as fallows:

Mumber of Years
Machinery and cther equipment 3-25
Buildings 20 - 40
Leasehold improvements 5 - 40 or term of the lease,
whichever is shorter
Furniture and fixtures 10

Depraciation commence once the assets become avallable for use. Depreciation
computed an a straight-line basis over the EUL of the assets. Leasehold
improvements are depreciated over the shorter of their ELIL and the corresponding
lease terms.

The aszzets' resikdual valuasz, EUL and depreciation methods are reviewed at each
reporting date and adjusted, if appropriate, to ensure that the period and depreciation
methods are consistent with the expected pattern of economic benefits from those
gssels, Any change in the expected rasidual values, EUL and methods of
depraciation ara adjusted prospectively from the tima the change was deiermined
NECEssarny



When an item of property, plant and eguipment is disposed of, or is permanenty
withdrawn from use and no future economic benefits are expectad from its disposal,
the cost and accumulated depreciation and impairment losses, i any, are removed
fromn the accounts and any resulting gain or loss arsing from the retirement or
disposal {calculated as the difference between the net disposal proceeds and the
carrying amount of the item} Is recognized in profit or loss.

Intangible Assets

Intangible assets acquired separately are measured on Inifial recognition at cost. The
cost of an infangible aszet acquired in a business combination is its fair value at the
date of acquisition. Subsequently, intangible assets are measured at cost less
accumulated amortization and any accumulated impaliment losses. Internally
genersted intangible assets, excluding capitalzed developmert costs, are not
capitalized and expenditures are recognized in profit or loss in the yvear in which the
redated expenditures are incurmed.

The useful ives of intangible assets are assessed to be elther finite or Indefinite.

Intangible assets with finite [ves are amerized over the useful life and assessed for
impairment whenever there s an indication thal the Intangible assets may be
impaired, The amortization perod and the amortization method used for an
intangible asset with a finlke useful life are reviewed at least at each reporting date
Changes in the expected useful life or the expectad pattem of consumption of future
economic bensfits embodied In the assel are accounted for by changing the
amoriization period or method, as appropriate, and are treated as changes in
accourting estimate, The amorfization expense on infangible assets with finite lives
is recognized in profit or loss consistent with the function of tha intangible asset.

Amaortization of computer software and licenses is computed using the siraight-line
mathod over the estimated useful lives of ten years.

Sains or losses arsing from the disposal of &n intangible =sset are measured as the
difference between the net disposal proceeds and the carrying amount of the asset,
and are recognized in profit or 088, when the assal = darecognized.

Imnpajermen

Financial Assets

The Company measures loss allowances at an amounl egual o lifetime expected
credit loss (ECL), excapt for the following, which are measured as 12-month ECL:

* cash in bank that iz determined to have low credit risk at the reporting date; and

= due from refated parlies for which credit risk (i.e. the risk of defaull occuwming over
the expected life of the financial instrument) has not increased significanty since
initial recogritian.

Loss allowances for trade receivables and contracis assets are always measured at
an amount equal to Ifetime ECL.

When determining whether credit risk of a financial asset has increased significantly
since Initial recognition and whan estimating ECL. the Company considers
reasonable and supportable information that is relevant and available without undue
cost or effert This includes both guantitative and gualitative information and analysis,
based on the Company's historcal experence and informed credit assessment and
including forward-looking informafion.



Lifetima ECLs ara the ECLs that result from all possible default events over the
expaciad life of a financial instrurmeant while 12-morth ECLs are the porbion of ECLs
that resuit from default events that are possible default within tha 12 months after the
reparting date (or a shorter period if the expecied lifa of the instrument is less than
12 monthe). Default is defined as financial assets for which contractual payments are
more than 60 days past due. However, the Company may also consider a financial
asset to be in default when intermal or external information indicates that the
Company is unlikely to receive the outstanding contractual amaunts in full before
taking into accounts any credit enhancements held by the Company. A financial
asset is written off when there is no reasonable expectation of recovering the
nnnl:lirnn::tl.;_m cash flows. The maximum peariod over which the Company exposad to
credit ris

ECLs are probabllity-welghted estimate of credit losses. Cradit losses are meaasured
az the present value of all cash shortfalls (i.e. the difference between the cash flows
due to the enfity in accordance with tha conirast and the cash flows that the
Company expects to raceive). ECLs are discounted at the effective interest rate of
the financial asset.

At each reporting date, the Company assesses whether the financlal assets carred
at amoriized cost are credit-impaired. A financial asset i3 'credit-impaired’ when one
or more events that have a detrimental impact on the estimated future cash fiows of
the financial assets have occurred.

Evidence that a financial asse! is credit-impaired includes the following observable
data:

= gignificant financial difficulty of the borrower or issuer;

* @ breach of confract such as a default or being mare than 80 days pasi due;

= the restructuring of @ loan or sdvance by the Company on ferms that the
Company would not consider otherwise;

= [ is probable that the bomower will enter bankruptcy or other financial
regrganzation; or

» fthe disappearance of an actve market for a securlly because of financial
difficulties

The camying amount of the asset is reduced through the use of an allowance
account. Interast income continues to be accrued on the reduced carrying amount
based an the ariginal affactive interest rate of the assat. The financial assel, together
with the associated allowance accounts, is writlen-off when there iz no realistic
prospect of future recovery and all collateral, if any, has been realized or has been
transferred lo the Company. Impairmenl loss is recognized in profit or loss,

If. in @ subsequent period, the amount of the impaiment loss decreases and the
decrease can be related cbjectively to an event occurring sfter the impairment was
recognized, the previously recognized impairment loss |5 reversad. Any subsequent
reversal is recognized in profit or loss (o the extent that the carrying amount of the
asset does nol exceead its amortized cost at the reversal date had no impairment loss
bean racognized.

-10-



Non-financlal Assets

The carrying amounts of the Company's non-financial assets, such as investmants in
associates, botlles and cases, praperly, plant and equipment and other noncurrent
assets, are reviewed at each reporting date to delermine whether thera is any
indication that an asset may be impaired, or whether there is any indication thal an
impaimment loss prévicusly recognized for an asset in prior pericds may no longer
exist or may have decreased, If any such indicaticn exists and when the carrying
amount of an @ssst exceeds its estimated recoversble amount, the asset or
cash-generating unit (CGU) to which the asset belongs s wrtten-down fo its
recoverable amount, Recoverable amounts are estimated for individual azzels or
invesiments or, if it is not pessible, for the CGLU 1o which the asset belongs.

The recoverable amount of @ non-financial asset is the greater of the asssts fair
value less costs of disposal and its value in use  Fair value less costs of disposal is
the price that would be received io sell an asset or paid to trensfer a hability in an
crderly fransacticn betwesn market paricipants at the measurement date, less the
costs of disposal. Value in use is the present value of the future cash flows expected
to be delivered from an asset or CGU. In assessing value in use, the esiimated
future cash flows are discounted to thelr present value using a pre-tax discount rate
that reflects curment market assessments of the ime value of money and the risks
specific to the asset. For an assei thalt does not generaie cash fiows largely
indepandent of those from other assels, the recoverable amount is determined for
the CGU to which the asset belongs.

An impaiment loss is recognized anly if the carrying amount of an assel exceeds its
recoverable amount. An impairment loss is recognized In profit or boss in the year in
which it arises. A previously recognized impairment loss is reversad cnly if there has
been a change in estimates used to determing the recoverable amount of an assel,
however, not to an amount higher than the carrying amount that would have been
determined (net of any accumulated depreciation and amortization for property, plant
and equipment and betiles and cases) had no impairmeant loss been recognizad for
the asset in prior years, A reversal of an impairmant loss is recognized in profil or
loss, After such reversal, the depreciation and amortization expeanss is adjusted in
future years to sllocate the asset's revised carrying amount, less any residual value,
on & systematic basis over its remaining life.

Provisions

A provision is & Hability of uncertain timing or amount. | is recognized when the
Company has a present obligation (legal or consfructive) as a result of a past event;
it is probable that an outfiow of resources embodying economic benafits will be
required to settle the obligation; and a reliable estimate can be made of the amaount
of the obligation

Provisions are revisited at each reparting date and adjusted to reflect the current
best estimate. 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 the curent market assessment of the lime value of money, and, wherne
approprigte, 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 axpense under
*Finance and other income (expenses)” acocount in statemants of profit or loss and
other comprehansive income (loss) (sea Note 28).

Share Capital

Capital stock is recognized as issued when the stock is paid for or subscribed under
a binding subscription agreement and is measured at par value. Incremental costs
directly attributable to the issue of common shares are recognized as & deduction
from equity, nei of any tax effects.
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The amaunt of contribution in excess of par value is accounted for as "Additional
pald-in capifal” Additiornal paid-in capital alzo arses from additional capital
contributions from the shareholders.

Retained Eamings and Dividend Distribuilon

Retained eamings représent the cumulative balance of pericdic profit (loss), dividend
distributions, priof period adjustments and effects of changes in accounting policy and
capital adjusiments.

Dividends en comman shares are recognized as a liability and deducted from eguity
when approved by the BOD of the Company. Dividends for the wyear that ane
approved after the reperling dale are dealt with as a non-adjusiing event afier the

reporting date

Cther Comprehensive Income
Cther comprehensive income are items of income and expenses that are not
recognized in profit or less for the year in accordanca with PFRSs.

Sale of Goods

Revenue is recognized as or when performance obligations are satsfied by
transferring control of goods to the custemer, Contrel is transferred at the time of
delivery of the products ta the customers, and under narmal credit tarms. Revenua (s
recognized to the extent that it is highly probable that a significant reversal will nol
occur, Therefore, sale of goods is measuraed at transaction price or the amount to
which the Company expects to ba enfitied in exchange for transferring goods to
customer, net of expected discounts, allowances, and cerlain payments to customers
including but not limited to Hsting/slofting fees and display allowances for which no
distinct goods or senvice is received.

Other income
Other income & recognized In profit or loss when eamed.

Cost and BNse niton

Expenses ara decrmases (n economic benefits during the accounting pered in the
form of oculflows or decrease of assets or incurrence of liabilities that result in
dacreases In equity, other than those relating to disinbutions to equity participants
Expenses are ganerally recognized when the expenses are incurmed

Cost of Goods Sofd
Cost of goods sold includes direct material costs, labor and manufacturing expenses,
This is recognized when the goods ere delivered or when the expensas are incurred.

Saling, Distribution and Marraling Expenses

Selling, distribution and markeling expenses consist of costs associated with the
development and execution of marketing promotion aclivities and &ll expensas
connected with selling, servicing and distribufing the Company's products. Salling,
distribution and markefing expenses are generally racognized when the service is
rendered or the expensa is incurred.

General and Administrafive Expanses

Expenses incumed in the general administration of the day-lo-day operation of the
Company are generally recognized when the service is rendered or the expense |s
incurmed.
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Employes Benefits

ahari-term Emploves Banefifs

Short-term employvee bencfits are expensed as the related. service is pmvidad
A liability is recognized for the amount expected to be paid if the Company has a
present legal or constructive obligation fo pay this amount as a result of past service
pravided by the employee and the abligation can be estimated reliably.

Defined Benafit Flan
The Company has a funded, noncontributory, final salary defined benefit plan
coverng substantially all of its emplovees.

The Campany's net obligation In respect of the defined benefit plan s calculated by
estimaling the amount of the future benefit that employees have eamed in the
current and prior pericds, discounting that amount and deducting the fair value of
plan assets, The Company presents the amount of expected contribution to the plan
assets in the next fiscal year as a cumrent liability, while the remaining amount of the
net defined benefit (labllity is presented as noncurent

The calculation of the DBO ks perormed on a periodic basis by & qualified actuary
uging the projected unit credit method. When the calculation results in a polential
asset for the Company, the recognized aszset is limited to the prezent value of
econamic benefits available in the form of any future refunds from the plan or
reductions in future contributions o the plan.

Remeasuraments of the net defined benefit Bability, which comprise actuarial gains
and loszes, the relurn on plan assets (excluding interest) and the effect of the asset
celling (if any, excluding interest), are recognized immediately in other
comprehensive income. The Company determines the net interest expense on the
net defined benafit Nabllity for the period by applying the dizcount rate used to
measure the DBO al the beginning of the annual period to the opening net defined
benefit liabiity, taking into account any changes in the net defined benefit lability
during the pericd as a result of copfributions and benefit payments, Met interest
expense and other expenses related to defined benefit plans are recognized in profit
or lass,

When the benefits of a plan are changed or when a plan is curtaidled, the resulting
change in benefit that relates to past service or the gain ar loss on curtallment s
recognized immediately in profil or loss. The Campany recognizes gains and losses
on the setfferment of a defined barefit plan when the sattlement accurs.

The Compary's plan assals thal are held by entities (trusteas) that are legally separate
and independent from the Company and exist solely to pay or fund the defined benefit
plan, are nat avallable to the Company's own creditors (even In bankrupicy), and
cannat be returmed to the Company, unless the remaining assets of the fund are
sufficient to meet all the DBO of the plan or the Company

Discontinuad Operatians

A discontinued ocperation iz 8 component of the Gompany's business, the operations
and cash flows can be chearly distinguished from the rest of the Company's
oparations which;

» rapresent a separate major line of business or gecgraphic area of operations

= s part of a single-coordinated plant to dispose of & separate major ling of
business or geographic area of operations; or

|5 a3 subsidiary acquired exclusively with a view to resale.
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Classificetion as -a discontinued operetion occurs at the earier of the dlspnﬁal or
whien the operation meeis the criteria o be classified as held-for-zale. .

When an operation is classified as a disconfinued operation, the comparative
statement of profit or loss and GG 3 re-presentad if the operation as if the cperaticn
had been dizscontimued from the start of the comparative year.

i i in
Finance income comprises interest income on bank deposit, net forsign currency
gains on asset and liabilities and dividend income. Interest income is recognized in
profit or loss as it acocrues, using the effective interest methed and is presented net of
finel tax. Dividend income, if any, is recognized In profit or loss on the date that the
Company's right to receive payment i established.

Finance expense comprses interest expense on borrowings and net foreign
currancy loss on financial assets and liabilities.  All finance expense ane recognized
in profit or loes as they acerue,

Leases

Company &5 a Lesses

The Company assessed whether @ confract is, or contging, a lease, at inception of &
confract. The Company recognized a right-of-use esset and & comesponding
leasa liability with respect o all lease agreements in which it is the lessee, except for
shart-term leases {defined as lesses with a lease term of 12 months or less) and
leases of low value assets, For these leases, the Company recognized the leasa
payments s an cperating expensa on g straight-line basis over the tarm of the lease
unless another systematic basis is more representative of the time pattern in which
economic banefits from the lessed asset are consumed. The Company recognized
depreciation of right-of-use asset and interest on lease liabilites in the statemant of
profit or loss and separates the total amount of cash paid into a principal portion and
interest in the statement of cash flows.

Righi-of-LUise Assel
Measuremeant of right-of-use asset al commencamant of the lease Includas:

Lease lability

Initial direct costs

Advance lease payments

Dhligations to refurbish leased aasets less lease incentives received

Right-of-use assets are tested for impaiment in accordance with PAS 36,
Impairments.

Tha EUL of the right-of-use assets ane the shorar of the lease term and the useful
life of the undertying assels

Lease Liabiity

Measurement of lease liability at commencement of the lease is the present valua of
the total of the lease payments as described in the contract (including payments
cannected to the reasonably certain exercise of exiension or termination ocplions).
discounted at the interest rate implicit in the lease confract {if readily determinable) or
the lessae's Incremental bomowing rate.

Lease payments that depend upeon-a rate or index arg measured ai commencement

based on the rate or index in effect 2t that ime, and are remeasured if orf when the
payments linked {o the index or rates

14 -



Varable lease payments that do not depend upon an index or rate
(e.g. a percentage of sales or based on usage) are not included in the. initial
measurement of the right-of-use asset,

The lease liability determined at initial measurement should not exceed the fair value
of the underlying assel. An excess of the lease fiability value over the fair value of the
underlying asset Is an indicator that the discount rate being used is too low and must
be reassessed.

The difference between the future value (undiscounted) of the fotal of |ease
payments and the lease lisbility represents the financial cost which is fo be spread
aver the period of the lease in form of an annuity calculation.

Tha Company recognized tha fallowing in the statament of profit or loss:

¢  Depraciation calculated on the value of the assal;

»  |nterest expense which |5 part of the annuity caleulation, and

= any amount of variable leasa payments excluding amount that depend upon an
index of rate.

Short-farm Leases and Lease of Low-velue Assels

The Company has elected not to recognize right-of-use assets and lease liabilities of
lew-value assets and shor-term leases, The Company recegnizes the lease
payments associated with these leases as an expense on a straight-line basis over
the leaso tarm.

Operaling Leases

Leazes whene the lessor retains substantially all the risks and berefits of cwnership
of tha asset are classified as operating leases. Rental income and expense from
operating leases are recognized in profit or loss on a siraight-line basis over the term
of the lease.

Finance Leases

Finance leases, which transfer to the Company substantially all the risks end benefits
Incidental to ownership of the leased item, are capitalized at the lower of fair value of
the leased property and the present walue of the minimum lease payments at the
inception of the lease. Lease paymenis are apporioned between the finance cost
and reduction of the outstanding leasa liakility so as to achieve a constant rate of
interest on the remaining balance of the lability. Finance cost is recognized in profit
or loss.

Capitalized leased assets are depreciated over the shorer of the EUL of the assets
and the respective lease terms, unless it is with reasonable certainty that the
Company will obtain cwniership by the end of the lease term, in which case the sssel
is depreciated awver is EUL.
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Bomowing Costs

Interest and other finance costs incured on borowings used to finance peppety
development are capitalized if they are direcily aliributable to the acquisition or
construction of a qualifying asset The capitalization of borrowing costs:
(a) commences when the activites ta prepare the assels are in progress and
expenditures and bormowing costs are being incumed; (b} is suspended during
extended parods In which active development, improvement and construction of the
assels ara Interruptad; and (c) ceases when substantially &l the activities necassary
o prapare the assets are completed. These costs are amortized using the straight-
line method cwver the EUL of the related property, plant and equipment to which it is
capitalized. Borrowing costs that are not direclly atirlbutable to the acgussition,
construction or production of a qualifying asset are recognized in profit or loss using
the effective interest method. Other borrowing costs are generally expensed in the
period in which these are incurred,

Forei Transactions

Transactions. in foreign cumencies are recorded in Phllippine peso bazed on the
prevailing exchange rates at the dates of the lransactions. Fareign currancy
denominated monetary assets and llabillties are transiated In Philippine peso using
the exchange rates pravailing at the reporting data. Exchange gains or lossas arising
from translation of foreign currency denominaled items at rates different fraom thase
at which they weare previously recorded are recognized in profit or loss.

Manmoneatary items in forgign currencies that are measurad in terms of historcal cost
are translated using the exchanga rate at the date of transaction

Foreign currency gaing and losses are reported on a nel basis as either finance
income or finance cost depending on whether foreign currency movements are in a
net gain or net loss position,

Taxes

Income tax expanse comprises cumant and defesred tax. Income tax axpense (s
recognized in profif or loss, except to the extent that it relates to lems recognized
directly In equity or in other comprehansive incomea, in which case it is recognized in
equity or in other comprehensive income, respactivedy.

Curment Tax

Current tax assats and liabilities for the current and prior periods are measured at the
amount expecied to be recovered from or paid to the tax authonty, The tax rates and
tax laws used o compute the amount are those ihat are enacted or substantively
enacted by the end of the repording period.

Deferred Tax

Ceferrad tax assets and liabilities are recognized in respect of temporary differences
betwesn the carying amounts of assets and habililes for financial repoting
purposes and the amounts used for taxation purposes and the carryforward fax
benefits of unused net operating loss carmyover (MOLCO), i any, and unused fax
credils from excess minimum corporake income tax (MCIT) over the regular
corporate Income tax. Deferred tax I3 not recognized for temporary differences on
the inltial recogniion of assets or Habilities In a transaction that Is net a buginess
cambination and that affects neither accounting nor taxable profit or loss; temporary
differences related to Investments In subsidiaries and [ointly conirofled entities to the
axtent that it is probable that they will not reverse In the foreseeable future; and
taxable temporary differences arising on the initial recognition of goodwill,
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Deferred tax assets are recognized for carmyforward tax benefits of unused NOLCO,
unused tax credits from excess MCIT and deductibla temporary differences lo the
extent thal it is probable that future taxable profits will be available against which
thay can be used. Fulure taxable profits are determined based on the reversal of
relevant taxable temparary differences. |f the amount of taxable temporary
differences is insufficient 1o recognize a deferred tax asset in full, then future taxable
profits, adjusted for reversals of exsting temporary differences, are considered,
based an the business plans of the Company. Deferred tax assets are reviewed at
each reporling dale and are reduced to the extent that it is no longer probable that
the related tax benefit will be realized, Unrecognized deferred tax assets are
reassessed at each reporting date and are recognized to the extent that it has
become probable that future taxable income will allow the deferred tax assets o be
recognized.

Deferred tax assets and liabilities are measured at the fax rates thal are expected to
gpply o the year when the asset is realized or the liability is setiled, based on tax
rates that have been enacted or substantivaly enacted by the end of the reparting
period.

In datermining the amount of currenl and deferred tax, the Company takes into
account the impact of uncerdzin tax positions and whether additional taxes and
Intarest may be due. The Company believes that its accruals for tax liabilities are
adequate for all open years based on its assassmant of many factors, including
intarpretation of tax laws and prior exparience, This assessment relies on estimates
and assumpbions and may invelve a saries of judgments about future events, New
information may becomea availabla thal causes the Caompany to change its judgment
regarding the adequacy of existing tax labilittes: such changes fa tax liabilities will
impact tax expense in the period that such datarmination is made.

Deferred tax assets and liabifities are offsat if thera is a legally enforcaable right to
offsat current 1ax liabilltias and assats, and thay relate o income taxes levied by the
game tax authority on the same taxable entity,

Value-added Tax (WAT)
Revenue, expanses and assets are recognized net of the amount of VAT axcapt

= where the VAT Incurmed on purchase of assals or sarvices are not recoverabla
from the taxation authority, in which case, the VAT is recognized as part of the
cost of acquisition of the assel or as par of the expense itern as applicable; and
* receivables and payables that are stated with the amount of VAT included.

The net amount of sales tax recoverable from, or payvable to, the taxation authority is
included as part of “Prepald expenses and other curment assets™ or “Accounts
payabie and accrued axpanses” accounts (n the statements of financial position.

Eamings Per Share (EFS

Basle EPS is computed by dividing the profit applicable to common stock by the
weighted average number of commoen shares outstanding during the period, with
retroactive adjustments for any stock dividends declared.

Diluted EPS Is calculated by dividing the profit atiributable to commen equity helders

by the weighted average number of common shares outstanding during the year,
adjusted for the effects of any patentlally dilutive commen shares.
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Caonfingent liabilites are nol recognized in the financial statements. These are
disclosed in the notes fo the financial staternents unless the possibility of an outflow
of resources embodying economic benefits iz remote. Contingent assefs are not
recognized in the financial statements but are disclosed in the notes to the financial
staterments when an Inflow of economic benefits is probable. When the realization of
income is virwally certain, the related asset is not & contingent asset and its
recognition is appropriate.

When losses are expecied to be reimbursed by ancther party, the reimburzement
should be recognized when and only when, it is wvirfually cerfain that the
reimbursement will be received, The reimbursement shall be treated as a separate
asset The expense relating to a provision is presented net of the amount recoghized
for the reimbursement.

Events After the Reporling Date

Posgt year-end events that provide additienal information about the Company's
financial position at the reporting date (ad|usiing events) are reflected in the firancial
statements. Post year-end avents that are not adjusting events are dizcloged in the
nates o the financial statemants whan material.

Amendments to Standards |ssued but Not Yet Adopted

A number of amendments to standards are effective for annual periods beginning
after January 1, 2021, However, the Company has not appiied the following new or
amended standards in preparing these financial statements. Unless otherwise
stated, none of these are expected to have a significant impact on the Company's
financial statements.

The Company will adopt the following new standards and amendments to standards
that are relevant to the Company in the respactive effective dates;

»  COVID-19-Relafed Rent Concessions beyond 30 June 2021 [Amendment! fo
PFRS 16 Leases). The amendment extends the practical expediant introduced in
the 2020 amendment which simpiified how a lessee accounts for rent
cancessions that are a direct consaquence of COVID-18, parmitting lessees to
apply the practical expedient to rent concassions for which any reduction in lease
payments affects anly paymants originally due on or before June 30, 2022,

The amandment is effective for annual reporting perods beginning on or after
Aprl 1, 2021, Earlier application is permittad. A lessee applies the amendments
retrospectively, recognizing the cumulatve effect of the amendments as an
adjustment to the opening balance of retained eamings or other component of
aquity, as appropriate, The adoption is mandatary for lessees that chose to apply
the practical expedient introduced by the 2020 amendments and may result in
reversal of lease modifications thal was ineligibde for the practical expedient
under the 2020 amendments, bul becomes eligible as a result of the extension.

e Properly, Plant and Equipment = Proceeds before Infended Use (Amendments fa
FAS 18 Propary, Flant and Equipment), The amendments prohibit an entity from
daducting from the cost of an item of property, plant and equipment the proceeds
from selling items produced before that assel is available for use. The proceeds
bafore Intended use should be recognized in profit or loss, together with the
costs of producing those tems which are identified and measured in accordance
with PAS 2 Inventories.
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The amendments also clarify that festing whether an item of property, plant and
equipment is functioning properdy means assessing its technicsl and physical
perormance rather than assessing its financial performance,

For the sale of items that arg not part of a company's ordinary activities, the
amendments require the company to disclose separately the sales procesds and
redated production cost recognized in profit or loss and specify the ling items in
which such proceeds and costs are included in the stetemeant of comprebensive
Income. This disclosure is not required if such proceeds and cost are presented
separately in the statement of comprehensive income.

The amendmenis are effective for annual reparting periods beginning on or after
January 1, 2022, Earlier application is permitted, The amendments apply
retrospectively, but only to items of property, plant and equipment made
available for use an or after the beginning of the earfiast pariod prasented in the
financial statements in which the company first applies the amendmeants,

Onerous Contracts - Cost of Fulfilling & Confract (Amendments to PAS 37,
FProvisions, Contingent Liabilites and Confingent Assels), The amengments
clarify that the cost of fulfilling & contract when assassing whether a confract is
onerous includes all costs that relate directly to a contract - i.e. it comprises both
incremental cosis and an allecation of ather direct costs.

The amendments are effective for ennusl repering periods beginning on or after
January 1, 2022 to contracts existing at the date whan tha amendmaeants are first
gppiied, At the dete of initisl application, the cumulative affact of applying the
amendments is recognized as an opening balance adjustment to retained
earmings or othar companant of equity. as appropriata. The comparatives are not
rastated, Earlier application is parmitted.

Annual improvemants lo PERS 20718-2020 Cyole. This cycle of Improvements
cantzing amerndments t© four standards, of which, only the following are
applicable ko the Company:

« Fess in the "10 percent” Test for Derscognition of Financial Liabilities
{Amendmen! fo PFRS 9, Financlal Instruments). This amendment clarifies
that - far the purpose of performing the "0 percent” for derecognition of
financial liabilities - in determining those fees peid net of fees received, a
borrower includes anly fees paid or received between the borrower and the
lender, including fees paid or received by eithar the borrower or lender on the
other's behalf,

» lease [nceanbtves (Amendment fo HNusimfive Examples sccompanying
PFRS 1B, Leasez), Tha ameandment reamoves the llustration of payments
from the lessor relating to leasehald improvemants, As cumently drafted, this
example = nol clear as to why such payments are not a lease incentive

The amendrments are effective for annual reporiing periods beginning on or afier
January 1, 2022, Earier application s permitted.
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Classification of Liabilities as Currant or Noncurrent (Amendments to PAS 1,
Presaentation of Bnancial Statements). To promote consistency in applcatian and
clarify the requiremernts on determining whether a Hability is current or
nancurrent, the amendments:

= removed the requirement for a right to defer setlement of a fiability for at
least 12 months after the reporting perod to be unconditional and instead
requires that the right must have subsiance and exist at the end af tha
reporting period;

« glarified that & right to defer selilement exists only it an entity complies with
conditions spacfied in ihe loan agresment at the end of the reporiing period,
even if the lender does not test compliance until a |ater date; and

» clarified that settement of a liability includes fransferring an entity's own
equity instruments to the countarparty, but conversion options that are
classified as equily do not affect clazsification of the liabilly as current or
noneurmant

The amendments apply retrospeciively for annual reporting periods beginning on
or after January 1, 2023, with early application permitted.

In Movember 2021, the Internaticnal Accounting Siandards Board issued the
Expasure Draff, Non-Cument Liabilities with Cowenants afier considering
stakeholder feedback on the December 2020 tentative agenda decision issued
by the IFRS Interpretalicns Committes about the amendments, The exposure
draft proposes to again amend PAS 1 as follows:

« condiions which the entity must comply within twelve months after the

reporting period will have no effect on the classificaion as current ar non-
currant;

= additional disclosure requirements will apply to non-current liabilities subject
to such condifions to enable the assessmant of the risk that the liability could
become repayable within twelve months; and

» separate presentation in the statement of financial position will be required
for non-current liabilities for which the right to defer setiement is subject to
conditions within 12 months after the mporting period.

The effective date of the amendments will be defered fo no earller than
January 1, 2024,

Comments on the Exposure Draft is due on March 21, 2022.

Disclosura of Accounting Policles (Amendments to [AS 1 Pmesenfation of
Financial Sialements and IFRS Praclice Statement 2 Making Materality
Judgements), The amendments are intended ta help companies provide useful
accounting policy disclosures. The key amendments ta 1AS 1 includa:

* requiring companies to disclose their material accounting policies rather than
their significant accounting policles;

» clarifying that accounting policies related to immaterial transactions, other

avents or cendilions are themszelves immatenal and 85 such nesd not be
disclosad; and
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= clanfying that not all accounting policias that relate ta matenal transactions,
other events or conditions are themselves material o a company's financial
slalemants,

The amendments to IFRS Practice Staternent 2 includes guidance and additional
examples on the application of materiality to accounting policy disclosuras.

The amendments are effectve from 1 January 2023, Earlier application is
pemmitted

=  Definifion of Accounting Estimates (Amendments to AS § Accounling Policias,
Changes in Accounting Estimates and Erors), To darify the distinotion between
changes in accounting policies and changes in accounting estimates, the
amendments Intreduce a new definition for accounting estimates, clanfying that
they are monetary amounis in the financial statements that are subject to
measuUrament uncartainty,

The amendments also clarify the relationship between accounting policies and
accounfing estimates by specifying that an accounfing estimate is developed to
achieve the objective set out by an accounting pelicy.

Developing an accounting. estimate inclides both selecling @ measurement
technique and choosing the inpuls fo be used when applying the chosen
measurement technique. The effiects of changes in such inpuis or measurement
techniques are changes in accounting estimates.

The definition of accounting pelicies remain unchanged. The amendments also
provide exampies on the application of the new definition.

The amendments are effective for annual reporting periods beginning on or after
1 January 2023, with eadier application parmitted, and will apply prospectively to
changas in accounting estimatas and changes in accounting policies occurring on or
after the beginning of the first annual reporting period in which the amendments are

applied,

4, Cash

Cash consists of,

Note 2021 2020

Cash In banks 27 P455.859 P408 885
Cash on hand 179,909 428,516
PE35,T68 Pa37.601

Cash in banks earns annual iIntarest at the respective bank deposit rates,

Interest income eamed from cash in banks amounted o P38 million, P2.3 million
and 1.5 million in 2021, 2020 and 2079, respactively,

Tha Company's exposures o credit rsk and inferest rate rsk are disclosed n
Mote 27 to the financlal stalerments.

.



5. Receivables

Recaivables consist of

Note _ 2021 _ 2029
Trade recefvables - third parties 27 P1, 720,848 P1,346 188
Othars 24, 27 769,982 893,066

2,430,830 2,239 244
Less allowance for impaimment losses
and others 358,856 275,299

a7 P2,131,574 P1,863,545

Trade receivables are all current, noninterest-bearing and are generally on a 15 to
60 days' term. Other receivables consist mainly of receivables from employees,
freight and marketing related reimbursements (sae Note 24), which are normally
collected in cash.

Impairmant

The Company maintains an allowance for impairment losses at & level considersd
adequate to provide for ECL. The Company performs regular review of the ege and
status of these accounts, designed to identify accounts with expected credit losses
and provides these with the appropriate allowance for impairment losses, The review
is accomplished using ifetime ECL, with the impairment losses being determined for
each risk grouping identified by the Company. The amaunt and timing of recorded
expenses for any period would differ if the Company made different judgments. An
increase in the allowance for impaiment losses would Increase the racorded
operating expenses and decrease current assat.

The movements in the allowance for impairment losses on receivables are as
follows:

2031 2020
Moo Trado Othars: Total Trade Otifers Tolal

Balance at

baginnirg of year Pi97 808 P77 491 PaTEIss P1ERZ70 PaT1E]  P348.430
Impairmant losses

recagnirad during

the year 15 &7.314 T e 84,575 51,011 [7.570] 43,449
Wirie-offs during

the year 4704  (15722) (19,008} (11473 (6,089 (17,577}
Belanca at end ol

yaar P268,B26 PES,030 P352B56 F197.808 FIT A1 P78 2949

Impairment losses recognized during the period are included as part of “Selling and
distribution expenses” account in the siatements of profit or loss and other
comprehensive income (Joss).

The Company's exposure to credit Ask related to receivables is disclosed in Mote 27
to the financial statements.



Inventories

Inventores consist of;

2021 2020
Raw and packaging materials P2,270,578  P2,853527
Finished goods 633,286 920,812
Spare parts and supplies 670,370 422 864
Work in process 7,572 12,620

P3,681,803 P4,208 423

Raw and packaging materials, finished goods, and work in process included in *Cost
of goods sold” sccount in the statements of profit and loss and other comprehensive
income (loss) amounted to P12.5 billion in 2021, P10.6 bilion in 2020 and
P13.8 billion in 2018 (see Note 17).

In determining the NRY of inventories, the Company considers inventory
obsolescence based on specific identification and as determinad by managemeant far
inventories estimated 1o be unsaleabls in the future. The Company adjusts the cost
of inventories to NRY at a lavel considared adequate to reflect any market decline in
the value of the recorded inventories. The Campany reviews, on a continuous basis,
the product movement, changes in consumer demands and Introduction of new
products to idenfify inventories which are to be written-down ta KRV, The amount
and timing of recorded expense far any perod would differ if different judgments
were made or different estimates were uliized. The increasa In inventory
obaolescence and market decline would increase the recorded cost of goods sold
and decrease curment assets.

The cost of inventorias stated at NRY are as fallows:

2021 2020
Raw and packaging materials P2,657 892 P3,135 342
Finished goods 749,275 1,035,827
Spare parts and supplies 639,368 453,445

P3,946,536  P4,824,614

Met write-down of inventories to NEY amounied to F12.9 million, P136.1 millicn, and
P44.4 million for the years ended December 31, 2021, 2020 and 2018, respectively.
The write-down of inventories to NRY which is directly related fo production is
included as part of “Cost of goods sold” account, othenwise it is recognized as part of
"Operating expenses” account in the statements of profit and loss and other
comprehensive income (loss).
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T.

Investments in Associates

Investments In associates consist of investments in other companies, which are
incorporated under Philippine Lanws, as follows:

Percentage (%) of
Crwnership Amount
2021 2020 2021 2020
Acquisition cost;
Madeco Really Corporation
(NRC) 40% 4% P231,480  P231.450
Madeco Holdings Corporation
(NHC) 40% 40% 132 132
231,622 231,622
Accumulated equity in net
Earnings:
Balance at beginning of year 421,686 403,762
Equity in net earnings for the
yeqar 8,423 17.824
Balance at end of year 431,008 421,586
P&E2,631 FES3,208

Both MRC and MNHC are incorporated in the Philippines,

The finandal statements of the associates are prepared for the same reporting
period as the Company’s financial staternents. The financial staterments used for the
purpose of applying equity method are the mosi recent management accounts of the
associates as at December 31, 2021 and 2020,

Mone of the Company's equity-accounted associztes are publicly listed entities and
consequently, do not have published price quotations

As al December 31, 2021 and 2020, the undisirnbuted eamings of the associates
incdduded in the Company's retained earnings amounting to P431.0 million and
F421.6 million respectively, is not available for distribution to stockholders unless
declared by the associates. Equity in net eamings from investments in associates
amounted to P8.4 million, P17.6 million and P2Z.7 milion for the years ended
December 31, 2021, 2020 and 2013, respactivaly,

Summarized below s the financial information peraining to the Company's
associates,

Ba mt aned For iha Yeer Ended Decomiber 315, 203

ProfitiTotal

Curmml Woncurent Currerdl  Mowmcumant Comprahensive
Aty Azaila Lisbiifins  Lishifieh  Rievenues 00 Inecdme

HRC 64,564 P1,275,076 PB4g, 982 120596 B, TTE GRS

HHE [consobdated) T6,31E 1,275,476 550,144 138, 555 33,676 16,882
A3 o and For e Yasr Ended Dasmbar 31, 2020 -

ProleTotal

Henourrem Carment PMonoormant Compeharave

Curmen! Assabs Nzgols Lizhilities Liabitles  Rmimnues income

MHC P3, 785 1,278,075 PTRE &N P13 301 P, 775 F46,534
NHE (consolidabed 4,308 1,276 875 T0E 434 138,301 3 775 12,425
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The assocciates do not have contingent llabities incurred jointly with other investars,
Also, the Company is not severally liable for all or part of the liabilities .of the
associates.

8. Bottles and Cases

Bottles and cases consist of

Note 2021 2020
Cost
Gross Carrying Amount’
Balance &t beginning of year P14,840,312 F13.815,544
Met change 1,926,889 1,024,768
Balance at end of yaar 16,767,201 14,840,312
Accumulated Amortization”
Balance &t beginning of year 10,527,043 9,145 789
Amortization for the year 17, 18 1,280,042 1.378,471
Qther movements RN - 4,783
Balance at end of year 11,807,065 10,627,043

F4,960,146 P4.313,269

*Thia includes paleis with nel Back walie al F178.0 millan end P2ZE4,7 miEon 635 8l Dacambar 31, 2021 and
20240, raspecively.

Amaoriirafion
Amortization was charged 1o:
Note 2021 2020 2019
Cost of goods sold 17 F1,038,404 F1,130,045 P1,283,508
_Selling and distribution fé 243,608 245 428 114,756

P1,280,012 F1,376.471 F1,388,304

The Company annuelly reviews the EUL of returnable bottles and cases based on
the period over which the assets are expected to be availabie for use, principafly
determined by their historical breakage and trippage. It is possible that future
financial performance could be materally affected by changes in these estimates
brought about by changes in the factors mantioned. A reduction In the EUL of bottles
and ceses would [ncrease the recorded amorizatlon expense amnd decrease
noncumrent assets.

Purchase Commitmenis
The Company has outstanding purchase commitments for the bottles and cases
amounting to P388.8 million and F320.5 million as at December 31, 2021 and 2020,

respeciively

Impaiment

The Company provides an allowance for unusable contziners at circulation that failed
to meet the Company's quality stenderds and excess boltles as detarmined by
management based on the containers prafile and optimal float analyses conductad.
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The Company assesses at each reparting date whether there is an indication that the
batiles and cases may be impaired, Determining the amount of the assets..which
requires the determination of future cash flows expecied o be genersted from the
coentinued use and ulimate disposition of such assets, requires the Company to
make estimates and assumptions that can matenally affect the financial statemenis.
Future events could cause the Company to conclude that these assets are impaired
Any resulting impairment less could have material impast on the financial position
and financial perfformance of the Company. The preparation of the estimated future
cash fiows involves estimations and assumplicns. While the Company believes that
its assumpiions are appropriate and reasonable, significant changes in thess
assumplicns may maierally affect the Company's gssessment of the recoverable
amaunts and may lead to future additional impairment charges. An increase in the
allowance for unusable containars would increasa the recorded operaling expansas
and decrease noncurrent assets.

2. Property, Plant and Equipment

The movemeants In this account are as follows:

Machinery  Bulldings ard

snd Other Leasehaolki Furntture  Constructon
Equi yomanta_ and Fi =:Progries Tatal
Grogs Camying Amount
Deszaimber 31, 2010 Pi7.884,178 P38, 501 FE4,771 FEB7. 244 F33E2ETHY
Acdisang 104,452 50,362 4,852 T3 EEG 4,118,248
Dispasakataia-oifsadjesmants ERE] = S ;i (5, 186)
Irsnshrprecimmaificaicns 433 035 357 483 4 583 {TBAGELY i
December 31, 2020 18550 617 G2 diR i, 1 100 TE M TR
AdHiona 5117 173482 480 s B35S
D paabiferis-GHaadjaatmans (STE055] B0y - |10 Deay [BBE,1TE)
Translerirecimsifeatens 1,356,150 1.4 408 280 (1,308 B4 £
December 34, 2021 13,847,708 4815730 £4,926 AT BGTETT4
Actiiitubaliedd D e @eion
Decembar 31, 2019 11,244,304 1,179,484 40581 12,464,348
Depreciation B53,402 228 383 &,030 . 1,085,618
Dispasalshvrh cfialadjusmants (5,950} L ¥ . R
Trerslnmreclssficators 15 13 ? i g
Cougambar 38, 2120 2100 282 1,407 B2 A 54 - 13,554 705
Ceprecation 053,130 £ 04 AL 4878 1087418
_Disposalaiwrie offsladusments {H25 EET) ERLEY] i LECRT S
Dacomber 31, 3031 13, 342513 1, 88,30 ﬂ:l._-l-ﬂ'l - 11342, 541
Carrying Amount
Decamber 11, 2020 PO, 420 25 F3,154, 5 L Piada iz P iasaTe
Decembss 31, BT IPT,305.235 F21.327,07H CIEREE! P47811  PH0,534,233
tion
Depreciation were charged ta:
Naofe 2021 2020 2019
Caost of goods sold i7 P774,378 PB45.613 PB57,051
Selling and distribution ig 251,964 223 876 254 BB
General and
administrative 18 31,077 26,126 61,303

P1,067.419 1,085,513 1,213,240
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The Caompany annually reviews the EUL of propery, mant and equipmeant basad on
the parod over which the assels ara expected to be avaliable for use and updates
those expectations if actual results differ from previous estimates due to physical
wear and tear and technical or commercial obsolescence, It is possible that future
financial perdformance could be materally affected by changes in these estimatas
brought about by changes in the factors mentioned. A reduction in the EUL of
property, plant and eguipment would increase the recorded depreciaton and
amoertization expenses and decrease nencurant assats.

The Company has ongoing corporate expansion projects or programs approved by
the BOD. As a result of this expansion program, the Company spent for property,
plant and eguipment, infangible assets, as weall as bottles and cases (see Mote 8),
amounting to P21 billien, P2.2 billkon, and P27 billion for the wvears ended
December 31, 2021, 2020, and 2018 respectivaly,

impairment

The Company essesses at each reporting date whether there is an indication that its
property, plant and equipment may be impaired, Determining the amount of the
assets, which requires the determination of future cash flows expected to be
generated from the confinued use and ulimate disposition of such assets, requires
the Company to make estimates and assumptions that can materally affact the
financial statements, Future events could cause the Company 1o conclude that thess
assals are impaired. Any resulting impalrmeant loss could have material impact on the
financial pasition and financial perfermance af the Campany, The preparalion af the
estimated fulure cash flows mveolves estimations and assumplions. While the
Company balieves that its assumptions are appropriate and reasonable, an Increasa
in impairment losses would decrease profit or loss and consequently, decrease
equity, No impairment indicators exists on the Company's propery, plant and
equipment as at Decamber 31, 2020 and 2019,

Cisposal
Gain on disposal of praparty and equipment ameuntad ta F1.6 milion, P0.6 millian,
and P8.4 million in 2021, 2020 and 2018 respectively

10, Intangible Asseis

Intangible assefs pertain to software and licenses. The movement in this account
consists of the following:

Note 2021 2020
Cost
Balance al beginning of yvear Pa0& 182 P264,053
Additions the yvear 92,938 42129
Balance at end of year 395,120 308,162
Accumulated Amortization
Balance at beginning of year 35,084 -
Amoriization during the yaar 7 18, 19 47 BD2 a5 084
Balance at end of year B2 886 a5 084
Met Carrying Amount P316,234 F271.,098
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11. Accounts Payable and Accrued Expenses

Accounts payable and accrued expanses consist of:

Naote 2021 2020

Trade payables 23 F4,276,041 P4.527.673

Mon-trade payables and accruals 2,844 983 2,146 337
Cument poertion of;

Lease lability 28 172,716 338,676

Retirement liability i4 908,000 9,000

P7,492,755 P8,111,686

The Company's frade payables mostly perain to raw materal purchases made by
the Company and includes refundable customer deposits,

MNon-trade payables and accruals mainly consist of withholding taxes, payabties to
othar government agencies, accrued freight charges, toiling fees and other servicas
and ofher items that are individually immaterial or insignificant

The Company's exposure o lguidity nsk related to accounts pavable and accrued
expenses is disclosed in Mote 27 to the finencial stalemenis.

1Z. Shori-term and Long-term Debt

a. Short-term Debt
A5 at Decembar 31, 2021, the Company doas not have any short term debis. As
al December 31, 2020, this accoun! represeniz unsecurad, intereat-bearing
short-term lgans from local banks, with various maturty dates wp to
February 16, 2021 These short-term loans wera acquired to finance the
Company's working capital requirements. Interest rates on the said loans are
based cn prevailing market rates.

Total proceeds from these shor-term loans amounied to P10.35 billion and
P16.15 billien in 2021 and 2020, respectively, while iotal paymenis totaled to
P10.70 bilion and P17.05 billion in 2021 and 2020, respectively. As al
December 31, 2021 and 2020, the balance of shor-term debt amounted ta nil
and P350.00 million, respectively.
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b. Long-term Debt

This account consisis of;

2021 2020

7 year PB00 million term loan from BRI P640,000 F800,000
5§ year PS00 million term loan from Shinhan

Bank - 375,000
& year P2.5 billion term loan from MBTC - 1,875,000
5 year P1 billion term loan fram BPI 1,000,000 1,000,000
& yaar P2 billion term loan from BPI 2,000,000 -
3 yaar PS00 million term loan from Industrial

Bank of Korea (IBE) - 62,500
3 year P250 million term loan from IBK 250,000 .
Jyear P2 billion term lean from BOO . 2,000,000
13 manth P1 bilkon ferm loan from KEB

HANA 1,000,000 1.0030,000
§ year P1.5 billion term loan from

Metropolitan Bank & Trust & Ce. (MBTC) 1,425,000 .
§ year P1 billion term loan from MBTC 950,000
T year P1 billion t&rm loan each from Bank
of the Philippine islands (BPI) - 50,000

P7,265,000 PT,162 500
Current P2075,314 P1,287,157
Naoncurrent - o 5,156,342 5895343
P7,231,666 P7 162,500

in March 2013, the Company entered into & loan agreement with MBTC
amounting to F1 billion, to partially finance the Company's capital expenditure far
its CS0 and MCE business. The loan is unsecured and with a term of saven
(7) years, payable in twenty (20) successive guarterly principal repaymants to
commence at the end of the 3th guarter from the initlal drawdown date and with a
fixed interest rate based on PDST-F at drawdown date plus cersin spread.
PDST-F rate s the average of the best sixty percant (80%) of the live bids of
participating fixing banks in the secondary market for the S5-year Fhilippine
peso-denominated Treasury bills and bonds. The Company has fully paid the
loan in 2021

In March 2018, the Company entered into.a P2.5 billion lcan agreement with
MBTC to refinance its shortterm debt and partislly finance s capital
expenditures. The loan is unsecured and a term five (5) years payable in
twelve (12) successive quarterly principal repayments fo commence at the end of
the 9th quarter from the drawdown date.

Under the terms of the long-1emm loan agreement with METS, the Company may,
al its oplion, prepay the lean in full or in part without penalty, together with
interest dua. Prepayment shall be applied agsinst the scheduled instalimant
payments in the inverse order of their maturity. The Company shall give a notice
of such prepayment not less than thirty (20) davs prier to such proposed date of
prepayment. In July 2021 the Company prepay the loan in full without any
peanalky.
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In July 2021, the Company entered into a P3.5 bilhon loan agreement with MBTC
to refinance its existing loans of which P1.5 bilken was drawn on July 2041 and
P1 billion was drawn in September 2021. The loan is unsecured and a tarm five
(5) years payable in twenty (20) successive quarery principal rapayments.

The outstanding loan agreements with MBTC also provides for ceraln
covenants, the more significant of which is the Company ta maintain a Debt-to-
equity ratio shall not excead 3:1 based on tha financial stataments.

T Loa m BPI

On October 16, 2013 and March 31, 2014, the Company entersd into & loan
agreament with BP| to refinance the Company's shor-term debt toteling fo
P2 billion. The loans are unsecured and with & term of seven {7) years, payable
in twenty (20) successive quarterly principal repayments to commence at the end
of the Bth quarter from the initial drawdown date and with a fixed interest rate
which shall be deftermined using the base rate plus a ceriain spread per annum
on the drawdown date.

On December 2B, 2018, the Company entered into a PBOO millicn loan
agreemant with BPI to refinance or partially refinance its sher-term bank lozns,
The laan i unsecurad and with a term of ssven (7) years, payable in twenty (20}
equal quarterly principal repayments o commence at the end of the Sth quarer
from the drawdown date.

On December 27, 2018, the company entered into & P1 billion loan agresment
with BPI to refinance the Company's short-term bank loans. The loan is
unsecured and a term five (5) years payable in twelve (12) equal quartarly
instaliments to commence atthe end of tha 9" guarter of the borowing date.

On December 22, 2021, the company entered Into a P2 billlon lean agreement
with BPI to refinance the Company's bank loans, The loan s unsecured and a
term five (5) years payable in twelve (12) equal quarterly installments to
commence gt the end of the 80 guarter of the borrowing date.

Under the terms of the long-term loan agreement with BRI, the Company may, at
its option, prepay the loan in full or in part without panalty, together with interest
due. Prepayment shall be applied against the schaduled installmant payments in
the inverse order of their maturity. The Company shall give a nofice of such
prepayment not less than thity (30) days prior o such proposed date of
prepayment

In 2021 the Company was able to amend the financial covenants of its terms
from its loans from BP! in which it would permit the Company to have Debt-to-
equity ratio shall not exceed 3:1 based on the financial statemenis and waived
the requirement of debt service coverage ratio,

Term Loan from Shinhan Bank
On March 23, 2018, the Company entered into a loan agreement with Shinhan

Bank amounting to FS00 million, to be used by the Company exclusively to
refinance its shorfderm loans. The loan is unsecured and with a term of
five (5) years, payable in twelve (12} successive guarterly principal repayments
ta commence at the end of the 9th quarter from the drawdown date and with a
fiwed interest rate,
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|
On March 16, 2018, the Company entered into a loan agreement with 1BK
amounting to P50 million, to be used by the Company exclusively for fimancing
its capital warking loan, The loan is unsecured and with a term of three {2) years,
payable in ten {10) successive quarterly principal repayments to commence at
the end of the 5th quarier from the drawdown date and with a fixed interest rale.

Term Loan frem BOO

On December 22, 2020, the Company entered into a lean agreement with BDO
amaunting to P2 Billion, to be used by the Company to refinance its shorl-term
loans. The loan is unsecured and with a term of three (3) years, payable upon
maturity from the drawdown date and with interest rates repriceable guarierly in
Sfears.

Under the tarms of the long-tarm loan agreement with BDO, the Company may,
gt its option, prepay the loan in full or In part without penalty, together with
interest due, Prepayment shall be applied against the scheduled installment
peyments In the inverse order of their maturity, The Company shall gve a notice

of such prepayment not less than thirty (30) days prior to such proposad date of
prepayment. The loan was prapaid in full by the Company in December 2021,

The loan agreemert also provides for certain covenants, the mere significant of
which are as follows:

= Dabt-te-agquity ratio shall not exceed 3:1 based on the financial statements;
s Dabt service coverage ralio of 1:1 based on the financial statements.

Term Loan from KEB HANA

On December 23, 2020, the Company entarad inta a loan agreement with 1BK
amounting to P1 Billion, to be used by the Company for financing its working
capitsl. The loan is unsecured and with a tarm of thiteen months, payable upon
maturity from the drawdown date and with Interest rates repriceable guarterly in
arrears.

As at Decembar 31, 2021 and 2020, the Company is compliant with all of the
financial covenants of its loan agreemeants.

Interest expense on the above loans recognizad in the statements of profit or loss
and other comprehansive incoma {loss) amourited to P251 .4 million, P345.2 million,
and P354.0 million for the vyears anded December 31, 2021, 2020 and 2015
respectivaly. Amorization of debt Issuance cost amounted to PEE.S milfion in 2021,
P27.8 million in 2020 and P10.1 million in 2019.

Information about the Company's exposures to interest rate risk and liquidity risk are
dizsclosed in Mote 27 o the financial stalements.
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As of December 31, 2021, the annual maturities of long-term debt are as follows:

Amartization

of Dekbt
Year Gross Amouni  |ssuance Cost Mat
2022 P2,087 083 F11, 769 2075314
2023 1,118,333 7.3249 1,111,004
2024 1.6594,250 B 486 1,681,764
2025 1,326 657 3,602 1,323,165
2025 1,041 6587 1,258 1,040,409
7,265,000 F33, 344 P7.231,B56

Recenciliation of Opening and Closing Balances of Total Bank Debt

Accrued

Bank Debt Interest Total

Balance, December 31, 2020 P7.512.500 F13,895 P7.526, 385
Froceads = short term 10,350,000 - 10,350,000
Proceeds - long term 4,750,000 - 4,750,000
Interest expense 2,281 270,423 272,704

Payment of;
Principal - short term (10,700,000) = (10,700,000)
Principal - long tarm (4,647 500) - {4,647, 500)
Interest = (271,868) {271,B68)
Dbt issuance cost (35,625} - (35.625)
Balance, December 31, 2021 P7,231 656 P12.450 P7,244 106
13. Income Taxes
The componeants of the income fax expense are as follows;

2021 2020 2019

Current tax expense PE4,653 Pi01,185 Pi&s 043

Deferred tax expense (benefit)

from erigination and reversal

of tempeorary differences and
__others {56,7086) (323,330) (71,021)

Pa,847 (P222 145) P117 922

The datails of the net defarred tax assels and Babiliies are as follows:

!"':"F]""'* E:r Decambar 2, H011
Pamrcy gl Fwcogaised I Cifany ClelearTodt
Cmcember M, inFrofil  Compresmesie T faerres Taz
FEE Fir] af Liss |rrziaTn Msi  Tau fiscale iahiiims
Pt el Lacaf) andiny PIAT 840 PE, TR0 PIta0d  PIeAAET L Pl
ARl or IMcedTmed logeny on Bl
i Caiba s, ieenAones and ahas 0,002 ‘Iﬂ.-llﬁ - 18T A4 AT, & :
BCEke g ISR AT LR " ] " [T 0]
. piwnt anel mqeipmant - nel AL T 1Aan8 L [RELE ] o |134,153)
m IBAE T = LT 202017 |
LT 104,108 4,140 - 147,384 (L] 2
Tin Easels (WD b Do S o [ThA1E RA,TED 3T, 80, 218) AI3 04T |83, 18|
Bl 4F of vami : - - i {35 88T R A
Wi fna maanty s e Lt ERET] PEETIE [PIT R (PED ) PART, 481 [P24T ATY)
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Defarred tax expanse relating to remeasurements of nel defined benefit Fability
recagnized in other comprehensive income amourted to P37.0 million, PS5.6 million,
and P51.3 million, in 2021, 2020 and 2019, respectivehy.

In 2021, the Company has incurred MCIT amounting to P48.2 millicn, which the
Company would ba able to recover until 2024,

In 2020, the Company has incurred NOLCO and MCIT amounting to PE34 million
and P101.2 million, respeciively in which the Company would be able to recover unkil
2028 and 2023, respectively.

The Company reviews tha camying amounts of deferred tax assets at each reporting
date and reduces the deferred tax assels to the axtant that it is no longear probable
that sufficient taxabde profit will be available to allow all or part of the deferred tax
assets to be utilized, The Company also reviews the expecied timing and tax rates
upon reversal of temporary differences and adjusts the impact of deferred fax
accordingly. The Company’s assessment on the recognition of deferred tax assels is
basad on the foracastad taxabla income of the subsequant reporting periods. This
forecast Is based on the Company's past results and future expectations on
revenues and expenses,

The Company has no unrecognized deferted tax assels as at December 31, 2021
and 2020.

The reconcifiation of the income tax expense computed at the statuiory income fax
rate to the income tax expense shown in the statements of profit or loss and other
comprehensive income {loss) iz a3 Taliows:

2021 2020 2018
Profit (loss) before tax P226,835 (P721,308) P4 16,648
Tax rate at statutory rate (2021-
25%; 2020 and 2019 - ED%} P58 4519 I:F'E‘I E,EEFE} P124 584
Additien to (reductions in)
income tax resulting from the
tax effects of;
Mondeductible expenses and
othears 41 285 178
Equity in nat eamings of
essociates {2,356) (5.347) (B.818B)
Interast income subjacted to
final tax {163) (B20) (4325
Impact of CREATE Law (45,034)
PB,047 (P222, 145) F117,022
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Income tax expensa (benefit) iz distributed in the statement of profit or loss as
follows: .

Note 2021 2020 20149
Continuing operations P8 947 (P222 302} P208,238
Discontinued
operations 26 - 167 {90,318}
FB.24T [F222,145) P117 522
EBayanihan grAs

On Seplamber 30, 2020, the BIR issued Revenue Regulations Mo, 25-2020
implementing Section 4(bbbb) of "Bayanihan to Eecover As One Act” which states
that the NOLCO incurred for taxable years 2020 and 2021 can be camied aver and
claimed as a deduction from gross income for the next five (5) consecutive taxable
vears immediately following the year of such loss,

Enaciment of Corporale Recovery and Tax Incentives for Enterprises (CEEATE] Aot
On March 28, 2021, the Prasident of the Philippines has approved the Republic Act
(RA) Mo, 11534, ar the *Corporate Recovery and Tax Incentives for Emerprises Act’
[CREATE), with nine {8} provisians veloed by the President Below are the salieni
featuras of the Act that ara relevant 1o the Company;

a. Corporate income tax rate is reduced fram 30% to 20% for domastic corporations
with net taxable income not exceeding PS5 millon and with tolel asseis not
exeseding P100 milllon. All other domestic corporations and resident foreign
corporations will be subject to 25% income tax. Said reductions are effectve
July 1, 2020,

b. Minimum coerporate income tax (MCIT) rate is reduced from 2% fo 1% effective
July 1, 2020 to June 30, 2023

¢. The impositicn of impropery accumulated earings tax has been repaaled.

On Aprl 8, 2021, the Bureau of Internal Revenue (BIR) issved the foliowing
implementing revenue regulstions (RR) that are effective immediately upon
publication;

« BIR RR Mo 2-2021, Amending Cerdaln Provisions of Revenue Reguwlalions
No. 2-88 As Amended, lo Implement the Amendments introduced by Repubiic
Act No, 11534, or the "Comporale Recovery and Tax ncentives for Enfemprises
Act” {CREATE), to the National Revenus Coda of 1937, as Amended, Relative to
the Final Tax on Cenaln Fassive Income,

=  EBIR RR No. 3-2021, Rirtes and Regwations implementing Section 3 of Republic
Acl (RA). No. 11534, Otherwisa Known as the "Corporate Recovery and Tax
Incentives for Enterprises Act' or "CREATE", Amending Section 20 of the
Natiora! Infernal Revenue Code of 1897, As Amended;

= BIR RR Mo, 42021, Implementing the Provisions on Value-8dded Tax (VAT)
and Percentage Tex Under Republic Act (RA) No. 11634, Otherwise Known as
the "Corporate Recovery and Tax incenlives for Enterpriszes Act” ([CREATE)
Which Further Amended the Nalional Revenuve Code of 18897, as Amended, a5
Implemented by Revenue Reguwalions (RR) No. 16-2005 (Consolidated Valve-
Added Tax Reguiations of 2005), As Amendad;
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= BIR RR No. 52021, 'mplemanting the New income Tax Rafes on the Regulsr
fncaome of Corporalions, on Cerain Passive incomes, incliding  Addiiona!
Allowehle Deduclions from Gross income of Fersons Engaged in Business or
Practice of Profession Pursuant to Republic Act (RA) Ne. 11534 or the
“Corporate Recovery and Tax lncentives for Enterprisas Act” (CREATE), Which
Further Amended the National Revenue Caode (MIRC) of 1957

1:&. I‘.'Jnl'-]'na-l:i Benefit Plan

The Company has a funded, noncontributery, final salary defined beneft plan
covering substantially all of s regular and full time employees. The Company has a
Retirement Committee, which is composed mainly of the Company's employees, that
sets the policies for the plan and has appeinted two Philippine banks as trustees o
manage the retirement fund pursuant fo the plan. Annual cost is determined by a
qualified actuary using the projected unif credit method. The latest actuarial valuation
was made on December 31, 2021.

Under the exizting regulatory framework, Republic Act 7841, "The Relirement Pay
Law ™ a company is required to provide retirement pay to qualified private seclor
employees in the absence of any refirement pian in the entity, provided, however,
that the employee's retirement benefits under collective bangaining and cther
agreement shall not be less than those provided for under the law. The law does rict
require minimurm funding of the plan,

The determination of the Company's net defined benefit lability and retirement cost
i dependent on the selection of certain assumptions used by the sctuary in
calculating such amounis, Remeasursments of the net defined benefit liability are
recognized in other comprehensive income and comprise actuarial gains and losses
on the net defined benefit liabiity, return on plan assets and any change in the effect
of asset ceiling, excduding smounts included in the net interest on the net defined
banefit liability.

The following table shows reconcilistion from the opening balances to the dosing
balances for net defined benefit labiity and its components:

Fair Walue af HMet Defined Benalit
a0 Plar Assets Liakdity
Fqiry sy Fairil 20251 031 raz
_ Bgance at Januany | FA 588,738 POTTONE  |PAZTEA3)  (PI146E0  P10EEBIT Pz 843
Incimded in Pralif or Loz
Causrend sendce cost 00,174 ad.are - - 108,174 BS.ET
Inlpres expenss 44,431 Al 164 - - A, 431 £ 154
Intzmsi ingome . . (¥ Junp {8, BES (¥, 360 Pakaz2h]
153 808 134,043 {7,360} |B.BEZ 145,345 126 181
Remaassrerenis loss {gain)
Actuarial loss jgaing
- Tnandial assumptons |410,860] 185, 504 . - (A IR0} BT B
- mperencn adusiment 16,880 0T 2 " - 1@ 440 0,877
Aetum cn pian asasis
pachusing inlemst income : — i, ke (5353 5204 |6.258)
(2d, 000} 150 B0 ] (& 2520 [AE T 1 1A B
Otnery
Conrbuticns paid [38, D0 (72,000) |38,008) (72,000
Benafes paid deectly by
tne Compary {33260 {32 400) - - {23,528 [22,40)
[ UL IE— -] {7 Al BEZ 73983 - :
(B4, 533 {108,332 4,662 a2 3R] [ 101, 40T
Balance at Decenbar 11 U, DE0 e Fr 848 r3 (Fy2a,rin) [F1avatdy P1,139,558  F1.068,827
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The curment portion of defined benefit fability (included under “Accounts payabla and
accrued expenses” account in the statements of financial position) amounied fo
P28.0 million as al December 31, 2021 and 2020, respectively, while the nencumrent
portion (included under "Other noncumrent liabiliies” account in the statemenis of
financial position) amounted to F1,041 million and PE68.9 million as at December 31,
2021 and 2020, respectively.

Retirement cost is allocated between "Cost of goods sold® account in the statemants
of profit or loss and other comprehensive income (loss), which amounied to
P&.3 millicn, P&.8 million and PE.1 million for the years ended December 31, 2021,
2020, and 2018, respeciively, and "Operating expenses" account in the statements
of profit or loss and other comprehenzive income (loss), which amounied to
P135.9 milllon, P116.6 milllon and P107.6 million for the vears ended Decamber 31,
2021, 2020 and 2019, respactively (zee Motes 17, 18, 15 and 21).

As at December 31, 2021 and 2020, the presemt valuz of DBO amounting 1o
P1.064 milllon and P1,196.7 million, respectively, pertzins to active membars.

Principal actuarial assumptons used in defermining retirement cost &t reporting dale
{axprassed as weighted averages) are as follows;

2021 2020
Discount rate 6.00% 3.75%
Rate of future salary increase 6.00% 5.00%
Flan assets at December 31 comprised:
2021 2020
Cash end cash equivalents P8,186 Pa.435
Dabt securites:
Invesiment in government securities 102 644 109 573
Invesiment in debt securities 6,623 6,608
109,267 116,181
Investment in eguily securities”
Food and drink 2,927 2,B65
Holding Company 330 330
3,257 3,185
Cthers . 8,436
Tatal P120,710 P136.248

“incluckes imvestment in NAC anourding 1o PR30 thousand

Debt and equity instruments have quoted prices in active markets. All government
bonds and securities are ssusd by the Philippine govermment, which are rated
"BBB+" by Standard and Poor's Financial Services.

Other financial assets held by the Flan ara pimarily receivables and payables,



Maturity analysis of the benefit payments:

Expected Benefit
Dwuring the Year Ending December 31 Paymenis
2021 P23,672
2022 55,864
2023 66,355
2024 30,663
2025 76,782
2026 Wrough December 31, 2030 572,344

Sansitivity Analysiz

Reasonably possible changes at the reporting date (o one of the relevant actuarial
assumptions, holding other assumptions constant, would have affected DBEQ by the
amounts shown below:

Sensitivity Effect on
2021 Analysis DEQ
Discount rate B.00% 1.00% increase -11.11%
Discount rate 4.00% 1.00% decrease 13.28%
Rate of salary increase 7.00% 1.00% Increasa 13.01%
Rate of salary increase 5.00% 1.00% decrease -11.11%

Sensitivity Effect on
202D Analysis DBO
Discount rate 4. 75% 1.00% increase -11.61%
Digcouni rate 2.75% 1.00% decrease 13.898%
Rate of salary increase 6.00% 1.00% increase 13.85%
Rate of salary increase 4.00% 1.00% decrease -11.58%

Ag at Decamber 31, 2021 and 2020, the weighted-average durgtion of the DBEQ is
12.21 years and 13.33 years, respectively,

Thesa defined benefit plans expose the Company to actuarial risks, such as
lengevity rizk, Interest rate risk, ard market {investment) risk,

Tha Retirement Committee reviews the evel of funding required far the retirement
fund. Such a review includes the asset-liability matching (ALM) strategy and
investment risk management palicy. The Company's ALM objective |s o malch
maturities of the plan assets to the refirement banafit obligation as they fall due. The
Company monitors how the duration and expected yield of the investments are
matching the expected cash outflows arising from the retirement benefit obligations.

The Company's expected confribution to the plan for the year 2021 Is PES million.
Any future contribution to the plan is determined taking into account the cash flow
and financizl condition as at the date of intended conirlbution, as well as other
factars &3 the Company may consider relevant

The Company’s funding poficy is to canfribute to the Plan's fund as required under
actuarial principles to maintain the fund balance in sound cendition, In addition, the
Company resenves the right to discontinue, suspend or change the rate and amount
of the contributions to the fund at any time due to the business necessity or
economic conditions,
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45. Share Capital

Capital stock consists ot

¥ears Endod Decombar 34
21 o] ]
Shares Amsouni Grores Amaunk Sherms Arrinun

par valua per sham 5000000000 P7TS0000 2 S000D000CC0 FYSO0000  SCO00000C0CE  PYSO,000

baginnirgrand of yaar 3,683, TTL2TH P54, EE LE83, TTLZTE s LR A0EATFIZTE  Pid.On0

On January 21, 2008, the Company obtained a certificate of parmit to offer sacurities
for sala issued by the SEC consisting of 3,883.772,273 common shares with a
maximum offer price of P3.50 per share.

On February 1, 2008, the Company's initial public offering of 1,142 348 880 shares
at P3.50 per share culminated with the listing and freding of its shares of stack under
the First Board of the PSE, Ing, Of the fotal shares offered, 380,782 853 shares
pertain to the primary offering, which resufted in &n increese in capital stock
amouniing to PEF.0 million and additional paid-in capital of P1.2 hillion, net of
F138.0 million transaction cost that is accounied for as a reduction in equity.

The Company has approsamately 812 and 558 holders of common eguity secunties
as &t December 31, 2021 and 2020, respectively, based on the number of 2ccounts
registered with the Stock Transfer Agent The PCD Nomines Caorparation (Filipino)
and (Mon-Filiping) were considared as twao holders.

On December 11, 2019, the Company received a Tender Offer Report from Lotie
Chilsung Beverage Co. Ltd. to acquire up to 2,134,381,838 comman shares of the
Company through a tender offer to all sharaholders other than Lotte Corporation and
the members of the BOD with respect o their qualifying commaon shares and the
officers of the Company.

On June 17, 2020, Lotte Chilsung Beverage Co. Lid has competed its tender ofier
which effectively increase its cwnership to the Company by 30.7%

On September 9, 2020, the Company's BOD appraved the voluntary agelisting of the
Commen shares of the Company with the PSE.

Lotte Chilsung Beverage Co. Ltd. ("Lotte Chilsung™) filed a Tender Offer Report and
Amended Tender Cffer Report with the Securities and Exchange Commission (SEC)
and the PSE on Septembear 15, 2020 and October 13, 2020, respectively, for the
remaining shares owned by he public.

On December 1, 2020 the Company received information from Lotte Chilsung that it
has comgpleted its tender offer and has acquired additional .01% of the sharas of the

Company.

On December 18, 2020, the Board of the PSE has approved the Company's
application of itz delistment with the PSE.
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Capital Management

The Company's objectives when managing capital are to increase the value of
shareholders' investiment and maintain reasonable growth by applying free cash fiow
to safective investments that would further the Company's product and geographic
diversification. The Company sets stralegies with the objective of establishing a
versatile and resourceful financial management and capital structure,

The Chief Financial Officer has overall respensibility for the monitoring of capital in
proportion o risk. Profiles for capital ratios are set in the light of changes in the
Company's external enviranment and the risks underlying the Company's business
operations and industry.

The Company maintains its use of capltal structure using a debt-to-equity ratio which
is gross debt divided by equity. The Campany includes within gross debt all Interast-
bearing loans and borrowings, while the Company defines equity as total equity
shown in the statements of financial position.

There were no changes in the Company’s approach lo capital management during
the year. The Company is subject to debt covenants relating to its long-term debt
[sea Note 12)

The Company’s debt to equity ratio as at reporting dates is as follows:

2021 2020
(a) Dabt* P7,231,656 P7,512,600
(b) Total equity PE, 707,696 P8,513,537
Cebt to equity ratio (af) 0.83:1 0.88:1

* Pertaing o bank debts

16. Retained Earnings

On June 20, 2019, the Company's BOD approved the declaration of cash dividends
amounting to P162.5 million or P0.044 per share to all stockholders on record as of
July 16, 2018 @nd was pald on August 8, 2019, The Company obtained the consants
from its lenders prior to declaring dividends in 2018,

As al December 31, 2021, the Company has retained eamings of P6.987 632
(as adjusted per Revised Securities Regulation Code Rule 88), and share capital of
P1,751,435, The Company has a dividend policy to declare dividends to
stockhaolders of record, which are pald out of its unrestricted retained eamings. Any
future dividends it pays will be at the discretion of the BOD after taking into account
the following: the Company’s eamings; cash flows: financial position; loan covenants;
capital and operating progress (sea Mote 8), and other factors as the BOD may
consider relevant, Subject to the foregoing, the policy is to pay up to 50% of the
annual profit as dividends. In addition, the Company must obltain prior writien
consent from its lenders before it can declare or pay any cash dividends or redeem
o repurchase any outstanding share or make any capital or asset distribution to its
stockholders {see Mole 12).
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Under the Rewvised Corporation Code of the Philippines, stock corporations ars
pratibited from retaining surplus profits in excess of one hundred percent (100%) of
their paid-in capital stock, except

= When justified by definite corporate expansion prajects or programs approved by
the Baard of Directars;

*  ‘When the Carporation s prohibited under any loan agreemeant with any financial
instituticn or creditor, whether local or foreign, from declaring dividends without
its consent, and such consent has not yet been secured; or

* When it can be clearly shown that such retention is necessary under special
gircumstances, such as when there is & need for reserve for probable
cantingencies.

As at December 31, 2021, the Company has no appropriation over the excess
retained eamings,

17. Cost of Goods Sold

Cost of goods sold consists of;

Mofa 2021 2020 2018

Materas and suppikes
used, and taxes 6, 24 P22,300,421 P20452 549 P21.841 889

Dapraciation and

amaortization i, 8 10, 20, 28 1816219 1,207,340 2,111,284
Delivery and fresght 1,222,074 i.070,583 2,150,294
Personnel expenses 74, 21 276,658 B7E, 37 B17185
Rental and utllites 24 21,844 23,572 404 5253
Drhers BT 641 1, 216677 1084 812
P26,493 8B40 F25.437 108 F2B.370. 170

The "Cthers” socount includes repairs and maintenance, oulside services and other
various items of manufacturing overhead which are individually insignificant,

18, Selling and Distribution

Selling and distribution expenses consist of

MNota 2021 2020 2018
Dristribution 1,313,267 P1. 142,154 P1.014,5584
Delivery and freight 1,335,813 1236115 1,022 811
Personnel expensas 14, 21 670,735 545,714 671,358
Deprecation and
amorizalian & &8 16 28 28 435 TaT 537 288 554 712
Rental and wlilibes 28 88, T4 187,107 180,285
Sales commission 170,461 181,840 150,994
Taxes 142,108 138,520 150,698
ihars 58 164,404 2B7 211 332,358
P4,391 272 P4 53538,047 P4.0B5,665

Tha "Others” account includes impairment losses on recelvables and unusable
containars, and varous individually insignificant tems.



19. General and Administrative

General and administrative expenses congist of;

Nate 2021 2020 2015
Personnel expanses 74, 21 PEBE 485 P54T 405 PEBE 490
Outside sarvices 48,763 42 815 220314
Fenlal and utilites 28 52,583 81,886 108,992
Depreciation 8 10 20, 28 73,247 55,867 61,303
Others 244,001 250,147 133513
P1,1056,069 POTA, 124 F1.210612
The “Others” account includes other items that are individually immateral,
20. Depreciation and Amortization
Depreciation and amordization ara distributed as follows:
Note 2021 2020 2019
Cosl of goods sald 17 P1,816.219 P4.207, 340 P2111,284
Selling and distibution 18 495 767 537 285 864,712
General and
adminisirative 18 T3.24T b5.887 51,303
P2,285,233 F1,800,453 P2,737,2949
21. Personnel Expenses
Personnel expenses consist of;
Note 2021 2020 2018
Salaries and wages P1,488,634 1,645,285 P1,850.290
Fetirarment cost 14 146,244 125,181 115,753
P1,633.878 P1.771 466 P1,875,043
Thee above amounts are distributed as follows:
Note 2029 2020 2019
Cost of goods sold 7 P276, 658 FS78,347 PE17,195
Selling and distribution 78 670,735 B46 714 671,358
Ganeral and adminisirative 78 6EB6.485 547 405 GEG, 400
P1,633,.878 1,771,466 1,975,043
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22, Basic/Diluted Earnings Per Share

Basic EFS iz computed as follows:;

2021 2020 2018
Profit {loss) for the year
atiributable to equity holders
of the Company (a) P216,888 (P499,051) PZ58,726

Mumber of issued shares at
beginning and end of year

3,693, 772,27T9 3,693,774.279 3683,7/72.270

Number waighted average
number of shares
outstanding (b)

4,693, 77227T9 3693772279 369377279

Basic/diluted EPE (afh)

P0.06 (PO, 14} PO.08

As al December 31, 2021, 2020
instruments

SR

and 2019, the Company has na dilutive equity

Related party relationship exists when one party has ability to control, directly or
indirecily, through one or more intermadiaries, the other parly or exercise significant
infiuence over the other party in making the financial and operating decisions. Such
relationship also exisls between andfor among entities which are under common
control with the reporting enterprises, or between andior among the reporting
enterprises and their key management personnel, directors, or its stockholders.

Related party transactions are shown under the appropriate accounts in the finrancial

statements as fallows;
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The abave outstanding balances of due from related parties are unsecured and
expacted to ba settled in cash. No impalrment lossas have bean recognized in 2021
and 2020 in respect of amounts of due from relaled parties as these are considerad
to be collectible,

The Company has significant refated party transactions which are summarized as
follows:

a. The Company purchased finished goods from Lotte Chilsung Beverage Ca., Lid.
a major stockholder. Total purchaseas for the years ended Decamber 31, 2021.
2020 and 2019 amounted to nil P3.28 million and PT.T million, respectivaly.

b. The Company |leases parcels of land where some of Its bottling plants are
located. Rental expenses recognized under *Cost of goods sold” and *Operating
expenses” accounts in the statements of profit or loss and other comprehensive
income (loss) amounted to P28.8 million for the year ended December 31, 2018
Amortization expense for the right-of-use asset for the leased parcels of lands
where recognized under "Cost of goods sold” and “Operating expenses’
accounis in the siatements of profit or loss and other comprenensive incomea
{loss) amounted P15.2 million for the vears ended Decembar 31, 2021 and 2020
The Company has advances to NRT amounting to P38.0 million as at
December 31, 2021, which bear interest at a fixed rate of 10% per annum and
which are unsecured and collectible on demand, The related interest income
amourting to P3.E million each for the years ended December 31, 2021, 2020
and 2018 is racognized as part of "Other Income - nat” under “Finance and athar
income (expenses)” account in the siatements of profit or loss and other
comprehensive income ({lass), The Company alsc has outstanding net
racaivables from MREC amounting to P467.19 milion and P46424 as at
December 31, 2021 and 2020, respectively, which are unsecured and collectible
on dermand, The advances and receivablas are included under *Due from related
parties” account in the statements of financial position.

c. The Company has outstanding working capital advances to MHC, an asscciate,
amaunting to P3.8 million as at December 31, 2021 and 2020, and which are
unsecured and collectible on demand. The advances are Included under "Due
frarm related parlies” account in the statements of financial position.

d. In addition to thelr salaries, the Company siso provides non-cash benefits to key
management personnel and contributes 1o a defined benefit plan an their behalf,
There are no agreements between the Compeny and any of its directars and key
officers providing for benefits upon termination of employment, except far such
benefits for which they may be entitied under the Company's retiremeant plan.

Transachions with the Defined Banafif Flan
The Compamy's retirement fund is baing heid in trust by trustee banks.

As at December 31, 2021 and 2020, the fair value of the retirement fund amounted
to P120.7 million and P127.8 million, respectively, The retiremeant fund consists of
government and debt securities, equities and other items such as cash and cash
equivalents, receivables and payables, which accounted for 81%, 3%, 7%, and 0%
of pian -assets. respectively in 2021 and 90%, Vi, 2%, and 1% of plan aszets,
respectively in 2020 (see Note 14} The retirement plan has no investments in the
Company or any receivables from the Company

The Company made contribufions to the relirement fund amounting o P3&.0 million
and PT2.0 million in 2021 and 2020, respectively.
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24, Significant Agreemeants
The Company has exclusive botlling agreement and other transactions which are
summarnzed below;

a. The Company has Exclusive Bottling Agreements with PepsiCa, Inc. [PepsiCo),
the ultimate parent of Quaker Global Invesiments BV, a shareholder, up {o year
2029 and Pepsi Lipton Inlemalional Limited (Pepsi Lipton), a joint ventura of
PepsiCo and Unilever NV., up to wear 2029. Under the agreements, the
Company |8 autharized to botie, sell and distribute PepsiCo and Pepsi Lipton
beverage producta in the Philippines. In addition, Pepsilo and Pepsi Lipton shall
supply the Company with the main raw malerials (concentrates) in the production
of these beversge produciz and share in the funding of certain markefing
programs. The agreements may be renewed by mutual agreemeant betwesn the
parties. Under the agreements, PepsiCo and Peps! Lipton have the right 1o
terminate the contracts under certain conditions, including failure to comply with
terms and conditions of the agreement subject to writben notice and rectification
period, change of owmership control of the Company, change of ownership
contral of an entity which confrols the Company, disconfinuance of boitling
beverages for 30 consecutive days, ooccurrence of cerain events leading o the
Company's insalvency or bankruptcy, change in management and control of the
business, among others. Purchases made from PepsiCo Is made mainly thru
Concenirate Manufacturing (Singapora) FTE Ltd. (CMSPL). Total nat purchases
from CMSPL amounted to P5.9 billion and P53 billion for the years ended
December 31, 2021 and 2020, The Company's outstanding payable to CMSPL
{included under “Accounts payable and accrued expenses’ account in the
slatements of financial position) as at Decamber 31, 2021 and 2020 amounted fo
FP845.4 million and P1.4 hillion, respectively. Total purchases from Pepsi Lipton
amountad to P31.4 million, PB2.5 million and P5S6.4 millien for the years ended
December 31, 2021, 2020 and 2018, respectvely. The Company's outstanding
payable to Pepsi Lipton (included under “Accounts pavable and accrued
axpenses” account in the siatements of financial position) amounted o
P9.8 million and nil a5 at December 31, 2021 and 2020, respactively

b. The Company has cooperative advertising and marketing programs with
PepsiCo and FPapsi Lipton thre CMSPL that seis forth the agreed adverdising and
marketing activities and participation arrangement during the years covered by
the botlling agresments. In certain instances, the Company pays for the said
expenses and claims reimbursements from PepsiCo thru CMSPL, The Company
incurred markeling expenses amounting to P335.7 milion, P357.B milkon,
P477.0 million and PEEE.1 million for the yvears ended December 31, 2021, 2020,
and 2019, respectively. The Company's ouistanding receivable from CMSPL
included under "Receivables” account in the statements of financial posstion,
which ara unsecured and are payable on demand, amounied to P244.0 million
and P439.1 million as at December 31, 2021 and 2020, respectively,

g¢. Tha Company entered into an agreement with PepsiCo to meet certain
marketing and investment levels, as required by the botiing agreameant with
PepsiCao. The agreement requires the Company to, among others,: (1) spend or
invest a specified amount to maintain sufficient containers, bottles and shells of
the beverage products; (2) maintgin certain minimum annual manufacturing
capacity and sufficient warehouse capacity to me=i peak demand for beverage
products; (3} invest ina minimum number of coolers and fountain equipmeant per
year to support distibution expansion; and (4) expand the Company's
distribution capabiities in terms of the number of active routes, the number of
naw routes and the number of trucks used for distribution suppor.



25. Revenue Disaggregation

F

(Amounts in Millions) 2021 2020 _2018
Carbonated Soft Drink P2z,%82 F23.265 P26.215
_Mon Carbonated Beverage 9,790 7.274 8.970
Paz,782 P30, 642 P35,188

26, Discontinued Operations

In September 2015, the Company's BOD approved the closure of its snacks
production line and to inifiate negeliations for the discontinuation of the locally-made
Cheetos with PepsiCeo, o focus on and sfrengthen the Company's core business
lines. Consequently, the Company has classified the assets related to the disposal
group as asset held for sale with & net carrying amount of P4531.4 millian.

Total write-down to nef realizable amount cof the disposal group amounting to
P187 milfion,

In December 2018, the Company hes identified certain assets within the disposal
group that would still be ussed for the Company's curmrent operation which was
reclassified as part of "Property, plant & equipment” with & net carmying amount of
P187.0 million,

During October 2021 the Company has complated the process of salling the asset
heid for sale.

As at December 31, 2021 and 2020, the carrying amount of the ssset held for sale
amoaunted to P128.4 million.

Results of discontinued operations for 2020 and 2015 are as follows:

2020 2019
Met sales Pz Bag Pa1.880
Cost and expenses 2.513 140,135
Resufts from operaling
activities ars (108,174)
Jthar Income (expenses) 148 (192 B78)
Frofit or loss before tax 523 (304,054)
_Income tax benefit {(sxpense) . _{157) 90,316
Profit or loss fram discontinuead
oparatians P366 (F210,738)
Basic/Diluted loas per share F0.00 (PO.06)

Cashflows from (absorbed by) operating activites amounted to FO.3 million,
P53.4 million, and (F35.3 million), in the yaars ended December 31, 2020, 20149, and
2018, respectively, Cashflows used in investing activities amounted to P12.0 million
and P163.4 million in the years ended Decamber 31, 2018 and 2017, respaciivedy.
There was no allocated cash fiows from investing actvites for tha period ended,
December 31, 2021 and 2020.
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27. Financial Risk Management and Financial Instrumenis

Classifying Financial Instruments

The Company exercises judgments In classifying a financial instrument, or its
component parts, on initial recognition as either & finencial esset, a financial liability
or &n equlty instrument In accordance with the substance of the coniractual
arrangement and the definition of a financial asset, a financial lizbility or an equity
instrument, The substance of a financial instrument, rather than its legal form,
gaovemns its classification in the statements of financial pasition.

Finarcial Risk Managemeant

Chveriew

The Company has exposure to the follawing risks from its wse of financial
instruments;

»  Credit Risk
v Liguidity Risk
s«  Market Risk

This note presents information about the Company's exposure to each of the above
risks, the Company's objectives, policies and processes for measuring and
managing risks.

The main purpose of the Company's dealings in financial instrumeants is to fund its
operations and capital expenditures.

Risk Managermean! Framework

The BOD of the Company has oversll responsibility for the establishment and
oversight of the Company's risk management framewark. The Company’'s BOD has
established the Executive Committee (EXCOM), which is responsible for daveloping
and monitaring the Company's risk management policies. The EXCOM Identifies all

issuas affecting the operations of the Company and reports regularly to the
Company’s BOD on ils activities,

The Company’s risk management policies are established to identify and analyze the
risks faced by the Company, lo set appropriate risk limits and controls, and to
monitar risks and adherence o limits. Risk management policies and systems are
reviewad regularly to reflect changes in marke! conditions and the Company's
activiies. The Company, through s treining and management standards and
procedures, gims o develop a discipiined and constructive control envirenment in
which all employees understand their roles and obligations.

The Company has an Audit Committiea, which parforms cversight over financial
management and Intarnal control, specifically In the areas of managing credit,
liquidity, market and other risks of the Company. The Company's Audit Commitiee is
assisted In the oversighl role by the Intemal Audit (1A). The Companys 1A
undertakes both regutar and ad hoc reviews of risk management controls and
procedures, the results of which are reparted to the Audit Committes,

There were no changss in the Company’s objeclives, policies and processes for
managing the risk and the methods used fo measure the risk from previcus year,
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Credit Risk

Credit risk represents the risk of loss the Company woulkd incur i credit cusiomers
and counterparties fail to perform their contractusl obligations. The Company’s credit
risk arises principally from the Company's cash in banks, receivables and due from
related parties,

Expasure to Cradi Risk

The carrying emounts of the financial assels represent the Company's maximum
credit exposure before effect of any collatersl and any master netting agreements.
The maximum exposure to credit risk as &t December 31 is as follows:

Nafe 2021 220
Cash in banks 4 P456,659 F408 985
Receivables - net 3 2,131,974 1,963,845
Due from related parties 23 508,983 507,984
Total credit exposure 3,096,826 P2,880914

The Company has a Plant Credit Committaa (PCC) for each of the plant. The PCC
has established & credit policy under which sach new customer is analyzed
individually for creditworthiness before standard credit terms and conditions are
granted, The PCC's review includes the requirements of updated credit application
documents, credit verifications through cenfirmation that there are na credit violations
and that the account is not included in the negative list (list of blackiisted customers),
and analyses of financial peformance fo ensure credit capacity. Gredit limits are
astablished for each customer, which serve as the maximum open amaunt at which
they are allowed to purchase on credil, provided that credit terms and conditions are
observed.

The eredit imit and slatus of each customer's account are first checked before
processing a credit transaclion. Customers thal fall to meet the Company's

conditions in the credit checking pracess may transact with the Company only on
cash basis.

Most of the Company's customers have been transacting with the Company for
several vears, and losses have cccurred from fime fo fime. Customer credit risks ane
manitored through annual credil reviews conducted on a per plant basis. Results of
cradil reviews are grouped and summarized according fo credit characteristics, such
at geographic location, aging profile and credit viclations, Historically, credit
violations have been altributable to bounced checks, denied end absconded credit
accounts, Receivables from these customers are considered by the Company o bea
impairad.

It is the Company's policy to enter into transactions with a diversity of craditwarthy
parties ta mitigate any significant concentration of credit risk,

Caollaterals are reguired from customers for credit limit applications thal excead
certain threshelds. The Company has policies for acceptable collateral securities that
may be presented upon submission of credit applications, Caollaterals include bank
guarantess, time deposits, surety bonds, real estate andior chattel morlgages, The
aggregate falr market value of these collatera! securifies amounted to P220.6 million
P265.5 milion as at December 31, 2021 and 2020, respectively. Total amount of
recelvables that have coflateral amounted to F184 .8 million as at Decembar 3