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NOTICE OF ANNUAL STOCKHOLDERS’ MEETING

TO: ALL STOCKHOLDERS

NOTICE is hereby given that there will be an annual meeting of the stockholders of Crown Asia
Chemicals Corporation (the “Company”) on 18 June 2021 (Friday) at 3:00 p.m., to consider the
following:

AGENDA

Call to Order

Proof of Notice of Meeting

Certification of Quorum

Approval of the Minutes of the Previous Meeting of Stockholders held on 09 July 2020
Approval of 2020 Operations and Results

Ratification of all Acts of the Board of Directors and Management from the date of the last
Annual Stockholders’ Meeting to the date of this meeting

Election of Directors for 2021 to 2022

Appointment of External Auditors

Other Matters

0. Adjournment
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In light of the COVID-19 global pandemic and government’s continuing regulations limiting mobility and
mass gatherings, the meeting will be conducted virtually, and can be accessed at the link which will be
provided to stockholders after successful registration.

Attached are the rationales for the above agenda items for reference.

In accordance with the rules of the Philippine Stock Exchange (PSE), the close of business on 14 April
2021 has been fixed as the record date for the determination of the stockholders entitled to notice of, and
vote, at said meeting and any adjournment thereof.

Stockholders may attend the meeting and/or cast their vote in absentia by registering via e-mail at
corporatesecretary@crownpvc.com.ph on or before 5:00 p.m. on 8 June 2021. Upon verification of
their registration credentials, an e-mail from the Corporation will be sent containing instructions on how
the registered online participants may access and watch the livestream of the annual stockholders’
meeting and/or cast their votes on matters to be taken up during the meeting using the e-voting platform
to be set up for the purpose. The e-voting platform will be accessible until 10:00.am of 18 June 2021.
Participants may send in questions or comments via e-mail. Please see attached Guidelines for
Participating via Remote Communication and Voting in Absentia.

Stockholders may also send their duly accomplished proxies to the Office of the Corporate Secretary at
2704 East Tower, Philippine Stock Exchange Centre, Ortigas Center, Pasig City or via electronic copy by
sending an e-mail to corporatesecretary@crownpvc.com.ph on or before 5:00 p.m. on 08 June 2021.
For corporate stockholders, the proxies should be accompanied by a Secretary’s Certification on the
appointment of the corporation’s authorized signatory.

Validation of proxies is set on 09 June 2021. The votes already cast using the e-voting platform by that
time will also be tallied on said date

Quezon City, Metro Manila, 14 May 2021.

ASON-C. NALUPTA
Zorporate Secretary



RATIONALE FOR AGENDA ITEMS:

Agenda ltem No. 4. Approval of the Minutes of the Previous Meeting of
Stockholders held on 09 July 2020

A copy of the Minutes of the 09 July 2020 Annual Stockholders’ Meeting is
available at the Corporation’s website at
http://crownpvc.com.ph/pdfupload/ CROWN%20ASIA 2020%20ASM%20MINU
TES.pdf . Stockholders will be asked to approve the Minutes of the 2020
Annual Stockholders’ Meeting.

Agenda ltem No. 5.  Approval of 2020 Operations and Results

A report on the highlights of the performance of the Company for the year
ended 2020 will be presented to the stockholders together with the Audited
Financial Statements (AFS) for 2020. The AFS were reviewed by the Audit
Committee and the Board of Directors, and have been audited by the external
auditor, Punongbayan & Araullo (P&A), which rendered an unqualified opinion
on the same. Highlights of the 2020 Operations and Results are discussed in
the “Management Discussion and Analysis of Operation Performance and
Financial Condition” portion of the attached condensed Annual Report. A
summary of the 2020 AFS shall also be presented to the stockholders.
Stockholders will be given an opportunity to raise questions regarding the
operations and report of the Company.

Agenda Iltem No. 6. Ratification of all Acts of the Board of Directors and
Management from the date of the Ilast Annual
Stockholders’ Meeting to the date of this meeting

All actions, proceedings, and contracts entered into, as well as resolutions
made and adopted by the Board of Directors and of Management since the
Stockholders’ Meeting held on 09 July 2020 until the date of this meeting, shall
be presented for confirmation, approval, and ratification.

Agenda Item No. 7. Election of Directors for 2021 to 2022

The incumbent members of the Board of Directors, as reviewed, qualified, and
recommended by the Corporate Governance Committee, have been
nominated for re-election. Their expertise and qualifications based on current
regulatory standards and the Company’s own norms will help sustain the
Company’s performance that will, in turn, benefit the stockholders. The profiles
of the Directors are further detailed in the Company’s Information Statement. If
elected, they shall serve as such from 18 June 2021 until their successors
shall have been duly elected and qualified.

Agenda Item No. 8. Appointment of External Auditors

The Audit Committee has pre-screened and recommended, and the Board has
endorsed for the consideration of the stockholders, the re-appointment of P&A
as the Corporation’s External Auditors for 2021 to 2022. P&A is one of the
leading auditing firms in the country and is duly accredited by the Securities
and Exchange Commission (SEC). The stockholders will also be requested to
delegate to the Board the authority to approve the external audit fee for 2021.



PROXY FORM

The undersigned stockholder of Crown Asia Chemicals Corporation (the “Company”) hereby
appoints or in his absence, the Chairman of the Meeting, as attorney
and proxy, with power to substitute, represent, and vote all shares registered in his/her/its name
as proxy of the undersigned stockholder, at the Annual Meeting of Stockholders of the Company
on 18 June 2021, and at any of the adjournments thereof, for the purpose of acting on the
following matters:

1. Election of Directors.

1.1. Vote for all nominees listed below:

1.1, Walter H. Villanueva

Eugene H. Lee Villanueva

Tita P. Villanueva

Nicasio T. Perez

Derrick P. Villanueva

Hans Joseph T. Perez

Ernesto R. Alberto (Independent Director)

Marie Therese G. Santos (Independent Director)

1
1
1
1.
1.
1
1
1
1 Bede Lovell S. Gomez (Independent Director)
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Withhold authority for all nominees listed above.

1.2.
1.3. Withhold authority to vote for the nominees listed below:

2. Approval of the Minutes of previous Annual Stockholders’ Meeting.
___Yes___No___ Abstain

3. Approval of the 2020 Annual Report.
___Yes___No___ Abstain

4. Ratification of all acts and resolutions of the Board of Directors and Management
from date of last Stockholders’ Meeting to 18 June 2021.
___Yes___No___ Abstain

5. Appointment of Punongbayan & Araullo as external auditor.
___Yes___No___ Abstain

6. At their discretion, the proxies named above are authorized to vote upon such
other matters as may properly come before the meeting.
___Yes___No___ Abstain

Printed Name of Stockholder

Signature of Stockholder /
Authorized Signatory

Date

THIS PROXY FORM SHOULD BE RECEIVED BY THE CORPORATE SECRETARY (IN HARDCOPY TO THE
OFFICE OF THE CORPORATE SECRETARY AT 2704, EAST TOWER, PHILIPPINE STOCK EXCHANGE
CENTRE, ORTIGAS CENTER PASIG CITY OR SOFTCOPY SUBMITTED THROUGH THE ASM ONLINE
REGISTRATION PORTAL) AT LEAST TEN DAYS BEFORE THE DATE SET FOR THE ANNUAL MEETING



SECRETARY’S CERTIFICATE

l, , Filipino, of legal age, and with office address at
, do hereby certify that:

1. I am the duly elected and qualified Corporate Secretary of
(the “Corporation”), a corporation duly organized and existing
under and by virtue of the laws of the Republic of the Philippines, with office address at

2. Based on the records, during the lawfully convened meeting of the Board of
Directors of the Corporation held on , the following resolution was
passed and approved:

“‘RESOLVED, that be authorized and
appointed, as he is hereby authorized and appointed, as the Corporation’s Proxy
(the “Proxy”), to attend all meetings of the stockholders of Crown Asia Chemicals
Corporation (“CROWN?”), whether the meeting is regular or special, or at any
meeting postponed or adjourned therefrom, with full authority to vote the shares
of stock of the Corporation held in CROWN, and to act upon all matters and
resolution that may come before or be presented during meetings, or any
adjournments thereof, in the name, place, and stead of the Corporation; and

“‘RESOLVED, FINALLY, That CROWN be furnished with a certified copy
of this resolution, and may rely on the continuing validity of this resolution until
receipt of written notice of the resolution’s revocation.”

3. The foregoing resolution has not been modified, amended, or revoked in
accordance with the records of the Corporation presently in my custody.

IN WITNESS WHEREOF, | have signed this instrument on in

Printed Name and Signature of the
Corporate Secretary

SUBSCRIBED AND SWORN TO BEFORE ME on in
. Affiant exhibited to me his/her Competent Evidence of Identity by way of
issued on at .
Doc. No. ;
Page No. ;
Book No. ;
Series of
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-IS

Information Statement Pursuant to Section 20
of the Securities Regulation Code

Check the appropriate box
[ ] Preliminary Information Statement
[ v ] Definitive Information Statement

Name of Registrant as specified in its charter: CROWN ASIA CHEMICALS CORPORATION

Province, country, or other jurisdiction of incorporation or organization: Metro Manila
SEC Identification Number: 159950

BIR Tax ldentification Number: 025-000-240-902

Address of principal office: Km. 33 MacArthur Highway, Bo. Tuktukan, Guiguinto, Bulacan,
Philippines

Registrant’s telephone number, including area code: (02) 3413-8031 to 36

Date, time, and place of the meeting of security holders:

Date : 18 June 2021 (Friday)
Time : 3:00 p.m.
Venue : Video Conferencing in accordance with SEC Memorandum Circular

No. 6, Series of 2020

Approximate date on which the Information Statement is to be sent or given to security holders:
21 May 2021.

Securities registered pursuant to Sections 8 and 12 of the Code or Sections 4 and 8 of the RSA
(information on number of shares and amount of debt is applicable only to corporate registrants):

Title of Each Class Number of Shares of Common Stock
Outstanding

Common Stock, P1.00 par value 610,639,000 (as of 30 April 2021)

Are any or all of Registrant’s securities listed on a Stock Exchange?

Yes|[v] No [ ]
If so, disclose the name of the Exchange : The Philippine Stock Exchange, Inc.
Class of securities listed : Common Shares

WE ARE NOT ASKING YOU FOR A PROXY AND YOU ARE NOT REQUESTED TO SEND US A

PROXY.




GENERAL INFORMATION

Date, time, and place of meeting of security holders

(a) Date - 18 June 2021 (Friday)
Time - 3:00 p.m.
Place - Videoconferencing in accordance with SEC Memorandum

Circular No. 6, Series of 2020

(b) The approximate date on which the Information Statement will be sent or given to
security holders is on 21 May 2021.

(c) The complete mailing address of the principal office of Crown Asia Chemicals

Corporation (the “Company””) is: Km. 33 MacArthur Highway, Bo. Tuktukan,
Guiguinto, Bulacan, Philippines.

Dissenters’ Right of Appraisal

The matters to be voted upon in the Annual Stockholders’ Meeting on 18 June 2021 are not
among the instances enumerated under Sections 41 and 80 of the Revised Corporation Code of
the Philippines (“Revised Corporation Code”) under which a stockholder may exercise his
appraisal rights. A stockholder shall have the right to dissent and demand payment of the fair
value of his shares in the following instances:

(@) In case any amendment to the Articles of Incorporation has the effect of changing or
restricting the rights of any stockholders or class of shares, or of authorizing preferences in any
respect superior to those of outstanding shares of any class, or of extending or shortening the
term of corporate existence;

(b) In case of sale, lease, exchange, transfer, mortgage, pledge or other disposition of all or
substantially all of the corporate property and assets as provided in the Revised Corporation
Code;

(c) In case of merger or consolidation; and

(d) In case of investment of corporate funds for any purpose other than the primary purpose of
the Corporation.

No matters or actions to be taken up at the meeting that may give rise to a possible exercise by
stockholders of their appraisal rights.

Interest of Certain Persons in or Opposition to Matters to be Acted Upon

(a) No person who has been a director or officer or nominee for election as director of the
Company or associate of such persons, have substantial interest, direct or indirect, in any
matter to be acted upon, other than the election of directors for the year 2021 to 2022.

(b) The Company is not aware of any director or security holder who intends to oppose any
action to be taken by it during the stockholders’ meeting.



CONTROL AND COMPENSATION INFORMATION

Voting Securities and Principal Holders Thereof

(a)

(b)

As of 30 April 2021, the Company has 610,639,000 common shares outstanding and
each share is entitled to one vote.

The record date with respect to the determination of the stockholders entitled to notice of
and vote at the Annual Stockholders' Meeting is 14 April 2021.

With respect to the election of nine directors, each stockholder may vote such number of
shares for as many as nine persons he may choose to be elected from the list of
nominees, or he may cumulate said shares and give one candidate as many votes as the
number of his shares multiplied by nine shall equal, or he may distribute them on the
same principle among as many candidates as he shall see fit, provided that the total
number of votes cast by him shall not exceed the number of shares owned by him
multiplied by nine.

Security ownership of certain record and beneficial owners and management.
(1) Security Ownership of Certain Record and Beneficial Owners
The following persons or groups are known to the Company as directly or indirectly the

record or beneficial owners of more than 5.00% of the Company’s voting securities as of
30 April 2021:

Name of
Name and address of Beneficial O
Title of Record Owner and eneticia’ Lwner o . No. of Percent
) . and Relationship Citizenship
Class relationship with Record Shares Held | of Class
with Issuer Owner
Nicasio T. P Same as Record
icasio T. Perez ;
Common West Triangle Homes, Quezon City hownerh(nglgd?\AS. Filipino 97,024,422 15.89%
Shareholder shares he . y M.
Perez’ wife)
Eugene H. Lee Villanueva
Common |  West Triangle Homes, Quezon City Sameoas Record Filipino 74,577,108 | 12.21%
Shareholder wner
Walter H. Villanueva
Common | Corinthian Gardens, Quezon City Sameoas Record Filipino 73,955,000 | 12.11%
Shareholder wner
Tita P. Villanueva
Common |  Corinthian Gardens, Quezon City Sam%f‘lvsnifcord Filipino 47,280,000 | 7.74%
Shareholder
TOTAL 292,686,530 47.95%

Apart from the foregoing, there are no other persons holding more than 5.00% of the
Company’s outstanding capital stock.

(2) Security Ownership of Management
The following table shows the shares beneficially owned by the directors and executive

officers of the Company and the percentage of shareholdings of each of them as of 30
April 2021:




Title of Amount and Nature Percent of
Name of Beneficial Owner of Beneficial Citizenship
Class o . Class
wnership
Eugene H. Lee Villanueva
Common General Manager — 74,577,108 (Direct) Filipino 12.21%
Compounds Division, and Director
Walter H. Villanueva
Chairman of the Board, President, Head— Pipes ; i
Common Group, General Manager —PVC Roof Division, 73,955,000 (Direct) Filipino 12.11%
and Director
Tita P. Villanueva , o
Common Senior Vice President (SVP)/Chief Financial 47,280,000 (Direct) Filipino 7.74%
Officer and Director
Nicasio T. Perez 47,280,000 (Direct) g o
Common Vice President (VP) — Treasurer and Director 49,744,422 (Indirect) Filipino Lk
Derrick P. Villanueva 12,526,293 (Direct) o
Common General ManagerBilr:’e\gtCOfipes Division and 354,000 (Indirect) Filipino 2.11%
Common Hans Joseph T. Perez 2,464,422 (Direct) Filipino 0.40%
Common Marie Therese G. Santos 1,000 (Direct) Filioino -nil-
Independent Director P
Common Ernesto R. Alberto 1,000 (Direct Filipino -nil-
Independent Director P
Bede Lovell S. Gomez : e ;
Common Lead Independent Director 30,001 (Direct) Filipino -nil-
Common chason C. Nalupta -nil- Filipino -nil-
orporate Secretary
Ann Margaret K. Lorenzo il . il
Common Assistant Corporate Secretary nil Filipino nil
Total 50.46%

(3)

Voting Trust Holders of 5.00% or More

The Company knows of no person holding more than 5.00% of shares under a voting trust or
similar agreement.

Changes in Control

There are no existing provisions in the amended Articles of Incorporation and amended By-Laws
of the Company, which may cause delay, defer, or in any manner prevent a change in control of
the Company.

Directors and Executive Officers

The names, ages, and periods of service of all incumbent Directors and Executive Officers of the
Company are as follows:

Directors:
Name Age | Nationality Present Position Fferlod of Service
in the Company
Walter H. Villanueva 66 Filipino Chairman of the Board 20 years
Eugene H. Lee Villanueva 64 Filipino Director 32 years
Tita P. Villanueva 65 Filipino Director 32 years
Nicasio T. Perez 63 Filipino Director 32 years




Derrick P. Villanueva 38 Filipino Director 11 years
Hans Joseph T. Perez 31 Filipino Director 7 years
Marie Therese G. Santos 63 Filipino Independent Director 6 years
Ernesto R. Alberto 58 Filipino Independent Director 6 years
Bede Lovell S. Gomez 52 Filipino Lead - Independent Director 5 years

Executive Officers:

Principal Officers

Name Age Nationality Present Position Year Position
was Assumed
Chief Risk Officer 2020
President 2019
Walter H. Villanueva 66 Filipino General Manager of PVC Roof | 2017
Division
Head of Pipe Group 2014
. , I SVP/Chief Financial Officer 2017
Tita P. Villanueva 65 Filipino Vice President-Comptroller 2005
Nicasio T. Perez 63 | Filipino Vice President- | 1992
Treasurer
General Manager — PVC Pipes
. . . Division 2014
Derrick P. Villanueva 38 Filipino Assistant General Manager- PVC | 2009
Pipes Division
Risk Management Officer and 2017
General Manager — PPR /HDPE
Hans Joseph T. Perez 31 Filipino Pipes Division
Assistant General Manager- 2014
PPR/HDPE Division
. . Compliance Officer 2020
Marie Grace N. Dalupan | 39 Filipino and AVP-Finance 2019
Jason C. Nalupta 49 | Filipino Corporate - Secretary and  Chief | 54,
Information Officer
f\nn Margaret Keh 32 Filipino Assistant Corporate Secretary 2017
orenzo

Board of Directors

All the incumbent members of the Board of Directors were also nominated herein, as certified by
the Corporate Governance Committee composed of Mr. Bede Lovell S. Gomez (Chairman), Ms.
Marie Therese G. Santos (Independent Director), Mr. Ernesto R. Alberto (Independent Director),
Ms. Tita P. Villanueva, Mr. Derrick P. Villanueva, and Mr. Walter H. Villanueva, for re-election as
members of the Board of Directors for 2021 to 2022.

On 04 February 2021, the Company’s Corporate Governance Committee also endorsed the
nominations for the three independent directors. These nominations were given in favor of Mr.
Ernesto R. Alberto by Mr. Walter H. Villanueva, Ms. Marie Therese G. Santos by Ms. Tita P.
Villanueva, and Mr. Bede Lovell S. Gomez by Mr. Hans T. Perez. The nominees, Mr. Alberto, Ms.
Santos, and Mr. Gomez are not related to the nominating stockholders, Mr. Villanueva, Ms.
Villanueva, and Mr. Perez, respectively.

To describe the business experiences of the Company’s directors for the past five years, we have
outlined hereunder their professional and business affiliations.




Walter H. Villanueva, 66, Filipino, Chairman of the Board, President, General Manager —
PVC Roof Division, Chief Risk Officer

Mr. Walter H. Villanueva is concurrently a director and stockholder of Asean Timber Corporation,
Husky Plastics Corporation, WT Derrick Realty Corporation and Guiguinto Integrated Wood
Industries Corporation. He is likewise the Chairman or President and General Manager of these
companies. From 2005 to present, Mr. Villanueva served as the Vice President for Sales and
Marketing and the General Manager for the Pipe Group of Crown Asia Chemicals Corporation.
He was appointed by the Board of Directors on July 19, 2019 as President of Crown Asia
Chemicals Corporation, effective August 1, 2019. He was also appointed by the Board of
Directors as Chief Risk Officer effective July 10, 2020.

Mr. Villanueva holds a Bachelor of Science degree in Business Administration and Marketing
from the University of the Philippines Diliman.

Tita P. Villanueva, CPA, 65, Filipino, Director and SVP/Chief Financial Officer

Mrs. Tita P. Villanueva (CPA) is concurrently a director and stockholder of Asean Timber
Corporation, Husky Plastics Corporation, WT Derrick Realty Corporation, and Guiguinto
Integrated Wood Industries Corporation. She likewise serves as the Comptroller and Chairman of
the Board of Asean Timber Corporation, Treasurer of both Husky Plastics Corporation and WT
Derrick Realty Corporation, and Vice President of Guiguinto Integrated Wood Industries
Corporation. Mrs. Villanueva holds a Bachelor of Science degree in Business Administration and
Accountancy from the University of the Philippines Diliman. She was promoted to Senior Vice
President and Chief Financial Officer on December 15, 2017.

Nicasio T. Perez, 63, Filipino, Director and VP-Treasurer

Mr. Nicasio T. Perez is concurrently a director and stockholder of Asean Timber Corporation and
Guiguinto Integrated Wood Industries Corporation. He likewise serves as Treasurer of Asean
Timber Corporation and Chairman of the Board of Directors of Guiguinto Integrated Wood
Industries Corporation. He holds a Bachelor of Science degree in Commerce from the University
of Sto. Tomas.

Derrick P. Villanueva, 38, Filipino, Director and General Manager — PVC Pipes Division

Mr. Derrick P. Villanueva was the Assistant General Manager — PVC Pipes Division position from
July 2009 to December 2013 before he was promoted to General Manager for the same division
on January 1, 2014. He is concurrently a director and stockholder of WT Derrick Realty
Corporation and Husky Plastics Corporation. Mr. Villanueva holds a Diploma in Chemical
Sciences from the British Columbia Institute of Technology and a Bachelor of Science degree in
Entrepreneur Management from the University of Asia and the Pacific.

Hans Joseph T. Perez, 31, Filipino, General Manager — PP-R/HDPE Pipes Division

Mr. Hans T. Perez assumed his position as Assistant General Manager of the PP-R /HDPE Pipes
Division in 2014. He holds a Bachelor of Science degree in Commerce major in Business
Management from the De La Salle University. In 2017, he was promoted to the position of
General Manager of the same division. He was designated by the Board as Risk Management
Officer on September 29, 2017. On May 29, 2020, he was elected as Director of the company.

Eugene H. Lee Villanueva, 64, Filipino, Director
Mr. Eugene H. Lee Villanueva is concurrently a director and stockholder of Husky Plastics
Corporation. He is an MBA Candidate in the Ateneo De Manila University and holds a Bachelor of

Science degree in Pre Medicine from the University of the Philippines Diliman. He retired as
President of Crown Asia Chemicals Corporation effective August 1, 2019.
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Marie Therese G. Santos, 63, Filipino, Independent Director

Ms. Marie Therese G. Santos is concurrently a director, stockholder, and administrator of
Gravitas Prime. Ms. Santos also sits as Independent Director of First Abacus Holdings, Inc. and
Treasurer/ Trustee of UP High, Preparatory, Elementary, and Integrated School Alumni
Foundation. She previously served as CFO, and after her resignation, as Independent Director
and Chairman of the Audit Committee of Music Semiconductors Corporation. She also served as
Director and Chairman of the Risk Management Committee of both Rural Bank of Solano (Nueva
Vizcaya), Inc. and Cordillera Savings and Loan Association.

Ms. Santos holds a Masters degree in Business Administration and Bachelor of Science degree
in Chemical Engineering from the University of the Philippines Diliman. She is a licensed
Chemical Engineer.

Ernesto R. Alberto, 58, Filipino, Independent Director

Mr. Ernesto R. Alberto is the President of DITO CME Holdings Corp. He served as Executive
Vice President and Group Chief Revenue Officer for both PLDT Inc. and Smart Communications
Inc. from 2016 to 2019. He also served as President/CEO/Chairman of Telesat, Inc., ePLDT, Inc.,
and various companies within the PLDT Group.

Mr. Alberto obtained his Master’s Degree in Economic Research from the University of Asia and
the Pacific and his Bachelor's Degree Major in Economics, Minor in Mathematics and Political
Science from San Beda College.

Bede Lovell S. Gomez, 52, Filipino, Lead Independent Director

Mr. Bede Lovell S. Gomez is currently a member of the Board of Directors of Ardenwood
Construction and Orbis Capital Ventures, Inc. He is also a Board Member/Trustee of the Fund
Managers Association of the Philippines a member of the Trust Officers Association of the
Philippines. Prior to this, he was the Trust Officer/Group Head of the Investment Advisory and
Trust Group of First Metro Investment Corporation (FMIC) where he was also the Assistant Vice
President-Head of Investment Advisory Group. Before his stint in FMIC, he was Assistant Vice
President/Head of Investments-Equities and Fixed Income of the Robinsons Bank Trust and
Investment Group. Mr. Gomes earned his B.A. Political Science/Economics degree from the
Loyola University of Chicago (USA).

* Independent Director — the Company has complied with the Guidelines set forth by SRC
(Securities Requlation Code) Rule 38 reqgarding the Nomination and Election of Independent
Directors. The procedures for the nomination and election of independent director/s laid down in
the Company’s By-Laws are in accordance with the requirements of said Rule.

All nine (9) directors attended the 2020 Annual Corporate Governance Seminar (Stay Updated in
the New Normal) conducted by Center for Training and Development, Inc. last 29 October 2020.

EXECUTIVE OFFICERS

Marie Grace N. Dalupan, 38, Filipino, Compliance and Risk Management Officer, AVP for
Finance

Ms. Dalupan assumed her position as AVP-Finance of the Corporate Division in 2019. She was
designated by the Board as Compliance Officer on May 29, 2020. She received her Bachelor of
Science, Major in Accountancy from the De La Salle University and she is a Certified Public
Accountant.
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Jason C. Nalupta, 49, Filipino, Corporate Secretary and Chief Information Officer

Mr. Jason C. Nalupta, Filipino, 49, is the Corporate Secretary of the Corporation. He is also
currently the Corporate Secretary or Assistant Corporate Secretary of listed firms Asia United
Bank Corporation, A. Brown Company, Inc., Belle Corporation, and Pacific Online Systems
Corporation. He also serves as a Director and/or Corporate Secretary or Assistant Corporate
Secretary of several private companies , including Sino Cargoworks Agencies, Inc., Mercury
Ventures, Inc., Total Gaming Technologies, Inc., Parallax Resources, Inc., SLW Development
Corporation, Metropolitan Leisure & Tourism Corporation, Sagesoft Solutions, Inc., Radenta
Technologies, Inc., Xirrus, Inc., Glypthstudios, Inc., Grabagility, Inc., Basic Leisure Networks, Inc.,
Stage Craft International, Inc. and Sta. Clara International Corporation. He is a Partner at Tan
Venturanza Valdez Law Offices specializing on corporate, securities, and business laws.

Atty. Nalupta earned his Juris Doctor degree, as well as his Bachelor of Science degree in
Management (major in Legal Management), from the Ateneo de Manila University in 1996 and
1992, respectively. Atty. Nalupta was admitted to the Philippine Bar in 1997.

Ann Margaret K. Lorenzo, 32, Filipino, Assistant Corporate Secretary

Ms. Ann Margaret K. Lorenzo, Filipino, 32, is the Assistant Corporate Secretary of the
Corporation. She is concurrently the Corporate Secretary of the following
companies: Arquee Corp., Green Asia Resources Corp., GGO Realty Holdings, Inc., Athena
Ventures, Inc., and Galileo Software Services Inc. She is also the Assistant Corporate Secretary
of Asia United Bank Corporation, Coal Asia Holdings, Inc., Tagaytay Highlands International Golf
Club, Inc., The Country Club at Tagaytay Highlands, Inc., Tagaytay Midlands Golf Club, Inc., Joy-
Nostalg Corporation, Jin Natura Resources Corp., Jin Navitas Resource, Inc., Catmon Felix, Inc.,
Yeoj Commaoditas, Inc., Yeoj Socialis, Inc., Yeoj Turbulentus, Inc., Yeoj Universalis, Inc., Bayby
Earth, Inc., Jaman Boracay Corporation, Jaman Cebu Corporation, Jaman Hari Corporation,
Jaman Reyna Corporation, Jaman Tagaytay Corporation, Corellia Ventures Incorporated,
Sacareen Ventures Incorporated, and Iridium Ventures Incorporated.

Ms. Lorenzo is a Senior Associate at Tan Venturanza Valdez where she specializes in securities
law, special projects, and data privacy. She also lectures at the Paralegal Training Program of
the UP Law Center on corporate housekeeping and data privacy. She obtained her Bachelor of
Arts degree in English Studies (cum laude) and Juris Doctor degree from the University of the
Philippines in 2010 and 2014, respectively. She was admitted to the Philippine bar in April 2015.

Significant Employees

No single person is expected to contribute more significantly than others do to the business since
the Company considers the collective efforts of all its employees as instrumental to the overall
success of the Company’s performance. Other than standard employment contracts, there are no
arrangements with non-executive employees that will assure the continued stay of these
employees within the Company.

Family Relationships

Mr. Walter H. Villanueva and Mr. Eugene H. Lee Villanueva are siblings.
Mrs. Tita P. Villanueva and Mr. Nicasio T. Perez are siblings.

Mr. Walter H. Villanueva and Ms. Tita P. Villanueva are spouses.
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Mr. Derrick P. Villanueva is the son of Mr. Walter H. Villanueva and Ms. Tita P. Villanueva.
Mr. Hans Joseph T. Perez is the son of Mr. Nicasio T. Perez.
There are no other family relationships known to the Company among directors, executive

officers, or persons nominated or chosen by the Company to become directors or executive
officers other than the ones disclosed.

Involvement in Certain Leqgal Proceedings

To the best of the Company’s knowledge, there has been no occurrence during the past five
years up to the date of this Information Statement of any of the following events that are material
to an evaluation of the ability or integrity of any director, any nominee for election as director,
executive officer, underwriter, or controlling person of the Company:

. any bankruptcy petition filed by or against any business of which such person was a general
partner or executive officer, either at the time of the bankruptcy or within two years prior to
that time;

. any conviction by final judgment, including the nature of the offense, in a criminal
proceeding, domestic or foreign, or being subject to a pending criminal proceeding, domestic
or foreign, excluding traffic violations and other minor offenses;

. being subject to any order, judgment, or decree, not subsequently reversed, suspended, or
vacated, of any court of competent jurisdiction, domestic or foreign, permanently or
temporarily enjoining, barring, suspending, or otherwise limiting his involvement in any type
of business, securities, commodities, or banking activities; and

. being found by a domestic or foreign court of competent jurisdiction (in a civil action), the
SEC or comparable foreign body, or a domestic or foreign exchange or other organized
trading market or self-regulatory organization, to have violated a securities or commodities
law or regulation, and the judgment has not been reversed, suspended, or vacated.

Certain Relationships and Related Transactions

No director or executive officer or any member of their immediate family has, during the last two
years, had a direct or indirect material interest in a transaction or proposed transaction to which
the Company was a party.

Related Party Transactions are discussed under Note 17 of the 2020 Audited Financial
Statements.

Related Party Transactions as of 31 March 2021

The Company’s related parties include entities under common ownership, stockholders and key
management personnel as described below.

The summary of the Company’s transactions with its related parties as of March 31, 2021 are as
follows:

Amounts of
Transactions

Related Parties Under Common
Ownerships

Sales of Goods Php 5,188,119
Purchase of Goods and Services 23,340,595
Lease of Properties 665,774
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Right of Use Asset 306,178
Lease Liability 301,714
Depreciation 306,178
Interest Expense 44,863

Outstanding
Balances

Related Parties Under Common
Ownerships

Sales of Goods

Php 7,662,230

Purchase of Goods and Services (3,307,077)

Right of Use Asset 2,128,028

Lease Liabilities (2,526,664)

Security Deposit 258,778
Stockholders

Advances obtained Php (46,057)

The Company’s outstanding receivables with related parties were subjected to impairment using
the requirements of PFRS 9. These receivables have substantially the same risk characteristics
as the trade receivables. As such, the expected loss rates for trade receivables are a reasonable
approximation of the loss rates for receivables from related parties. There were no impairment
losses recognized for these receivables from related parties as of period end.

Sales of Goods

The Company sells finished goods to related parties under common ownership. Goods are sold
on the basis of the price lists in force and terms that would be available to non-related parties.
The outstanding receivables from sale of goods, which are generally noninterest-bearing,
unsecured and settled through cash within three to six months, are presented as part of Trade
receivables under Trade and Other Receivables in the statements of financial position

Purchase of Goods and Services

Goods and services are purchased on the basis of the price lists in force with non-related parties.
The related outstanding payables for goods and services purchased as of March 31, 2021 are
presented as part of Trade payables under Trade and Other Payables in the statements of
financial position. The outstanding payables from purchase of goods and services are generally
noninterest-bearing, unsecured and settled through cash within three months.

The Company acquires the services of Husky Plastics Corporation, a related party under
common ownership, for the conversion of its pipe fittings. The Company provides its own raw
materials to Husky for processing into finished goods. Once the processing is completed, the
Company records the amount incurred for the services of Husky as part of the finished goods
based on the billings received. The basis of the price charged to the Company is in line with
Husky’s prevailing market rates. The related outstanding payables for these services from Husky
as of March 31, 2021 are presented as part of Trade payables under Trade and Other Payables
in the statements of financial position. The outstanding payables from purchase of services are
generally noninterest-bearing, unsecured and settled through cash within three months.

Advances to/from related parties
The Company grants/obtains unsecured, noninterest-bearing advances to/from its related parties
under common ownership and certain stockholders. These advances are repayable either in cash
or through offsetting. The outstanding balance of receivable from related party advances is
presented as part of Other receivables under Trade and Other Receivables in the statements of
financial position.
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For the 3-month period ended March 31, 2021, there were no advances made to and from related
parties under common ownership.

Lease of Properties

The Company entered into lease contracts with a related party under common ownership
covering its office spaces and warehouse with lease terms ranging from two to five years. In
2019, in accordance with PFRS 16, the Company recognized right-of-use assets and lease
liabilities amounting to P7.3 million for these lease contracts.

As of March 31, 2021, the right of use asset related to the leased property from a related party
under common ownership amounted to P2,128,028 with corresponding lease liability of
P2,526,664. Related depreciation and interest expense recognized for the first quarter of 2021
were P306,178.20 and P44,863.20, respectively.

Further, the Company incurred rental expense for short term vehicle lease with related party

under common ownership amounting to P319,197 and this is shown as part of Rentals under
Other Operating Expenses in the statement of profit and loss.

Disagreement with Director

No director has resigned nor declined to stand for re-election to the Board of Directors because of
a disagreement with the Company on any matter relating to the latter’s operations, policies, or
practices since the date of the last Annual Stockholders’ Meeting.

Compensation of Directors and Executive Officers

A. EXECUTIVE COMPENSATION

The following summarizes the executive compensation received by the President and the top four
(4) most highly compensated officers of the Company for 2018, 2019 and 2020. It also

summarizes the aggregate compensation received by all the officers and directors.

Name and Position

Year

Salaries

Bonuses

Others

Total

Walter H. Villanueva/
Chairman/President/Head-Pipe Group/
General Manager — PVC Roof Division

Tita P. Villanueva/ SVP/Chief Financial
Officer

Nicasio T. Perez/\VVP- Treasurer

Derrick P. Villanueva/General Manager-
PVC Pipes Division

Hans T. Perez/General
PPR/HDPE Division

Manager-

2020

P15,416,457

21,708,060

R 17,124,517

Walter H. Villanueva/
Chairman/President/Head-Pipe Group/
General Manager — PVC Roof Division

Eugene Lee Villanueva/ General
Manager-Compounds Division

Tita P. Villanueva/ SVP/Chief Financial
Officer

Nicasio T. Perez/\VP- Treasurer

Derrick P. Villanueva/General Manager-
PVC Pipes Division

2019

P21,265,020

£1,518,930

P1,097,197

P 23,881,147

CEO and the four (4) most highly

2018

P21,265,020

P1,518,930

P667,876

P 23,451,826
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compensated officers named above
CEO and the four (4) most highly | Estimate | o1 155 000| p5183,000 | P1,259,000 | P 25,594,000
compensated officers named above for 2021 ’ ’ Y ’ ’ ' '
2020 R15,701,087 - R2,704,772 PR 18,405,860
2019 R21,957,208 | R3,975,310 P1,128,066 PR27,060,584
Aggregate compensation paid to all 2018 R22,624,020 | R1,518,930 P667,876 R 24,810,826
officers and directors as a group Estimate
for 2021 R20,835,000 | R5,794,000 R1,376,000 R28,005,000

B. DIRECTORS’ COMPENSATION

Under the By-Laws of the Company, by resolution of the Board, each director shall receive a
reasonable per diem allowance for his attendance at each meeting of the Board. As
compensation, the Board shall receive and allocate an amount of not more than 10.00% of the
net income before income tax of the Company during the preceding year. Such compensation
shall be determined and apportioned among the directors in such manner as the Board may
deem proper, subject to the approval of stockholders representing at least a majority of the
outstanding capital stock at a regular or special meeting of the stockholders.

Currently for Board meetings, the Chairman receives R25,000.00 and other directors at
£20,000.00 per meeting attended. For Committee meetings, the Committee Chairperson receives
R12,000.00 and the members receive R10,000.00 per meeting attended. For 2020, the directors
receive the following per diem for board and committee meetings attended:

Director Gross Amount Received
Walter H. Villanueva £ 210,000
Tita P. Villanueva £ 160,000
Nicasio T. Perez £ 160,000
Derrick P. Villanueva £ 150,000
Hans Joseph T. Perez R 60,000
(elected July 2020)
Eugene H. Lee Villanueva R 160,000
Marie Therese G. Santos P 248,000
Ernesto . Alberto P 248,000
Bede Lovell S. Gomez P 248,000
Jefferson T. Sy R 30,000
(resigned May 2020)

Employment Contracts and Termination of Employment and Change-in-Control
Arrangements

There are no special employment contracts between the Company and its executive officers.
Furthermore, there are no special retirement plans for executives. There is also no arrangement
for compensation to be received from the Company.

Warrants and Options Outstanding

As of 31 April 2021, there were no outstanding warrants or options held by any of the Company’s
directors and officers.

There are no outstanding warrants or options held by directors and officers and consequently,
there are no adjustments in the exercise price of said warrants or options.
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Independent Public Accountants

Punongbayan & Araullo (P&A) the Company’s external auditors for 2020, will be recommended
for re-appointment as such for the current year. Representatives of P&A are expected to be
present at the Annual Stockholders’ Meeting to respond to appropriate questions and will be
given the opportunity to make a statement if they so desire.

P&A audited the Company’s financial statements for the year ended 31 December 2020. Their
responsibility is to express an opinion on these financial statements based on their audit. The
audits were conducted in accordance with Philippine Standards on Auditing. The partner who
handled the Company’s external audit was Mr. John Endel Mata. Since the appointment of P&A
in 2012, there has been no change in the auditor and there has been no event where P&A and
the Company had any disagreement with regard to any matter relating to accounting principles or
practices, disclosure of financial statements, or auditing scope or procedure.

In Compliance with SEC Memorandum Circular No. 8 Series of 2003, the assignment of Mr. Mata
as P&A’s engagement partner for the Company shall not exceed five years.

Punongbayan & Araullo billed the Company R425,000.00, 2485,000.00 and R530,000.00 for the
examination of the financial statements for the calendar years December 31, 2018, 2019 and
2020 respectively, exclusive of 15% of professional fees for out of pocket expenses

P&A did not render professional services to the Company for tax accounting, compliance, advice,
planning, and any other form of tax services.

Under the Company’s Manual on Corporate Governance, the policies and procedures for the
audit rendered by the independent public auditors are to be taken up, discussed, and approved
by the Company’s Audit Committee, composed of Ms. Marie Therese G. Santos as Chairperson,
and Mr. Bede Lovell S. Gomez, Mr. Ernesto R. Alberto, Mr. Nicasio T. Perez, and Mr. Eugene H.
Lee Villanueva as members.

The Audit Committee’s decisions are based on the standards set forth by the Company for the
purpose of audit or tax services, as the case may be. If the proposal submitted by the
independent public auditor is within the standards set forth, then the proposal is forwarded to the
Company’s Board of Directors for approval.

OTHER MATTERS

Action with Respect to Reports

The Company will seek the stockholders’ approval of the Minutes of the previous Stockholders'
Meeting during which the following were taken up: (1) Call to Order; (2) Proof of Notice of
Meeting; (3) Certification of Quorum; (4) Approval of the Minutes of the Previous Meeting of
Stockholders; (5) Approval of 2019 Operations and Results; (6) Ratification of all Acts of the
Board of Directors and Management from the date of last Annual Stockholders’ Meeting to the
date of this meeting; (7) Election of Directors for 2020 to 2021; (8) Appointment of P&A as
External Auditors; (9) Other Matters; and (10) Adjournment. The Minutes for the Annual
Shareholders’ Meeting for 2020 in annexed to this report.

The 2020 Operations and Results is contained and discussed in the Annual Report attached and
made part of this Information Statement. Approval of the reports will constitute approval of the
Audited Financial Stateents as well as approval and ratification of the acts of management and of
the Board of Directors for the past year.
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Matters Not Required to be Submitted

No action is to be taken with respect to any matter which is not required to be submitted to a vote
of security holders.

Amendment of Charter, By-Laws or Other Documents

No action will be taken with respect to any amendment to the Corporation’s Articles of
Incorporation or By-Laws.

Other Proposed Actions

The following are to be proposed for approval during the Annual Stockholders’ Meeting:

1. Minutes of the Previous Meeting of Stockholders;

2. 2020 Operations and Results;

3 Ratification of all Acts of the Board of Directors and Management from the date
of the last Annual Stockholders’ Meeting up to 18 June 2021;

4. Election of Directors for 2021 to 2022;
5. Appointment of P&A as External Auditors; and
6. Other Matters.

The acts of the Board of Directors and Management from the date of the last Annual
Stockholders’ Meeting up to 18 June 2021 that are for ratification are those items entered into in
the ordinary course of business, with those of significance having been covered by appropriate
disclosures such as:

Membership in the different committees of the Board of Directors;

Designation of authorized signatories for day-to-day transactions;

Designation of authorized representatives with various companies and entities;
Approval of 2020 Audited Financial Statements;

Opening of bank accounts and credit facilities;

Apointment of officers;

Review of policies; and

Purchase or sale of motor vehicles.

NN =

Management reports, which summarize the acts of management for the year 2020, are included
in the Company’s Annual Report to be sent to the stockholders together with this Information
Statement and submitted for the stockholders’ approval at the meeting. Accordingly, approval of
the Annual Report will constitute approval of the Auditd Financial Statements as well as approval
and ratification of the acts of management stated in the management reports during the period
covered thereby.

Voting Procedures

(a) Actions to be taken at the Annual Stockholders’ Meeting shall require the vote of the
stockholders representing at least a majority of the Company’s outstanding capital stock.

(b) Two inspectors, who are officers or employees of the Company, shall be appointed by
the Board of Directors before or at each meeting of the stockholders, at which an election
of directors shall take place. If no such appointment shall have been made or if the
inspectors appointed by the Board of Directors refused to act or failed to attend, then the
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appointment shall be made by the presiding officer of the meeting. For purposes of the
Annual Stockholders’ Meeting on 18 June 2021, the Corporate Secretary and/or his
representative, together with the representative from the stock transfer agent, have been
designated as inspectors tasked to oversee the counting of votes.

Stockholders may vote at all meetings either in person or by proxy duly given in writing in
favor of any person of their confidence, and each stockholder shall be entitled to one vote
for each share of stock standing in his name in the books of the Company. However, in
the election of Directors, each stockholder shall be entitled to cumulate his votes in the
manner provided by law. For the purpose of this year’s annual stockholders’ meeting,
which will be held only in virtual format, the stockholders may only vote through proxies
or by remote communication (in absentia). The stockholders are encouraged to
participate in the meeting by either of the following:

i. By submitting duly accomplished proxies to the Office of the Corporate
Secretary at 2704 East Tower, Philippine Stock Exchange Centre, Ortigas
Center, Pasig City or via electronic copy by emailing
corporatesecretary@crownpvc.com.ph on or before 5:00 pm on 08 June
2021.

For corporate stockholders, the proxies should be accompanied by a
Secretary’s Certificate on the appointment of the corporation’s authorized
signatory.

i. By registering your votes on the matters to be taken up during the meeting
through the e-voting platform set-up for the purpose which can be accessed at
www.crownpvc.com.ph. The e-voting platform will be open until 10:00 am of
18 June 2021.

The By-Laws of the Company are silent as to the method by which votes are to be
counted. In practice, however, the same is done by the raising of hands or viva voce.

With respect to the election of nine directors, each stockholder may vote such number of
shares for as many as nine persons he may choose to be elected from the list of
nominees, or he may cumulate said shares and give one candidate as many votes as the
number of his shares multiplied by nine shall equal, or he may distribute them on the
same principle among as many candidates as he shall see fit, provided that the total
number of votes cast by him shall not exceed the number of shares owned by him
multiplied by nine.

Upon confirmation by the inspectors that there is a mathematical impossibility for certain
nominees to be elected into office based on proxies held and votes present/represented
in the meeting, the actual casting and counting of votes for the election of Directors may
be dispensed with.

Omitted Items

Items 8, 9, 10, 11, 12, 16, and 17 are not responded to in this report, the Company having no
intention to take any action with respect to the information required therein.
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SIGNATURE

After reasonable inquiry and to the best of our knowledge and belief, we hereby certify that the
information set forth in this report are true, complete, and correct.

This report is signed in Pasig City, on 14 May 2021.

MC-af"”ff

ASON C. NALUPTA
orporate Secretary
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CROWN ASIA CHEMICALS CORPORATION

BUSINESS AND GENERAL INFORMATION

BACKGROUND

The Company was incorporated and registered with the SEC on February 10, 1989 as Crown Asia
Compounders Corporation. On September 29, 2014, the SEC approved the change of the Company’s
name to “Crown Asia Chemicals Corporation”. Its primary purpose is to engage in, operate, conduct and
maintain the business of manufacturing, importing, exporting, buying, selling or otherwise dealing in, at
wholesale and retail such goods as; plastic and/or synthetic resins and compounds and other allied or
related products/goods of same/similar nature, and any and all equipment, materials supplies used or
employed in or related to the manufacture of such products. Its registered address and principal place of
business is at Km. 33 MacArthur Highway, Bo. Tuktukan, Guiguinto, Bulacan, Philippines.

The Company started commercial operations in 1990 with the trading of imported PE compounds and
paraffin waxes. In the same year, the Company started the production and sales of PVC compounds at its
plant in Guiguinto, Bulacan.

Capitalizing on its expertise in PVC formulation, CROWN expanded downstream into the manufacture of
industrial plastic pipes under the CROWN® pipes brand for electrical, sanitary, potable water, and
telecommunications applications.

In 1998, the Company began the production of unplasticized PVC flexible electrical pipes. Soon after, the
Company’s range of product lines expanded further with the introduction of PVC electrical conduit pipes
and potable water pipes in 2000, and sanitary pipes and fittings in 2002.

In 2003, CROWN saw the opportunity to expand the application of its PVC compounds beyond wires and
cables. It started to develop and market PVC compounds for use in packaging, IC tubes, films and
bottles, as well as door and window profiles.

The Company also has expanded its lines to include pressure main distribution pipes and
telecommunication conduit pipes in 2006.

On April 27, 2015, Crown Asia Chemicals Corporation was listed at the Philippine Stock Exchange
(PSE).

In August 2015, the Company started testing the manufacture of PPR and HDPE pipe products.
In February 2016, the Company started manufacturing its Enduro pipes.

Production of the company’s PVC roofing commenced on October 2017 and started supplying projects in
December 2017.

In 2018, the Company acquired ISO 9001-2015 for its Compounds and Pipes Divisions. It was also the
year the company was listed by PSE as Shariah-compliant company.

In December 2018, the Board approved a P100million shares buy-back program for a period of up two (2)
years, whichever comes first.

Moreover, the company was cited by Financial Times as Top 1,000 High-Growth companies in the Asia-
Pacific Region in 2018 and 2019.

In 2020, the Company was also recognized by Forbes as one of the “200 Best Under a Billion” in Asia
Pacific Region.
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In December 2020, the Board concluded the Shares Buy back program. Total of 20,161,000 shares were
repurchased by the company.

PRODUCT LINES

PVC COMPOUNDS
Wires and Cables

CROWN’s Wire and Cable PVC compounds are developed to comply with PNS and International
Standards like Restriction of Hazardous Substances (“RoHS”). CROWN has been able to provide high
standard PVC compounds for specific applications including flame retardant compounds, high insulation
resistance compounds, CT-rated and low smoke emitting compounds and sunlight/UV resistant
compounds.

IC Tubes
CROWN's IC Tube PVC compounds are specially designed to protect IC chips.

Films

CROWN’s Film PVC compounds are developed for cap seals, shrink films, labels, and other packaging
applications.

PVC PIPES AND FITTINGS

Crown Blue

Crown Blue is the Company’s PVC potable pipes and fittings. The Company’s potable pipes and fittings
are assured to be extra strong and safe, high pressure resistant, non-corrosive, has smooth internal and
external surfaces, and made from 100.00% virgin materials.

Crown Electrical

Crown Electrical is the Company’s line for PVC electrical conduit pipes. The Company’s electrical conduit
pipes are assured to be self-extinguishing, highly flame-retardant, has excellent insulation resistance
properties, uniform wall thickness, diameter, and color, smooth interior and exterior surfaces, and made
from 100.00% virgin materials.

The Company offers two (2) types of electrical pipes, namely the Crown Supreme, which is the high
impact thick wall electrical pipe, and Crown Hi-Tech, which is the thin wall electrical pipe.

Crownflex

Crownflex is the Company’s line for PVC flexible electrical pipes. The Company’s flexible pipes are UV
protected, characterized by its strength, convenience, flexibility, and high safety standard, especially
against weather elements. It has uniform wall thickness and diameter and is impact and crash-resistant. It
is made with high grade PVC material, self-extinguishing, highly resistant to flame, and has uniform
material distribution to avoid breakage.

Crown Sanitary

Crown Sanitary is the Company’s line for Drain-Waste-Vent (“DWV”) PVC sanitary pipe. The Company’s
DWV sanitary pipes are UV protected, characterized by its durability and quality, especially against
weather elements. These pipes are available in three (3) categories, namely Series 500, which is thin
wall, Series 600, which follows ASTM, and Series 1000, which also follows ASTM.
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Crown Pressure Main Blue and Wide-diameter Pipes

The Company’s PVC pipe product used for high pressure waterworks, irrigation, and infrastructures. In
buildings, it is the conduit by which water source from the government passes into the building reservoir
or pipelines.

Crown Telecom

The Company’s PVC pipe product used as conduit by which telecommunications wiring passes through
to reach the telecom outlet site.

Crown Universal

Crown Universal is the Company’s multi-purpose PVC pipe with thin wall. These pipes do not conform to
BPS standards and are intended for temporary usage during the early stages of construction. These
pipes are lower priced but are yet characterized by its strength and durability.

Enduro Pipes
Durable pipes for the economically sensitive consumers for affordable housing projects.

HDPE PIPES AND FITTINGS

CROWN HDPE is characterized by its toughness and flexibility, chemical resistance with thermal
properties, weather and environmental stress resistance, non-corrosive properties, and high flow
capacities.

The Company’s brands under its HDPE pipe products are CROWN Fuerza with a PE 100 designation
and CROWN Sigma with PE 80. These designations are based on the long-term strength of its materials,
known as the minimum strength requirement (MSR).

PP-R PIPES AND FITTINGS

PP-Rs or Polypropylene random copolymers are thermoplastic resins produced through the
polymerization of propylene, with ethylene links introduced in the polymer chain. Because of its chemical
features and fusion welding, PP-Rs are most reliable in plumbing and water supply plants, and ensures a
substantially better seal tight system. They are also eco-friendly with no heavy metal content such as
lead.

Crown Asia Chemicals Corporation is the first in the Pipe Industry to produce full range of PPR fittings.

PVC ROOF MATERIALS

The Crown Roofing is high impact-resistant and has the strength and durability that can withstand tough
loads, will not easily flatten, get distorted, crack or break. It successfully passed both the impact
resistance and flattening tests performed by QA engineering in line with accepted industry standards.

It is built with UV Protection, an important component that prevents premature aging, weakens the roofing
material and cause brittleness. Climate variability exacerbate material degradation by increased dosage
of harmful ultra-violet rays. Moreover, it is highly resistant to extreme weather conditions and will not
crack or disintegrate when exposed to chemical compounds like acetone.

This contemporary roofing material is non-corrosive and do not rust, making them ideal for structures in

areas near or by the sea. Their versatile applications cover commercial, industrial and manufacturing
structures such as factories, warehouses, wharfs and seaports.
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Crown responds to the country’s housing needs and infrastructure development by providing an all-
weather, cool roofing solution. The brand produces three roofing profiles, namely, corrugated, rib and tile
types, in commercial lengths of 8, 10 and 12 feet. Volume requirements for long span cool roof in
transportable length are accepted by special order.

Management of Key Risks related to the Company

Risks relating to the Company and its Business
® Raw Material Cost and Availability

The Company's margins depend on the selling prices that the Company is able to charge for its products
and the costs of the raw materials and other inputs that it requires to produce these products. The primary
raw materials that the Company utilizes in the manufacture of its products include PVC resins, polymers,
stabilizers, and plasticizers. The prices of these primary raw materials represent a substantial portion of
the Company's manufacturing costs. The price of these raw materials are influenced by factors that the
Company cannot control, such as market conditions, general global economic conditions, production
capacity in the markets, production constraints on the part of the Company's suppliers, fluctuations in oil
or other commodity prices, infrastructure failures, political conditions, weather conditions, regulations and
other factors.

To protect itself against adverse movements in the prices of raw materials, the Company maintains a raw
materials inventory equivalent to around 45-60 days of production. In the event that any of the Company's
suppliers is subject to a major production disruption or is unable to meet its obligations under existing
supply arrangements, the Company can purchase such inputs from any of its other accredited local and
foreign suppliers that the Company had already dealt with in the past. The Company also has a list of
approved alternative materials that can substitute the raw materials it currently uses.

e Operating or Process Failures and Quality Assurance

PVC pipes dominate the plastic pipes market with significant application in the construction and building
industry. Given the increasing competition in plastic pipes market, the quality of the products will need to
adhere to certain standards to ensure its reliability and effectiveness, such as ISO and BPS.

Any problems that the Company may incur in relation to the quality of its products can affect how the
Company’s customers perceive its products. This situation could have a material adverse effect on the
Company's business, operations, and financial condition.

The Company has established quality assurance and control procedures for both its Compounds and
Pipes Groups. It has dedicated quality assurance laboratories and competent and professional staff for
each of its quality assurance departments in the Compounds and Pipes Group. In addition, for its Pipes
Group, CROWN pipes undergo additional testing externally through the project-clients’ technical
consultants and/or accredited independent laboratories.

In the Company’s continuing commitment to maintain the highest level of quality in its operations and
products, the Company owns and continues to update its ISO certifications, certifying that CROWN
operates a quality management system that has been assessed as conforming to ISO 9001:2008 for the
manufacture and distribution of both compounds and PVC products. The company’s Compounds Division
and Pipe Group are already assessed as conforming to ISO 9001:2015.

o Power Shortages
The Company has been relying primarily on mainstream power for the production of compounds, PVC

pipes, PPR/HDPE pipes and PVC roof materials that requires a significant amount of stable power load
for its operations.
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Any downtime of the Company's operations over an extended period, due to power interruptions, would
have adverse effect on the Company's business, operations, and financial condition.

At present, the Company has a standby generator set to partially address the prospective power shortage

that will affect the country. The Company is also assessing the purchase and installation of additional
standby generator sets to increase its auxiliary power capacities in the event of power outages.

¢ Imitation or Infringement of the Company’s Intellectual Property Rights

In the event that the Company’s trademarks under license are imitated or otherwise infringed, the
Company’s reputation and business may be adversely affected.

The Company has its legal team that can handle any infringement and take legal action should a litigation
matter arise. Furthermore, the Intellectual Property Office closely coordinates with the National Bureau of
Investigation (NBI), which apprehends infringement violators, thus the Company believes that
infringement cases, if any, can be easily resolved.

Risks relating to the Philippines

e Change in Political or Social Instability in the Philippines

The Philippines has from time to time experienced political and social instability. The Philippine
Constitution provides that, in times of national emergency, when the public interest so requires, the

Government may take over and direct the operation of any privately-owned public utility or business.

The Philippines has a presidential system that changes the country’s chief executive every six (6) years
which may cause changes in the political, economic and social policies.

e Occurrence of Natural Calamities

The Philippines has experienced a significant number of major natural calamities over the years, including
typhoons, volcanic eruptions and earthquakes.

The Company completed its flood control system in the Bulacan plant to ensure that production will not be
disrupted and assets and inventories will be protected.

Properties

The Company owns the following properties covered by individual tax declarations issued under its name
in Km. 33 Mac Arthur Highway Bo. Tuktukan, Guiguinto, Bulacan where the manufacturing plant is
located.

Lands
Tax Declaration Number Area Classification
2018-09014-01623 5,462.00 sqm Industrial
2018-09014-01624 892.00 sq.m. Industrial
2018-09014-01626 3,214.00 sqg.m. Industrial
2018-09014-01628 6,415.00 sq.m. Industrial
2018-09014-01634 2,888.00 sg.m. Industrial
2018-09014-01704 11,935.00 sg.m. Industrial
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Buildings and Improvements

Tax Declaration Number Area Classification
2018-09014-01625 140.00 sg.m. Industrial
2018-09014-01627 2,184.00 sg.m. Industrial
2018-09014-01629 1,150.50 sg.m. Industrial
2018-09014-01635 1,980.00 sg.m. Industrial
2018-09014-01636 500.00 sq.m. Industrial/Residential
2018-09014-01705 2,835.00 sg.m. Industrial
2018-09014-01706 468.00 sg.m. Industrial
2018-09014-01707 3,276.00 sq.m. Industrial

The properties (lands, buildings and improvements) are neither subject of any mortgage, lien, or
encumbrance nor limitations on its ownership or usage.

e Trademarks and Copyrights

The Company has various trademarks registered with the Intellectual Property Office, as follows:

CROWN'’s Trademarks Under License

Registered
Trademark

Registration
Number

Date of
Registration

Valid Until

TECHNOVINYL & CROWN

DEVICE WITHIN THE CIRCLE

4-1997-123430

February 10, 2003

February 10, 2023

HI TECH WITH CROWN LOGO

4-2005-006473

October 23, 2006

October 23, 2026

PETROVIN & CROWN DEVICE

4-2006-010314

July 30, 2007

July 30, 2027

CROWN UNIVERSAL

4-2006-013658

August 13, 2007

August 13, 2027

ENDURO WITH CROWN
DEVICE

4-2006-012499

August 20, 2007

August 20, 2027

CROWN 4-2006-013655 August 11, 2008 August 11, 2028
CROWN BLUE 4-2006-013656 August 11, 2008 August 11, 2028
CROWNFLEX 4-2006-013657 August 11, 2008 August 11, 2028

CROWN SUPREME

4-2006-013659

October 13, 2008

October 13, 2028

CROWN EXTREME

4-2010-011168

February 24, 2011

February 24, 2021

CROWN HYDRO-PLUS

4-2014-00003801

August 7, 2014

August 7, 2024

CROWN HYDRO-FLEX

4-2014-00003802

August 7, 2014

August 7, 2024

CROWN HYDRO-TECH

4-2014-00003804

September 18, 2014

September 18, 2024

CROWN RED AND GREEN

4-2014-00004482

December 11, 2014

December 11, 2024

CROWN FUERZA

4-2014-00007463

February 12,2015

February 12, 2025

CROWN SIGMA

4-2014-00007464

February 12, 2015

February 12, 2025

CROWN Corr\Wave

4-2017-011461

November 23,2017

November 23, 2027

CROWN ClearBright

4-2017-011460

December 17,2017

December 17, 2027

CROWN StrongRib

4-2017-011462

December 17,2017

December 17, 2027

CROWN SmartRoof

4-2017-011464

December 17,2017

December 17, 2027

CROWN TileTech

4-2017-011465

December 17,2017

December 17, 2027

CROWN HeatProtect

4-2017-011463

April 26, 2018

April 26, 2028

The Company has a team that handles renewal of trade registrations.

DISAGREEMENT WITH ACCOUNTANTS ON ACCOUNTING
AND FINANCIAL DISCLOSURES

P&A audited the Company’s financial statements for the year ended 31 December 2020. Their

responsibility is to express an opinion on these financial statements based on their audit. The audits were
conducted in accordance with Philippine Standards on Auditing. The partner who handled the Company’s
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external audit was Mr. John Endel Mata. Since the appointment of P&A in 2012, there has been no
change in auditor and there was no event where P&A and the Company had any disagreement with
regard to any matter relating to accounting principles or practices, disclosure of financial statements, or
auditing scope or procedure.

MANAGEMENT DISCUSSION AND ANALYSIS OF OPERATION PERFORMANCE
AND FINANCIAL CONDITION

Results of Operations

Material Changes to the Statement of Comprehensive Income for the period ended December 31,
2020 compared to the Statement of Comprehensive Income for the period ended December 31,
2019 (increase/ decrease of 5.00% or more)

Revenues

For the period ended December 31, 2020, revenues decreased from P1,433.40 million in 2019 to P
1,117.69 million showing a decrease of 22.03% This was due to the decrease in both domestic and
export sales as a result of the government mandated lockdown and Enhanced Community Quarantine
(ECQ) which commenced on March 17, 2020. The partial resumption of operations started only on the
third week of May under General Community Quarantine (GCQ), with restrictive guidelines. GCQ
remained in force up to this date. There was slow resumption of customer orders under uncertain
business climate.

Cost of Sales

Cost of Sales decreased by 25.76%, with the decrease in Sales Revenues, from P1,040.01M to
P772.15M .

Gross Profit and Gross Profit Margin

Gross profit decreased by P47.86 million or 12.17% from P 393.40 million to P345.54 million.

Other Operating Expenses

Other operating expenses decreased by P 14.67M or 7.87% from P 186.34M to P 171.67M.

While minimal to zero selling and marketing expenses were incurred during ECQ months, there were
fixed expenses recognized on the same period such as depreciation, rent, utilities and insurance premium
amortization.

Other Income (Charges)

In 2020, Other Charges (—net) was P 0.56 million compared with P 14.71 million in 2019, primarily due to
net foreign currency gain on purchase and payment on importations and there was no impairment loss
incurred in 2020.

Tax Expense

Tax expense decreased by P3.89M or by 6.96% from P55.93M to P52.04M due to lower net profit before
tax. Net Profit before tax decreased by P19.06M or 9.91% from P192.35M to P173.29M.

27



Financial Condition

Material Changes to the Statement of Financial Position as at December 31, 2020 compared to the
Statement of Financial Position as at December 31, 2019 (increase/ decrease of 5.00% or more)

Cash and Cash Equivalents

Cash and cash equivalents increased by P131.74M or 233.35% from P56.46M to P188.20M primarily due
to lower purchases of raw materials and supplies.

Trade and Other Receivables

Trade and Other Receivables increased by P20.44M or 8% from P255.57M to P276.01M due to ECQ
which affected business operations of customers resulting to deferment of collections and higher trade
receivables as at period end.

This was also due to advance payments to suppliers for the importation of machineries and raw materials
but goods were not yet received by the company as at period end.

Inventories
Inventories decreased by P26.76M or 5.39% from P495.99M to P469.23M. This was also due to
lockdown and government safety guidelines against COVID-19 pandemic which resulted to lesser raw

materials and supplies purchases, and minimal manufacturing operations even after the ECQ.

Prepayments and Other Current Assets

Prepayments and other current assets decreased by P11.93M or 10.07% primarily due to lower input tax
resulting from lesser purchases of raw materials and supplies.

Right of Use Assets - Net

Right of Use Assets - net decreased by P22.42M or 51.61% from P43.44M to P21.02M as a result of pre-
termination of leases for Davao office and warehouse in January 2020 and lease modification for Davao
plant in December 2020.

Other Non-Current Assets

Other non-current assets decreased by P2.32M or 19.40% from P11.95M to P9.63M due to amortization
of deferred input tax balance on purchase of capital goods.

Trade and Other Payables

Trade and other payables decreased by P18.90M or 6.72% from P281.25M to P262.34M due
to reduced raw materials purchases starting March.

Loans and Mortgage Payable-Current

Loans and Mortgage Payable-Current decreased by P0.68M or 21.49% from P3.16M to
P2.48M due to settlement upon maturity.

Mortgage Payable-Non Current

Mortgage Payable-Non Current decreased by P2.39M or 34.37% from P6.95M to
P4.56M due to settlement upon maturity.
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Lease Liability - Current

Lease Liability-Current, arising from contract that contains lease relating to right of use assets, decreased
by P1.15M or 24.99% from P4.62M to P3.47M resulting from amortization of financial lease.

Lease Liability - Non-Current

Lease Liability-Non Current decreased by P20.33M or 51.38% from P39.56M to P19.24M due to pre-
termination of leases for Davao office and warehouse and lease modification for Davao plant.

Post Employment Benefit Obligation

Post employment retirement payable decreased by P6.78M or 99.28% from P6.83M to P0.04M based on

actuarial valuation by independent appraiser.

Deferred Tax Liabilities - net

Deferred Tax Liabilities - net increased by P2.62M or 5.56% from P47.07M to P49.68M primarily due to
the provision for unrealized forex gain.

Treasury Stocks

Treasury Stocks transactions started in March 2019 with reference to the approved Share Buy-Back
program of the company filed with the SEC on December 5, 2018. The amount of P41.10M was incurred
for 20.16M shares as at its final closure on December 5, 2020.

Retained Earnings

Retained Earnings increased by P96.81M or 23.71% due to Net Profit after tax during the year, net of
payment of cash dividend amounting to P24.44M.

lll. Key Performance Indicators

LIQUIDITY RATIOS

Key Indicators

December 31, 2020

December 31, 2019

Current ratio 3.66 :1.00 3.21:1.00
Acid test ratio 1.63:1.00 1.08 : 1.00
Book value per share 2.09 1.93

SOLVENCY RATIOS

SOLVENCY RATIOS

Key Indicators

December 31, 2020

December 31, 2019

Debt to equity ratio

0.28 : 1.00

0.33:1.00

Asset to equity ratio

1.28 : 1.00

1.33:1.00

PROFITABILITY RATIOS

PROFITABILITY RATIOS

Key Indicators

December 31, 2020

December 31, 2019

Earnings per share 0.20 0.22

Return on assets 7.57% 9.46%
Return on equity 9.87% 12.11%
Gross profit ratio 30.92% 27.44%
Net profit (after tax) ratio 10.85% 9.52%

Notes:

1. Current Ratio (Current Assets/Current Liabilities)

To test the Company’s ability to pay its short-term debts

2. Acid Test Ratio (Quick Assets/Current Liabilities)
Measures the Company’s ability to pay its short-term debts from its most liquid assets
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without relying on inventory.
3. Book Value per Share (Equity/Shares Outstanding)
Measures the amount of net assets available to stockholders of a given type of stock.
4. Debt to Equity Ratio (Total Liabilities/Total Equity
Measures the amount of total assets provided by stockholders
5. Asset to Equity Ratio (Total Assets/Total Equity)
Shows the relationship of the total assets to the portion owned by the stockholders.
Indicates the Company’s leverage, the amount of debt used to finance the firm.
6. Earnings per Share (Net Profit/Shares Outstanding)
Reflects the Company’s earning capability.
7. Return on Assets (Net Profit/Average Total Assets)
Indicates whether assets are being used efficiently and effectively
8. Return on Equity (Net Profit/Average Total Equity)
Measures the ability of the company to generate profit from investment of stockholders
9. Gross Profit Ratio (Gross Profit/Revenues)
Measures the percentage of gross income to sales
10. Net Profit Ratio (Net Profit/Revenues)
Measures the percentage of net income to sales
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FY 2019 versus 2018

Results of Operations

Material Changes to the Statement of Comprehensive Income for the period ended December 31,
2019 compared to the Statement of Comprehensive Income for the period ended December 31,
2018 (increase/ decrease of 5.00% or more)

Revenues

For the period ended December 31, 2019, revenues increased from P1,187.19 million in 2018 to P
1,433.40 million showing an increase of 20.74% due to increase in export and local sales resulting from
more aggressive sales efforts and broader geographic market.

Cost of Goods Sold

Cost of goods sold increased by 21.69% from P 854.65 million to P 1,040.00 million.

Gross Profit and Gross Profit Margin

Gross profit increased by P60.87 million or 18.30% from P 332.53 million to P393.40 million.

Other Operating Expenses

Other operating expenses increased by 11.54% from P167.06 million for the year 2018 to P186.34 million
in 2019 due to increase in selling and marketing expenses, directors’ compensation and fees and
consultancy fees for data privacy and information security, organizational and human resources
development, and operations management audit.

Other Income (Charges)

In 2019, it resulted to Other Charges —net for P 14.71 million compared with Other Income -net of P 2.74
million in 2018, due to net foreign currency losses, impairment loss on application for VAT refund and
increase in finance costs on bank loan availments for working capital and recognition of interest expense
on the Lease Liability, in accordance with PFRS 16, new accounting standard on Right of Use Asset on
Leases.

Tax Expense

Tax expense increased by P 5.33 million or 10.52% from P50.61 million to P55.93 million due to increase
in taxable income from P168.21 million to P192.35 million. The denied input VAT credit/refund
applications with Bureau of Internal Revenue in 2018 and 2015 for P15.89 million were written-off this
year and tax deduction benefit were realized in 2019.
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Financial Condition

Material Changes to the Statement of Financial Position as at December 31, 2019 compared to the
Statement of Financial Position as at December 31, 2018 (increase/ decrease of 5.00% or more)

Cash and Cash Equivalents

Cash and cash equivalents decreased by P24.93 million or 30.63% to P 56.46 million as at December 31,
2019 from P81.39 million as at year-end 2018 primarily due to payment of cash dividends, repayment of
bank loans and advance payment for purchase of land.

Trade and Other Receivables-net

Trade and Other Receivables-net increased by P49.65 million or 24.11% to P 255.57 million as at
December 31, 2019 from P205.92 million as at year-end 2018 primarily due to increase in revenues.

Inventories
Inventories increased by P38.29 million or 8.37% from P457.70 million to P495.99 million primarily due to
additional purchases of raw materials to hedge against price volatility and also due to more production of

pipes and roof, and to supply for the new sales depot in Cebu.

Prepayment and Other Current Assets

Prepayment and other current assets increased by P12.53 million or 11.82% from
P105.98 million to P118.51 million due to the increase in input VAT from purchases.

Property, Plant, and Equipment — net

Property, plant, and equipment — net increased by P 171.24 million or 41.22% from P415.4 million to
P586.64 million due to appraisal increase on revaluation of land, new acquisitions of machineries and
equipments, and transportation equipments.

Right of Use Asset - Net

The initial adoption of the new PFRS 16 requires recognition of Right of Use Asset on Leases for lease
contracts in place as at January 1, 2019 with remaining lease term of more than one (1) year. The
related depreciation expense and accumulated depreciation are also recognized based on the remaining
lease term.

Other Non-current Assets

Other non-current assets decreased by P36.04 million or 75.10% from P48.0 million to P11.95 million due
to reclassification of the advance payment made on purchase of land from Other Non-current Asset to
Property, Plant and Equipment.

Trade and Other Payables

This account increased by P105.70 million or 60.21% from P175.55 million as at year end 2018 to
P281.25 million by year-end 2019 due to more purchases of raw materials and purchase of machineries.

Loans and Mortgage Payable

This account decreased by P26.74 million or 89.43% from P29.89 million to P3.16 million due to
repayment of bank loans for working capital requirements.
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Income tax payable

There was no Income tax payable balance as at end of 2019 compared with P5.09 million at end of 2018
due to lower taxable income resulting from the write-off of denied input VAT.

Mortgage Payable

This account increased by P3.33 million or 91.99% from P3.62 million to P6.95 million due to vehicle
loans for purchase of delivery equipments.

Post Employment Defined Benefit Obligation

This account increased by P 0.71 million or 11.54% from P 6.12 million to P 6.83 million due to actuarial
valuation as at December 31, 2019.

Lease Liability - Current and Non-Current

In compliance with adoption of PFRS 16 - Accounting for Leases, recognition of Right of Use Asset and
Lease Liability measured at the present value of the remaining lease payments, interest expense on
Lease Liability using incremental borrowing rates as of January 1,2019.

Deferred Tax Liability-net

This account increased by P27.39 million or 139.13% from P19.68 million to P47.07 million due to the tax
effect on the revaluation of Land.

Revaluation Reserves

This account increased by P 62.10 million or 98.65% from P 62.95 million to P125.08 million due to
revaluation increment in the value of land as at valuation date December 31, 2019 from the last valuation
date December 31, 2017.

Retained Earnings

As at December 31, 2019, retained earnings increased by 24.38% from P328.31 million as at year-end
2018 to P408.35 million as at year- end 2019. The net increase is primarily due to the net profits after tax
reported for the year amounting to P136.41 million

Treasury Stock

Pursuant to the approved Share-buy back program, total amount of P37.46 million was incurred as at
December 31, 2019, for the repurchase of 18,356,000 shares.

lll. Key Performance Indicators

LIQUIDITY RATIOS

Key Indicators December 31, 2019 December 31, 2018

Current ratio 3.21:1.00 4.04 :1.00
Acid test ratio 1.08 : 1.00 1.36 : 1.00
Book value per share 1.93 1.70

SOLVENCY RATIOS

SOLVENCY RATIOS

Key Indicators

December 31, 2019

December 31, 2018

Debt to equity ratio

0.33:1.00

0.22:1.00

Asset to equity ratio

1.33:1.00

1.22:1.00

PROFITABILITY RATIOS

PROFITABILITY RATIOS

Key Indicators

December 31, 2019

December 31, 2018

Earnings per share

0.22

0.19
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Return on assets 9.46% 9.35%
Return on equity 12.11% 11.23%
Gross profit ratio 27.44% 28.01%
Net profit (after tax) ratio 9.52% 9.91%
Notes:

1. Current Ratio (Current Assets/Current Liabilities)
To test the Company’s ability to pay its short-term debts
2. Acid Test Ratio (Quick Assets/Current Liabilities)
Measures the Company’s ability to pay its short-term debts from its most liquid assets
without relying on inventory.
3. Book Value per Share (Equity/Shares Outstanding)
Measures the amount of net assets available to stockholders of a given type of stock.
4. Debt to Equity Ratio (Total Liabilities/Total Equity
Measures the amount of total assets provided by stockholders
5. Asset to Equity Ratio (Total Assets/Total Equity)
Shows the relationship of the total assets to the portion owned by the stockholders.
Indicates the Company’s leverage, the amount of debt used to finance the firm.
6. Earnings per Share (Net Profit/Shares Outstanding)
Reflects the Company’s earning capability.
7. Return on Assets (Net Profit/Average Total Assets)
Indicates whether assets are being used efficiently and effectively
8. Return on Equity (Net Profit/Average Total Equity)
Measures the ability of the company to generate profit from investment of stockholders
9. Gross Profit Ratio (Gross Profit/Revenues)
Measures the percentage of gross income to sales
10. Net Profit Ratio (Net Profit/Revenues)
Measures the percentage of net income to sales

FY 2018 versus 2017
Results of Operations

Material Changes to the Statement of Comprehensive Income for the period ended December 31,
2018 compared to the Statement of Comprehensive Income for the period ended December 31,
2017 (increase/ decrease of 5.00% or more)

Revenues

For the period ended December 31, 2018, revenues decreased from P1,255.30 million in 2017 to
P1,187.19 showing a decrease of 5.43% due to decrease in export sales and slower infrastructure
projects.

Cost of Goods Sold
Cost of goods sold also decreased by 5.8% from P 907.32 million to P 854.65 million in relation to the
decrease in revenues.

Gross Profit and Gross Profit Margin

Gross profit decreased from P 347.98 million for the year 2017 to P332.53 million for the year 2018,
equivalent to a 4.44% decrease. The gross profit margin improved from 27.72% to 28.01% for the year
2018.
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Other Operating Expenses

Other operating expenses decreased by 6.81% from P179.26 million for the year 2017 to P167.06 million
in 2018 due to decrease in selling, marketing and rent expenses.

Other Income (Charges)

In 2018, it resulted to Other Income —net for P 2.74 million compared with Other charges-net of P 0.74
million in 2017, due to net foreign currency gains and effect of adoption of PFRS 9, net of impairment loss
on application for VAT refund.

Financial Condition

Material Changes to the Statement of Financial Position as at December 31, 2018 compared to the
Statement of Financial Position as at December 31, 2017 (increase/ decrease of 5.00% or more)

Cash and Cash Equivalents

Cash and cash equivalents decreased by P9.58 million or 10.53% to P 81.39 million as at December 31,
2018 from P90.96 million as at year-end 2017 due to payment of cash dividends, purchases of raw
materials, acquisitions of new machineries and equipments and advance payment for future purchase of
lot.

Trade and Other Receivables-net

Trade and Other Receivables-net decreased by P28.82 million or 12.28% to P 205.92 million as at
December 31, 2018 from P234.74 million as at year-end 2017 due to stricter credit and collection policies
and provision for impairment on application for VAT refund.

Inventories
Inventories increased by P88.15 million or 23.85% from P369.55 million to P457.7 million primarily due to
additional purchases of raw materials to hedge against price volatility and also due to start of production

of PVC roof division.

Prepayment and Other Current Assets

Prepayment and other current assets increased by P17.58 million or 19.88% from
P88.41million to P105.98 million due to the increase in input VAT from purchases and application for VAT
refund.

Other Non-current Assets

Other non-current assets increased by P26.24 million or 120.67% from P21.75 million to P48.0 million
due to advance payment on future purchase of land.

Trade and Other Payables

This account increased by P34.98 million or 24.89% from P140.56 million as at year end 2017 to P175.55
million by year-end 2018 due to more purchases of raw materials at longer suppliers’ credit terms and
purchase of machineries.

Loans and Mortgage Payable

This account increased by P28.14 million or 1,605.93% from P1.75 million to P29.89 million due to
release of bank loans for working capital requirements.
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Income tax payable

Income tax payable decreased by 15.27% from P6.0 million to P5.09 million due to lower tax payable
from annualized computation of regular income tax due for 2018.

Mortgage Payable

Mortgage payable increased by 45.91% from P2.48 million to P3.62 million due to release of vehicle loan
for purchase of delivery equipments.

Deferred Tax Liability-net

This account decreased by 9.12% from P1.98 million from P21.66 million to P19.68 million due to the
effect of adoption of PFRS 9.

Post Employment Defined Benefit Obligation

This account decreased by P 3.14 million or 33.90% from P 9.27 million to P 6.12 million due to actuarial
valuation decrease as at December 31, 2018 valuation date.

Retained Earnings

As at December 31, 2018, retained earnings increased by 18.74% from P276.51 million as at year-end
2017 to P328.31 million as at year- end 2018. The net increase is primarily due to the net profits after tax
reported for the year amounting to P117.60 million

lll. Key Performance Indicators

LIQUIDITY RATIOS

Key Indicators

December 31, 2018

December 31, 2017

Current ratio 4.04 : 1.00 5.28 :1.00
Acid test ratio 1.36 : 1.00 2.20:1.00
Book value per share 1.70 1.62

SOLVENCY RATIOS SOLVENCY RATIOS
Key Indicators December 31, 2018 December 31, 2017
Debt to equity ratio 0.22:1.00 0.18 : 1.00
Asset to equity ratio 1.22:1.00 1.18:1.00

PROFITABILITY RATIOS

PROFITABILITY RATIOS

Key Indicators

December 31, 2018

December 31, 2017

Earnings per share

0.19

0.19

Return on assets 9.35% 9.98%
Return on equity 11.23% 12.00%
Gross profit ratio 28.01% 27.72%
Net profit (after tax) ratio 9.91% 9.33%
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Notes:

1. Current Ratio (Current Assets/Current Liabilities)
To test the Company’s ability to pay its short-term debts
2. Acid Test Ratio (Quick Assets/Current Liabilities)
Measures the Company’s ability to pay its short-term debts from its most liquid assets
without relying on inventory.
3. Book Value per Share (Equity/Shares Outstanding)
Measures the amount of net assets available to stockholders of a given type of stock.
4. Debt to Equity Ratio (Total Liabilities/Total Equity
Measures the amount of total assets provided by stockholders
5. Asset to Equity Ratio (Total Assets/Total Equity)
Shows the relationship of the total assets to the portion owned by the stockholders.
Indicates the Company’s leverage, the amount of debt used to finance the firm.
6. Earnings per Share (Net Profit/Shares Outstanding)
Reflects the Company’s earning capability.
7. Return on Assets (Net Profit/Average Total Assets)
Indicates whether assets are being used efficiently and effectively
8. Return on Equity (Net Profit/Average Total Equity)
Measures the ability of the company to generate profit from investment of stockholders
9. Gross Profit Ratio (Gross Profit/Revenues)
Measures the percentage of gross income to sales
10. Net Profit Ratio (Net Profit/Revenues)
Measures the percentage of net income to sales

2021 Plan of Operations

1. Growth with new product and geographic expansion
2. Broaden market segments

3. Expand capacity in Bulacan plant

4. Enhance Data Privacy and Cyber Security

5. Re-engineer Corporate Organization

6. Succession Planning

7. Upgrade logistics equipments

8. Upgrade production facilities, tools, equipments and accessories

FINANCIAL STATEMENTS

The Financial Statements of the Company are incorporated herein by reference and attached as an

integral part of this Information Statement.
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FIRST QUARTER 2021

Results of Operation

(Based on Financial Statements adopted in accordance with the Philippine Financial
Reporting Standards)

Review of March 31, 2021 versus March 31, 2020

Sales Revenues increased by 28% from P320.75M to P410.08 or by P 89.33M. This was driven
by the increase in export sales of Compounds Division and increase in sales of Pipes and
Roofing Divisions.

Cost of Sales increased by 38% from P212.92M to P293.73M or by P80.81M as the result of the
increase in sales volume as well as the increase in raw material costs.

Other Income (Charges) increased by P0.51M or 426% from P0.12M to P0.63M. During the
quarter, there were sale of company vehicles resulting to a gain of P0.28M. Further, with the
appreciation of peso against US dollars, CACC was able to realize foreign exchange gain from
export sales.

Net Profit Before Tax increased by P8.19M or 13% from P64.72M to P72.91M due to higher
revenues in Quarter 1.

Tax expense decreased by P1.12M or 6% from P19.29M to P18.17M due to implementation of
CREATE bill wherein the corporate income tax was reduced from 30% to 25%. The effectivity of
the said CREATE bill is July 1, 2020.

Net Profit After Tax increased by P9.31M or 21% from P45.43M to P54.74M. This is due to the
increase in revenues as well as the 5% reduction in the corporate income tax from 30% or 25%
following the implementation of the CREATE bill.

Financial Condition

Review of financial condition as of March 31, 2021 compared with financial condition as of
December 31, 2020

Cash and cash equivalents decreased by P54.97M or 29% from P188.20M to P133.23M.
Purchases of raw materials increased as the volume of sales increased. However, it must be
noted that cost of these materials went up, thus the higher amount of payments to suppliers. On
the other hand, some customers are still trying to recover from the pandemic which resulted to
slow collection from them.

Trade and Other Receivables increased by P109.41M or 40% from P276.00M to P385.41M. This
was primarily due to the increase in sales during the quarter and slow collection from some
customers that were impacted by the pandemic.

Inventories increased by P75.18M or 16% from P469.23M to P544.41M due to higher raw
materials purchases.

Right of Use Assets decreased by P1.04M or 5% from P20.02M to P19.97M due to the
recognition of depreciation expense.

Other non-current assets decreased by P0.56M or 6% from P9.63M to P9.06M due to refund of
rental deposit for the terminated lease of one property in Davao.
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Trade and other payables increased by P88.53M or 34% from P262.34M to P350.87M due to
higher raw materials purchases.

Loans and mortgage payable decreased by P0.64M or 26% due to settlement of car loan
amortization.

Current Lease Liability decreased by P.81M or 23% from P3.47M to P2.66M resulting from
amortization of financial lease on the right of use asset.

Income Tax Payable increased by P1.98M or 12% from P16.17M to P18.16M due to higher
taxable income for the period.

Post-employment retirement payable increased by P1.11M or 2280% from P.05M to P1.16M due
to additional provision for retirement benefit.

Retained Earnings increased by P54.74M or 11% due to the increase net profit after tax during
the period.

Material Changes as of March 31, 2021 Financial Statements

Statement of Financial Position

(Increase/decrease of 5% or more versus December 31, 2020)

29% decrease in cash and cash equivalents

Due to slow collection from some customers affected by the pandemic and higher payment to raw

materials suppliers

40% increase in trade and other receivables
Due to the increase in sales and slow collection from some customers affected by the pandemic

16% increase in inventories
Due to higher raw materials purchases

5% decrease in right of use assets - net
Due to recognition of depreciation expense on the right of use assets

6% decrease in other non-current assets
Due to the refund of rental deposit from the terminated lease of one property in Davao.

34% increase in trade and other payables
Due to higher raw materials purchases

26% decrease in loans and mortgage payable
Due to settlement of car loan amortization

23% decrease in lease liability-current,
Due to amortization of lease liabilities.

12% increase in income tax payable
Due to higher taxable income for the period

2280% increase in post-employment defined benefit obligation
Due to the provision for retirement benefit payable for the period
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11% increase in retained earnings
Due to higher net profit after tax for the quarter

Statement of Income
(Increase/decrease of 5% or more versus March 31, 2020)

28% increase in sales revenue
Due to increase in PVC compounds export sales and increase in sales of pipes and roofing
divisions.

38% increase in cost of goods sold
Due to increase in sales revenues and raw material costs

426% increase in other income -net
Due to foreign exchange gains on export sales and sale of 2 company vehicles.

13% increase in net profit before tax
Due to higher revenues during the period

6% decrease in tax expense
Due to to CREATE bill income tax rate adjustment from 30% to 25%

21% increase in net profit after tax
Due to higher revenues and lower corporate income tax rate following the implementation of
CREATE bill.

There are no other significant changes in the Company’s financial position (5% or more) and
condition that will warrant a more detailed discussion. Further, there are no material events and
uncertainties known to management that would have impact or change the reported financial
information and condition of the Company.

There are no known trends or demands, commitments, events or uncertainties that would result
in or that are reasonably likely to result in increasing or decreasing the Company’s liquidity in any
material way. The Company does not anticipate having any cash flow or liquidity problems. The
Company is not in default or breach of any note, loan, lease or other indebtedness or financing
arrangement requiring it to make payments.

The Company has no unusual nature of transactions or events that affects assets, liabilities,
equity, net income or cash flows.

The unaudited interim financial statements do not include all the information or disclosure
required in the financial statements and should be read in conjunction with the Company’s
audited annual financial statements as of and for the year ended December 31, 2020.

The accounting policies and methods of computation adopted in preparation of the Company’s
unaudited interim financial statements are the same with the most recent audited annual financial
statements for the year ended December 31, 2020.

There were no known material events subsequent to the end of the interim period that have not
been reflected in the Company’s Financial Statements for the first quarter of 2021.
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There were no changes in estimates of amount reported in the current financial year or changes
in estimates of amounts reported in prior financial years.

There was no contingent liability reflected in the most recent annual financial statements, the
same in the current year financial statements for the first quarter of 2021. There are
commitments, guarantees, and contingent liabilities that arise in the normal course of operations
of the Company which are not reflected in the accompanying interim financial statements. The
management of the Company is of the opinion that losses, if any, from these items will not have
any material effect on its interim financial statements.

There are no material commitments for capital expenditures, events or uncertainties that have
had or that are reasonable expected to have material impact on the continuing operations of the
Company.

Item 3 - Aging of Accounts Receivable
EXHIBIT 7
CROWN ASIA CHEMICALS CORPORATION
(Formedly Crown Asia Compounders Carporation)
Aging of Accounts Recervable
As of March 31, 2021
{Amounts in Philippine Pesos)
(UNAUDITED)

Current/
Type of Receivable Balance Not yet due Over 30 Days | Over 60 days | Ower 30 days | Over 120 days

3. Trade and Other Receivables-net 385,413,853 346,984,750 807,837 | 4,678,885 867299 | 24,855,053
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EXHIBIT 8

Item 4 — Key Performance Indicators

Key Performance Indicators

LIQUIDITY RATIOS

Key Indicators

March 31, 2021

December 31, 2020

Current ratio 3.15:1.00 3.66 : 1.00
Acid test ratio 1.39:1.00 1.63:1.00
Book value per share 2.18 2.09

SOLVENCY RATIOS

Key Indicators

March 31, 2021

December 31, 2020

Debt to equity ratio 0.34:1.00 0.28:1.00
Asset to equity ratio 1.34:1.00 1.28:1.00
PROFITABILITY
RATIOS
Key Indicators March 31, 2021 March 31, 2020
Earnings per share 0.09 0.07
Return on assets 3.1% 2.90%
Return on equity 4.11% 3.78%
Gross profit ratio 28.37% 33.62%
Net profit ratio 13.35% 14.16%

Notes:

1. Current Ratio (Current Assets/Current Liabilities)

To test the Company’s ability to pay its short-term debts

2. Acid Test Ratio (Quick Assets/Current Liabilities)
Measures the Company’s ability to pay its short-term debts from its most liquid assets

without relying on inventory.

3. Book Value per Share (Equity/Shares Outstanding)
Measures the amount of net assets available to stockholders of a given type of stock.
4. Debt to Equity Ratio (Total Liabilities/Total Equity

Measures the amount of total assets provided by stockholders

5. Asset to Equity Ratio (Total Assets/Total Equity)
Shows the relationship of the total assets to the portion owned by the stockholders.
Indicates the Company’s leverage, the amount of debt used to finance the firm.

6. Earnings per Share (Net Profit/Shares Outstanding)
Reflects the Company’s earning capability.

7. Return on Assets (Net Profit/Average Total Assets)
Indicates whether assets are being used efficiently and effectively

8. Return on Equity (Net Profit/Total Equity)

9. Gross Profit Ratio (Gross Profit/Revenues)

Measures the percentage of gross income to sales

10. Net Profit Ratio (Net Profit/Revenues)

Measures the percentage of net income to sales
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MARKET FOR REGISTRANT’S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

Market Information

The Company common shares were listed at the PSE on 27 April 2015 and traded in the First
Board.

Full year high and low prices from 1 January 2020 to 31 December 2020 are as follows:

High [ R 2.17
Low | P 1.68

High and Low Sales Prices for the following Quarter end dates are:

Quarter High | Low
1st Quarter 2018 | R2.05 | R 2.01
2" Quarter 2018 | £#1.89 | P1.81
3 Quarter 2018 | P1.74 | R1.71
4t Quarter 2018 | R1.80 | R1.73
1st Quarter 2019 | P1.91 | R1.90
2nd Quarter 2019 | R2.11 | R2.01
3 Quarter 2019 | BP2.04 | R2.03
4t Quarter 2019 | R2.17 | R2.14
1st Quarter 2020 | P1.92 | R1.80
2nd Quarter 2020 | 22.00 | P1.68
3 Quarter 2020 | P2.00 | R1.81
4t Quarter 2020 | RP2.13 | R1.80
1st Quarter 2021 | P2.51 | R1.75

As at December 31, 2020, based on closing price of P 1.87 per share, the market capitalization of
the common shares of the company was R 1,141,894,930.00.

Total shares outstanding as of 30 April 2021 was 610,639,000 shares, with a par value of 21.00
per share.

As of 30 April 2021, the High and Low Prices were at 21.87 and P1.83 with the Last Traded Price
at R1.86.

The Top 20 shareholders as of 31 March 2021 are as follows:

Name Number of Share % to Total Outstanding
Held
1. PCD Nominee — Filipino 192,082,297 31.46%
2. Eugene H. Lee Villanueva 74,577,108 12.21%
3. Walter H. Villanueva 73,955,000 12.11%
4. Christie Tan Perez 47,280,000 7.74%
5. Nicasio T. Perez 47,280,000 7.74%
6. Tita P. Villanueva 47,280,000 7.74%
7. OscarT. Perez 23,640,000 3.87%
8. Meda T. Perez 23,640,000 3.87%
9. Sofia P. Po 23,640,000 3.87%
10. Gloria P. Go 23,640,000 3.87%
11. Elizabeth P. Lee Villanueva 11,820,000 1.94%
12. Derrick P. Villanueva 6,431,293 1.05%
13. PCD Nominee Corporation 6,238,401 1.02%
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Name Number of Share % to Total Outstanding
Held
14. Warren Michael P. Lee Villanueva 3,940,000 0.65%
15. Natalie Lee Villanueva Penaranda 3,940,000 0.65%
16. Johanns Plana Lee Villanueva 3,940,000 0.65%
17. Derrick P. Villanueva 3,689,000 0.60%
18. Eugene H. Lee Villanueva 3,657,108 0.58%
19. Jefferson T. Sy 2,564,422 0.42%
20. Christie T. Perez 2,464,422 0.39%

Voting Rights

At each meeting of the shareholders, every stockholder entitled to vote on a particular question or matter
involved shall be entitled to one vote for each share of stock standing in his name in the books of the
Company at the time of closing of the transfer books for such meeting. The Company issued only one
type of share, common shares, and all such common shares have equal voting rights.

Dividends and Dividend Policy

The Company is authorized to distribute dividends out of its surplus profit, in cash, properties of
the Company, shares of stock, and/or securities of other companies belonging to the Company.
Dividends paid in the form of cash or property is subject to approval of the Company’s Board of
Directors. Dividends paid in the form of additional shares are subject to the approval of the
Company’s Board of Directors and stockholders that own at least two-thirds (3/3) of the
outstanding capital stock of the Company. Holders of outstanding Common Shares as of a
dividend record date will be entitled to full dividends declared, without regard to any subsequent
transfer of such shares.

On 4 March 2014, the Board of Directors of the Company approved its dividend policy under
which the Company shall distribute to its stockholders as dividends, whether cash, property, or
stock, at least 10.00% of the Company’s net income after tax for the previous fiscal year, subject
to the provision of sufficient funds for the implementation of the Company’s business plan,
operating expenses and budget, appropriation for expansion projects (as applicable), lenders’
requirements, appropriate reserves, and applicable laws.

From 2018 to 2020, the Company declared cash dividends as follows:

Cash Dividend Payout: 2018 — 2020

Year Declaration Record Payment Amount Cash Dividend
Date Date Date Dividends Rate
per Share

2018 March 09, 2018 April 12, | May 9, 2018 | 25,232,000 R0.04 48.48%
2018
June 26,
2018 July 11, 2018 | 31,540,000 | R0.05

2019 March 12, 2019 April 12, | May 9, 2019 | 31,455,100 R0.05 47.94%
2019
July 9, 2019

July 23, 2019 | 24,921,080 £0.04

2020 May 29, 2020 June 26, | July 22, | 24,443,640 R0.04 17.92%

2020 2020
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DIRECTORS AND EXECUTIVE OFFICERS

Please refer to the portion of this Information Statement on “Directors and Executive Officers.”

COMPLIANCE WITH THE MANUAL OF CORPORATE GOVERNANCE

The Company was listed at the PSE on 27 April 2015. The Company’s Integrated Annual
Corporate Governance Report (I-ACGR) shall be submitted on or before 30 May 2021, in
compliance with SEC Memorandum Circular No. 15 Series of 2017.

UNDERTAKING TO PROVIDE PRINTED COPIES OF THE
INFORMATION STATEMENT AND ANNUAL REPORT

UPON WRITTEN REQUEST OF ANY SHAREHOLDER OF RECORD ENTITLED TO NOTICE
OF AND VOTE AT THE MEETING, THE COMPANY SHALL FURNISH SUCH SHAREHOLDER
WITH A COPY OF THE COMPANY’S INFORMATION STATEMENT (ON SEC FORM 20-IS)
AND ANNUAL REPORT (ON SEC FORM 17-A) WITHOUT CHARGE. ANY SUCH WRITTEN
REQUEST SHALL BE ADDRESSED TO:

ATTY. JASON C. NALUPTA
Corporate Secretary

CROWN ASIA CHEMICALS CORPORATION
RM 508 PRESIDENT TOWER,
81 TIMOG AVENUE, QUEZON CITY
Email: jecn@tvvlaw.com
Tel No.: 632-413-8032 to 36
Fax No.: 632-413-8032 Loc. 111
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DIRECTORS’ ATTENDANCE REPORT (2020)

Board Meetings

BOARD OF DIRECTORS MEETING

Members 16-Jan-20 ‘ 5-Mar-20 l 29-May-20 26-Jun-20 9-Jul-20 11-Aug-20 10-Nov-20

Walter H. Villanueva vy y v v \/ v
Eugene H. Lee Villanueva B v < < N N
Tita P. Villanueva N \ v | y v i
Nicasio T. Perez N v v ] y ] J
Derrick P. Villanueva v N v < ] V ]
Hans oseph 7. pere, G y v
Ernesto Maria R. Alberto y v v v v J |
Marie Therese G. Santos N v v ] v y J
Bede Lovell S. Gomez N N v ] v N J

*Note: Mr. Hans Perez became a board member only in the July 2020 Annual Stockholders’ Meeting.

Audit Committee Meetings
Members 5-Mar-20 29-May-20 11-Aug-20 10-Nov-20

Marie Therese G. Santos v y y y

Ernesto Maria R. Alberto o y y v

Bede Lovell S. Gomez N N N N

Nicasio T. Perez v v v N

Jefferson T. Sy v N

Eugene H. Lee Villanueva v N

*Note: Noted absences were due to the change in Audit Committee member composition after the Annual Stockholders’ Meeting.

Corporate Governance Committee Meetings

Members 5-Mar-20 29-May-20 26-Jun-20 10-Nov-20
Bede Lovell S. Gomez \ v v \
Ernesto Maria R. Alberto v v v v
Marie Therese G. Santos \ v v \
Walter H. Villanueva \ \ \ \
Tita P. Villanueva v v v v
Derrick P. Villanueva | V
*Note: Mr. Derrick Villanueva only became a member of this Committee after the July 2020 Annual Stockholders’ Meeting.

Risk Committee Meetings

Members 5-Mar-20 26-Jun-20 11-Aug-20 10-Nov-20
Ernesto Maria R. Alberto \ v v \
Marie Therese G. Santos v v v N
Bede Lovell S. Gomez v v v v
Derrick P. Villanueva N +
Eugene H. Lee Villanueva \

Walter H. Villanueva

Hans Joseph T. Perez

\l

\l

\l

\l

*Note: Noted absences were due to the change in Committee member composition after the Annual Stockholders’ Meeting. Only the March
5, 2020 meeting, where Mr. Eugene Villanueva was absent, was there a meeting of the Risk Committee held in 2020 wherein a member
was absent.
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Guidelines for Participating via Remote Communication and Voting in Absentia

The 2021 Annual Stockholders’ Meeting (ASM) of Crown Asia Chemical Corporation (the
“Company”) will be held on 18 June 2021 at 3:00 P.M. and the Board of Directors of the
Corporation has fixed the end of trading hours of the Philippine Stock Exchange, Inc. on 14 April
2021 (“Record Date”) as the record date for the determination of stockholders entitled to notice of,
to attend, and to vote at such meeting and any adjournment thereof. In view of the continuing
mobility restrictions and prohibition on mass gatherings due to the public health emergency, the
Board of Directors of the Company has approved and authorized stockholders to participate in
the ASM via remote communication and to exercise their right to vote in absentia or by proxy

REGISTRATION

The conduct of the meeting will be streamed live, and stockholders may attend the meeting by
registering until 8 June 2021, 5:00 p.m. via https://www.crownpvc.com.ph/investors and by
submitting the following requirements and documents to
corporatesecretary@crownpvc.com.ph, subject to verification and validation:

1. Individual Stockholders

1.1. Clear digital copy of the front and back portion of a valid government-issued
identification card/s (ID/s), which include the passport, driver’s license, SSS ID, senior citizen ID,
among others in order to validate the registration of the shareholder

1.2. Stock certificate number

1.3. Active e-mail address/es

1.4. Active contact number/s, with area and country codes
2. Multiple Stockholders or with joint accounts
2.1. Clear digital copy of the front and back portion of a valid government-issued identification
card/s (ID/s), which include the passport, driver’s license, SSS ID, senior citizen ID, among others
in order to validate the registration of the shareholders

2.2. Stock certificate number/s

2.3. Active e-mail addresses of the stockholders

2.4. Active contact numbers, with area and country codes

2.5. Digital copy of an authorization letter executed by all named holders, authorizing a holder to
vote for and on behalf of the account

3. Corporate Stockholders

3.1. Digital copy of the Secretary’s Certificate (or equivalent for non-resident) attesting to the
authority of the representative to vote for and on behalf of the corporation

3.2. Clear digital copy of the front and back portion of a valid government-issued identification
card/s (ID/s), which include the passport, driver’s license, SSS ID, senior citizen ID, among others
to validate the registration of the authorized representative

3.3. Active e-mail address/es of the authorized representative

3.4. Active contact number of an authorized representative, with area and country codes
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4. PCD Participants/Brokers

4.1. Digital copy of the Secretary’s Certificate (or equivalent for non-resident) attesting to the
authority of the representative to vote for and on behalf of the PCD participant/broker

4.2. Digital copy of the certificate of shareholdings issued by the PCD/broker

4.3. Clear digital copy of the front and back portion of a valid government-issued identification
card/s (ID/s), which include the passport, driver’s license, SSS ID, senior citizen ID, among others
to validate the registration of the authorized representative

4.4. Active e-mail address/es of the authorized representative
4.5. Active contact number of the authorized representative, with area and country codes
ONLINE VOTING

1. Log-in to the voting portal by clicking the link, and using the log-in credentials, sent to the email
address of the shareholder to the Company.

2. Upon accessing the portal, the stockholder can vote on each agenda item. A brief description
of each item for stockholders’ approval are appended to the Notice of Meeting.

2.1 A stockholder has the option to vote “Yes”, “No”, or “Abstain” on each agenda item for
approval.

2.2 For the election of directors, the stockholder has the option to vote for all nominees, withhold
vote for any of the nominees, or vote for certain nominees only.

3. Once the stockholder has finalized his vote, he can proceed to submit his vote by clicking the
“Submit” button.

4. The stockholder can vote only once, after successful registration. Once submitted, the votes
cast shall be considered final.

ASM LIVESTREAM

The ASM will be broadcasted live and stockholders who have successfully registered will be
provided access to participate via remote communication. Instructions on how to access the
livestream will be sent to their emails upon registration.

OPEN FORUM

During the virtual meeting, after all items in the agenda have been discussed, the Company will
have the Question and Answer Portion, during which, the meeting’s moderator will read and
where representatives of the Company shall answer questions and comments received from
stockholders, as time will allow. Stockholders may send their questions in advance by sending an
email bearing the subject “Questions for ASM 2021” to corporatesecretary@crownpvc.com.ph on
or before 10:00 am on 18 June 2021. Questions/comments received but not entertained during
the Open Forum due to time constraints will be addressed separately by the Company via email.
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-A, AS AMENDED
ANNUAL REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SECTION 141
OF THE CORPORATION CODE OF THE PHILIPPINES

I. For the fiscal year: December 31, 2020
2 S ldennficanon number; 159950

L. BIR Tax Idennficanon NMo: 025-240-902-000

4. Exact name of issucr as specified in its charter: CROWMN ASIA CHEMICALS
CORPORATION

5. Province, country or other junisdiction of incorporation or onganizaton: Metro Manila

6. Industry Classification Code[ ] (SEC Use Only)

. Address of ssuer's poncipal office: Km 33 Mc Anh

Postal Code: 3015
8. lssuer's telephone number, including area code: (§32) 3412-06-39 to 41

9. Former name, former address and former fiscal

vear, If changed since last report: Not Applicable

10.5ccunnies regrstered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the R5A

Title of cach Class Number of shares of common
stock outstanding
Common stock 610,639,000

Amount of Debt Outstanding
as of December 31, 2020
P358,043,348

11. Are any or all of the secunities listed on a Stock Exchange?
Yes [/] No |]
If ves, state the name of such Stock Exchange and the class /es of secunnies listed therem:
The Philippine Stock Exchange, Inc.

Total of 610,639,000 commaon shares with par value of PLOD per share
I



12, Indicate by check mark whether the registrant:

{a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17 there
under or Sections 11 of the RSA and RSA Rule 11{a)-1 there under, and Sectnons 26 and
141 of the Corporation Code of the Philippines, dunng the preceding rwelve (12)
maonths (or for such shorter period the registrant was rrqu.lrtd to file such reports)

Yes [ /] No | ]

(h) has been subject to such ﬁlinEEquirtmcnl:r- for the past minety (M) dn}-g-

Yes [/] No | |

13.  Agpregare value of the vorng stock held by pubhc:
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PART I—BUSINESS AND GENERAL INFORMATION
Item 1. Business

The Company was incorporated and registered with the SEC on February 10, 1989 as Crown Asia
f'ntnp:mn:lcrs Corporation. On Sepiember 20, 2014, the SEC approved the change of the
Company's name to “Crown Asia Chemicalk Corporation™. Its primary purpose is to engage in,
operate, conduct and maintain the business of manufacturing, importing, exporting, buying, selling
or otherwise dealing in, ar wholesale and retail such goods as; plasnc and/or syathetic resins and
compounds and other allied or related products/goods of same/similar nature, and any and all
equipment. materials supphes used or emploved in or related to the manufacure of such produces.
Irs regstered address and panapal place of business s at Km. 33 MacArthur Highway, Bo.
Tuktukan, Guiguinto, Bulacan, Philippines.

The Company started commercial operations in 199 with the rading of imported PE compounds
and paraffin waxes. In the same year, the Company started the production and sales of PVC
compounds ar irs plant in Guiguinto, Bulacan.

Capitaleang on its expernise in PVC formulanon, CROWN  expanded downstream into the
manufacture of industral plastic pipes under the C ROWN® pipes brand for electrical, sanitary,
potable water, and relecommunications a tons,

In 1998, the Company began the production of unplastcized PV flexible electrical pipes. Soon
after, the Company's range of product lines expanded further with the inroduction of PVC
clectrical conduit pipes and potable water pipes in 2000, and sanitary pipes and fittings in 2002,

In 2003, CROWN saw the oppormunity to expand the application of its PVC compounds beyond
wires and cables. It started to develop and market PVC compounds for use in packaging, 1C tubes,
films and bottles, as well as door and window profiles.

The Company also has expanded s lines to include pressure main distmbunon pipes and
telecommunication conduit pipes in 2006,

COn Apnl 27, 2015, Crown Asta Chemicals Corporation was listed ar the Phalippine Stock Exchange
(PSE).

In August 2015, the Company started testing the manufacture of PPR and HDPE pipe products.
In February 2016, the Company started manufacruring its Enduro pipes.

Production of the company’s PVC roofing commenced on October 2007 and stared supplying
projects in December 2017,

In 2018, the Company acquired 150 90012015 for its Compounds and Pipes Divisions. It was also
the year the company was listed by PSE as Shaniah-compliant company.

In December 2018, the Board approved a P100million shares buy-back program for a period of up
twao (2) years, whichever comes farst.



Moteover, the company was cited by Financial Times as Top 1,000 High-Growth companics in the
Asta-Pacific Region in 2018 and 2019,

In 2020, the Company was also recognized by Forbes as one of the “200 Best Under a Billion™ in
Asia Pacific Region.

mn December 2020, the Board concluded the Shares Buy back program. Total of 20,161,080 shares
were repurchased by the company.

CROWN's Wire and Cable PVC compounds are developed to comply with PNS and International
Standards like Restriction of Hazardous Substances (“RoHS™). CROWN has been able to provide
high standard PVC compounds for specific applications including flame retardant compounds, high
msulation resistance compounds, CT-rated and low smoke emitting compounds and sunlight /LY
resistant compounds.

IC. Tul
CRON ™S 1C Tube PV |:|:rmruumds afe ;p-l;-q'.ulh designed 1o protect 1€ chips.
Lilms

CROWN's Film PVC compounds are developed for cap seals, shrink films, labels, and other
packagng applications.

PVC PIPES AND FITTINGS
Crown Bluc

Crown Blue is the Company’s PVC potable pipes and fittings. The Company’s potable pipes and
fittings are assured to be extra strong and sate, high pressure resistant, non-comrosive, has smooth
infernal and external surfaces, and made from 100.00%% virgin marenals.

. Electrical

Crown Electmical is the Company’s line for PVC electrical conduir pipes. The Company’s electrical
conduit pipes are assured to be self-extinguishing, highly flame-retardant, has excellent insulanon
resistance properties, uniform wall thickness, diameter, and color, smooth intenor and extenor
surfaces, and made from 10.00% virgin matenals.

The Company offers two (2) types of electrical pipes, namely the Crown Supreme, which is the high
impact thick wall electrical pipe, and Crown Hi-Tech, which is the thin wall elecincal pipe.
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Crownfles

Crownflex is the Company's line for PV flexible electrical pipes. The Company’s flexible pipes arc
'V protected, chamactenzed by its strength, convemence, flexibility, and high safety standard,
cspecially against weather clements. It has uniform wall thickness and diameter and 15 impact and
crash-resistant. It is made with high grade PVC matenal, self-exunguishing, highly resistant to flame,
and has uniform material distribution to avoid breakage.

Crown Sanitary is the Company’s line for Drain-Waste-Vent (“DWV™) PVC sanitary pipe. The
Company's [DWV sanitary pipes are UV protected, characterized by its durabdity and qualiy,

cspecially agunst weather elements. These pipes are available in three (3) categonies, namely Series
5060, which is thin wall, Series 600, which follows ASTM, and Series 1000, which also follows ASTM.

own P Main Bluc and Wide-di B

The Company’s PV pipe product used for high pressure waterworks, imgation, and infrastructures,
In buildings, it 15 the conduir by which water source from the povernment passes into the building
reservodr or pipelines.,

C Tel

The ihmp:n'_l.l":z | R pip-e prndui:t used as conduit by which relecommunications wining passes
through to reach the telecom outler site.

- ik el
Crown Universal is the Company’s multi-purpose PVC pipe with thin wall. These pipes do not

conform to BPS standards and are intended for temporary usage during the early stages of
construction. These pipes are lower priced but are yet charactenized by its strength and durability.

Endhugo P
1 usrahle pipm. for the economically sensinve consumers for affordable housing progects.

BT Bl B g

5

CROWN HDPE 15 charactenized by its toughness and flexibility, chemical resistance with thermal
properties, weather and environmental stress resistance, non-cormosive properties, and high flow
capacitics,

The Company's brands under its HDPE pipe products are CROWN Fuerza with a PE 1K
designation and CROWN Sigma with PE B0, These designations are based on the long-term
strength of its materials, known as the minimum strength requirement (MSR).
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PP-Rs or Polypropylene mndom copolymers are lhmmphslic resing  prodduced through the
polymerzzanon of propylene, with ethylene links introduced in the polymer chain. Because of s
chemical features and fusion welding, PP-Rs are most reliable in plumbing and warer supply planis,
and ensures a substantially better seal tight system. They are also eco-friendly with no heavy meral
content such as lead.

Crown Asia Chemicals Corporation is the first in the Pipe Industry to produce full range of PPR
frttings.

PVC ROOF MATERIALS

The Crown Roofing is high impact-resistant and has the strength and durabality thar can withstand
wugh loads, will not easily flanen, get distorted, erack or break. It successfully passed both the
impact resistance and flattening tests performed by QA engincening in line with accepted industry
standards.

It is buile with L'V Protecnion, an important component that prevents premature aging, weakens the
roofing material and cause bnntleness. Climate vanability exacerbate material degradation by
increased dosage of harmful ultra-violet ravs. Morcover, it 15 highly resistant to extreme weather
conditions and will not crack or disintegrate when exposed to chemical compounds like acetone.

This contemporary roofing material s non-corrosive and do not rest, making them ideal for
structures in arcas near or by the sea. Their versatle apphcations cover commercial, industnal and
manufacruring structures such as factones, warchouses, wharfs and seapons.

Crown responds to the country’s housing needs and infrastructure development by providing an all-
weather, cool roofing solutton. The brand produces three roofing profiles, namely, cormgated, nb
and nle oypes, in commercial lengths of 8, 10 and 12 feet. Volume requirements for long span cool
roof in transportable length are accepred by special order.

Risks relating to the Company and its Business

® Raw Material Cost and Availability

The Company's margins depend on the sclling prices thar the Company is able to charge for its
products and the costs of the raw materials and other i mputs thar it rn:pnn::ﬂ o produce these
products. The primary raw matenals that the Company utilizes in the manufacture of s
products include PV resins, polymers, stabilizers, and plasticizers. The prces of these primary
raw materials represent a substantial portion of the Company's manufacturing costs. The price
of these raw matenals are influenced by factors that the Company cannot control, such as
market condinons, general global economic condinons, producnon capacity in the markets,
production constraints on the pant of the Company's suppliers, fluctuations in ol or other
commaodity prices, infrastrucrure failures, political conditions, weather conditions, regulations
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and other factors,

To protect iself against adverse movements in the prces of raw matenals, the Company
maintains a raw materials inventory equivalent to around 45-60 days of production. In the event
that any of the Company's supplicrs is subject to a major production disruption or is unable o
meet its obligations under existing supply arrangements, the Company can purchase such inputs
from any of its other aceredited local and foreign suppliers that the Company had already dealt
with in the past. The Company also has a list of approved aliernative materials that can
subsnmute the raw matenals it currently uses,

Operating or Process Failures and Quality Assurance

PVC pipes dominate the plastic pipes market with significant application in the construction and
building industry. Given the i utrc-:.-img competition in plastic pipes market, the quality of the
products will need to adhere 1o cenain standards to ensure its relability and effectiveness, such
as 1503 and BPS.

Any problems that the Company may mcur in relanon to the quality of its products can affect
how the Company’s customers pcmch’-:- s pmducls. This siuanion could have a matemal
adverse effect on the Company's business, operanons, and financial condinon.

The Company has established quality assurance and control procedures foor both its f.:ut'n}'munr.lﬂ
and Pipes Groups. It has dedicated quality assurance hboratones and competent and
professional staff for cach of its quality assurance departments in the Compounds and Pipes
Group. In addition, for its Pipes Group, CROWN pipes undergo additional testing externally
through the prujm:r—::lii:ms' technical consultants and/or accredited independent laboratories.

In the Company’s continuing -commitment to maintain the highest level of quality i s
operations and products, the Company owns and continues to updare its 130 cerificanons,
certifying thar CROWN operates a quality management system that has been assessed as
conforming to 150 %01:2008 for the manufacture and distnbution of both compounds and
PVC products. The company’s Compounds Division and Pipe Group are already assessed as
conforming to 150 9001:2015.

s Power Shortages

The Company has been relying primarly on mainstream power for the production of
compounds, PVC pipes, PPR/HDPE pipes and PVC roof matenals that requires a significant
amount of stable power load for its operations.

Any downime of the Company's operations over an extended penod, due to power
interruptions, would have adverse effect on the Company’s business, operations, and financial

conditon.

At present, the Company has a standby generator set to partially address the prospective power
shortage thar will affect the country, The Company is also assessing the purchase and installanon



of additional standby generator sets to increase its auxiliary power capacities in the event of
power nutages.

* Imitation or Infringement of the Company’s Intellectual Property Righes

In the event that the Company's trademarks under license are imitated or otherwise infringed,
the Company's reputation and business may be adversely affected.

The Company has its legal team that can handle any infringement and take legal action should a
lingation martter anse. Furthermore, the Intellectual Property Ofhce closely coordinates with the
MNational Bureau of lavestngaton (NBI), which apprehends infringement violators, thus the
Company believes that infringement cases, if any, can be easily resolved.

Risks relating to the Philippines

¢ Change in Political or Social Instability in the Philippines

The Philippines has from time to time expernenced political and soctal mnstability. The Philippine
Consttation provides that, n tmes of nanonal emergency, when the public interest so n’:r.|u-1'r:'$.
the Government may take over and direct the operation of any privately-owned public unhty or

business.

The Phalippines has a presidennal system that changes the country’s chief executive every six (6)
vears which may cause changes in the political, economic and social policies.

Occurrence of Natural Calamitics

The Philippines has expenenced a significant number of major natural calamuties over the years,
including ryphoons, voleanic eraptions and earthquakes.

The Company completed its flood control system in the Bulacan plant 1o ensure that production
will not be disrupted and assets and inventones will be protected.



Item 2. Properties

The Company owns the following properties covered by individual tax declarations isswed under s
name in Km. 33 Mac Arthur Highway Bo. Tuktukan, Guiguinto, Bulacan where the manufacturing
plant is located.

Lands
P Y Classification
2N BIFN4-01623 546200 sgm Industrial
AN B 401 624 BO2.00) sq.m. Industrial
20 8001 4-01626 3,214.00 sg.m. Industrial
2N B0 628 41 5.0 scp.m, Industrial
2N EFE 401634 2 588, 2q.m. Industrial
200 B-0FN 4-01 TiM 11,935,000 sq.m. Industrial
Buildings and Improvements
Lo S e Classification
2N BN A1 625 140K sqp.m. Industrial
201 8001 4-01627 2, 184.00 sq.m. Industrial
2080901401629 1,150.50 sq.m. Industrial
2 B0 A-D01 635 1,980, sg.m. Industrial
201 B-0E014-01636 SO0 sy m. Industrial /Residential
2N BLNN4-01705 2 835,00 sq.m. Industrial
200 B-0Fn 1 4-01 TG A68.00 sg.m. Industrial
200 B0FR 401707 3, 276,00 sg.m. Industrial

The properties (lands, buildings and improvements) are neither subjeet of any mortgage, lien, or
encumbrance nor imitations on its ownership or usage.

Trademarks and Copyrights
The Company has vanous rademarks registered wath the Intellectual Property Ovffice, as follows:

CROWN"s Trademarks Under License

Registered Registration Dare of

Trademark Number Registration b
TECHNOVINYIL &

CROWN DEVICE WITHIN | 4-1997-123430 Febroary 10, 2003 | February 10, 2023
THE CIRCLE

IH;H;'{T]"EH WITH CROWN | 4 2005006473 Ocrober 23, 2006 | Ocrober 23, 2026
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Divice & CROYNT 4 2006.010314 [ July 30,2007 July 30, 2027
CROWN UNIVERSAL 4-2006-01 3658 August 13, 2007 August 13, 2027
IEEE“ WITH CROWN | 4 2006012499 August 20, 2007 August 20, 2027
CROWN 4-2006-013655 August 11, 2008 | August 11, 2028
CROWN BLUE 4-2006-01 3656 August 11, 2008 | August 11, 2028
CROWNFLEX 4-2006-013657 August 11,2008 | August 11, 2028
CROWN SUPREME 4-2006-013659 Okctober 13, 2008 | October 13, 2028
CROWN EXTREME 42010011168 February 24, 2011 | February 24, 2021
CROWN HYDRO-PLUS 4-2014-00003801 | August 7, 2014 August T, 2024
CROWN HYDRO-FLEX 4-2014-00003802 | August 7, 2014 August 7, 2024
CROWN HYDRO-TECH 4201400003804 | September 18, 2014 | September 18, 2024
::,E"T_EN” RED  AND | 4 201400004482 | December 11, 2014 | December 11, 2024
k] Y
CROWN FUERZA 4-2014-00007463 | February 12,2015 | February 12, 2025
CROWN SIGMA 4201400007464 | February 12, 2015 | February 12, 2025
CROWN CorrWave 4-2017-011461 November 23,2017 | Movember 23, 2027
CROWN ClearBright 4-2017-011460 December 17,2017 | Diecember 17, 2027
CROWN StrongRib 4-2017-011462 December 17,2017 | December 17, 2027
CROWN SmartRoof 4-2017-011464 December 17,2017 | December 17, 2027
CROWN TileTech 4-2017-011465 December 17,2017 | December 17, 2027
CROWN HeatProtect 42017011463 Apnl 26, 2018 April 26, 2028

The Company has a team that handles renewal of trade registrations,

Item 3. Legal Proceedings

There are no pending legal proceedings to which the Company 15 a party or of which any of s
propertics is the subject up 1o the ume of the preparanion of this repor.

Involvement in Legal Proceedings

To the best of the Company’s knowledge, there has been no occurrence during the past five (3)
vears up to this date of any of the following events that are matenal to an evaluation of the abihry or
integnty of any director, any nominee for clection as director, executive officer, underwriter, or
controlling person of the Company:

» any bankrupicy petition filed by or against any business of which such person was a general
partner or executive officer, cither ar the nme of the bankruptcy or within two (2) vears prior
1oy that rime;

s any conviction by final judgment, including the nature of the offense, in a cnminal
procecding, domestc or foreign, or being subject to a pending cnminal proceeding, domesnc
or foreign, excluding traffic violatons and other minor offenses;

* being subject to any order, judgment, or decree, not subsequently reversed, suspended or
vacated, of any court of competent junsdiction, domestic or foreign, permanently or



temporanly enjoining, barring, suspending or otherwise limiting his involvement i any ype
of business, securities, commaodities or banking activities; and

» being found by a domestic or foreign court of competent junsdiction (in a civil action), the
SEC or comparable foreign body, or a domestic or ﬁmgn cﬂchﬂ.ﬂ# of other orpanized
trading market or self-regulatory organization, to have violated a secunties or commaoxdities
law or repulation, and the judgment has not been reversed, suspended or vacated.

Item 4. Submission Matters to a Vote of Secarity Holders

There were no matters submitted to a vote of security holders duning the period covered by this
report.

PART 11 - OPERATIONAL AND FINANCIAL INFORMATION
Item 5. Market for Issuer’s Common Equity and Related Stockholders Matters

{1}. The Company common shares were listed at the Philippine Stock Exchange (PSE) on Apnal 27,
2015 and traded in the First Board.

Full year high and low prices from January 01, 2020 to Diecember 31, 2020 are as follows:

High P 217
Lo P 168

As at December 31, 2020, based on closing price of P 1.87 per share, the market capitalization
of the common shares of the company was P 1,141,894,930.00)

(2). Total shares outstanding as of December 31, 2020 was 610,639,(00 shares with a par value of
I* 1.0M) per share.

{3). The top 15 sharcholders as of the same date are:
%o tor total

Marme Mumber of Shares Held outstanding
1 PCD Nominee - Fil 172,244 297 28.21%
2 Eugene H. Lee Villanueva 74577108 1221%
3 Walter H. Villanueva T0920, 004} 11.61%
4 Chnsne T. Percz 49744, 422 B.15%
5 Nicasio T. Perez 47 280 (0} T.74%
6 Tita . Villanueva 47 280 (00 7.74%
7 Glona P, Go 23672211 3 HR%
7 Sofa P. Po 23,640,000 3.87%
B MedaT. Perez 23,640,000 3.87%
9 Oscar T, Perez 23,640,000 3.87%
10 Elizabeth P. Lee Villanueva 12,436,105 2.04%s
12. Dernck P. Villanueva 11,888,293 1.95%

13, PCD Nominee - Non Fil 6,100,401 0.99%,
! 12



14 Maralic Lee Villanueva Penaranda 4,143,004 (.68
15 Johanns Plana. Lee Villanueva 4,143,004 LG8,

Dividends and Dividend Policy

The Company is authorized to distnbute dividends out of 1ts surplus profit, in cash, properties of
the Company, shares of stock, and/or secunties of other companies belonging to the Company.
Dividends pasd in the form of cash or property 15 subject to approval of the Company’s Board of
Directors. Dividends paid in the form of addinonal shares are subject to the approval of the
Company’s Board of Directors and stockholders that own at least two-thirds (/1) of the outstanding
capital stock of the Company. Holders of outstanding Commaon Shares as of a dividend record dare
will be entitled to full dividends declared without regard to any subsequent transfer of such shares.

On March 4, 2014, the Board of Directors of the Company approved its dividend policy wheremn it
shall distribute to its stockholders as dividends, whether cash, property or stock, ar least ten percent
(10.00%%) of the Company's net income after tax for the previous fiscal year, subject to the provision
of sufficient funds for the implementation of the Company’s business plan, operating expenses and
budget, appropriation for expansion projects (as applicable). lenders’ requirements, appropnate
reserves and applieable liws.

From 2018 to 2020, the Company declared cash dividends as follows:

Cash Dividend Payour: 2018 — 2020

Year Declaration | Record Payment Amount Cash Dividend
Date Date Date Dividends | Rate
per Share e
2018 March 09, | Apnl 12, | May 9,2018 | 25232000 | B0.04 4RA4RY
2018 2018
June 26,1 4 11, 2008 | 31,540,000 | BO.0S
2018
2019 March 12, | Aprl 12, | May 9, 2019 | 31,455,100 | $0.05 47.94%
2019 2019
July 9, 2019 | juty 23, 2019 | 24921080 | PO.O4
2020 May 29, June 26, July 22, | 24443640 | BO.04 17.92%
2020 20120) 2020
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Item 6. Management's Discussion and Analysis of Resulis of Operations and Financial
Condition

FY 2020 versus 2019
I. Results of Operations

Material Changes to the Statement of Comprehensive Income for the period ended
December 31, 2020 compared to the Statement of Comprehensive Income for the period
ended December 31, 2019 fincrease/ decrease of 5.00% or more)

Revenues

For the peniod ended December 31, 2020, revenues decreased from #1,433,40 mullion in
2019 to # 1,117.69 million showing a decrease of 22.03% This was due to the decrease in
both domestic and export sales as a result of the government mandated lockdown and
Enhanced Community Quarantine (ECQ)) which commenced on March 17, 2020, The
partial resumption of operations started only on the third week of May under General
Community Quarantine ((GCC)), with restrictive gusdelines. GCC) remained in force up to
this date. There was slow resumption of customer orders under uncertain business climate.

C f Sal

Cost of Sales decreased by 25.76%, with the decrease in Sales Revenues, from PL40OIM o
P7T2.15M .

. 3 .

{armnss prnﬁl decreased by P47.86 milkon or 12.17% from # 393,40 mallion 1o P34554
mmallscsm,

(rther operating expenses decreased by P 14.6TM or 7.87% from P 186340 to I 171.67M.
While minimal to zero selling and marketing cxpenses were incurred dunng ECC) months,
there were fixed expenses recognized on the same penod such as deprecianon, rent, wtilises
and insurance premium amOTzanon.

Other Income (Charges)

In 2020, Other Charges (~net) was P 0.56 million compared with P' 14.71 mullion in 2019,

primarily due to net foreign currency gain on purchase and payment on importations and
there was no impairment loss incurred in 2020,

'I'ﬂ Irmit
Tax expense decreased by P3.8IM or by 6.96% from P55.93M to P52O4M due 1o lower
4



net profit before tax. Net Profit before tax decreased by P19.06M or 9.91% from M92.35M
to P173.29M.

11. Financial Condition

Material Changes to the Statement of Financial Position as at December 31, 2020
compared to the Statement of Financial Position as at December 31, 2009 (increase/
decrease of 5.00% or more)

Cash and Cash Equival

Cash and eash cquiw.'lmu increased by P131.74M or 233.35% from P56.46M 1o P1ER.20M
prmarily due to lower purchases of raw materials and supplies.

Tisdde s Othier Reccivabl

Trade and Other Receivables increased by P20.44M or 8% from P255.57M o P276.01M
due to ECOQ) which affected business operations of customers resulting to deferment of
collections and higher trade recervables as at penod end.

This was also due to advance payments to suppliers for the importation of machinenes and
raw materials but goods were not yet received by the company as at period end.

Inventones

Inventories decreased by P26.76M or 5.39% from P495.99M o P469.23M. This was also
due to lockdown and government safety guidelines against COVID-19 pandemic which
resulted to lesser raw matenals and supplics purchases, and minimal manufacturing
operations even after the ECC).

Prepayments and Other Current Assets

Prepayments and other current assets decreased by P11L93M or 10.07% pamanly due to
bower input tax resulting from lesser purchases of raw matenals and supplies.

Right of Use Assets - net decreased by P2242M or 51.61% from P43.44M 1o P21.02M as a
result of pre-termination of leases for Davao office and warchouse i January 2020 and lease
madification for Davao plant in December 2020,

Other Non-Current Assets

Other non-current assers decreased by P2.32M or 19.40% from P11L95M to P.63M due to
amortization of deferred input 1ax balance on purchase of capital goods.
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Teade aud Othes Pavah

Trade and other payables decreased by P1B.90M or 6.72% from P281.25M to P262.34M due
to reduced raw matenals purchases starting March,

Loans and Mortgage Payable-Current decreased by PO.GBM or 21.49% from P3.16M o
P2ASM due to serthement upon maturity.

Mortgage Payable-Non Current

Mortgage Payable-Non Current decreased by P2.39M or 34.37% from P6.95M to
P4.56M due to settlement upon maturity,

Lease Liability - C

Lease Liability-Current, ansing from contract that contains lease relating 1o nghr of use
assets, decreased by P1L15M or 24.99% from P4.62M to P3.4TM resulting from amortizanon
of financial lease.

L ease Lishiire - Nop.G

lease Liability-Non Current decreased by P20.33M or 51.38% from P39.56M 1o P19.24M
due to pre-termination of leases for Davao office and warchouse and lease modification for

Davao plant.
iy Benefit Obligati

Post employment retirement payable decreased by P6.7T8M or 99.28% from PG.EIM o
P0.04M based on actuanial valuanion by independent appraiser.

Dicfecoed Tk Liaiitics -

Deferred Tax Liabilinegs - net increased by P262M or 5.56% from P47.07M to P49.68M
primarily due to the provision for unrealized forex gam.

1  Stog)

Treasury Stocks transactions started in March 2019 with reference to the approved Share
Buy-Back program of the company filed with the SEC on December 5, 2018, The amount of
P4110M was incurred for 20160 shares as ar s final closure on Diecember 5, 200280 |

Retained Eami

Retained Earnings increased by PO6.EIM or 23.71% due to Net Profir after tax duning the
year, net of payment of cash dividend amounnng 1o P24.44M.

1.1



IIl. Key Performance Indicators

 LIQUIDITY RATIOS
Key Indicators December 31, 2020 December 31, 2019
Current ratio 366 : 1.00 3.21:1.00
Acid test ratio 1.63: 1.00 108 : 1.00 B
Book value per share 200 1.93
SOLVENCY RATIOS SOLVENCY RATIOS
Key Indicators December 31, 2020 December 31, 2019
Debt 1o equity rato (.28 : 1.00 0,33 : 1.00
Asset to equily ratio 1.28 : 1.00 1.33: 1.00
PROFITABILITY RATIOS | PROFITABILITY RATIOS
Key Indicators December 31, 2020 December 31, 2019
IFarnings per share 0.20 0.22
Retum on assets T.5™a 2.46%
Retum on oquity 987 12.11%
| Giross profit ratio 30.92% 27.44%
Met profit (after tax) rato 10.85% 9.52%

Motes:

1. Current Ratio (Current Assets/Current Liabilities)
To test the Company’s ability to pay its short-term debats

LB

. Acid Test Rano (Quick Assets/Current Liabalities)

Measures the Company’s ability to pay its short-term debts from its most liguad assets
without relying on inventory.

3. Book Value per Share (Equity/Shares Outstanding)
Measures the amount of net assets available to stockholders of a given type of stock.

i

. Diebr to Faquity Ratio (Total Lisbilities /Total Exquity

Measures the amount of total assets provided by stockholders
5. Asset to Equity Ratio (Total Assets/ Total Equity)

Shows the relationship of the total assets to the portion owned by the stockholders.

Indicares the Company’s lcimg:, the amount of debt used to finance the firm.

=

. Earnings per Share (Net Profit/Shares Outstanding)

Reflects the Company’s eaming capabiliry.

-

. Return on Assets (Net Profit/ Average Total Assers)

Indicates whether assets are being used efficiently and effectively
8. Retumn on Equity (Wet Profit/ Average Total Equirty)

Measures the ability of the company to generate profit from investment of stockholders
9. Gross Profit Rano (Gross Profit/Revenues)

Measures the percentage of gross income to sales
10 Met Profit Rano (WNet Profit/ Revenues)

Measures the percentage of net income to sales
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FY 2019 versus 2018

I. Results of Operations

Marerial Changes to the Statememt of Comprehensive Income for the period ended
December 31, 2019 compared to the Statement of Comprehensive Income for the period
ended December 31, 2018 (increase/ decrease of 5.00%% or more)

Bevenues

For the penod ended December 31, 2019, revenues increased from #1,187.19 million in
2018 to B 1,433,400 million showing an increase of 20.74% due to increase in export and
boecal sales resulting from more agpressive sales efforts and broader geographic market.

Cost of Goods Sold
Cost of goods sold increased by 21.69% from 8 854.65 million o 8 1,040.00 million.

Gross Profit and Gross Profit Marei

Gross profit increased by POO.BT million or 183 feom P 33253 million o 830340
millson.

Other operating cxpenses increased by 11.54% from #167.06 million for the year 2018 o
#186.34 milbon in 2019 due to increase in selling and marketing expenses, directors”
compensation and fees and consultancy fees for data privacy and information security,
organizational and human resources development, and operanons managenent audar.

Other Income (Charges)

In 2019, it resulted 1o Other Charges —net for P 14.71 million compared with Cxher Income
-net of PP 2.74 million in 2018, due to net foreign currency losses, impairment loss on
application for VAT refund and increase in finance costs on bank loan availments for

working capital and recognition of interest expense on the Lease Liability, in accordance
with PFRS 16, new accounting standard on Right of Use Asset on Leases.

Tax E
Tax expense increased by P 5.33 mulhion or 10.52% from P30.61 mallion to 5593 mullion
due to increase in taxable income from P168.21 mallion to PM192.35 million. The denied mput

VAT credit/refund applicabons with Burcau of Internal Revenue in 2018 and 2015 for
P15.89 milion were written-off this year and tax deduction benefit were reahzed in 2079,

I8



1. Financial Condition

Material Changes to the Statement of Financial Position as at December 31, 2019 compared
to the Staterment of Financial Position as at December 31, 2018 (increase/ decrease of 5.00%
O fTMare)

[-..I I;-.]F I|-I

Cash and cash equivalents decreased by P24.93 mallion or 30.63% to 8 56,46 milhon as at
December 31, 2019 from $81.3% mallion as ar year-end 2018 pnmanly due to pavment of
cash dividends, repayment of bank loans and advance payment for purchase of land.

Toasde and Other Rocgvakiles.

Trade and Other Receivables-net increased by P49.65 million or 24.11% 1o 8 255,57 million
as at December 31, 2019 from B205.92 milbon as at year-end 2018 pnmanly due to increase

IN FEVEnues.
Inventones
Inventories increased by P38.29 million or 8.37% from P457.70 mullion to P495.99 million
pamanly due to addinonal purchases of aw matenials to hedge against price volanlity and

also due to more production of pipes and roof, and to supply for the new sales depot in
Cebu.

Prepayment and other current assers increased by P12.53 million or 11.82% from
#105.98 million ro #118.51 milion due to the increase in input VAT from purchases.

Property, plant, and equipment - net increased by P 171.24 million or 41.22% from #4154
million to B586.64 million due to appraisal increase on revaluation of land, new acquisitions
of machineries and equipments, and transporaton equipments.

The initial adoption of the new PFRS 16 requires recognition of Right of Use Asser on
Leases for lease contracts in place as at January 1, 2019 with remaining lease term of more

than one (1) vear. The related deprecianion expense and accumulated deprecranon are also
recognized based on the remaining lease term.

Other Non-current Assgts
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(ther non-current assets decreased by P36.04 million or 75.10% from #48.0 milhon w
#11.95 million due to rechssification of the advance payment made on purchase of land
from Other Non-current Asset to Property, Plant and Equipment.

Trad { Other Payabl
Thiz account increased h’.l" P105.70 million or 60.21% from #175.55 mullion as at year end

2018 to P281.25 million by year-end 2019 due to more purchases of raw matenals and
purchase of machinenes.

Loans and Mongage Payable

This account decreased by P26.74 million or 89.43% from P29.89 million to P3.16 million
dlue 1o repayment of bank loans for working capital requirements.

Income tax payvable

There was no Income tax payable balance as ar end of 2019 compared with 85.09 million at
end of 2018 due to lower taxable income resulting from the write-off of denied input VAT,

Mortgage Payable

This account increased by P3.33 million or 91.99% from P3.62 million 1o P6.95 million duc
to vehicle loans for purchase of delvery equipments.

- b

This account increased by P .71 mulion or 11.54% from P 6.12 million o I 683 million
due to actuanal valuanion as ar December 31, 2019,

i Lisbility - € i Non-C:
In compliance with adopton of PFRS 16 - Accounting for Leases, recogninon of Right of

Use Asset and Lease Liability measured at the present value of the remaining lease payments,
inrerest expense on Lease Liability using incremental borrowing rates as nfj:num.‘]r 12009

Deferred Tax Liabilice-

This account increased by P27.39 million or 139.13% from P19.68 million o P47.07 million
due to the tax effect on the revaluation of Land.

Revaluapon Reserves
This account mcreased by P 62.10 million or 98.65% from P 6295 million o P125.08

malhion due o revalwation merement mn the valoe of land as at valuanon date Diecember 51,
2019 from the last valuanon' date December 31, 2017,
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Retained Eacni

As at December 31, 2019, retained earnings increased by 24.38% from #328.31 millon as ar
vear-end 2018 to B408.35 million as at year- end 2019. The net increase is primarily due 1o

the net profits after tax reported for the year amounung to 8136.41 mullon

n Stoc}

Pursuant to the approved Share-buy back p

total amownt of P37.46 million was

ncurred as at December 31, 2019, for the repurchase of 18,356,000 shares.

I1I. Key Pedformance Indicators

_IﬂUIIJITY RATIOS N
| Key Indicators December 31, 2019 December 31, 2018
Current rato 3.21:1.00 4.04 - 1.00
Aend test ratio 1.0 = 1060 1.36 ¢ 1.00
Book value per share 1.93 1.70 Eay
SOLVENCY RATIOS SOLVENCY RATIOS
Key Indicators December 31, 2019 December 31, 2018
Debt 1o equity rato 0,33 : 1.00 0,22 : 1.0
Asset 1o equity ratio 1.33 : 1.00 1.22:1.00
PROFITABILITY RATIOS | PROFITABILITY RATIOS
Key Indicators December 31, 2019 December 31, 2018
Earnings per share 0.22 019
Retum on asscts D46% 0.35%
Return on equiry 12.11% 11.23%
| Giross profit ratio 27.44% 28.01%
Met profic (after rax) ranio 9.52% 9.91% &

Motes:

1. Current Rano (Current Assets,/Current Liabilities)
To rest the Company’s ability to pay its short-term debts
2. Acid Test Ratio (Quick Assets/Current Liabiliries)
Measures the Company’s ability to pay its short-term debts from it most liquad assets
without relving on inventory.
3. Book Value per Share (Equity/Shares Outstanding)
Measures the amount of net assets available to stockholders of a given tvpe of stock.
4. Debt to Equity Ratio (Total Liabilities/ Total Equity
Measures the amount of total assets provided by stockholders
5. Assct to Equity Ratio (Total Assets/Total Eequity)
Shows the relanonship of the total assets to the portion owned by the stockholders.
Indicares the Company's I-:w:rql:, the amount of debt used to finance the firm.
6. Earnings per Share (Net Profit/Shares Outstanding)

Reflects the Compa

ny's eamning capability.

7. Retum on Assets (Net Profit/ Average Total Assets)
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Indicates whether assets are being used efficiently and effectively
#, Rerurn on l-'_qui:!.' (Net Profir/ Average Total Equary)

Measures the ability of the company o generate profir from investment of stockholders
0. Gross Profit Rano (Gross Profit/Revenues)

Measures the percentage of gross income to sales
10, Net Profie Ratio (Net Profit/Revenues)

Measures the percentage of net income to sales

EX 2018 versus 2017

I. Results of Operations

Material Changes to the Starement of Comprehensive Income for the period ended
December 31, 2018 compared to the Statement of Comprehensive Income for the period
ended December 31, 2007 (increase/ decrease of 5.00% or mare)

Revenues

For the penod ended December 31, 2018, revenues decreased from #1,255.30 million in
2017 1o B 1,187.19 showing a decrease of 5.43% due to decrease in export sales and slower
infrastructure projects.

* f Gonds Sold
Cost of goods sold also decreased by 5.8% from 8 90732 milbon to # 854.65 milbon n
relation to the decrease n fevenues.

R B e

Ciross pmﬁl decreased from B 34798 milbon for the vear 2017 1o B332.55 mullon for the
vear 2018, equivalent to a 4.44% decrease. The gross profit margin improved from 27.72%
to 28.01% for the vear 2018,

Onther operating expenses decreased by 6.81% from $179.26 million for the year 2017 o
#167.06 million in 2018 due 1o decrease in selling, markening and rent expenses.

Other Ingome (Charges)

In 2018, it resulted to Other Income —net for P 2.74 million compared with Other charges-
net of P (.74 million in 2017, due to net foreign currency gains and effect of adoption of
PFRS 9, net of impatrment loss on applicanion for VAT refund.
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11. Financial Condition

Marerial Changes to the Statement of Financial Position as at December 31, 2018 compared
to the Statement of Financial Position as at Decemnber 31, 2017 (increase/ decrease of 5.00%

O fare)

Caah and Caah Ecusival

Cash and cash equivalents decreased by P9.58 million or 10.53% o # 8139 million as at
December 31, 2008 from PO096 million as at year-end 2017 due 1o payment of cash
dividends, purchaszes of raw materials, scquisitions of new machinenes and equipments and
advance payment for future purchase of lot.

I'tade and Other Receivabl

Trade and Other Receivables-net decreased by P28.82 pullon or 12.28% to 8 205.92 milhon
as at December 31, 2018 from B234.74 million as at year-end 2017 due to stricter credit and
collection policies and provision for impairment on application for VAT refund.

Inventones
Inventories increased by PRB.15 million or 23.85% from P369.55 million w '457.7 million

primarily due 1o additonal purchases of raw materials to hedge against price volanlity and
also due 1o start of producton of PVC roof division.

Prepayment and Other Current Assets

Prepayment and other current assers increased by I'17.58 million or 19.88% from
#5841 million to #105.98 million duc to the increase in input VAT from purchases and

application for VAT refund.
Other Non-current Assets

Other non-current assets increased by P26.24 mullion or 120067% from #21.75 million to
48,0 million due to advance payment on future purchase of land.

This account increased by P34.98 million or 24.89% from P140.56 mullion as ar year end
217 to P175.55 million by year-end 2018 due to more purchases of rw materials ar longer
auppl:':,'rﬂ”' credit terms and purchase of machinenes.

Loans and Mortgage Payable

This account increased by P28.14 million or 1,605.93% from P1.75 milon to P29.89 milhon
due to release of bank loans for working capital requirements.
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Income tax payable

Income tax pavable decreased by 15.27% from B6.0 million to P5.09 million due to lower tax
payable from annualized computation of regular income 1ax due for 2018

Mongage Payable

Mortgage payable increased by 45.91% from P2.48 million to P'3.62 million due to release of
vehicle loan for purchase of delivery equipments,

Deferred Tax Liabiliis-

This account decreased by 9.12% from P1.98 mullion from P21.66 million to P19.68 mallion
due to the effect of adopton of PFRS 9.

Post Employment Defined Benefir Obligation

This account decreased by P 3.14 million or 33.90% from P 9.27 million to 1" 6.12 mullion
due o actuanal valuation decrease as at December 31, 2018 valuaton dare.

Retained Eami

As at December 31, 2018, retained earnings increased by 18.74% from #276.51 million as at
year-end 2017 to B328.31 million as at year- end 2018, The net increase is primarnly due to

the net profits after tax reported for the year amounting to B117.60 million

IIl. Key Performance Indicators

LIQUIDITY RATIOS
Key Indicators December 31, 2018 December 31, 2017
Current ratio 4.04 : 1.0 5.28: 1.00
Acid tesr rano 1.36: 1.00 220 1.00

| Book value per share 1.70 1.62

SOLVENCY RATIOS SOLVENCY RATIOS

Kev Indicators December 31, 2018 December 31, 2017
Debt to equity ratio 022 1.00 0,18 : 1.00

| Asset 10 equity ratio 1.22: 1.0 — |ras:00
' PROFITABILITY RATIOS | PROFITABILITY RATIOS
Key Indicators Diecember 31, 2018 December 31, 2017
Earmngs per share 0,19 0.1%9
Retum on assets 9.35% 0.98%,
Kemurn on equity 11.23% 12.00%

| Gross profit ranio 28.01% 2T d Ve
Met profit (after tax) ratio 0.91% 0.33%




Motes:

. Current Rato (Current Assets/Current Liabihties)
To test the Company’s ability to pay its short-term debts
. Acid Test Ratio (Quick Assets/Current Liabilities)
Measures the Company’s ability to pay its short-term debts from its most hiquid assets
without relying on mventory.
- Book Value per Share (Equity/Shares Outstanding)
Measures the amount of net assets available to stockholders of a given type of stock.
. Dbt to Equity Ranio (Total Liabilities Total Equiry
Measures the amount of total assets provided by stockholders
. Asset to Equity Ratio (Total Assets/Total Equity)
Shows the relationship of the total assets to the portion owned by the stockholders.
Indicates the Company’s leverage, the amount of debt used to finance the firm.
6. Earnings per Share (Net Profit/Shares Outstanding)
Reflects the Company’s earning capability.
7. Return on Asscts (Net Profit/ Average Total Assets)
Indicates whether assets are being used efficiently and effectrvely
8. Return on Eguity (Net Profit/ Average Total Equity)
Measures the ability of the company to generate profit from investment of stockholders
9. Gross Profit Ratio (Gross Profit/Revenues)
Measures the percentage of gross income to sales
10, Met Profit Rato (Net Profit/ Revenues)
Measures the percentage of net income 1o sales

2021 Plan of Operations
1. Growth with new product and geographic expansion

¥ ]

i

4

L

2

Broaden market segments

3. Expand capacity in Bulacan plant

4, Enhance Data Privacy and Cyber Security

5. Re-engineer Corporate Ornganization

6. Suvccession Planning

7. Upgrade logistics equipments

8. Upgrade production facilities, tools, equipments and accessories
Item 7. Financial Statemenis

The Financial Statements of the Company are incorporated herein by reference and attached as an
mtegral part of this SEC Form 17-A.
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Item 8. Information on Independent Public Accountant and Other Related Matters
1. Independent Public Accountant

a. Punongbavan & Araullo (P&A) was engaged by the company to audit the Company’s financial
statements for the calendar years December 31, 2020, 2019 and 2018. Thetr responsibality is 1o
cxpress an opinion on these financial statements based on their audit. The audits were conducted in
accordance with Philippine Standards on Audinng.

Punongbayan & Araullo has neither shareholdings in the Company nor any nght, whether legally
enforceable or not, to nominate persons or to subscribe to the secunties in the Company. Both
these independent public accountants will not receive any direct or indirect interest in the Company
and in any securities thereol ﬁn:]udmg np[:inm., warrants, of fghts thereto} pursuant to or in
connection with the Lising. The foregoing is in accordance with the Code of Ethics for Professional
Accountanis in the Philippines set by the Board of Accountancy and approved by the Professional
Regulation Committee.

b. Audit and Audit Related Fees

Punongbayan & Araullo billed the Company P425,000.00, P485,000.00 and P530,000.00 for the
examination of the financial statements for the calendar years December 31, 2018, 2019 and 2020
respectively, exclusive of 15% of professional fees for out of pocket expenses

¢, Tax Fees

Punongbayan & Araullo did not render professional services to the Company for tax accounting,
compliance, advice, planning, and any other form of tax services.

d. Audit Committee Approval Policies

Under the Company’s Manual on Corporate Governance, the policies and procedures for the audit
rendered by the independent public auditors are to be taken up, discussed, and approved by the
Company's Audit Commurtee.

The Audit Commirtees decisions are based on the standards set forth by the Company for the
purpose of audit or tax services, as the case may be. If the propoesal submined by the independent
public auditor is within the standards set forth, then the proposal is forwarded to the Company’s
Board of Directors for nppnwul.

2. Changes in and Disagreements with Accountants on Accounting and Financial
Dhisclosure

There was no event where P&A and the Company had any disagreement with regand to any marter
relaning to accounting principles or practices, disclosure of financial statements or auditng scope or
procedure.

26



ci in A iner Polici

Please refer to Note 2 — Summary of Significant Accounting Policies under Changes in Accounting
Policies and Disclosures discussion on the Motes to Financial Statements of the vear ended

December 31, 2020, included in this report.

PART Il = CONTROL AND COMPENSATION INFORMATION

Item 9, Directors and Executive Officers of the [ssuer

Peosard of Darectors

The Company's Board of Directors is responsible for the over-all management and direction of the
Company. The Board meets to review and monitor the Company’s future plans. Each Board
member serves for a term of one (1) year, subject 1o re-election. A director who was elected 1o fill

any vacancy holds office only for the unexpired term of his /her predecessor.

As of December 31, 2020, the composition of the Company’s Board of Directors is as follows:

ﬁuﬂ of Directors

Name Age |Nationality Present Position ;":f:'cf z‘ﬁ _
WWalter H. Villanueva 6 Filipino hairman of the Board 19 vears

Iita I, Villanueva 5 Filipino Mrector Bl vears

Micasio 1. Perez 63 Filipino Hrector B1 years

Dernck P. Villanueva A8 Filipino Hrector 11 years

Hans T, Percz 1 Filipino Director J vears g
Fugene H. Villanueva 4 Filipino Mrector Bl vears

Mare Therese GG, Santos ik} “ilipino ndependent Director t‘m:rn: than 5 vears
Emesto K. Alberto 53 Filipino ndependent Director more than 5 years
Bede Lovell 5. Gomez 52 Filipino .ead- Independent Director _more than 4 vears

Mr. Bede Lovell 5. Gomez was appointed as Lead Independent Director on July 9, 2020.

To describe the business experience of the Company’s directors for the past five (5) years, we have

outhned hercunder their professional and business affilatons, as follows:

Walter H. Villanueva, 66, Filipino, Chairman of the Board, President, General Manager —
PV Roof Dhvision, Chief Risk Officer

Mr. Walter H. Villanueva is concurrently a director and stockholder of Asean Timber
Corporation, Husky Plastics Cul]:runtiun, WT Demck Realty Corporanon and Crutguinto
Integrated Wood Industries Corporanon. He s likewise the Chairman or President and General
Manager of these companies. From 2005 to present, Mr. Villinueva served as the Vice President
for Sales and Marketing and the General Manager for the Pipe Group of Crown Asta Chemiacals
Corporaton. He was appointed by the Board of Directors on July 19, 2019 as Pressdent of
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Crown Asta Chemicals Corporation, effective August 1, 2019, He was also appointed by the
Board of Directors as Chief Risk Officer effective July 10, 2020,

Mr. Villanueva holds a Bachelor of Science degree in Business Administraton and Marketing
from the University of the Philippines Diliman.

Tita P. Villanueva, CPA, 65, Filipino, Director and SVP/Chief Financial Officer

Mrs, Tita P, Villanueva (CPA) is concurrently a director and stockholder of Ascan Timber
Corporation, Husky Plastics Corporation, WT Demck Realty Corporation, and Guiguinto
Integrated Wood Industnies Corporation. She hkewise serves as the Comptroller and Chairman
of the Board of Asean Timber Corporation, Treasurer of both Husky Plastics Corporation and
WT Dernck Realty Comporaton, and Vice President of Guiguinto Integrated Wood Industnes
Corporation. Mrs. Villanueva holds a Bachelor of Science degree in Business Administration and
Accountancy from the University of the Phalippines Diliman. She was promoted to Senior Viee
Presadent and Chief Financial Officer on December 15, 2017,

Nicasio T. Perez, 63, Filipino, D¥rector and VP-Treasurer

Mr. Nicasio T. Perez is concurrently a director and stockholder of Asean Timber Corporation
and Guigumnto Integrated Wood Industnes Corporatnon. He hkewise serves as Treasurer of
Asean Timber Corporation and Chairman of the Board of Directors of Guiguinto Integrared

Wood Industries Corporation. He holds a Bachelor of Science degree in Commerce from the
University of Sto. Tomas

Derrick P. Villanueva, 38, Filipino, Director and General Manager = PVC Pipes Division

Mr. Dernick P. Villanueva was the Assistant General Manager = PVC Pipes Division position
from July 2001 to December 2013 before he was promoted 1o General Manager for the same
division on January 1, 2014, He is concurrently a director and stockholder of W Dernck Realry
Corporation and Husky Plastics Corporagon. Mr. Villanweva holds a Diploma in Chemical
Sciences from the Brnsh Columbia Institute of Technology and a Bachelor of Science degree in
Entreprencur Management from the University of Asia and the Pacific.

Hans Joseph T. Perez, 31, Filipino, General Manager = PP-R/HDPE Pipes Division

Mr. Hans T. Perez assumed his posiion as Assistant General Manager of the PP-R /HDPE
Pipes Division in 2014, He holds a Bachelor of Scence degree in Commerce major in Business
Management from the De La Salle University, In 2017, he was promoted to the position of
Creneral Manager of the same dmision. He was designated by the Board as Risk Management
Officer on September 29, 20017, On May 29, 2020, he was elected as Director of the company.

Eugene H. Lee Villanuveva, 64, Filipino, Director

Mr. Eugene H. Lee Villanueva is concurrently a director and stockholder of Husky Plastics
Corporation. He 15 an MBA Candidate in the Ateneo De Manila University and holds a Bachelor
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of Science degree in Pre Medicine from the University of the Philippines Diliman. He retired as
President of Crown Asia Chemicals Corporation effective August 1, 2019

Marie Therese G. Samtos, 63, Filipino, Independent Director

Ms. Mane Therese . Santos 1= concurrently a director, stockholder, and administrator of
Gravitas Prame. Ms. Santos also sits as Independent Director of First Abacus Holdings, Ine. and
Treasurer/ Trustee of UP High, Preparatory, Elementary, and Inregrated School Alummi
Foundaneon. She previously served as CFO, and after her resignation, as Independent Director
and Chairman of the Audit Committee of Music Semiconductors Corporation. She also served
as Director and Chairman of the Risk Management Committee of both Rural Bank of Solano
(Nueva Vizcaya), Inc. and Cordillera Savings and Loan Association.

Ms. Santos holds a Masters degree in Business Administration and Bachelor of Science degree in
Chemical Engineenng from the University of the Philippines Diliman. She is a licensed
("hemical Engineer.

Emesto R. Alberto, 58, Filipino, Independent Director

Mr. Ernesto R. Alberto is a retired Executive Vice Pressdent of the Philippine Long Distance
Telephone Company (PLIXT). He is also the President and CEO of Tebesat, Inc. and ¢PLIYT,
Imc., az well a5 the President of ¢PDS, Inc. In addinon, he 5 the Chatrman of ACASIA
Communications Sdn Bhd, Bonifacio Communications Corp., PLIDT SUBIC TELECOM, INC,
(PLIDT Subictel), Clark Telecommunicanon Company Inc. (PLDT Clarkeel), ABM Global
Solunons, 1Plus, and Jumor Achievement Philippines. He also holds directorships in PLIYT
Philcom, PLIYT Maratel, Inc., PLIDT Global Philippines, PLIYT Global Malaysia, Mabuhay
Investments Corp., II' Converge Data Services, Inc., and IBM Anahtka Phibppines. Mr. Alberto
was a director of the Business Processing Association of the Philippines (BPA/F) from 2007 1o
2011, Mr. Alberto obtained his Master's Degree in Economic Research from the University of
Asia and the Pacific and his Bachelor's Degree Major in Economics, Minor in Marthemanics and
Poliical Science from San Beda College.

Bede Lovell 8. Gomez, 52, Filipino, Lead Independent Direcror

Mr. Bede Lovell 5. Gomez s currently a member of the Board of Directors of Ardenwood
Construction and Orbis Capital Ventares, Inc. He 15 also a Board Member,/ T'rustee of the Fund
Managers Assocation of the Philippines a member of the Trust Officers Assoctation of the
Philippines. Prior to this, he was the Trust Officer/Group Head of the Investment Advisory and
Trust Group of First Metro Investment Corporation (FMIC) where he was also the Assistant
Vice President-Head of Investment Advisory Group. Before his sunt in FMIC, he was Assistant
Vice President/Head of Investments-Equities and Fixed Income of the Robinsons Bank Trust
and Investment Group. Mr. Gomes camed his B.A. Polincal Science/Feonomics degree from
the Lovola University of Chicago (USA).
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Executive Officers

As of December 31, 2020, the following are the executive officers of the Company:

Principal Officers
’ : ak Year Position
Name Age | Mationality | Present Position i Akl
Chief Rk Officer 2020
Pressdent 200D
Walter H. Villanueva s Filipino General Manager of PVC Roof | 2017
Head of Pipe Group 2014
- - ) S SVP/Chief Financial Officer 2m7
s P Viliicvi 65 | Filjpinio Vice President Comprroller 2005
Nicesio T. Pesex 63 | Filipino o Eoesient | o0n
Treasurer
General Manager — PVC Pipes
. . s Drvision 2014
Derrick P. Villanueva : . _
- B 3“ Filipioo Assistant General Manager- PV | 2009
Pipes Division
Risk Management Officer and 2017
General Manager - PPR /HDPE | ©
Hans Joseph T, Perez 31 Filipino Pipes Division
Assistant General  Manager- 2014
PPR/HDPE Division
Mane Grace N i Comphance Officer 2020
Dalupan BN e S and AVP-Finanee 2019
. o s Corporate  Secretary and  Chief o
Jason €. Malupta 4% Filipino Info o1 O, 2012
.I'mn e ek | g Filipino Assistant Corporate Secretary 2017
AFETIED

The following outlines the business experience of the other Company's officers for the past five (5)

yoars:

Marie Grace N. Dalupan, 39, Filipino, AVP-Finance

Ms. Dalupan assumed her position as AVP-Finance of the Corporate Division in 2019, She was
designated by the Board as Compliance Officer on May 29, 2020,

Jason C. Nalupea, 48, Filipino, Corporate Secretary and Chief Information Officer

Jason C. Malupea, Filipino s the Corporate Secretary of the Corporanon. He 1= also currently
the Corporate Secretary or Assistant Corporate Secretary of listed firms A. Brown Company,
Inc., Asia United Bank, Pacific Online Systems Corporanon. He 1s also a Director and /or

Corporate Secretary or Assistant Corporate Secretary of private companies Sino Cargoworks
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Agencies, Inc., Falcon Resources, Inc., Mercury Ventures, Inc., Total Gaming Technologes,
Inc., Parallax Resources, Inc., SLW Development Corporation, Metropolitan Letsure & Tourism
Corporation, Sagesoft Solutions, Inc., Radenta Technologies, Inc., Xirrus, Inc., Glypthstudios,
Inc., Loto Pacific Leisure Corporation, and Sta. Clara International Comporanon. He is a Partner
at Tan Venturanza Valdez Law Offices specialinng on corporate, secunties, and business laws.
Mer. MNalupta earned his Juns Doctor degree, as well as his Bachelor of Saence degree in
Management (major in Lepal Management), from the Atenco de Maniba University in 1996 and
1992, respectively. Mr. Nalupta was admitted o the Philippine Bar in 1997,

Ann Margarer K. Lorenzo, 31, Filipino, Assistant Corporate Secretary

Ms. Lorenzo is the Assistant Corporate Secretary of the Company. She is also currently
the t'n'rp:}ralc Secretary of the following companies: Athena Ventures, Inc., TGTI
Services, Inc., Galileo Software Services Inc., and GGO Realty Holdings, Inc. She 1=
likewise the Assistant Corporate Secretary of 1-Remuit, Inc. (listed), Coal Asia Holdings,
Incorporated (listed), TRC Metals f_.uqmﬂmn (listed), Phileguity PSE Index Fund, Inc.,
Philequity Fund, Inc., Philequity Peso Bond Fund, Inc., Phileqquuty Dollar Income Fund,
Inc., Philegquiry Dividend Yield Fund, Inc., Philequiry Strategic Growth Fund, Inc.,
Philequity Balanced Fund, Inc., Philequity Resources Fund, Inc., Philequity Foreign
Currency Fixed Income Fund, Inc., Aldex Realty Corporation, Oakndge Properties, Inc.,
Demikk Realry, Inc., Demikk Holdings, Inc., |TKC Letsure Holdings Corporanon, Pan-
Asean Mult-Resources Corporanon, Errusean Resources Philippines, Inc., and Tao
Mohin Resources Corporation. She also serves as a Director of TGTT Services, Inc.

Ms. Lorenzo is currently a Junior Associate of Tan Venmuranza Valdez. She obtained her
Bachelor of Arts degree in English Stedies and Juns Doctor degree from the Umiversity
of the Philippines in 2010 and 2014, respectively. She was admitted to the Philippine bar
in Apnl 2015.

Significant Employees

No single person is expected to contribute more significantly than others do to the business since
the Company considers the collective efforts of all its employees as instrumental 1o the overall
success of the Company’s performance. Other than standard employment contracts, there are no
armangements with non-executive employees that will assure the continued stay of these employecs
with the Company.

Board Meetings and Antendance
No. of Meetings
Board Mame Held dunng the Mo. of Meetings Y
Year Attended

hairman Walter H. Villanueva [ T 1007
Aembeer Tira . Villanueva T 7 TN
Member Micasio T. Perez T T T
Member Drernick P. Villanoeva T 7 1P
Member Fugene H. Villanueva T & H5%
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Member Hans T. Perez 7 5 T1%
Member Mane Therese (. Santos 7 7 1007
Member Ernesto R. Alberto 7 7 1007
Member Bede Lovell 5. Gomez 7 7 100

Item 10. Exccutive Compensation

The following summarizes the executive compensation received by the President and the top four
(4) most highly compensated officers of the Company for 2018, 2019 and 2020. It also summarizes
the aggregate compensation received by all the officers and directors, unnamed.

Mame and Position

Year

Salaries

Bonuses

Others

Taotal

Walrer H. Villanueva/
Chairman,/ President,/Head-Pipe
Group/ General Manager — PVC
Roof Division

Tiwa P. Vilanueva/
Financial Officer

SVP/Chicf

Micasio T. Perez/VP- Treasurer

Demek P, Villanueva/General
Manager-PVC Pipes Division

Hans T. Perez/General Manager-
PPR/HDPE Division

P15416457

81,708 060

B 17124517

Walter H. Villanueva/
(Ihainnanfﬁ:sid:mfl*lﬂd-ﬁp:
Group/ General Mamager — PVC
Roof Division

Fugene lee Villanuweva/ General
Manapger-Compounds Division

Twa P. Villanueva/ SVP/Chief
Financial Officer

Micasio T, Perez/ V- Treasurer

Demck P, Villanueva/General
Manager-PV( Pipes Division

29

B21,265,020

#1,518.930

=R1,(97 197

P 23 881,147

CEC and the four (4) most highly
compensated officers named above

2018

#21,265.020

#1,518,930

B6OT ATG

P 23,451 826

Aggregate compensation paid 1o all
officers and directors as a  group

$15,701,087

P2, 704,772

B 18,4005,804)

2019

821,957,208

#3.975310

1,128,066

B27 060,554

unnamecd

208

$22,624,020

#1,518.930

=Hii T BTG

B 24 510,526
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Compensation of Directors

Under the By-Laws of the Company, by resolution of the Board, each director shall receve a
reasonable per diem allowance for his attendance at each meeting of the Board. As compensation,
the Board shall receive and allocate an amount of not more than 10L0% of the net income before
meodne e of the Company during the p.rcmdum vear. Such compensation shall be determined and
appomioned among the directors in such manner as the Board may deem proper, subject 1o the
approval of stockholders representing at least a majonity of the outstanding capital stock at a regular
or special meeting of the stockholders.

Currently for Board meetings, the Chairman receives P25,000.00 and other directors at P20, (00.0K)
per mecting attended. For Committee meetings, the Committee Chairperson receives ' 12,(00.0K)
and the members receive ' 10,000.00 per meeting attended.

Item 11. Security Ownership of Certain Beneficial Owners and Management
Security Ownership of Certain Record and Beneficial Owners
As at December 31, 2020, the fulluming are the owners of recornd, d.ll'ﬂ:‘ll!.l' oF hdimcﬂ}'. of more

than 5.00% of the Company’s outstanding capital stock, the number of shares and percentage of
sharcholdings of each of them:

Security Ownership
Name of
Name, address of | Beneficial
Title of | record owner and | Owner  and Citizenship No. of Shares | Percent
Class relationship Relationship Held of Class
with Issuer with Record
2 Owner :
Micasio T. Perez
Common g&;;?w"f* Homes, | Same a5 2o | Fifping | 97,024,422 15.89%
Sharebolder ¢
Eugene H. Lee
Villanueva .
Common | West Triangle Homes, mr" fracu) Filipine 74,577,108 12.21%
Chuezon City
Sbarchalder
Walter H. Villanueva
Cominion | Commioan  Gandeas, | Same- s second | g 73,572,000 12.05%
Cuezon City owner
Sharcholder
Tita P. Villanueva
ro—— l'.".nnnth.un. Gardens, | Same as record Filipino 47,280,000 2 74%,
Quezon Ciry OWRiEr
Shareholder
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Security Ownership

Name of
MName, address of Beneficial
Title of  record owner and  Owner  and Citizenship MNo. of Shares | Percent
Class relationship Relationship Held of Class
with Issuer with  Record
Owner
TOTAL 292,453,530 47.89%

Security Ownership of Directors and Management

The following are the number of shares owned of record by the directors and executive officers of
the Company and the percentage of sharcholdings of ecach of them as of December 31, 2020:

Direct Ownership by Board of Directors and Management

Amount and
Title of - MNature of | Citizenshi | Percent of
Class MName of Beneficial Owner Beneficial D Class
Ownership = o
; Eugene H. Lee Villanueva 74577108 st :
Common I Diirect Filipinao 12.21%
Walter H. Villanueva
Common | Caiman of the Board, President, Head — | 70,920,000 R STEa%%
: Pipes Gronp, and General Manager — PVC | Direct P :
| Reoof Dirision and Director
: Tita P. Villanueva 47 280,000 Ty _
L omimomn S1P Chief Fi ial Offcer and Dis Direct Filipino T.74%
: Nicasio T. Perez 47,280,000 o :
| COMMON | | i Pregidens — Treasurer and Director | Diver Fpwp [ %0
: Derrick P. Villamoera . 11,868,703 o _
Common | Ceneral Manager = PLC Pipes Divisdon and Pt Filipino 1.95%
I director
Hans T. Perez 2 464423
Common | Gemeral Manager - PPRJHDPE  Division ”'. * Filipino 0.40%%
amd Direcfor
: Marie Therese G. Santos 1,000 T :
oo Indh : -”. Dirnct |‘Ihpll'll::l- -ml-
Cor Emesto R. Alberto 1,000 Filini "
MR | o ndens Direct Direct lipine al-
; Bede Lovell 5. Gomez | i .
Comamaon Lead Ind par [ Direct Filipinao -mil-
Taotal 39.61%

As of December 31, 2019, the aggregate direct ownership of all directors and officers of the
Company as a group is 39.61% of the total 1ssued and outstanding shares of the Company.
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Selling Security Holders
None of the Offer Shares i= to be offered for the account of secunty holders.
Voting Trust

The Company knows of no person holding more than 500%% of shares under a votng trust of
similar agreement.

Item 12. Certain Relationships and Related Transactions
Family Relationships

Mr. Walter H. Villanueva and Mr. Eugene H. Lee Villanueva are siblings.

Mrs. Tira P. Villanueva and Mr. Nicasio T. Perez are siblings.

Mr. Walter H. Villanueva and Mrs. Tita P. Villanueva are spouses.

Mr. Dernick P. Villanueva is the son of Mr. Waler H. Villanueva and Mrs. Tita . Villanueva,
Mr. Hans Joseph T. Perez is the son of Mr. Nicasio T. Perez.

There are no other family relanonships known to the Company among directors, executive officers,
of persons nominated or chose by the registrant to become directors or executive officers other than
the ones dizclosed.

Detmls of the Related Party Transaction are discussed under Note 17 of the Audited Financial
SATEMCTITS.

PART IV = CORPORATE GOVERNANCE

Item 13. Compliance with Leading Practice on Corporate Governance

The company was histed at the i’lﬁlin':inc Stock Exchange (PSE) on Apnl 27, 2015. The companys
Integrated Annual Corporate Governance Report (I-ACGR) shall be submitted on or before May
M, 2021, in compliance with SEC Memorandum Circular Mo, 15 Senes of 2017,

PART V = EXHIBITS AND SCHEDULES

Item 14. Exhibits and Reports on SEC Form 17-C

(a) Exhibits = none
(b)Reports on SEC Form 17-C for the last six months of the vear



CROWN ASIA CHEMICALS CORPORATION
LIST OF CORPORATE DISCLOSURES UNDER SEC FORM 17-C
JULY 1, 2020 TO DECEMBER 31, 2020

Date Description of Disclosure

July 3, 20020 Share Buy-back Transaction

July 6, 2020 Press Release

July 6, 2020 Share Buv-back Transaction

July 10, 2020 Results of Organizanonal Meeting of the Board of Directors
Juby 10, 2020 Results of Annual or Special Stockholders Meetng
Juby 13, 2020 Share Buy-back Transaction

uly 21, 2020 Share Buy-back Transaction

July 24, 2020 Share Buy-back Transacnon

July 28, 2020 Share Buy-back Transaction

July 29, 2020 Share Buy-back Transaction
_:'ll._uﬂusr 5, 2020 Share Buy-back Transaction

rhlg_m:l T, XD Share Buy-back Transacoon

August 10, 2020 | Share Buy-back Transaction

August 18, 2020 Share Buy-back Transaction

August 19, 20020 Share Buy-back Transactnon

Aupust 24, 2020 Share Buy-back Transacnon
| August 25, 20020 Share Buy-back Transaction

Augrust 26, 2020 Share Buy-back Transaction

August 28, 2020 Share Buy-back Transaction

September 1, 2020 | Share Buy-back Transaction

September 3, 2020 | Share Buy-back Transactoon

September 7, 2020 | Share Buy-back Transaction

September 15, 2020 | Share Buy-back Transaction

September 22, 2020 | Share Buy-back Transaction

September 28, 2020 | Share Buy-back Transaction

September 29, 2020 | Share Buy-back Transaction

Crctober 5, 2020 share Buy-back Transaction

October 6, 2020 Share Buy-back Transaction

October 8, 2020 Share Buy-back Transaction

Ohctober 9, 20240 Share Buy-back Transacton

Ohctobeer 16, 2020 Share Buy-back Transaction

October 19, 2020 | Share Buy-back Transaction

Chotober 21, 2020 Share Buv-back Transacton

COctober 22, 2020 Share Buy-back Tranzaction

Okctober 27, 2020 | Share Buy-back Transaction

October 30, 20200 | Share Buy-back Transaction

Movember 23, 2020 | Share Buy-back Transaction

December 7, 2020 | Material Information/ Transactions-Conclusion of Share Buy-back
December 7, 2020 | Press Release
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CROWN ASIA CHEMICALS CORPORATION

INDEX TO FINANCIAL STATEMENTS
Form 17-A, Item 7

Statement of Management’s Responsibility for Financial Statemenis
Independent Auditor’s Report

Statements of Financial Position

Statements of Income

Statements of Comprehensive Income

Statements of Changes in Equity

Statements of Cash Flows

Motes to Financial Statements
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@ CROWN AS/IA CHEMICALS CORPORATION

STATEMENT OF MANAGEMENT®S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of CROWN ASIA CHEMICALS CORPORATION is responsble for the
preparation and fair presentation of the financial statements, including the schedules attached
therein, for the year ended December 31, 2020, in accordance with the prescribed financial
reporting framework indicated therein, and for such internal control a3 management determines
is necessary to enable the preparanon of financial statements that are free from material
misstatement, whether due to frawd or error,

In preparing the financial statements, management is responsible for asseasing the Company's
ability to continue as a going concemn, disclosing, as applicable, matters related o going concern
and using the poing concern basis of accounting unless management either intends to liquidate
the Company of to cease operations, or has no realistic altemnative to do so.

The Board of Directors is responzible for overseging the Company™s finameial FCOTLITG Process,

The Board of Directors reviews and approves the finanecial statements, including the schedules
attached theran, and submits the same to the stockholders.

Punongbayan & Araullo, the independehit auditor appointed by the stockholders, has audited the
finangial statements of the Company in accordance with Philippine Standards on Auditing, and
in (heir g pressed their opinion on the faimess of presentation

SVP/Chief Financial Ovficer

MAR 12 20M
Sipmed this day of
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The Board of Directors and the Stockholders MAR 15 2021
Crown Asla Chemicals Corporation |

Km. 33, McArthur Highway | uE |
Bo. Tuktukan, Guiguinto LLILLES ]
Bulacan

Report on the Audit of the Hm..l Statements

Opinion

-We have audited the financial statements of Crown Asia Chemicals Corporation (the Company),
which comprise the staterents of financial position as at Decaember 31, 2020 and 2018, and
the _HIEIEIHEHIB of profit or loss, statements of comprehensive income, statements of changes in
equity and statements of cash fiows for the three years in the period ended December 31, 2020,
and notes to the financial statements, including a summary of significant accounting policies

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Company as at December 31, 2020 and 2018, and its financial
performance and its cash flows for each of the three years in the period ended December 31,
2020 in accordance with Philippine Financial Reporting Standards (PFRS).

Basis for Opinion

We conducted our audits in accordanca with Philippine Standards on Auditing (PSA). Our
responsibilities under those standards are further described in the Avditors’ Responsibiifies
for the Audit of the Financial Statemenis section of our report. 'We are independent of the
Cormpany in accordance with the Code of Ethics for Professional Accountants in the
Philippines (Cede of Ethics) together with the ethical requirements that are relevant to our
audits of the financial statemants in the Philippines, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the Code of Ethics. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
QU opiniamn.

Cartilied Public Azesuntants granttharmtan.com.ph
Punangbayan £ Arsllo [PEA] s the Prilippine mesber firm ol Greant Thomben lnterraticnal Led
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Emphasis of Matter | y _ P &

We draw attention to Mote 1 to the financial statements, whu:.h describes rnamglarhem's
assessment of the continuing impact on the Company's financial statements of the business
disruption brought by the COVID-19 pandemic. Our opinion is not modified in respect of this
matter,

Koy Audit Matters

Key audit matiers are those matiers that, in our professional judgment, were of most
significance in our audit of the financial statements of the current pericd. These matters
were addressed in the context of our audit of the financial statements as a whale, and in
forming our opinion thereon, We do not provide a saparate opinion on these matiers or on
specific slements of the financial statements. Any comments we make on the results of our
procedures should be read in this context.

(&) Revenwe Recognition
Description of the Malter

Revenue is one of the key performance measures used (o assess the Company's business
performance. Relative to this, there is a significant risk that the amount of revenue reported
in the financial statements is higher than what has been actually generated by the Company.
Revenue is recognized when the control over the goods has been transferred at a point in
time to the customer, L.e., generally when the customer has acknowledged delivery of goods.
Revenue from local and export sales is generaled through direct sales to manufacturers and
traders, contractors and developers, and wholesalers and retailers. For the year ended
December 31, 2020, the Company's total revenues amounted to P1,117.7 million,

In our view, revenue recognition is significant to our audit because of the inherent risk of
material misstatement involved and the materiality of the amount of recorded revenues which

impact the Company's profitability.

The Company's disclosures about its revenue recognition policy and breakdown are included in
Notes 2 and 4.

How the Maller was Addmessed in fhe Audif

Our audit procedures to address the risk of material misstatement relating to revenve
recognition, which was considerad to be a significant risk, included:

= obtaining an understanding of the Company's different types of revenue streams by
reviewing revenue contracts and revenue transaction processes;

= evaluating appropriateness of the Company's revenue recognition policy in accordance
with PFRS 15, Revenue from Contracts with Customers;

+ testing of design and operating affectiveness of internal controls related to the Company's
sale and receipts processes, which include inquiry and cbservation, and test on a
sampling basis, revenue transactions during the year,

= parforming test of transactions, on a sample basis, for revenue transactions o ascertain
the satisfaction of the performance obligations through delivery of the goods, including but
not limited to, reviewing proof of deliveries and sales invoices as evidence that contred ks
transferred to the customers;

Cestilind Publis Accournnis
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P&A T
Gr_qntThurntnn_ 2y | | MAR 15 2071
An instinct for growth i :

L

[l | [ L

* performing sales cut-off test, including, ameng others, examining salas transactions near
penod end, and analysing and reviewing sales returns, credit memos and other receivable
adjustments subsequent to period end to datermine whether revenues are appropriately
recognized in the proper period;

= confirming receivables, on sample basis, using positive confirmations, perfarming
alternative procedures for non-responding customers, reporting unresolved differerce to
appropriate client personnel and projecting emors to the population, to ascertain the testing
precision achieved, which further validates the accuracy of revenue recognized by the
Company; and,

= performing detalled analysis of revenue segments and related key ratios such as. but nat
limited to, current year's compenents of revenues (e.g., by customer and by division) as a
percentage of total revenues, receivable turnover and average collection period.

(b) Application of Expected Credit Loss Methodology and Recoverability of Recelvables
Descriplion of the Matter

As of December 31, 2020, the Company’s receivables, net of allowance for credit losses,
amounting to P276.0 million represent 27% and 17% of total current assets and lotal asgets,
respectively. The determination of allowance fer credit losses of receivables is considerad 1o
be a matter of significance as it requires the application of critical management judgment and
use of subjective estimates in determining when the receivables are impaired and how much
impaimment losses need to ba recognized in accordance with the expected credit loss (ECL)
methodology under PFRS 8, Financial Instrumenis. These judgment and estimates which are
-described in the Company's significant accounting policies, judgments and estimates in
Nates 2, 3 and 21 fo the financial statements, include the application of the ECL methodology
based on the lifetime ECL assessment wherein the Company uses its historical BEpErience,
external indicators and forwand-looking information to calculate the ECL using a simplified
approach through provision matrix. The key elements used in the calculation of the ECL
include the probability of default, loss given default and exposure at default.

The Company's disclesures about its receivables and the reconciliation of allowance for
credit losses are included in Note B while the related disclosures on credit risk are presented
in Nobte 21,

How the Matfer was Addnessed in the Audi

Our audit procadures to determine the appropriateness of ECL methodalogy applied and the
adequacy of the allowance for credit losses on those receivables incleded, amang others, tha
following:

* obtaining an understanding of the Company's policy and procedures over granting of
Credits lo customers and assessing impairment of receivables;

» @valuating appropriateness of ECL methodology adopted based on the requirements of
PFRS © and the reasonableness of underlying assumgptions, and the sufficiency, reliability
and relevance of historical data and forward looking information used by Company's

managarnent;

= checking the mathematical accuracy of the provision matrix applicable to the ECL
methodology, including the applicable aging of receivables and the related aging
classification of selected customers’ accounts;

Caortiod Peilic Astouniants
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»  identifying any customers with financial difficulty andior breach of arrangement resulting
in default on payments through discussion with management, inspecting their payment
history, and as applicable, performing an independent evaluation of their ability to pay as
qualitative assessment for the ECL, in addition to quantitative assessment using provision
rriatrix;

« verifying, on a sample basis, the reasonableness of the results of management’s credit
and impairment review for custemers with long-outstanding accounts by inspecting
corroborating information and underlying documents; and,

* evalualing appropriateness of the impairment adjustments made by the Company during
2020 in accordance with the requirameants of PFRS 9.

fc) Existence and Valuation of invenforias
Dascription of the Malier

The total inventories of P460.2 million as of December 31, 2020 represents 45% and 29%

of iotal current assets and total assets of the Company, respectively. Inventories are valued
at the lower of cost and net realizable value. Cost is determined using the weighted average
method. Recognition of inventory cost, particularly related to finished goods, involves
management jJudgment and estimates in appropriately allocating the manufacturing costs,
Including overhead, based on actual units prodiiced. In addition, management uses estimates
in assessing whether inventories ane valued at the lower of cost and net reglizable value.
Moreover, the Company's inventories are considered voluminous and majority of these are
kept in the Company's warehouses and some are held by third parties. Relative to these,

we determined thal existence and valuation of inventories are a key audit matter of our audit

The Company's disclosures about inventories and the related inventory valuation policies are
included in Notes 7 and 2, respectively.

How the Matter was Addressed in the Audit

Our audit procedures to address the risk of material misstatement relating to inventery
existence and valuation, which was considered to be a significant risk included, among others,

the following:
On inventory existances:

« conducting physical inventory count observation, including, among others, touring the
facility before and after the inventory count observation to gain an understanding of the
location and condition of inventerias prior to the count and after the count is concluded, as
well as the related controls of the Company in retation to the inventory count, determining
that all sampie inventory items were counted and no items were counted twice: obiaining
relevant cut-off information and copy of count control documents: examining sample
imvantory items to test count against inventory records; clearing exceptions, i any, with
appropriate personnel; and, projecting errors to the population:

= confirming inventories held by third parties and observing physical inventory count
conducted; and,

« performing detalled analysis of inventory-related ratios such as. but not limited to, inventory
lurnover, current year's components of inventories as a percentage of total inventories and
cunent year's compaosition of the total product cost

Cortified Pullic dccountants
Pusorghayan B Aroullo [FEA] i tae Philppine sember frm of Grant Thornbon Infemational Lid



P&A
Grant Thornton

An instinct for growth {

| MAR 15 2071
On inventory valuation: | !—::ll
« datermining the method of inwentory costing and evaluating appropriateness and
consistency of application of the valuation of inventories at lower of cast and net realizable
value,

= performing test on inventory eosting of selected inventory items by recomputing unit cost
and comparing to unit cost per books, examining movemnents affacting the average unit
cost, reporting unresolived difference, if any, to appropriate personnel and projecting emors
to the population; and,

= datermining whether inventory is stated al lower of cost and net realizable value by
obtaining latest selling price, estimating cost to sell of sample inventory tems and
comparing the net selling price to the unit cost per books, reparting unresolved differences,
if any, to appropriate personnel and projecting errors o the population.

Other Information

Management is responsible for the other information. The other information comprises

the information included in the Company's Securities and Exchange Commission (SEC)

Form 20-15 (Definitive Information Statement), SEC Form 17-A and Annual Report for the

year ended December 31, 2020, but does not include the financial statements and our auditors’
report thereon. The SEC Form 20-1S, SEC Form 17-A and Annual Report for the year ended
December 31, 2020 are expecied to be made available to us after the date of this auditors'
report

Qur opinion on the financial stalements does not cover the other information and we will nat
express any form of assurance conclusion thereon.

In connection with our audits of the financial statements, our responsibility is to read the athear
information identified above when it becomes available and, in doing so, consider whether the
other information is materially inconsistent with the financial statements or our knowledge
obtained in the audits, or otherwise appears to be materally misstated

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the praparation and fair presentation of the financial statements
in accordance with PFRS, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material
misstaternent, whether due to fraud ar error.

In preparing the financial statements, management is responsible for assessing the Company's
abllity to continue as a going concem, disciosing, 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 operations, or has no realistic alemative but to do so.

These charged with governance are responsible for overseeing the Company's financial
reporting process,

Cartifegd Publd fdg=miata
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Auditors' Responsibilities for the Audit of the Financial Statements

Owr objectives are to obtain reasonable assurance about whether the financial staterments as
a whole are free from material misstatement, whether due 1o frawd or @rror, and fo issue an
auditors' report that Includes our opinion. Reasonable assurance is a high kevel of assurance,
but is not a guarantee that an audit conducted in accordance with PSA, will always daetect a
material misstaternent when it exists. Misstatements can arise from fraud or error and are
considersd material if, individually or in the aggregate, they could reascnably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with PSA, we exercise professional judgment and maintain
professional skeplicism throughout the awdil. VWe also

» |dentify and assess the risks of matenial misstatemnent of the financial statements, whether
due to fraud or emor, design and perform audit procedures responsive to those risks, and
obtain avdit evidence that is sufficient and appropriate to provide a basls for our opinkan.
The risk of not detecting a material misstaternant resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

= Obtain an understanding of internal control relevant 1o the audit in order to design audit
procedures that are appropriate in the circumstances, buf not for the purpose of expressing
an opinion on the effectiveness of the Company’s infernal controd,

+ Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

s Conclede on the appropriafenass of management’s use of the going concemn basis of
accounting and, based on the auwdit evidence oblained, whether a material uncertainty
axists related to events or conditions that may cast significant doubt on the Company's
ability to continue as a going concam. If we conclude that a matenal unceriainty exists,
we are required to draw atbention in our auditors’ rapon to the related disclosures in the
financial staterments or, if such disclosures are inadequata, 10 modify owr opinion. Ouwr
conclusions are based on the audit evidence cbtained up fo the date of our auditors' report
However, fulure events or conditions may cause the Company to cease to continue as a
going concem,

» Evaluate the overall presentation, structure and content of the financial statements,
including the disclesuras, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.
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Wea communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencias in intemal control that we identify during our audit.

We also provide thosa charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with themn all
relationships and other matters that may reascnably be thought to bear on our independance,
and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the auvdit of the financial statements of the current
period and are therefore the key audit matters. We describe these matters in cur auditors’
report unless law or regulation precludes public disclosure about the matter or whan, In
extremely rare circumstances, we determine that a matter should not be communicated in
our report because the adverse conseguences of doing so would reaSonably be expected
to cutweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

Owr audits were conducted for the purpose of forming an opinion on the basic financial statements
taken as @ whole. The supplementary information for the year ended December 31, 2020 required
by the Bureau of Internal Revenue as disclosed in Mote 25 to the financial statements is presented
for purposes of additional analysis and 15 not a required part of the basic financial statemants
prepared in accordance with PFRS. Such supplementary information is the responsibility of
management The supplementary information has been subjected 1o the auditing procedures
applied in the audit of the basic financial statemnents and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

The engagement partner on the audit resulting in this independent auditors’ report is
John Endel 5. Mata.

PUNONGBAYAN & ARAULLO

By: John Endel S. Mata
Partner

CFA Reg. No. 0121347
TIM 257-622-827
PTR Mo. 8533233, January 4, 2021, Makati City
SEC Group A Accraditation
Partner - Mo, 121347-8EC {until Dec. 31, 2023)
Firm - No. 0002 (until Dec. 31, 2024)
BIR AN 08-002551-040-2019 (untll Dec.15, 2022)
Firm's BOAPRC Cen. of Reg. No. 0002 (unbl Jul. 24, 2021)
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CROWH ASLA CHEMICALS CORPORATION
STATEMENTS OF FINAMNCIAL POSETTOM
DECEMBER 31, 2600 AND 2019

fdmounts fn Fllippine Pesas)
Mg 020 2%
ASSETS
CURRENT ASSETS
Cash ard cash equivalents 5 P 108, 194,658 * 56,456,379
Tmmde amd other recerrables - net ] 276,007 104 2495 Séb T80
Invenbines 7 465,233,996 405,50 475
Frepayments and other cusrent asscis ] —M06. 582,764 118,512 011
Totl Cument Asscts __Los0.020,522 D26 145
NOMN-CURRENT ASSETS
Propesty, plant and equipenens - met # = 546,031,393 SRA 635 378
Right-ofase sssets - pes 12 000,024 43 436,155
Ighes fipd-CUSBENT RI8E0E - Tl 10 9632 138 11,950,944
Total Mon-custent Assets 596,653 750 642,022 577
TOTAL ASSETS ’ M P___1,568547,T22
LIABILITIES AN EQUITY
CURRENT LIABILITIES
Trude and ather Pl:rﬂﬂu 1 P 262,342,113 P A 245 088
Loars and mongage payables n 2 480, S0 3,160,034
Lease babilities 12 3 466,766 4,621,594
Incoame iux payuble 16 ITLE14 =
Total Cureent Lishdies 284 461415 289026, 716
MOM-CURRENMT LIABILITIES
Mortgage payables 18 4,561,526 6549617
Lease habilities 12 19,237,768 50 545 480
Post-employment defimed benefi ohligation 15 A RER B3 444
Diefereed wx lahdSies - met [ 49,687 926 4700542
Adbvanecs from a siockholdes 17 46,057 46,057
Total Mon-cumrent |Liabadies TH,581,%33 100 A G 245
Total Lishdlities 358,043, 348 389,490,965
EQUITY ]
Capital stock 630, B0, 000 01 A0 O
Treasury ehares, at cost i | 41,006,051 ) 37 462971 )
Addisoral paid-in capital | map 15001 B2 %00, T34 52 309,224
Revahmtion reserves | e 131,489,321 125,057 544
Fenined earnings _ 4 ]n.l 505,158,410 408 552 B0
Total Ecquity = : 1,278,660,924 1,179,056,757
TOTAL LIABILITIES AND EQUITY P 1,636,704,272 P 1,568 847,722
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CROWHN ASLA CHEMICALS CORPORATION
STATEMENTS OF FROFIT OR LOSS
FOR THE YEARS ENDED DECEMBER 31, 2020, 2015 AND 2013

{Ampouets in Fliippoee Pragr)
o b W . 20iB
BEVEMUES a1 P 1,117,655 552 P 04N 8020 P OBET 8258
COET OF GOODSE S0LD 13 I ] 1040006 142 54,654,351
GROSS PROFIT 5,534, 264 93, 96,541 132529977
OTHER OPERATING EXPENSES 1 M _ iea M0TEG __ laTosras
OTHER IRCOME (CHARGES)
Fnante ooty i 4,765,295 [ 1W0RRRY 1,400 248 )
Paesign omency gaing (oades) - nel n L2ELEM | 1074,562 ) 3 5M.2TH
Fiancs T | 357614 E801TE S22
lmuairesent loas on applicd tax coedit ocmlicase E - { 5515653) | LAESAHT )
Clthex imane LR _ n5mAn = 1113138 _3ANT 030
i __sysgmy 14,707,754 ) 378,443
PROFIT BEPORE TAX 173, 290,145 192,348,006 168,210,547
TAX EXPENSE 16 i 52 255G  55933,%3 i 081 29
WET FROFIT F HM P 135 414653 P V17 s02 1R
BASIC AND DILUTED EARNINGS FER SHARE 13 P o.m P [ P [N
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CROWHN ASLA CHEMPCALS CORPORATION
STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2020, X119 AN H18

P in Philiomine A
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Balance at January 1, 2020
Acquisition of shares during the year
Cash dividends

Total comprehensive income for the year

Balance as at December 31, 2020

Balance at January 1, 2019
Acquisition of shares during the year
Cash dividends

Total comprehensive income for the year

Balance at December 31, 2019
Balance at January 1, 2018
Cash dividends

Total comprehensive income for the year

Balance at December 31, 2018

CROWN ASIA CHEMICALS CORPORATION
STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018

(Amounts in Philippine Pesos)

Treasury Additional Retained Revaluation Total

Note Capital Stock Shares Paid-in Capital Earnings Reserves Equity
630,800,000 37,462,971) 52,309,224 408,352,960 125,057,544 1,179,056,757
18 - 3,633,060 ) - - - 3,633,060 )
18 - - - 24,443,639 ) - 24,443,639 )
- - - 121,249,089 6,431,777 127,680,866
630,800,000 41,096,031 ) 52,309,224 505,158,410 131,489,321 1,278,660,924
630,800,000 P - 52,309,224 328,314,487 62,954,276 1,074,377,987
18 - 37,462,971 ) - - - 37,462,971)
18 - - - 56,376,180 ) - 56,376,180 )
- - - 136,414,653 62,103,268 198,517,921
630,800,000 37,462,971 ) 52,309,224 408,352,960 125,057,544 1,179,056,757
630,800,000 P - 52,309,224 267,483,669 61,137,840 1,011,730,733
18 - - - 56,772,000 ) - 56,772,000 )
- - - 117,602,818 1,816,436 119,419,254
630,800,000 P - 52,309,224 328,314,487 62,954,276 1,074,377,987

See Notes to Financial Statements.



CROWN ASIA CHEMICALS CORPORATION
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018
(Amounts in Philippine Pesos)

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax
Adjustments for:
Depreciation and amortization
Interest expense
Unrealized foreign currency losses (gains) - net
Gain on modification and pre-termination of leases
Gain on sale of equipment
Finance income
Impairment loss on applied tax credit certificate
Operating profit before working capital changes
Decrease (increase) in trade and other receivables
Decrease (increase) in inventories
Decrease (increase) in prepayments and other current assets
Decrease (increase) in other non-current assets
Increase in trade and other payables

Increase (decrease) in post-employment defined benefit obligation

Cash generated from operations
Cash paid for income taxes
Interest received

Net Cash From Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of property, plant and equipment
Proceeds from disposal of equipment

Net Cash Used in Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payments of loans and mortgage payables
Proceeds from loans
Dividends paid
Repayments of lease liabilities
Acquisition of treasury shares
Interest paid for loans and mortgage payables

Net Cash Used in Financing Activities

Effect of Foreign Exchange Rate Changes on Cash and Cash Equivalents

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

Supplemental Information on Non-cash Investing and Financing Activities:

Notes 2020 2019 2018
173,292,045 P 192,348,016 P 168,210,947
9,10, 12 42,261,701 40,349,239 31,476,494
11,12,15 4,765,295 3,842,961 1,139,025
( 2,901,855 ) 651,733 2,414,399
12 ( 1,070,444 ) - -
9 ( 515,000)  ( 965,060) 820,000
5 ( 357,614)  ( 640,176) 522,880 )
8 - 5,515,653 3,359,487
215,474,128 241,102,366 200,428,674
( 20,393,446)  ( 50,845,019) 16,691,854
26,756,479  ( 38,289,791) 88,146,052)
3,309,920  ( 26,387,456 ) 32,564,781)
2,253,968 10,197,588 26,301,153)
7,339,010 92,498,177 25,550,401
1,863,931  ( 634,103) 946,588
236,603,990 227,641,762 94,712,355
( 27,323,177)  ( 52,227,780) 38,707,211)
289,584 535,725 443,536
209,570,397 175,949,707 56,448,680
9 ( 38,387,853)  ( 71,809,706 ) 38,324,203)
9 1,573,501 1,387,083 950,732
( 36,814,352)  ( 70,422,623 ) 37,373,471)
11 ( 38,075,046)  ( 80,840,792 6,908,120 )
11 35,000,000 50,000,000 33,000,000
18 ( 24,443,639)  ( 56,376,180) 56,772,000)
12 ( 6,708,341)  ( 4,043,003 -
18 ( 3,633,060)  ( 37,462,971) -
11 ( 1,321,392)  ( 2,388,197 ) 739,619)
( 39,181478)  ( 131,111,143) 31,419,739)
( 1,834,288 ) 651,732 2,767,564
131,740,279 ( 24,932,327) 9,576,966 )
56,456,379 81,388,706 90,965,672
188,196,658 p 56,456,379 P 81,388,706

@) 1In 2019, the Company’s land was revalued resulting in an increase in the value of such property amounting to P89.7 million (see Note 9).

(ii) The Company recognized right-of-use assets and the corresponding lease liabilities with outstanding amount of P43.4 million and P44.2 million,
respectively, as of December 31, 2019, of which portion of such lease arrangements were modified and pre-terminated in 2020 (see Note 12).

(i) In 2019, deposit for future investment amouting to P25.8 million was applied as payment for a purchase of land. As of December 31, 2019, the unpaid

portion relating to the purchase amounts to P21.6 million, which was fully settled in 2020 (see Note 11).

(@iv) In 2019 and 2018, the Company acquired a certain transportation equipment amounting to P7.4 million and P3.2 million, respectively, through bank loan financing
(see Notes 9 and 11). In 2018, the Company purchased a certain machinery and equipment amounting to P8.3 million, which was directly paid to the supplier by
the related party in favor of the Company. However, in 2019 the same machinery and equipment were disposed of and sold directly to the related party and the
outstanding amount of P8.3 million was applied against the Company's receivable from the sale of such asset (see Notes 9 and 17).

See Notes to Financial Statements.



CROWN ASIA CHEMICALS CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020, 2019 and 2018
(Amounts in Philippine Pesos)

GENERAL INFORMATION
1.1 Corporate Information

Crown Asia Chemicals Corporation (the Company) was incorporated and registered
with the Philippine Securities and Exchange Commission (SEC) on February 10, 1989
primarily to engage in, operate, conduct and maintain the business of manufacturing,
importing, exporting, buying, selling or otherwise dealing in, at wholesale and retail
such goods as plastic and/or synthetic resins and compounds and other allied or related
products of similar nature.

The Company’s shares were listed in the Philippine Stock Exchange (PSE) on
April 27, 2015 (see Note 18.1).

The Company’s registered office, which is also its principal place of business, is located

at Km. 33, McArthur Highway, Bo. Tuktukan, Guiguinto, Bulacan. The Company’s
administrative office is located at Units 506 and 508 President’s Tower, No. 81 Timog Ave.,
South Triangle, Quezon City.

The financial statements of the Company as of and for the year ended December 31, 2020
(including the comparative financial statements as of December 31, 2019 and for the years
ended December 31, 2019 and 2018) were authorized for issue by the Company’s Board of
Directors (BOD) on March 2, 2021.

1.2 Impact of COVID-19 Pandemic on Company’s Business

The COVID-19 pandemic started to become widespread in the Philippines in early
March 2020. The measures taken by the government to contain the virus have affected
economic conditions and the Company’s business operations.

The following are the impact of the COVID-19 pandemic to the Company’s business:

e temporary cessation of operations from March 17, 2020 to May 17, 2020

e decline in total actual revenues and net income in 2020 by 22% and 11%, respectively,
compared to that of 2019;

e decline in certain operating expenses incurred including salaries and wages and
utilities due to the temporary cessation of operations;

e recognition of impairment loss on trade receivables amounting to P2.2 million; and,

e additional operating expenses were incurred to ensure the health and safety of its
employees and customers such as the frequent disinfection of facilities, giving of
protective equipment such as face masks, face shields and alcohol, shuttle services and
free lodging for employees residing outside Metro Manila.



In response to this matter, the Company has taken the following actions:

e cstablished a dedicated risks mitigation team covering finance, operations, sales and
marketing;

e cxtended payment terms for certain customers while negotiated for longer payment
terms from suppliers;

e communicated with suppliers on mitigating actions to ensure on-time delivery;

e sct new lead time for the delivery of goods during the quarantine period;

e issued a memo to all employees on how to prevent spread of COVID-19 in the
workplace, and re-arranged work areas to maximize distance between employees; and,

e implemented flexible working arrangements.

Based on the above actions and measures taken by management to mitigate the adverse
effect of the pandemic, it projects that the Company would continue to report positive
results of operations and would remain liquid to meet current obligation as it falls due.
Accordingly, management has not determined material uncertainty that may cast
significant doubt on the Company’s ability to continue as a going concern.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies that have been used in the preparation of these
financial statements are summarized below and in the succeeding pages. These policies
have been consistently applied to all periods presented, unless otherwise stated.

2.1 Basis of Preparation of Financial Statements
(a) Statement of Compliance with Philippine Financial Reporting Standards

The financial statements of the Company have been prepared in accordance with
Philippine Financial Reporting Standards (PFRS). PFRS are adopted by the Financial
Reporting Standards Council (FRSC) from the pronouncements issued by the
International Accounting Standards Board, and approved by the Philippine Board

of Accountancy.

The financial statements have been prepared using the measurement bases specified
by PFRS for each type of asset, liability, income and expense. The measurement
bases are more fully described in the accounting policies that follow.

(b) Presentation of Financial Statements

The financial statements are presented in accordance with Philippine Accounting
Standard (PAS) 1, Presentation of Financial Statements. The Company presents the
statement of comprehensive income separate from the statement of profit or loss.

The Company presents a third statement of financial position as at the beginning of
the preceding period when it applies an accounting policy retrospectively, or makes a
retrospective restatement or reclassification of items that has a material effect on the
information in the statement of financial position at the beginning of the preceding
period. The related notes to the third statement of financial position are not required
to be disclosed.



(¢c) Functional and Presentation Currency

These financial statements are presented in Philippine pesos, the Company’s
functional and presentation currency, and all values represent absolute amounts
except when otherwise indicated.

Items included in the financial statements of the Company are measured using its
functional currency. Functional currency is the currency of the primary economic
environment in which the Company operates.

2.2 Adoption of New and Amended PFRS

(a) Effective in 2020 that are Relevant to the Company

The Company adopted for the first time the following pronouncements, which are
mandatorily effective for annual periods beginning on or after January 1, 2020:

Conceptual Framework :  Revised Conceptual Framework for
Financial Reporting
PAS 1 and PAS 8
(Amendments) :  Presentation of Financial Statements and
Accounting Policies, Changes in
Accounting Estimates and Errors —
Definition of Material
PFRS 7 and PFRS 9
(Amendments) :  Financial Instruments: Disclosures and
Financial Instruments — Interest Rate
Benchmark Reform

Discussed below and in the succeeding page are the relevant information about
these pronouncements.

®

Revised Conceptual Framework for Financial Reporting. 'The revised conceptual
framework will be used in standard-setting decisions with immediate effect.
Key changes include (a) increasing the prominence of stewardship in the
objective of financial reporting, (b) reinstating prudence as a component of
neutrality, (c) defining a reporting entity, which may be a legal entity, or a
portion of an entity, (d) revising the definitions of an asset and a liability,
(e) removing the probability threshold for recognition and adding guidance
on derecognition, (f) adding guidance on different measurement basis, and,
() stating that profit or loss is the primary performance indicator and that,
in principle, income and expenses in other comprehensive income should be
recycled where this enhances the relevance or faithful representation of the
financial statements. The application of the revised conceptual framework
had no significant impact on the Company’s financial statements.



(i)

(iif)

PAS 1 (Amendments), Presentation of Financial Statements, and PAS 8
(Amendments), Accounting Policies, Changes in Accounting Estimates and

Errors — Definition of Material. 'The amendments provide a clearer definition
of ‘material’ in PAS 1 by including the concept of ‘obscuring’ material
information with immaterial information as part of the new definition, and
clarifying the assessment threshold (i.e., misstatement of information is
material if it could reasonably be expected to influence decisions made by
primary users, which consider the characteristic of those users as well as the
entity’s own circumstances). The definition of material in PAS 8 has been
accordingly replaced by reference to the new definition in PAS 1. In addition,
amendment has also been made in other standards that contain definition of
material or refer to the term ‘material’ to ensure consistency. The application
of these amendments had no significant impact on the Company’s financial
statements.

PERS 7 (Amendments), Financial Instruments: Disclosures, and PFRS 9
(Amendments), Financial Instruments — Interest Rate Benchmark Reform. The
amendments clarify that an entity would continue to apply certain hedge
accounting requirements assuming that the interest rate benchmark on which
the hedged cash flows and cash flows from the hedging instrument are based
will not be altered as a result of interest rate benchmark reform. The
application of these amendments had no significant impact on the Company’s
financial statements.

(b) Effective in 2020 that are not Relevant to the Company

(¢)

Among the amendments to PFRS that are mandatorily effective for annual periods
beginning on or after January 1, 2020, only PFRS 3 (Amendments), Business
Combinations — Definition of a Business is not relevant to the Company’s financial
statements.

Effective Subsequent to 2020 but not Adopted Early

There are pronouncements effective for annual periods subsequent to 2020, which
are adopted by the FRSC. Management will adopt the relevant pronouncements
below and in the succeeding page in accordance with their transitional provisions;
and, unless otherwise stated, none of these are expected to have significant impact
on the Company’s financial statements.

@

(i)

PFRS 16 (Amendments), Leases — COV'ID-19-Related Rent Concessions (effective
from June 30, 2020). The amendments permit lessees, as a practical expedient,
not to assess whether particular rent concessions occurring as a direct
consequence of the COVID-19 pandemic are lease modifications and instead to
account for those rent concessions as if they are not lease modifications.

PAS 16 (Amendments), Property, Plant and Equipment — Proceeds Before Intended
Use (effective from January 1, 2022). The amendments prohibit deducting
from the cost of an item of property, plant and equipment any proceeds from
selling items produced while bringing that asset to the location and condition
necessary for it to be capable of operating in the manner intended by
management. Instead, an entity recognizes the proceeds from selling

such items, and the cost of producing those items, in profit or loss.



() PAS 37 (Amendments), Provisions, Contingent Liabilities and Contingent
Assets — Onerous Contracts — Cost of Fulfilling a Contract (effective January 1, 2022).
The amendments specify that the ‘cost of fulfilling’ a contract comprises
the ‘costs that relate directly to the contract’. Costs that relate directly to a
contract can either be incremental costs of fulfilling that contract (examples
would be direct labor, materials) or an allocation of other costs that relate
directly to fulfilling contracts (an example would be the allocation of the
depreciation charge for an item of property, plant and equipment used in
tulfilling the contract).

(iv)  Annual Improvements to PFRS 2018-2020 Cycle. Among the improvements,
the following amendments, which are effective from January 1, 2022, are
relevant to the Company:

a. PFRS 9 (Amendments), Financial Instruments — Fees in the "10 per cent’ Test for
Derecognition of Liabilities. 'The improvements clarify the fees that a
company includes when assessing whether the terms of a new or modified
financial liability are substantially different from the terms of the original
financial liability.

b. Ilustrative Examples Accompanying PFRS 16, Leases — Lease Incentives.
The improvement merely removes potential for confusion regarding lease
incentives.

(v)  PAS 1 (Amendments), Presentation of Financial Statements — Classification of
Liabilities as Current or Non-current (effective January 1, 2023). The amendments
aim to promote consistency in applying the requirements by helping companies
determine whether, in the statement of financial position, debt and other
liabilities with an uncertain settlement date should be classified as current
(due or potentially due to be settled within one year) or non-current.

2.3 Segment Reporting

Operating segments are reported in a manner consistent with the internal reporting
provided to the Company’s strategic steering commiittee, its chief operating
decision-maker. The strategic steering committee is responsible for allocating resources
and assessing performance of the operating segments.

In identifying its operating segments, management generally follows the Company’s
products as disclosed in Note 4, which represent the main products provided by the
Company.

Each of these operating segments is managed separately as each of these product lines
requires different technologies and other resources as well as marketing approaches.
All inter-segment transfers are carried out at arm’s length prices.

The measurement policies the Company uses for segment reporting under PFRS 8,
Operating Segments, are the same as those used in its financial statements. However,
corporate assets which are not directly attributable to the business activities of any
operating segment are not allocated to any segment.

There have been no changes from prior periods in the measurement methods used to
determine reported segment profit or loss.



2.4 Financial Assets

Financial assets are recognized when the Company becomes a party to the contractual
terms of the financial instrument. For purposes of classifying financial assets, an
instrument is considered as an equity instrument if it is non-derivative and meets the
definition of equity for the issuer in accordance with the criteria of PAS 32, Financial
Instruments: Presentation. All other non-derivative financial instruments are treated as debt
instruments.

(a)  Classification and Measurement of Financial Assets

Financial assets other than those designated and effective as hedging instruments are
classified into the following categories: financial assets at amortized cost, financial
assets at fair value through other comprehensive income, and financial assets at fair
value through profit or loss. Under PFRS 9, the classification and measurement of
financial assets is driven by the entity’s business model for managing the financial
assets and the contractual cash flow characteristics of the financial assets. Financial
assets at amortized cost is the only classification applicable to the Company. The
classification and measurement of the Company’s relevant financial assets are
described below.

Financial assets are measured at amortized cost if both of the following conditions
are met:

e the asset is held within the Company’s business model whose objective is to hold
financial assets in order to collect contractual cash flows (“hold to collect”); and,

e the contractual terms of the instrument give rise, on specified dates, to cash
flows that are solely payments of principal and interest on the principal amount
outstanding.

Except for trade receivables that do not contain a significant financing component
and are measured at the transaction price in accordance with PFRS 15, Revenue from
Contracts with Customers, for Contracts all financial assets meeting these criteria are
measured initially at fair value plus transaction costs. These are subsequently
measured at amortized cost using the effective interest method, less allowance for
expected credit loss (ECL).

The Company’s financial assets at amortized cost are presented as Cash and Cash
Equivalents, Trade and Other Receivables (except Advances and portion of Other
receivables) and Security deposits (presented under Other Non-current Assets) in the
statement of financial position. Cash and cash equivalents include cash on hand and
short-term, highly liquid investments with original maturities of three months or less,
readily convertible to known amounts of cash.

Financial assets measured at amortized cost are included in current assets, except for
those with maturities greater than 12 months after the end of reporting period, which
are classified as non-current assets.

Interest income is calculated by applying the effective interest rate to the gross
carrying amount of the financial assets except for those that are subsequently
identified as credit-impaired. For credit-impaired financial assets at amortized cost,
the effective interest rate is applied to the net carrying amount of the financial assets
(after deduction of the loss allowance). The interest earned is recognized in the
statement of profit or loss as part of Finance income under Other Income (Charges).



(b)  Impairment of Financial Assets

(¢)

At the end of the reporting period, the Company assesses its ECL on a
forward-looking basis associated with its financial assets carried at amortized cost.

The Company considers a broader range of information in assessing credit risk and
measuring ECL, including past events, current conditions, reasonable and supportable
forecasts that affect collectability of the future cash flows of the financial assets.
Measurement of the ECL is determined by a probability-weighted estimate of credit
losses over the expected life of the financial instruments evaluated based on a range of
possible outcome.

The Company applies the simplified approach in measuring ECL, which uses a
lifetime expected loss allowance for all trade receivables. These are the expected
shortfalls in contractual cash flows, considering the potential for default at any point
during the life of the financial assets. To calculate the ECL, the Company uses its
historical experience, external indicators and forward-looking information to
calculate the ECL using a provision matrix. The Company also assesses impairment
of trade receivables on a collective basis as they possess shared credit risk
characteristics and have been grouped based on the days past due [see Note 21.2(b)].

The key elements used in the calculation of ECL are as follows:

® Probability of defanlt — It is an estimate of likelihood of a counterparty defaulting at
its financial obligation over a given time horizon, either over the next 12 months
or the remaining lifetime of the obligation.

o [ oss given defanlt — It is an estimate of loss arising in case where a default occurs at
a given time. Itis based on the difference between the contractual cash flows of a
financial instrument due from a counterparty and those that the Company would
expect to receive, including the realization of any collateral or effect of any credit
enhancement.

o Exposure at default — 1t represents the gross carrying amount of the financial
instruments in the event of default which pertains to its amortized cost.

The amount of ECL required to be recognized during the year, if any, is presented as
Impairment loss on trade receivables under the Other Operating Expenses. Reversal
of loss allowance, if applicable, is recognized in the statement of profit or loss as part
of Other income under Other Income (Charges).

Derecognition of Financial Assets

The financial assets (or where applicable, a part of a financial asset or part of a group
of financial assets) are derecognized when the contractual rights to receive cash flows
from the financial instruments expire, or when the financial assets and all substantial
risks and rewards of ownership have been transferred to another party. If the
Company neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Company recognizes
its retained interest in the asset and an associated liability for amounts it may have to
pay. If the Company retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Company continues to recognize the financial asset
and also recognizes a collateralized borrowing for the proceeds received.



2.5 Inventories

Inventories are valued at the lower of cost and net realizable value. Cost is determined
using the weighted average method. Finished goods include the cost of raw materials,
direct labor and a proportion of manufacturing overhead based on actual units produced.
The cost of raw materials includes all costs directly attributable to acquisitions, such as
the purchase price, import duties and other taxes that are not subsequently recoverable
from taxing authorities.

Net realizable value is the estimated selling price in the ordinary course of business, less
the estimated costs of completion and the estimated costs necessary to make the sale.
Net realizable value of raw materials, supplies and packaging materials is the current
replacement cost.

2.6 Prepayments and Other Assets

Prepayments and other assets, which are non-financial assets, pertain to other resources
controlled by the Company as a result of past events. They are recognized at cost in the
financial statements when it is probable that the future economic benefits will flow to the
Company and the asset has a cost or value that can be measured reliably. These are
subsequently charged to profit or loss as utilized or reclassified to another asset account if
capitalizable.

Other recognized assets of similar nature, where future economic benefits are expected to
flow to the Company beyond one year after the end of the reporting period or in the
normal operating cycle of the business, if longer, are classified as non-current assets.

Advances to suppliers that will be applied as payment for future purchase of inventories
are classified and presented under the Trade and Other Receivables account in the
statement of financial position. On the other hand, advances to suppliers that will

be applied as payment for future acquisition or construction of property, plant and
equipment are classified and presented under the Other Non-current Assets account.
The classification and presentation is based on the eventual realization of the asset to
which it was advanced for.

The asset’s carrying amount is written down immediately to its recoverable amount if the
asset’s carrying amount is greater than its estimated recoverable amount (see Note 2.15).

2.7 Property, Plant and Equipment

Property, plant and equipment, except land, are initially recognized at cost and
subsequently carried at cost less accumulated depreciation, amortization and any
impairment in value. As no finite useful life for land can be determined, the related
carrying amount is not depreciated.

The cost of an asset comprises its purchase price and directly attributable costs

of bringing the asset to working condition for its intended use. Expenditures for
additions, major improvements and renewals are capitalized, while expenditures for
repairs and maintenance are charged to expense as incurred.



Following initial recognition at cost, land is carried at revalued amount which is the fair
value at the date of the revaluation as determined by independent appraisers. Revalued
amount is the fair market value determined based on appraisal by external professional
valuer once every two years or more frequently if market factors indicate a material
change in fair value (see Note 23.3).

Any revaluation surplus is recognized in other comprehensive income and credited to the
Revaluation Reserves account in the statement of changes in equity. Any revaluation
deficit directly offsetting a previous surplus in the same asset is charged to other
comprehensive income to the extent of any revaluation surplus in equity relating to this
asset and the remaining deficit, if any, is recognized in profit or loss. Upon disposal of
revalued assets, amounts included in Revaluation Reserves relating to the assets are
transferred to Retained Earnings, net of tax.

Depreciation and amortization are computed on the straight-line basis over the estimated
useful lives of the assets as follows:

Land improvements 5 years
Building and improvements 3-10 years
Transportation equipment 3-7 years
Machineries, factory, and other equipment 3-15 years
Furniture, fixtures and office equipment 3-5 years

Leasehold improvements, presented as part of Building and improvements, are amortized
over the asset’s estimated useful lives or applicable lease terms, whichever is shorter.

Construction in progress represents properties under construction and is stated at cost.
This includes cost of construction, applicable borrowing costs (see Notes 2.17 and 9) and
other direct costs. The account is not depreciated until such time that the assets are
completed and available for use.

The asset’s carrying amount is written down immediately to its recoverable amount if the
asset’s carrying amount is greater than its estimated recoverable amount (see Note 2.15).

Fully depreciated and amortized assets are retained in the account until they are no longer
in use and no further charge for depreciation and amortization is made in respect to those
assets.

The residual values, estimated useful lives and method of depreciation and amortization
of property, plant and equipment are reviewed, and adjusted if appropriate, at the end of
each reporting period.

An item of property, plant and equipment, including the related accumulated
depreciation, amortization and any impairment losses, is derecognized upon disposal or
when no future economic benefits are expected to arise from the continued use of the
asset. Any gain or loss arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the item) is included in
profit or loss in the year the item is derecognized.
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2.8 Intangible Assets

Intangible assets include registered trademarks which are accounted for under the cost
model. The cost of the asset is the amount of cash or cash equivalents paid or the fair
value of the other considerations given up to acquire an asset at the time of its acquisition
or production. Capitalized costs are amortized on a straight-line basis over the estimated
useful life of 10 years as the lives of these intangible assets are considered finite.
Intangible assets are subject to impairment testing as described in Note 2.15. The
carrying amounts of the intangible assets are presented as Trademarks under Other
Non-current Assets account in the statement of financial position (see Note 10).

When an intangible asset is disposed of, the gain or loss on disposal is determined as
the difference between the proceeds received and the carrying amount of the asset
and is recognized in profit or loss.

2.9 Financial Liabilities

Financial liabilities, which include Trade and Other Payables (except Advances from
customers and tax-related payables), Loans and Mortgage Payables, Lease Liabilities and
Advances from a Stockholder, are recognized when the Company becomes a party to the
contractual terms of the instrument. All interest-related charges incurred on financial
liabilities are recognized as an expense under the caption Finance Costs in the statement
of profit or loss.

Trade and other payables, loans and mortgage payables and advances from a stockholder
are recognized initially at their fair values and subsequently measured at amortized cost,
using effective interest method for those with maturities beyond one year, less settlement
payments.

Dividend distributions to stockholders are recognized as financial liabilities upon
declaration by the Company’s BOD.

Interest-bearing loans normally arise from the funding of certain construction projects
and working capital loans raised for support of short-term funding of operations and are
recognized initially at the transaction price (i.e., the present value of cash payable to the
bank, including transaction costs). Finance costs are charged to profit or loss on an
accrual basis (except for capitalizable borrowing costs which are added as part of the cost
of qualifying asset) using the effective interest method and are added to the carrying
amount of the instrument to the extent that these are not settled in the period in which
they arise.

The measurement of lease liabilities is discussed in Note 2.13(7).

Financial liabilities are classified as current liabilities if payment is due to be settled within
one year or less after the end of the reporting period (or in the normal operating cycle of
the business, if longer), or the Company does not have an unconditional right to defer
settlement of the liability for at least 12 months after the end of the reporting period.
Otherwise, these are presented as non-current liabilities.

Financial liabilities are derecognized from the statement of financial position only when
the obligations are extinguished either through discharge, cancellation or expiration. The
difference between the carrying amount of the financial liability derecognized and the
consideration paid or payable is recognized in profit or loss.
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2.10 Offsetting Financial Instruments

Financial assets and financial liabilities are offset and the resulting net amount, considered
as a single financial asset or financial liability, is reported in the statement of financial
position when the Company currently has legally enforceable right to set off the
recognized amounts and there is an intention to settle on a net basis, or realize the asset
and settle the liability simultaneously. The right of set-off must be available at the end

of the reporting period, that is, it is not contingent on future event. It must also be
enforceable in the normal course of business, in the event of default, and in the event

of insolvency or bankruptcy; and, must be legally enforceable for both entities and all
counterparties to the financial instruments.

2.11 Provisions and Contingencies

Provisions are recognized when present obligations will probably lead to an outflow of
economic resources and they can be estimated reliably even if the timing or amount of
the outflow may still be uncertain. A present obligation arises from the presence of a
legal or constructive obligation that has resulted from past events.

Provisions are measured at the estimated expenditure required to settle the present
obligation, based on the most reliable evidence available at the end of the reporting
period, including the risks and uncertainties associated with the present obligation.
Where there are a number of similar obligations, the likelihood that an outflow will be
required in settlement is determined by considering the class of obligations as a whole.
When time value of money is material, long-term provisions are discounted to their
present values using a pre-tax rate that reflects market assessments and the risks specific
to the obligation. The increase in the provision due to passage of time is recognized as
interest expense. Provisions are reviewed at the end of each reporting period and
adjusted to reflect the current best estimate.

In those cases where the possible outflow of economic resource as a result of present
obligations is considered improbable or remote, or the amount to be provided for cannot
be measured reliably, no liability is recognized in the financial statements. Similarly,
possible inflows of economic benefits to the Company that do not yet meet the
recognition criteria of an asset are considered contingent assets, hence, are not recognized
in the financial statements. On the other hand, any reimbursement that the Company can
be virtually certain to collect from a third party with respect to the obligation is
recognized as a separate asset not exceeding the amount of the related provision.

2.12 Revenue and Expense Recognition

Revenue comprises sale of goods measured by reference to the fair value of consideration
received or receivable by the Company for goods sold, excluding value-added tax (VAT).

To determine whether to recognize revenue, the Company follows a five-step process:

(1) identifying the contract with a customer;

(2) identifying the performance obligation;

(3) determining the transaction price;

(4) allocating the transaction price to the performance obligations; and,
(5) recognizing revenue when/as performance obligations are satisfied.
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The Company determines whether a contract with customer exists by evaluating
whether the following gating criteria are present:

(i) the parties to the contract have approved the contract either in writing, orally or in
accordance with other customary business practices;

(if) each party’s rights regarding the goods or services to be transferred or performed
can be identified;

(i) the payment terms for the goods or services to be transferred or performed can be
identified;

(iv) the contract has commercial substance (i.e., the risk, timing or amount of the
future cash flows is expected to change as a result of the contract); and,

(v) collection of the consideration in exchange of the goods and services is probable.

Revenue is recognized only when (or as) the Company satisfies a performance
obligation by transferring control of the promised goods or services to a customer. The
transfer of control can occur over time or at a point in time.

A performance obligation is satisfied at a point in time unless it meets one of the
following criteria, in which case it is satisfied over time:

(i) the customer simultaneously receives and consumes the benefits provided by the
Company’s performance as the Company performs;

(i) the Company’s performance creates or enhances an asset that the customer
controls as the asset is created or enhanced; and,

(i) the Company’s performance does not create an asset with an alternative use to the
Company and the entity has an enforceable right to payment for performance
completed to date.

The Company enters into transactions involving the sale of goods representing
compounds, pipes and roofing products. The transaction price allocated to the
performance obligations satisfied at a point in time is recognized as revenue when
control of the goods or services transfers to the customer. As a matter of accounting
policy when applicable, if the performance obligation is satisfied over time, the
transaction price allocated to that performance obligation is recognized as revenue as
the performance obligation is satisfied.

Specifically, revenue from sale of goods is recognized when the control over the goods
has been transferred at a point in time to the customer, i.e., generally when the customer
has acknowledged delivery of goods. Invoices for goods transferred are due upon receipt
by the customer. The significant judgments in determining the timing of satisfaction of
the performance obligation is disclosed in Note 3.1(b).

As applicable, if the Company is required to refund the related purchase price for
returned goods, it recognizes a refund liability for the expected refunds by adjusting the
amount of revenues recognized during the period. Also, if applicable, the Company
recognizes a right of return asset on the goods to be recovered from the customers with
a corresponding adjustment to Cost of Goods Sold account. However, there were no
contracts that contained significant right of return arrangements that remain
outstanding during the reporting periods [see Note 3.1(c)].
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In obtaining customer contracts, the Company incurs incremental costs. As the expected
amortization period of these costs, if capitalized, would be less than one year, the
Company uses the practical expedient in PFRS 15 and recognizes as outright expenses
such costs as incurred. The Company also incurs costs in fulfilling contracts with
customers. However, as those costs are within the scope of other financial reporting
standards, the Company accounts for those costs in accordance with accounting policies
related to those financial reporting standards.

Costs and expenses are recognized in profit or loss upon utilization of the goods and/or
services or at the date they are incurred. All finance costs except for the capitalized
borrowing costs, if any, are reported in profit or loss on an accrual basis.

2.13 Leases — Company as Lessee
(1) Accounting for Leases in Accordance with PFRS 16 (2020 and 2019)

For any new contracts entered into on or after January 1, 2019, the Company
considers whether a contract is, or contains, a lease. A lease is defined as a contract,
or part of a contract, that conveys the right to use an asset (the underlying asset) for
a period of time in exchange for consideration. To apply this definition, the
Company assesses whether the contract meets three key evaluations which are
whether:

e the contract contains an identified asset, which is either explicitly identified in the
contract or implicitly specified by being identified at the time the asset is made
available to the Company;

e the Company has the right to obtain substantially all of the economic benefits
from the use of the identified asset throughout the period of use, considering its
rights within the defined scope of the contract; and,

e the Company has the right to direct the use of the identified asset throughout the
period of use. The Company assesses whether it has the right to direct ‘how and
for what purpose’ the asset is used throughout the period of use.

At lease commencement date, the Company recognizes a right-of-use asset and a
lease liability in the statement of financial position. The right-of-use asset is
measured at cost, which is made up of the initial measurement of the lease liability,
any initial direct costs incurred by the Company, an estimate of any costs to
dismantle and remove the asset at the end of the lease, and any lease payments made
in advance of the lease commencement date (net of any incentives received).
Subsequently, the Company depreciates the right-of-use asset on a straight-line basis
from the lease commencement date to the earlier of the end of the useful life of the
right-of-use asset or the end of the lease term. The Company also assesses the
right-of-use asset for impairment when such indicators exist (see Note 2.15).
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On the other hand, the Company measures the lease liability at the present value of
the lease payments unpaid at the commencement date, discounted using the interest
rate implicit in the lease if that rate is readily available or the Company’s incremental
borrowing rate. Lease payments include fixed payments (including in-substance
fixed) less lease incentives receivable, if any, variable lease payments based on an
index or rate, amounts expected to be payable under a residual value guarantee, and
payments arising from options (either renewal or termination) reasonably certain to
be exercised. Subsequent to initial measurement, the liability will be reduced for
payments made and increased for interest. It is remeasured to reflect any
reassessment or modification, or if there are changes in in-substance fixed payments.
When the lease liability is remeasured, the corresponding adjustment is reflected in
the right-of-use asset, or profit and loss if the right-of-use asset is already reduced to
Zero.

The Company has elected to account for short-term leases and leases of low-value
assets using the practical expedients. Instead of recognizing a right-of-use asset and
lease liability, the payments in relation to these are recognized as an expense in profit
or loss on a straight-line basis over the lease term.

On the statement of financial position, right-of-use assets and lease liabilities have
been presented separately from property, plant and equipment and other liabilities,
respectively.

(i) Accounting for Leases in Accordance with PAS 17 (2018)

Leases which do not transfer to the Company substantially all the risks and benefits
of ownership of the asset are classified as operating leases. Operating lease
payments (net of any incentive received from the lessor) are recognized as expense
in the profit or loss on a straight-line basis over the lease term. Associated costs,
such as maintenance and insurance, are expensed as incurred.

The Company determines whether an arrangement is, or contains, a lease based on
the substance of the arrangement. It makes an assessment of whether the fulfilment
of the arrangement is dependent on the use of a specific asset or assets and the
arrangement conveys a right to use the asset.

2.14 Foreign Currency Transactions and Translation

The accounting records of the Company are maintained in Philippine pesos. Foreign
currency transactions during the period are translated into the functional currency at
exchange rates which approximate those prevailing on transaction dates.

Foreign currency gains and losses resulting from the settlement of such transactions and
from the translation at period-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in profit or loss.

2.15 Impairment of Non-financial Assets

The Company’s property, plant and equipment, right-of-use assets, intangible assets
(presented under the Other Non-current Assets account) and other non-financial assets
are subject to impairment testing. All other individual assets are tested for impairment
whenever events or changes in circumstances indicate that the carrying amount of those
assets may not be recoverable.



-15-

For purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash-generating units). As a result, assets are
tested for impairment either individually or at the cash-generating unit level.

Impairment loss is recognized in profit or loss for the amount by which the asset or
cash-generating unit’s carrying amount exceeds its recoverable amounts, which is the
higher of its fair value less costs to sell and its value in use. In determining value in use,
management estimates the expected future cash flows from each cash-generating unit
and determines the suitable interest rate in order to calculate the present value of those
cash flows. The data used for impairment testing procedures are directly linked to the
Company’s latest approved budget, adjusted as necessary to exclude the effects of asset
enhancements. Discount factors are determined individually for each cash-generating
unit and reflect management’s assessment of respective risk profiles, such as market and
asset-specific risk factors.

All assets are subsequently reassessed for indications that an impairment loss previously
recognized may no longer exist. An impairment loss is reversed if the asset’s or
cash-generating unit’s recoverable amount exceeds its carrying amount.

2.16 Employee Benefits

The Company provides short-term and post-employment benefits to employees through
defined benefit and defined contribution plans, and other employee benefits which are
recognized as follows:

(a)  Short-term Employee Benefits

Short-term employee benefits include wages, salaries, bonuses, and non-monetary
benefits provided to current employees, which are expected to be settled before
twelve months after the end of the annual reporting period during which employee
services are rendered, but does not include termination benefits. The undiscounted
amount of the benefits expected to be paid in respect of services rendered by
employees in an accounting period is recognized in profit or loss during that period
and any unsettled amount at the end of the reporting period is included as part of
Accrued expenses under Trade and Other Payable account in the statement of
financial position.

(b)  Post-employment Defined Benefit Plan

A defined benefit plan is a post-employment plan that defines an amount of
post-employment benefit that an employee will receive on retirement, usually
dependent on one or more factors such as age, years of service and salary. The
legal obligation for any benefits from this kind of post-employment plan remains
with the Company, even if plan assets for funding the defined benefit plan have
been acquired. Plan assets may include assets specifically designated to a long-term
benefit fund, as well as qualifying insurance policies. The Company’s defined
benefit post-employment plan covers all regular full-time employees. The pension
plan is partially funded, tax-qualified, noncontributory and administered by a
trustee.

The liability recognized in the statement of financial position for a defined benefit
plan is the present value of the defined benefit obligation at the end of the
reporting period less the fair value of plan assets. The defined benefit obligation is
calculated annually by independent actuaries using the projected unit credit method.
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The present value of the defined benefit obligation is determined by discounting the
estimated future cash outflows for expected benefit payments using a discount rate
derived from the interest rates of a zero coupon government bonds [using the
reference rates published by Bloomberg using its valuation technology, Bloomberg
Valuation (BVAL)], that are denominated in the currency in which the benefits will
be paid and that have terms to maturity approximating to the terms of the related
post-employment liability. BVAL provides evaluated prices that are based on
market observations from contributed sources.

Remeasurements, comprising of actuarial gains and losses arising from experience
adjustments and changes in actuarial assumptions and the return on plan assets
(excluding amount included in net interest), are reflected immediately in the
statement of financial position with a charge or credit recognized in other
comprehensive income in the period in which they arise. Net interest is calculated
by applying the discount rate at the beginning of the period, unless there is a plan
amendment, curtailment or settlement during the reporting period. The calculation
also takes into account any changes in the net defined benefit liability or asset
during the period as a result of contributions to the plan or benefit payments. Net
interest is reported as part of Finance Costs or Finance income in the statement of
profit or loss.

Past service costs are recognized immediately in profit or loss in the period of a
plan amendment or curtailment.

Post-employment Defined Contribution Plan

A defined contribution plan is a post-employment plan under which the Company
pays fixed contributions into an independent entity. The Company has no legal
or constructive obligations to pay further contributions after payment of the fixed
contribution. The contributions recognized in respect of defined contribution
plans are expensed as they fall due. Liabilities and assets may be recognized if
underpayment or prepayment has occurred and are included in current liabilities
or current assets as they are normally of a short-term nature.

Termination Benefits

Termination benefits are payable when employment is terminated by the Company
before the normal retirement date, or whenever an employee accepts voluntary
redundancy in exchange for these benefits. The Company recognizes termination
benefits at the earlier of when it can no longer withdraw the offer of such benefits
and when it recognizes costs for a restructuring that is within the scope of PAS 37,
Provisions, Contingent Liabilities and Contingent Assets, and involves the payment of
termination benefits. In the case of an offer made to encourage voluntary
redundancy, the termination benefits are measured based on the number of
employees expected to accept the offer. Benefits falling due more than

12 months after the reporting period are discounted to their present value.

Compensated Absences

Compensated absences are recognized for the number of paid leave days
(including holiday entitlement) remaining at the end of the reporting period. They
are included in the Trade and Other Payables account in the statement of financial
position at the undiscounted amount that the Company expects to pay as a result
of the unused entitlement.
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2.17 Borrowing Costs

Borrowing costs are recognized as expenses in the period in which they are incurred,
except to the extent that they are capitalized. Borrowing costs that are directly
attributable to the acquisition, construction or production of a qualifying asset

(i.e., an asset that takes a substantial period of time to get ready for its intended use or
sale) are capitalized as part of cost of such asset. The capitalization of borrowing costs
commences when expenditures for the asset and borrowing costs are being incurred and
activities that are necessary to prepare the asset for its intended use or sale are in progress.
Capitalization ceases when substantially all such activities are complete.

Investment income earned on the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the borrowing costs eligible for
capitalization.

2.18 Income Taxes

Tax expense recognized in profit or loss comprises the sum of current tax and deferred
tax not recognized in other comprehensive income or directly in equity, if any.

Current tax assets or current tax liabilities comprise those claims from, or obligations to,
fiscal authorities relating to the current or prior reporting period, that are uncollected or
unpaid at the end of the reporting period. They are calculated using the tax rates and tax
laws applicable to the fiscal periods to which they relate, based on the taxable profit for
the year. All changes to current tax assets or current tax liabilities are recognized as a
component of tax expense in profit or loss.

Deferred tax is accounted for using the liability method on temporary differences at the
end of each reporting period between the tax base of assets and liabilities and their
carrying amounts for financial reporting purposes. Under the liability method, with
certain exceptions, deferred tax liabilities are recognized for all taxable temporary
differences and deferred tax assets are recognized for all deductible temporary
differences and the carryforward of unused tax losses and unused tax credits to the
extent that it is probable that taxable profit will be available against which the
deductible temporary differences can be utilized. Unrecognized deferred tax assets are
reassessed at the end of each reporting period and are recognized to the extent that it
has become probable that future taxable profit will be available to allow such deferred
tax assets to be recovered.

Deferred tax assets and deferred tax liabilities are measured at the tax rates that are
expected to apply in the period when the asset is realized or the liability is settled
provided such tax rates have been enacted or substantively enacted at the end of the
reporting period.

The carrying amount of deferred tax assets is reviewed at the end of each reporting
period and reduced to the extent that it is probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be utilized.

The measurement of deferred tax assets and liabilities reflects the tax consequences that
would follow from the manner in which the Company expects, at the end of the
reporting period, to recover or settle the carrying amount of its assets and liabilities. For
purposes of measuring deferred tax liabilities for land that is measured using the fair value
model (see Note 2.7), the land’s carrying amount is presumed to be recovered entirely
through sale as an ordinary asset.
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Most changes in deferred tax assets or deferred tax liabilities are recognized as a
component of tax expense in profit or loss, except to the extent that it relates to items
recognized in other comprehensive income or directly in equity. In this case, the tax
effect is also recognized in other comprehensive income or directly in equity, respectively.

Deferred tax assets and deferred tax liabilities are offset if the Company has a legally
enforceable right to set off current tax assets against current tax liabilities and the
deferred taxes relate to the same taxation authority.

2.19 Related Party Transactions and Relationships

Related party transactions are transfers of resources, services or obligations between the
Company and its related parties, regardless whether a price is charged.

Parties are considered to be related if one party has the ability to control the other party
or exercise significant influence over the other party in making financial and operating
decisions. These parties include: (a) individuals owning, directly or indirectly through one
or more intermediaries, control or are controlled by, or under common control with the
Company; (b) associates; () individuals owning, directly or indirectly, an interest in the
voting power of the Company that gives them significant influence over the Company
and close members of the family of any such individual; and, (d) the Company’s funded
retirement plan.

In considering each possible related party relationship, attention is directed to the
substance of the relationship and not merely on the legal form.

Based on the requirements of SEC Memorandum Circular No. 10, Series of 2019, Rules on
Material Related Party Transactions for Publicly-Listed Companies, transactions amounting to
10% or more of the total assets based on the latest audited financial statements that were
entered into with the related parties are considered material.

All individual material related party transactions shall be approved by at least two-thirds
vote of the BOD, with at least a majority of the independent directors voting to approve
the material related party transactions. In case that a majority of the independent
directors’ vote is not secured, the material related party transaction may be ratified by the
vote of the stockholders representing at least two-third of the outstanding capital stock.
For aggregate related party transactions within a 12-month period that breaches the
materiality threshold of 10% of the Company’s total assets based on the latest audited
financial statements, the same BOD approval would be required for the transactions that
meet and exceed the materiality threshold covering the same related party.

Directors with personal interest in the transaction should abstain from participating in the
discussions and voting on the same. In case they refuse to abstain, their attendance shall
not be counted for the purposes of assessing the quorum and their votes shall not be
counted for purposes of determining approval.

2.20 Equity
Capital stock represents the nominal value of shares that have been issued.
Additional paid-in capital includes any premium received on the issuance of capital stock.

Any transaction costs associated with the issuance of shares are deducted from additional
paid-in capital.
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Treasury shares are stated at the cost of reacquiring such shares and are deducted from
equity attributable to the Company’s equity holders until the shares are cancelled, reissued
or disposed of.

Revaluation reserves include the fair value gains and losses due to the revaluation of land
and remeasurements of post-employment defined benefit plan [see Note 2.7 and 2.16(b)].

Retained earnings, the appropriated portion of which, if any, is not available for dividend
distribution, represent all current and prior period results of operations as reported in the
statement of profit or loss, reduced by the amounts of dividends declared.

2.21 Earnings per Share

Basic earnings per share (EPS) is computed by dividing net profit by the weighted average
number of shares issued and outstanding, adjusted retroactively for any stock dividend,
stock split or reverse stock split declared during the current period.

Diluted EPS is computed by adjusting the weighted average number of ordinary shares
outstanding to assume conversion of any dilutive potential shares.

2.22 Events After the End of the Reporting Period

Any post year-end event that provides additional information about the Company’s
financial position at the end of the reporting period (adjusting event) is reflected in the
financial statements. Post year-end events that are not adjusting events, if any, are
disclosed when material to the financial statements.

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of the Company’s financial statements in accordance with PFRS requires
management to make judgments and estimates that affect the amounts reported in the
financial statements and related notes. Judgments and estimates are continually evaluated
and are based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances. Actual results may
ultimately differ from these estimates.

3.1  Critical Management Judgment in Applying Accounting Policies

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

(a)  Determination of Lease Term of Contracts with Renewal and Termination Options
(2020 and 2019)

In determining the lease term, management considers all relevant factors and
circumstances that create an economic incentive to exercise a renewal option or not
exercise a termination option. Renewal options and/or periods after termination
options are only included in the lease term if the lease is reasonably certain to be
extended or not terminated and such provision of the contract is not subject to
mutual agreement of both parties.
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The factors that are normally the most relevant are (a) if there are significant
penalties should the Company pre-terminate the contract, and (b) if any leasehold
improvements are expected to have a significant remaining value, the Company is
reasonably certain to extend and not to terminate the lease contract. Otherwise, the
Company considers other factors including historical lease durations and the costs
and business disruption required to replace the leased asset.

The Company did not include the renewal period as part of the lease term for leases
of some of its office space and warehouse due to the provision in its contracts that
requires mutual agreement of both parties on the terms and agreements of the
renewal and termination of the lease contract.

The lease term is reassessed if an option is actually exercised or not exercised or the
Company becomes obliged to exercise or not exercise it. The assessment of
reasonable certainty is only revised if a significant event or a significant change in
circumstances occurs, which affects this assessment, and that is within the control
of the Company.

(b)  Determination of Timing of Satisfaction of Performance Obligations

The Company determines that its revenue from sale of goods shall be recognized at
a point in time when the control of the goods have passed to the customer,
L.e., generally when the customer has acknowledged delivery of the goods.

(¢c)  Determination of Transaction Price

The transaction price, which excludes any amounts collected on behalf of third parties
(e.g., VAT), is considered receivable to the extent of products sold with consideration
on the right of return, if applicable (see Note 2.12). Also, the Company uses the
practical expedient in PFRS 15, with respect to non-adjustment of the promised
amount of consideration for the effects of any financing component [i.e., the Company
receives advances from certain customers which can be applied to their future
purchases (see Note 11.1)] as the Company expects, at contract inception, that the
period between when the Company transfers promised goods or services to the
customer and payment due date is one year or less.

(d)  Determination of ECL on Trade and Other Receivables

The Company uses a provision matrix to calculate ECL for trade and other
receivables. The provision rates are based on days past due for groupings of
various customer segments to the extent applicable that have similar loss patterns
(i.e., by geography, product type, or customer type and rating).

The provision matrix is based on the Company’s historical observed default rates.
The Company’s management intends to regularly calibrate (i.e., on an annual basis)
the matrix to consider the historical credit loss experience with forward-looking
information (i.e., forecast economic conditions). Details about the ECL on the
Company’s trade and other receivables are disclosed in Note 21.2(b).
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(¢)  Determination of Cost of Inventories

In inventory costing, management uses estimates and judgment in properly
allocating the labor and overhead between the cost of inventories on hand and cost
of goods sold. Currently, the Company allocates manufacturing overhead on the
basis of actual units produced. However, the amount of costs charged to finished
goods inventories would differ if the Company utilized a different allocation base.
Changes in allocated cost would affect the carrying cost of inventories and could
potentially affect the valuation based on lower of cost and net realizable value.

() Distinction between Operating and Finance 1eases (2018)

The Company has entered into various lease contracts as a lessee. Critical judgment
was exercised by management to distinguish each lease agreement as either an
operating or a finance lease by looking at the transfer or retention of significant risk
and rewards of ownership of the properties covered by the agreements. Failure to
make the right judgment will result in either overstatement or understatement of
assets and liabilities. Management has assessed that the Company’s lease
arrangements are operating leases.

(¢)  Recognition of Provisions and Contingencies

Judgment is exercised by management to distinguish between provisions and
contingencies. Policies on recognition of provisions and contingencies are
discussed in Note 2.11 and disclosures on relevant provisions and contingencies
are presented in Note 20.

3.2 Key Sources of Estimation Uncertainty

The following are the key assumptions concerning the future, and other key sources of
estimation uncertainty at the end of the reporting period, that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the
next reporting period:

(a)  Determination of Appropriate Discount Rate in Measuring Lease Liabilities (2020 and 2019)

The Company measures its lease liabilities at present value of the lease payments
that are not paid at the commencement date of the lease contract. The lease
payments were discounted using a reasonable rate deemed by management equal
to the Company’s incremental borrowing rate. In determining a reasonable
discount rate, management considers the term of the leases, the underlying asset
and the economic environment. Actual results, however, may vary due to changes
in estimates brought about by changes in such factors.

(b)  Estimation of Allowance for ECL

The measurement of the allowance for ECL on financial assets at amortized cost
is an area that requires the use of significant assumptions about the future
economic conditions and credit behavior (e.g., likelihood of customers defaulting
and the resulting losses). Explanation of the inputs, assumptions and estimation
used in measuring ECL is further detailed in Note 21.2(b).
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Determination of Net Realizable Value of Inventories

In determining the net realizable value of inventories, management takes into
account the most reliable evidence available at the dates the estimates are made.
Even though the Company’s core business is not continuously subject to rapid
technological changes which may cause inventory obsolescence, future realization
of the carrying amounts of inventories as presented in Note 7 is still affected by
price changes. Such aspect is considered a key source of estimation uncertainty
and may cause significant adjustments to the Company’s inventories within the
next financial reporting period.

There was no inventory write-down to recognize the inventories at their net
realizable value in 2020, 2019 and 2018 based on management’s assessment.

Estimation of Useful Lives of Property, Plant and Equipment, Right-of-use Assets and
Intangible Assets

The Company estimates the useful lives of property, plant and equipment,
right-of-use assets and intangible assets based on the period over which the assets
are expected to be available for use. The estimated useful lives of property, plant
and equipment, right-of-use assets and intangible assets are reviewed periodically
and are updated if expectations differ from previous estimates due to physical wear
and tear, technical or commercial obsolescence and legal or other limits on the use
of the assets.

The carrying amounts of property, plant and equipment, right-of-use assets and
intangible assets (Trademarks under Other Non-current Assets account) are
presented in Notes 9, 12 and 10, respectively. Based on management’s assessment
as at December 31, 2020 and 2019, there is no change in estimated useful lives of
property, plant and equipment, right-of-use assets and intangible assets during those
years. Actual results, however, may vary due to changes in estimates brought about
by changes in the factors mentioned above.

Measurement of Fair Value of Land

The Company’s land is carried at revalued amount at the end of the reporting
period. In determining its fair value, the Company engages the services of
professional and independent appraisers applying the relevant valuation
methodology (see Note 23.3).

When the appraisal is conducted prior to the end of the current reporting period,
management determines whether there are significant circumstances during the
intervening period that may require adjustments or changes in the disclosure of fair
value of those properties.

A significant change in these elements may affect prices and the value of the assets.
The amount of revaluation increment recognized is disclosed in Note 9.
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() Determination of Realizable Amount of Deferred Tax Assets

The Company reviews its deferred tax assets at the end of each reporting period
and reduces the carrying amount to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred tax asset
to be utilized. Management assessed that the deferred tax assets recognized as at
December 31, 2020 and 2019 will be fully utilized in the coming years. The carrying
values of deferred tax assets netted against deferred tax liabilities as of those
reporting periods are disclosed in Note 10.

(¢)  Impairment of Non-financial Assets

The Company’s policy on estimating the impairment of property, plant and
equipment, right-of-use assets, intangible assets and other non-financial assets is
discussed in Note 2.15. Though management believes that the assumptions used in
the estimation of fair values are appropriate and reasonable, significant changes in
these assumptions may materially affect the assessment of recoverable values and
any resulting impairment loss could have a material adverse effect on the results of
operations.

There was no impairment loss recognized on non-financial assets in 2020, 2019 and
2018, except for the impairment loss recognized on the Company’s applied tax
credit certificate (TCC) in 2019 and 2018 (see Note 8).

(h)  Valuation of Post-employment Defined Benefit Obligation

The determination of the Company’s obligation and cost of post-employment
defined benefit is dependent on the selection of certain assumptions used by
actuaries in calculating such amounts. Those assumptions include, among others,
discount rates and salary rate increase. A significant change in any of these actuarial
assumptions may generally affect the recognized expense and the carrying amount
of the post-employment defined benefit obligation in the next reporting period.

The amounts of post-employment benefit obligation and expense and an analysis of
the movements in the estimated present value of post-employment benefit, as well
as the significant assumptions used in estimating such obligation are presented in
Note 15.2.

SEGMENT REPORTING
4.1 Business Segments

The Company is organized into business units based on its products for purposes of
management assessment of each unit. For management purposes, the Company is
organized into three major business segments, namely: compounds, pipes and roofing.
These are also the basis of the Company in reporting to its chief operating
decision-maker for its strategic decision-making activities.

The products under the compounds segment are the following:
e Polyvinyl Chloride (PVC) compounds for wires and cable; and,
e DPVC for bottles, integrated circuit tubes packaging and films.
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The products under the pipes segment are the following:

e PVC pipes and fittings;

e Polypropylene Random Copolymer Type 3 pipes and fittings; and,
e High-density Polyethylene pipes and fittings.

The product under the roofing segment is only the unplasticized PVC roofing material,
which started sales to the public in 2018.

The Company’s products are located in Guiguinto, Bulacan, Davao branch, Cebu
branch and Valenzuela branch.

4.2 Segment Assets and Liabilities

Segment assets are allocated based on their use or direct association with a specific
segment and they include all operating assets used by a segment and consist principally
of property, plant and equipment, trade and other receivables and inventories, net of
allowances and provisions. Segment assets do not include deferred taxes. Segment
liabilities, however, were not presented as this measure is not regularly being provided to
the chief operating decision-maker (see Note 4.5).

4.3 Intersegment Transactions

Segment revenues, expenses and performance do not include sales and purchases
between business segments.

4.4 Analysis of Segment Information

Segment information can be analysed as follows:

Compounds Pipes Roofing Total
For the year ended December 31, 2020
Statement of Profit or Loss
Revenues P 570,578,751 P 534,699,877 P 12,409,924 P1,117,688,552
Costs and Other Operating Expenses
Cost of goods sold (excluding depreciation
and amortization) 440,574,323 302,307,329 5,894,956 748,776,608
Depteciation and amortization 6,874,138 26,182,407 5,197,752 38,254,297
Other operating expenses (excluding depreciation
and amortization) 34,827,684 77,625,564 4,309,274 116,762,522
482,276,145 406,115,300 15,401,982 903,793,427
Other Charges (Income) — net 3,469,541 ( 2,891,243) ( 401,600) 176,692
Segment Operating Profit (Loss) P 84,833,065 P 131,475,820 (P__ 2,590,452) P 213,718,433

December 31, 2020

Statement of Financial Position

Segment assets P 309,792,057 P 882,236,991 P_ 145,697,994 P1,337,727,042



For the year ended December 31, 2019
Statement of Profit or Loss
Revenues
Costs and Other Operating Expenses
Cost of goods sold (excluding depreciation
and amortization)
Depreciation and amortization
Other operating expenses (excluding depreciation
and amortization)
Other Charges — net
Segment Operating Profit

December 31, 2019

Statement of Financial Position
Segment assets
For the year ended December 31, 2018
Statement of Profit or Loss
Revenues
Costs and Other Operating Expenses
Cost of goods sold (excluding depreciation
and amortization)
Depreciation and amortization
Other operating expenses (excluding depreciation
and amortization)

Other Charges (Income) — net

Segment Operating Profit

December 31, 2018

Statement of Financial Position

Segment assets
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Compounds Pipes Roofing Total
P 826,053,317 P 590,651,808 P__ 16,697,558 P1,433,402,683
671,899,790 340,275,996 3,325,075 1,015,500,861
6,315,260 25,981,093 4,388,672 36,685,025
47,368,829 88,812,556 4,483,813 140,665,198
725,583,879 455,069,645 12,197,560 1,192,851,084
12,119,383 1,050,444 842,381 14,012,208
P 88,350,055 P 134,531,719 P 3,657,617 P_226,539,391
P 398,724,817 P 885,091,318 P_ 143,890,083 P1,427,706,218
P 682,227,418 P 495,786,523 P 9,172,327 P1,187,186,268
529,853,661 299,482,501 4,765,735 834,101,897
6,511,907 12,520,829 2,386,870 21,419,606
40,787,494 83,529,075 4,513,764 128,830,333
577,153,062 395,532,405 11,666,369 984,351,836
(__2,848,304) 194,704 ( 115,567) ( 2,769,167)
P 107,922,660 P.100,059,414 (P 2,378475) P_205,603,599
P 453,800,426 P 670,648,854 P 54,393,843 P1,178,843,123

Currently, the Company’s operation is concentrated within the Philippines for local sales
and export sales, which are further broken down as follows:

Domestic

Foreign:
Taiwan
Others

Total

The total revenues include revenues from one major customer totalling 30.80% in 2020,
31.45% in 2019 and 22.42% in 2018.

2020

2019

2018

P 750,722,480

344,243,727
22,722,345

P 932,327,487

452,308,026
48.767.170

P 878,617,559

266,167,161
42,401,548

P 1,117,688,552 P 1,433,402,683

P1,187,186,268
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4.5 Reconciliations

Presented below is a reconciliation of the Company’s segment information to the key
financial information presented in its financial statements.

2020 2019 2018
Profit or Loss
Segment results P 213,718,433 P 226,539,391 P 205,603,599
Other unallocated income (charges) - net ( 398,988) ( 695,530) 724,286
Other unallocated expenses ( 40,027,400) ( 33,495,845) ( 38,116,938)

Profit before tax as reported in profit or loss P__173,292,045 P 192,348,016 P 168,210,947

Assets
Segment assets P 1,337,727,042 P 1,427,706,218 P 1,178,843,123
Other unallocated assets 298,977,230 140,841,504 135,540,539
Total assets reported in the

statements of financial position P 1,636,704,272 P 1,568,547,722 P1,314,383,662
Liabilities
Unallocated liabilities (see Note 4.2) P_ 358,043,348 P 389,490,965 P _ 240,005,675

Total liabilities reported in the
statements of financial position P 358,043,348 P 389,490,965 P_ 240,005,675

4.6 Disaggregation of Revenues

When the Company prepares its investor presentations and when the Company’s
Executive Committee evaluates the financial performance of the operating segments, it
disaggregates revenue similar to its segment reporting as presented in Notes 4.1 and 4.4.
The Company determines that the categories used in the investor presentations and
financial reports used by the Company’s Executive Committee can be used to meet the
objective of the disaggregation disclosure requirement of PFRS 15, which is to
disaggregate revenue from contracts with customers into categories that depict how the
nature, amount, timing and uncertainty of revenue and cash flows are affected by
economic factors. While all of the Company’s revenues from sale of goods are
recognized at point in time, a summary of additional disaggregation from the segment
revenues are shown below.

2020 2019 2018
Sales channel:
Manufacturers and traders P 654,360,302 P 892,914,308 P 682,227,418
Contractors and developers 395,969,372 454,993,825 270,740,904
Wholesalers and retailers 67,358,878 85,494,550 234,217,946

P1,117,688,552 P1,433,402,683 P1,187,186,268
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CASH AND CASH EQUIVALENTS

Cash and cash equivalents include the following components as of December 31:

2020 2019
Cash on hand and in banks P 117,666,268 P 43,580,179
Short-term placements 70,530,390 12,876,200

P 188,196,658 P 56,456,379

Cash in banks generally earn interest at rates based on daily bank deposit rates.
Short-term placements have maturity of 30 to 90 days and earn effective interest
rates ranging from 0.39% to 0.59% in 2020, 1.00% to 1.75% in 2019 and 1.00% to
1.79% in 2018.

Interest income amounting to P0.4 million, P0.6 million and P0.5 million in 2020, 2019

and 2018, respectively, are presented as Finance income under Other Income (Charges)
in the statements of profit or loss.

TRADE AND OTHER RECEIVABLES

This account is composed of the following:

Note 2020 2019
Trade receivables 17.1 P 263,758,274 P 254,494,850
Advances to:
Suppliers 25,687,018 11,999,982
Officers and employees 1,161,283 1,734,835
Other receivables 17.3 376,602 137,380
290,983,177 268,367,047
Allowance for impairment ( 14,976,073) ( 12,800,767)

P 276,007,104 P 255,566,280

Trade receivables are due from various customers and have credit terms of 30 to 90 days.
Of the total outstanding trade receivables, P50.6 million and P41.0 million as of
December 31, 2020 and 2019, respectively, are guaranteed by customers’ post-dated
checks in the custody of the Company.

Advances to suppliers pertain to down payments made by the Company for the purchase
of goods, included under Trade and Other Receivables, and/or machineries, included as
Others under Other Non-current Assets (see Note 10). The advance payments will be
set-off as partial payments on the amounts due to the suppliers once full delivery of
goods or assets is made and the subsequent billings have been made by the suppliers.

Advances to officers and employees are personal cash advances that are settled through
salary deduction.
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A reconciliation of the allowance for impairment at the beginning and end of 2020 and
2019 is shown below.

Note 2020 2019
Balance at beginning of year P 12,800,767 P 14,996,514
Impairment losses 14 2,175,306 -
Write-off - ( 2,195,747)
Balance at end of year P 14,976,073 P 12,800,767

All of the Company’s trade and other receivables have been reviewed for impairment.
Certain trade receivables were found to be impaired using the provisional matrix as
determined by management; hence, adequate amounts of allowance for impairment have
been recognized [see Note 21.2(b)]. Impairment losses recognized in 2020 is presented
under Other Operating Expenses in the 2020 statement of profit or loss. In 2019, certain
portion of receivables fully provided with allowance amounting to P2.2 million were

deemed uncollectible; hence, were written off by the Company. There was no similar
write-off in 2020.

INVENTORIES

Inventories are all stated at cost which is lower than their net realizable value. The details
of inventories are shown below.

2020 2019
Finished goods P 269,619,491 P 270,227,337
Raw materials 187,587,769 211,011,861
Supplies 7,774,671 10,575,935
Packaging materials 3,808,857 3,564,178
Work-in-process 443,208 611,164

P 469,233,996 P 495,990,475

An analysis of the cost of inventories included in cost of goods sold is presented in
Note 13.

PREPAYMENTS AND OTHER CURRENT ASSETS

The composition of this account is shown below.

2020 2019
Input VAT P 104,555,122 P 104,166,413
Prepaid expenses 2,027,642 14,345,598

P 106,582,764 P 118,512,011

Prepaid expenses include, among others, prepaid taxes, prepayments for insurance and
freight related to the distribution of the Company’s goods.
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In prior years, the Company applied for TCC which pertains to input VAT from the
Company’s importations of raw materials under the Bureau of Customs and Bureau of
Internal Revenue (BIR) for the granting of TCC.

As of December 31, 2018, the Company has outstanding application for TCC amounting to
P15.9 million, of which P8.9 million was filed in 2018 while the remainder of P7.0 million
was filed prior to 2018. However, an allowance for impairment loss amounting to

P7.0 million was already recognized prior to 2018 as a result of the uncustomary delay on
the issuance of the TCC whereby management assessed such impairment loss without
prejudice on the final expected outcome of the Company’s rightful claim. An additional
allowance for impairment loss amounting to P3.4 million was recognized in 2018, presented
as Impairment loss on applied tax credit certificate under Other Income (Charges), when
the Company received the related BIR’s letter of denial subsequent to December 31, 2018
but prior to the issuance date of the Company’s 2018 financial statements.

In 2019, the Company wrote-off the P7.0 million allowance for impairment loss recognized
in prior years since management assessed that it will no longer be recoverable due to the
lapse of the 120-day period for the BIR to assess the merits of the application; hence,
resulting in a deemed denial of the Company’s application for TCC. Further, in 2019, the
Company received the BIR’s letter of denial for the remaining P5.5 million. Management
assessed that the total P8.9 million is no longer recoverable due to the explicit denial of the
BIR. Thus, the Company wrote-off the allowance for impairment of P3.4 million and
derecognized the outstanding amount under application for TCC of P5.5 million in 2019.
The amount of input VAT under application for TCC and directly written-off in 2019 is
presented as Impairment loss on applied tax credit certificate under Other Income
(Charges) in the 2019 statement of profit or loss.

PROPERTY, PLANT AND EQUIPMENT

The gross carrying amounts and accumulated depreciation and amortization of property,
plant and equipment at the beginning and end of 2020 and 2019 are shown below.

At Revalued
Amount At Cost
Machineries, Furniture,
Building Factory, and Fixtures
Land and Transportation Other and Offic: Construction
Land Improvements Improvements _Equipment Equipment Equi 1t in Progre: Total

December 31, 2020
Cost or valuation P326,566,000 P 4,699,884 P 142,584,174 P 49,888,150 P 464,417,579 P 60,064,271 P 3,533,631 P1,051,753,689
Accumulated
depreciation
and amortization - ( 1,882,737) ( 81,387,046) (___32,867,948) (__339,787,346) ( 29,797,219) - (__485,722,296)

Net carrying amount 326,566,000 P 2,817,147 P_ 61,197,128 P 17,020,202 P 124,630,233 P_ 30,267,052 P__ 3,533,631 P_566,031,393

December 31, 2019
Cost or valuation P326,566,000 P 4,699,884 P 141,337,342 P 53,272,614 P 457,061,549 P 54419,652 P 1,466,102 P1,038,823,143
Accumulated
depreciation
and amortization - ( 1,546,589) ( 72,793,582) (___32,147,531) (__319,840,947) ( 25,859,216) - (__452,187,865)

Net carrying amount  P326,566,000 P 3153295 P_ (8543760 P_21,125083 P 137220602 P 28560436 P__ 1466102 P_586,635278

January 1, 2019
Cost or valuation P158,544,000 P 3,179,251 P 136,576,504 P 44,996,695 P 446,421,372 P 38243591 P 5329244 P 833,290,657
Accumulated
depreciation
and amortization - ( 1,269,576 ) ( 63,526,319) (___30,894,428) (_299,138,068) ( 23,063,839) - (__417,892,230)

Net carrying amount  P158,544,000 P 1909,675 P_ 73,050,185 P_ 14102267  P147,283304 P 15179752 P__ 5329244 P_415398427
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A reconciliation of the carrying amounts of property, plant and equipment at the
beginning and end of 2020 and 2019 is shown below.

At Revalued
A At Cost
Machineries, Furniture,
Building Factory, and Fixtures
Land and Transportation Other and Office Construction
Land Improvements Improvements _ Equipment Equipment Equipment in Progress Total

Balance at January 1,
2020, net of
accumulated
depreciation
and amortization  P326,566,000 P 3153295 P (8543760 P 21125083 P 137,220,602 P 28560436 P 1466102 P 586,635,278

Additions - B 506,627 519,643 7,236,030 3,236,753 5,335,600 16,834,653

Reclassification - - 740,205

Disposals — net -

Depreciation
and amortization
charges for the year - ( 336,148) ( 8,593,464)

120,000 2,407,866 ( 3,268,071)

( 1,058,501) ( 1,058501)

3,566,023) (__19.946399) (___3938003) - (__36,380,037)

Balance at
December 31, 2020,
net of accumulated
depreciation
and amortization ~ P326,566,000 P 2,817,147 P_ 61,197,128 P_ 17,020,202 P 124,630,233  P_30267,052 P__ 3,533,631 P 566,031,393

Balance at January 1,
2019, net of
accumulated
depreciation
and amortization P 158,544,000 P 1,909,675 P 73,050,185 P 14,102,267 P 147,283,304 P 15179,752 P 5329244 P 415,398,427

Additions 78,280,000 200,000 10,701,920 18,561,676 15,729,123 3,078,729 126,551,448
Revaluation 89,742,000 - - - - - - 89,742,000
Reclassification - 1,520,633 4,560,838 - 405,717 454683 ( 6941871) -

Disposals — net - - ( 422,023) ( 8327216) - - ( 8749.239)

Depreciation
and amortization
charges for the year - ( 277,013) ( 9,267,263)

3257081) (__20702,879) (___ 2,803122) - (__36,307,358)

Balance at
December 31, 2019,
net of accumulated
depreciation
and amortization P 326566000 P 3153295 P_ 68543760 P _ 21125083 P 137,220,602 P _ 28560436 P 1466102 P 586,635,278

Land is stated at revalued amount, being the fair value at the date of revaluation in 2019.
The revaluation surplus, net of applicable deferred tax expense, is presented as part of the
Revaluation Reserves account in the statements of financial position (see Note 18.5).

Had the land been carried using the cost model, the carrying amount would have been
P142.2 million as of December 31, 2020 and 2019. The fair value of land is determined
periodically on the basis of the appraisals performed by an independent appraiser with
appropriate qualifications and recent experience in the valuation of similar properties in
the relevant locations. The valuation process was conducted by an independent appraiser
in discussion with the Company’s management with respect to the determination of the
inputs such as the size, age, and condition of the land, and the comparable prices in the
corresponding property location. Other information on the basis of fair value
measurement and disclosures related to land is presented in Note 23.3.

Construction in progress pertains to accumulated costs incurred in the construction of
warehouse for Roofing Division and production buildings and extension of warehouse
shed for finished goods and raw materials warehouses for Pipes Division. In 2020 and
2019, additional construction costs were incurred in the construction of quality assurance
office for Roofing Division and re-roofing of raw materials warechouse for Pipes Division
and roof office extension of the corporate office.

The percentage of completion of construction in progress ranges from 70% to 80% and
6% to 10% as of December 31, 2020 and 2019, respectively. The remaining ongoing
projects are expected to be completed by the first quarter of 2021. Other than the
remaining capital expenditures, there are no other capital commitments relating to the
ongoing projects.
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The amount of depreciation and amortization (see Notes 13 and 14) is allocated and
presented in the statements of profit or loss under the following line items:

2020 2019 2018
Cost of goods sold P23,373,679 P24,505,279 P 20,554,453
Other operating expenses 13,006,358 11,802,079 _ 10,863,775

P36,380,037 P36,307,358 P 31,418,228

In 2020, 2019 and 2018, the Company recognized a gain on disposal of transportation
equipment totalling to P0.5 million, P1.0 million and P0.8 million, respectively, which was
presented as part of Other income under Other Income (Charges) in the statements of
profit or loss.

In 2018, the Company purchased certain machinery and equipment through the advances
obtained from a related party. Relative to this, in 2019, the same assets were disposed of
and sold directly to a related party and the outstanding amount of P8.3 million was
applied against the Company’s receivable from the sale of such asset (see Note 17.3). No
gain or loss was recognized as a result of the transaction.

Transportation equipment with a total carrying value of P11.2 million and P15.0 million
as of December 31, 2020 and 2019, respectively, are used as collateral for car loans
(see Note 11.2).

As of December 31, 2020 and 2019, the gross carrying amounts of the Company’s fully
depreciated and amortized property, plant and equipment that are still being used are
P112.9 million and P112.4 million, respectively. The Company has no idle properties in
any of the years presented.

OTHER NON-CURRENT ASSETS

The composition of this account is shown below.

Notes 2020 2019
Deferred input VAT P 4,970,453 P 7,526,776
Security deposits 12,174 3,695,651 3,802,651
Trademarks - net 294,626 330,428
Others 6 671,603 291,089

P 9,632,333 P 11,950,944

Deferred input VAT pertains to the unamortized input VAT from acquisition of capital
assets required by the BIR to be amortized and reported for VAT reporting purposes
over the useful lives of the assets or 60 months, whichever is shorter.

Security deposits are payments made to utility companies and lessors of office spaces and
warehouses upon execution of the service and lease contracts. These payments will be
refunded in cash at the termination of the contract. As the utility services, for which the
account significantly represents, are expected to be renewed indefinitely, the present value
of these financial assets cannot be determined and thus, are carried at cost. As such, the
carrying amount of the security deposits is a reasonable approximation of its fair value
(see Note 22.1).
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Trademarks pertain to the capitalized costs of application and registration with the
Intellectual Property Office and Bureau of Product Standards of the Company’s logo and
brand emblems used as identifying markers of the Company’s products. The carrying
values of trademarks were presented net of accumulated amortization amounting to

P0.3 million as of December 31, 2020 and 2019. As of December 31, 2020 and 2019,
the amortization expense relating to trademarks amounted to P0.07 million and

P0.06 million, respectively, and is presented as part of Depreciation and amortization
under the Other Operating Expenses in the statements of profit or loss (see Note 14).

LOANS AND PAYABLES
11.1 Trade and Other Payables

The composition of this account is shown below.

Notes 2020 2019
Trade payables 17.2 P 211,838,221 P 217,254,931
Advances from customers 27,461,918 22,314,812
Accrued expenses 11.2 6,584,717 6,497,133
Others 16,457,277 35,178,212

P 262,342,133 P 281,245,088

Advances from customers pertain to advance payments received from customers to
guarantee goods placed for order to the Company. Upon delivery of goods ordered by
the customer, the Company sets off these advances to the total amount of receivable
from the customer.

Accrued expenses are liabilities arising from unpaid salaries, interest, utilities and other
operating expenses.

Others include withholding taxes, government insurance and retention commissions
payable withheld by the Company from its commission agents as security bond for any
unliquidated cash advances. Others also include the unpaid portion of the land acquired
in 2019 amounting to P21.6 million, which was fully settled in 2020.

11.2 Loans and Mortgage Payables

The composition of this account is shown below.

Note 2020 2019
Mortgage payables:
Current 9 P 2,480,902 P 3,160,034
Non-current 9 4,561,326 6,949,617

P 7,042,228 P 10,109,651

In 2020 and 2019, the Company entered into short-term loan agreements with a local
bank for working capital purposes. The short-term loans bear fixed annual interest of
5.75% in 2020 and ranges from 6.75% to 7.0%, in 2019. All short-term loans, including
those obtained in 2020 and 2019, have been settled in 2020 and 2019, respectively.
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In 2019 and prior years, the Company entered into car loan agreements with a local bank
for the acquisition of certain transportation equipment and motor vehicles, which are
then mortgaged to the banks (see Note 9). The car loans bear fixed annual effective
interest which ranges from 2.6% to 10.96% and have terms of five years, payable
monthly. The related outstanding balances are presented as Mortgage payables under
Loans and Mortgage Payables for the current portion and Mortgage Payables for the
non-current portion in the statements of financial position.

Interest expense related to the short-term loans and mortgage payables amounted to

P1.3 million, P2.4 million and P0.7 million in 2020, 2019 and 2018, respectively, and is
shown as part of Finance costs under Other Income (Charges) in the statements of profit
ot loss. There were no borrowing costs capitalized in 2020, 2019 and 2018. Accrued
interest amounting to P0.03 million as of December 31, 2020 and 2019 is presented as
part of Accrued expenses under Trade and Other Payables in the statements of financial
position (see Note 11.1).

A reconciliation of the Company’s short-term loans and mortgage payables as required by
PAS 7, Statement of Cash Flows, is as follows:

Short-term Mortgage

Loans Payables Total

Balance as of January 1, 2020 P - P 10,109,651 P 10,109,651
Cash flows from financing activities

Additional borrowings 35,000,000 - 35,000,000

Payments made ( 35,000,000) ( 3,075,046) ( 38,075,0406)

Interest paid ( 788,229) ( 533,163) ( 1,321,392)
Non-cash financing activity

Interest expense 788,229 540,786 1,329.015
Balance as of December 31, 2020 P - P 7,042,228 P 7,042,228
Balance as of January 1, 2019 P 28,000,000 P 5,515,025 P 33,515,025
Cash flows from financing activities

Additional borrowings 50,000,000 7,408,541 57,408,541

Payments made ( 78,000,000) (  2,840,792) ( 80,840,792)

Interest paid ( 1,395,625) ( 992,572) ( 2,388,197)
Non-cash financing activity

Interest expense 1,395,625 1,019,449 2,415,074
Balance as of December 31, 2019 P - P 10,109,651 P 10,109,651
Balance as of January 1, 2018 P - P 4233145 P 4,233,145
Cash flows from financing activities

Additional borrowings 33,000,000 3,190,000 36,190,000

Payments made ( 5,000,000) ( 1,908,120) ( 6,908,120)

Interest paid ( 332,389) ( 407,230) ( 739,619)
Non-cash financing activity

Interest expense 332,389 407,230 739,619

Balance as of December 31, 2018 P 28,000,000 P_ 5,515,025 P_33,515,025
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LEASES

The Company is a lessee under non-cancellable operating leases covering its warehouses
and office spaces. The lease for warehouses has a term of three to 10 years, including the
new leases entered into in 2019, and includes annual escalation rate of 5.00% to 10.00%,
while the leases for office space have terms of three to five years with annual escalation
rates ranging from 5.00% to 10.00%. All leases have renewal options. Generally,
termination of lease contracts shall be communicated to the lessee by the lessor 30 to

60 days prior to the termination or expiration of the lease contract. With the exception
of short-term leases, each lease is reflected in the statement of financial position as a
right-of-use asset and a lease liability. The Company classifies its right-of-use assets and
lease liabilities as a separate line item in the statements of financial position.

Each lease generally imposes a restriction that, unless there is a contractual right for the
Company to sublease the asset to another party, the right-of-use asset can only be used by
the Company. The Company must keep those properties in a good state of repair and
return the properties in their same and good condition less ordinary wear and tear at the
end of the lease. Further, the Company must insure items of property and equipment
and incur maintenance fees on such items in accordance with the lease contracts.

Refundable security deposits represent the lease deposits made for the lease of the
Company’s office and warehouse. Related security deposits for these leases amounted to
P1.4 million and P1.5 million as at December 31, 2020 and 2019, respectively, and are
presented as part of Other Non-current Assets in the statements of financial position
(see Note 10).

12.1  Right-of-use Assets

The carrying amounts of the Company’s right-of-use assets as at December 31, 2020 and
2019 and the movements during the reporting periods are shown below.

Warehouses Office Total
Balance as of January 1, 2020 P 39457,052 P 3,979,303 P43,436,355
Lease modification (- 15,095,293) - ( 15,095,293)
Depreciation ( 4577,744) ( 1,239,276) ( 5,817,020)
Pre-termination of leases (1,198,197) (___ 305,821) (__ 1,504,018)

Balance as of December 31, 2020 P 18,585,818 P 2,434,206 P21,020,024

Balance as of January 1, 2019 P 1,906,222 P 5378771 P 7,284,993
Additions 40,132,046 - 40,132,046
Depreciation (_2581216) (__1,399.468) (__3,980,684)

Balance as of December 31,2019 P 39,457,052 P 3,979,303 P43,436,355

In January 2020, two lease contracts were pre-terminated resulting in derecognition
of right-of-use assets and lease liabilities with carrying values of P1.5 million and
P1.7 million, respectively, and recognition of a gain on pre-termination of leases
amounting to P0.2 million. The related gain is presented as part of Other income
under Other Income (Charges) in the 2020 statement of profit or loss.
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Further, in December 2020, a lease contract was modified reducing the leased space from
two warehouses to only one warehouse. This resulted in derecognition of right-of-use
asset and lease liability with carrying values of P15.1 million and P16.0 million,
respectively, and recognition of a gain on lease modification amounting to P0.9 million.
The related gain is presented as part of Other income under Other Income (Charges) in
the 2020 statement of profit or loss.

The depreciation expense relating to right-of-use assets is presented as part of
Depreciation and amortization under the Other Operating Expenses in the 2020 and
2019 statements of profit or loss (see Note 14).

12.2 Lease Liabilities

Total outstanding balance of lease liabilities as of December 31, 2020 and 2019 are as
follows:

2020 2019
Current P 3,466,766 P 4,621,594
Non-current 19,237,768 39,565,489

P 22,704,534 P 44,187,083

The movements in the lease liabilities recognized in the statements of financial position
as of December 31 are as follows:

2020 2019

Balance at beginning of year P 44,187,083 P 7,284,993
Lease modification ( 16,016,042 ) -
Repayments of lease liabilities ( 6,708,341 ) ( 4,043,003)
Interest accretion 2,895,546 1,137,047
Pre-termination of leases ( 1,653,712 ) -
Additional lease liabilities - 39,808,046
Balance at end of year P 22,704,534 P 44,187,083

The use of termination option to certain lease contracts gives the Company added flexibility
in the event it has identified more suitable premises in terms of cost and/or location. The
future cash outflows to which the Company is potentially exposed to that are not reflected
in the measurement of lease liabilities represent the amount of remaining utility bills until
clearance from the contract, other damages to the premises, and the security deposits and
advance rentals to be forfeited (if any). An option is only exercised when consistent with
the Company’s business strategy and the economic benefits of exercising such option
exceeds the expected overall cost. In 2020, the Company exercised its termination option
for two lease contracts. No penalties were incurred or obligations assumed arising from the
lease termination. There was no similar case in 2019 and 2018.

As of December 31, 2020 and 2019, the Company has no commitments for leases
entered into which had not commenced.
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The undiscounted maturity analysis of lease liabilities as of December 31, 2020 and 2019

is as follows:

Within 1t02 2to3 3t04 4t05 More than

1year years years years years 5 years Total
2020:
Lease payments P 5004435 P 4,860,780 P 4535537 P 2344378 P 2461597 P 10364555 P 29,571,291
Finance charges ( 1,537,669) ( 1,289.777) ( 1,040,033) ( 863,430) ( 744,387)  ( 1,391.461)  ( 6,866,757)
Net present values P 3,446,766 P 3,571,012 P 3,495,504 P 1,480,948 P 1,717,210 P 8,973,094 P 22,704,534
2019:
Lease payments P 7692975 P 8,047,702 P 7,060,692 P 6,845435 P 4769772 P 26095539 P 60,512,116
Finance charges ( 3,071,381) ( 2,733,492) ( 2,378,878) 2,039,079) ( 1,756,697)  ( 4,345,505) (. 16,325,033)
Net present values P 4,621,594 P 5314210 P 4,681,814 P 4,806,356 P 3,013,075 P 21,750,034 P 44,187,083

12.3  Lease Payments Not Recognized as Liabilities

The Company has elected not to recognize lease liability for short-term leases.

made under such leases are expensed on a straight-line basis.

Payments

The expenses relating to short-term leases amounted to P1.5 million and P1.4 million in
2020 and 2019, respectively, and is presented as Rentals under Other Operating Expenses
in the statements of comprehensive income (see Note 14).

As at December 31, 2020 and 2019, the Company is committed to short-term leases, and
the total commitment at that date is both P0.5 million.

12.4 Additional Profit or Loss and Cash Flow Information

The total cash outflow in respect of leases amounted to P6.7 million and P4.0 million in
2020 and 2019, respectively. Interest expense in relation to lease liabilities amounted to
P2.9 million and P1.1 million in 2020 and 2019, respectively, and is presented as part of
Finance costs under Other Income (Charges) in the 2020 and 2019 statements of profit

ot loss.

COST OF GOODS SOLD

The details of cost of goods sold are shown below.

Finished goods at
beginning of year

Cost of goods manufactured:
Raw materials at
beginning of year
Net purchases during
the year
Direct labor
Manufacturing overhead
Raw materials at
end of year
Work-in-process at
beginning of the year
Work-in-process at
end of year

Finished goods at end of year

Notes 2020 2019 2018
7 P 270,227,337 P_ 239002569 P_203913,087

7 211,011,861 206,687,341 155,822,092
664,396,952 960,049,260 841,295,869

15.1 17,072,797 26,942,084 24,255,785
9,15.1 66,480,645 88,933,728 72,512,196
7 187,587,769) (  211,011,861) (  206,687,341)

7 611,164 241,522 2,788,754

7 443,208) ( 611,164) ( 241,522)
771,542,442 _1,071,230910 889,745,833

7 269,619,491) (_ 270,227.337) (__239,002.569)
14 P 772,150,288 P1,040,006,142 P _ 854,656,351
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OPERATING EXPENSES BY NATURE

The details of operating expenses by nature are shown below.

Notes 2020 2019 2018

Materials used in production P 687,821,044 P 955,724,740 P 790,430,620
Salaries and employee benefits 15.1 85,282,828 106,898,685 96,166,696
Depreciation and amortization 9,10, 12 42,261,701 40,349,239 31,476,494
Utilities 25,446,649 37,142,489 35,774,006
Outside services 24,476,366 206,481,227 25,479,642
Supplies 9,968,715 10,224,687 8,058,524
Taxes and licenses 9,953,332 10,219,227 9,180,832
Delivery 9,903,219 11,484,633 9,073,249
Transportation and travel 8,221,023 11,782,951 10,577,430
Repairs and maintenance 6,933,138 7,921,513 8,183,478
Professional fees 17.6 6,874,796 4,871,714 3,188,473
Advertising and promotions 4,369,438 8,823,415 12,594,166
Impairment loss on trade receivables 6 2,175,306 - -
Insurance 1,920,994 2,043,963 1,740,891
Representation 1,561,833 3,204,935 2,105,646
Rentals 12.3,17.4,

20.1 1,450,024 1,394,689 3,908,394
Changes in finished goods 607,846 ( 31,224,768 )(  35,089,482)
Changes in work-in-process 167,956 ( 369,042 ) 2,547,232
Miscellaneous 14,424,619 19,373,231 6,317,473

P 943,820,827 P1,226,346,928 P1,021,713,764

These expenses are classified in the statements of profit or loss as follows:

Note 2020 2019 2018
Cost of goods sold 13 P 772,150,288 P1,040,006,142 P 854,656,351
Other operating expenses 171,670,539 186,340,786 167,057,413

P_ 943,820,827 P1,226,346,928 P1,021,713,764

EMPLOYEE BENEFITS

15.1 Salaries and Employee Benefits

Details of salaries and employee benefits are presented below.

Notes 2020 2019 2018
Short-term employee benefits P 80,827,929 P 103,639,325 P 93,195,654
Post-employment defined benefits ~ 15.2(b) 4,454,899 3,259,360 2,971,042
14 P 85,282,828 P 106,898,685 P 96,166,696

Salaries and employee benefits are allocated in the statements of profit or loss as follows:

Notes 2020 2019 2018
Cost of goods sold 13 P 19,038,759 P 29,271,075 P 25,995,743
Other operating expenses 66,244,069 77,627,610 70,170,953

14 P 85,282,828 P 106,898,685 P__ 96,166,696
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15.2 Post-employment Defined Benefit Plan
(a)  Characteristics of Post-employment Defined Benefit Plan

The Company maintains a tax-qualified, partially funded and non-contributory
post-employment defined benefit plan covering all regular full-time employees.
The Company conforms with the minimum regulatory benefit of Republic

Act 7641, The Retirement Pay Law, which is of a defined benefit type and provides
for a lump sum retirement benefit equal to 22.5-day pay for every year of credited
service. The normal retirement age is 60 with a minimum of five years of credited
service.

(b)  Explanation of Amounts Presented in the Financial Statements

Actuarial valuations are made annually to update the retirement benefit costs and
the amount of contributions. All amounts presented below and in the succeeding
pages are based on the actuarial valuation report obtained from an independent

actuary in 2020 and 2019.
2020 2019
Present value of the obligation P 39,189,579 P 50,586,844
Fair value of plan assets ( 39,140,723) ( 43.754.400)
P 48,856 P 6,832,444

The movements in the present value of the post-employment defined benefit
obligation recognized in the books are as follows:

2020 2019
Balance at beginning of year P 50,586,844 P 42,546,702
Current service cost 4,454,899 3,259,360
Interest cost 2,610,281 3,191,003
Benefits paid ( 9,884,780) ( 782,948)
Remeasurement — actuarial losses
(gains) arising from:
Experience adjustments ( 7,667,103) ( 2,891,031)
Changes in financial assumptions  ( 910,562) 5,263,758
Balance at end of year P 39,189,579 P 50,586,844

The movements in the fair value of plan assets are presented below.

2020 2019
Balance at beginning of year P 43,754,400 P 36,420,917
Contributions to the plan 2,590,968 3,917,630
Interest income 2,069,547 2,849.119
Benefits paid ( 9,884,780) ( 782,948)
Actuarial gain on interest
income from plan assets 610,588 1,349,682

Balance at end of year P 39,140,723 P 43,754,400




-39 -

The composition of the fair value of plan assets at the end of the reporting periods
by category and risk characteristics is shown below.

2020 2019
Cash and cash equivalents P 1,366,011 P 2,839,661
Debt securities — Philippine
government bonds 29,038,502 32225116
Unit investment trust funds (UITF) 5,843,710 5,959,349
Others 2,892,500 2,730,274

P 39,140,723 P 43,754,400

Others comprise of accrued interest and other receivables.

The fair value of debt securities are determined based on quoted market prices in
active markets (classified as Level 1 of the fair value hierarchy). While UITF is
classified as Level 2 on which the fair value was derived using the net asset value
per unit (computed by dividing the net asset value of the fund by the number of
outstanding units at the end of the reporting period), as published by banks and
the Investment Company Association of the Philippines (see Note 23.1).

Plan assets do not comprise any of the Company’s own financial instruments.

The components of amounts recognized in profit or loss and in other
comprehensive income in respect of the defined benefit post-employment plan
are as follows:

2020 2019 2018
Recognized in profit or loss:
Current service cost P 4,454899 P 3,259,360 P 2,971,042
Net interest expense 540,734 341,884 399,406

P 4,995,633 P_3,601,244 P 3,370,448

Recognized in other comprebensive income:
Actuarial losses (gains) arising from:
Experience adjustments ® 7,667,103) (P 2,891,031) P 2,328,217
Changes in financial assumptions ( 910,562) 5,263,758 (  8,062,401)
Negative (positive) return on plan assets  ( 610,588) (___ 1,349,682) 3,739,275

(P__9,188,253) P 1,023,045 (P__2,594,909)

Current service cost is included as part of Salaries and employee benefits under
Cost of Goods Sold and Other Operating Expenses in the statements of profit
or loss (see Notes 13 and 14).

The net interest expense is included as part of Finance costs under Other Income
(Charges) in the statements of profit or loss.

Amounts recognized in other comprehensive income were included within items
that will not be reclassified subsequently to profit or loss.
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In determining the amounts of the post-employment benefit obligation, the
following significant assumptions were used:

2020 2019 2018
Discount rate 3.95% 5.16% 7.50%
Salary increase rate 3.50% 5.00% 5.00%

Assumptions regarding future mortality experience are based on published statistics
and mortality tables. The average remaining working lives of an individual retiring
at the age of 60 in 2020 and 2019 is 25.7 years and 25.4 years, respectively. These
assumptions were developed by management with the assistance of an independent
actuary. Discount factors are determined close to the end of each reporting period
by reference to the interest rates of zero-coupon government bonds, with terms to
maturity approximating to the terms of the post-employment obligation. Other
assumptions are based on current actuarial benchmarks and management’s
historical experience.

Risks Associated with the Retirement Plan

The plan exposes the Company to actuarial risks such as investment risk, interest
rate risk, longevity risk and salary risk.

(1)  Investment and Interest Risks

The present value of the defined benefit obligation is calculated using a discount
rate determined by reference to market yields of government bonds. Generally, a
decrease in the interest rate of a reference government bond will increase the plan
obligation. However, this will be partially offset by an increase in the return on the
plan’s investments in debt securities and other assets and if the return on plan assets
falls below this rate, it will create a deficit in the plan.

(iz)  Longevity and Salary Risks

The present value of the defined benefit obligation is calculated by reference to the
best estimate of the mortality of the plan participants both during and after their
employment and to their future salaries. Consequently, increases in the life
expectancy and salary of the plan participants will result in an increase in the plan
obligation.

Other Information

The information on the sensitivity analysis for certain significant actuarial
assumptions, the Company’s asset-liability matching strategy, and the timing and
uncertainty of future cash flows related to the post-employment defined benefit
plan are described in the succeeding page.
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(1)  Sensitivity Analysis

The following table summarizes the effects of changes in the significant actuarial
assumptions used in the determination of the post-employment defined benefit
obligation as of December 31, 2020 and 2019:

Impact on Post-Employment Defined
Benefit Obligation

Change in Increase in Decrease in
Assumption Assumption Assumption
December 31, 2020
Discount rate +/-1.0% P 2,730,118) P 3,364,123
Salary growth rate +/-1.0% 3,344,458  ( 2,764,896)
December 31, 2019
Discount rate +/-1.0% P 2,543,126) P 3,117,262
Salary growth rate +/-1.0% 3,089,904  ( 2,568,751)

The sensitivity analysis is based on a change in an assumption while holding

all other assumptions constant. This analysis may not be representative of the
actual change in the defined benefit obligation as it is unlikely that the change in
assumptions would occur in isolation of one another as some of the assumptions
may be correlated. Furthermore, in presenting the above sensitivity analysis, the
present value of the defined benefit obligation has been calculated using the
projected unit credit method at the end of the reporting period, which is the
same as that applied in calculating the defined benefit obligation recognized in
the statements of financial position.

The methods and types of assumptions used in preparing the sensitivity analysis did
not change compared to the previous years.

(i) Asset-liability Matching Strategies

The retirement plan trustee has no specific matching strategy between the plan
assets and the plan liabilities.

A large portion of the plan assets as of December 31, 2020 and 2019 consists of
debt securities and readily available cash and cash equivalents, pending placement in
investments with balanced risks and rewards optimization. The Company also has
UITF for liquidity purposes.

There has been no change in the Company’s strategies to manage its risks from
previous periods.

(ii) Funding Arrangements and Expected Contributions

The Company has yet to decide the amount of contribution to the retirement plan
for the succeeding year.

The Company is not required to pre-fund the future defined benefits payable under
the plan assets before they become due. For this reason, the amount and timing of
contributions to the plan assets are at the Company’s discretion. However, in the
event a benefit claim arises and the plan assets are insufficient to pay the claim, the
shortfall will be due, demandable and payable from the Company to the plan assets.
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The maturity profile of undiscounted expected benefit payments from the plan
within the next ten years follow:

2020 2019
Within one year to five years P 24,028,665 P 38,236,034
More than five years to ten years 6,605,087 5,942,207

P 30,633,752 P 44,178,241

The weighted average duration of the defined benefit obligation at the end of the
reporting period is 7.8 years.

16. CURRENT AND DEFERRED TAXES

The components of tax expense as reported in profit or loss and other comprehensive
income follow:

2020 2019 2018
Reported in profit or loss:
Current tax expense:
Regular corporate income
tax (RCIT) at 30% P 52,114,118 P 55,058,304 P 49,416,906
Final tax at 20%; and 15% 68,030 104,452 79,345

52,182,148 55,162,756 49,496,251

Deferred tax expense (income)

relating to origination and
reversal of temporary differences ( 139,192) 770,607 1,111,878

P 52,042,956 P_55,933,363 P_50,608,129

Reported in other comprebensive income —
Deferred tax expense
relating to revaluation increment
on land and remeasurements of
post-employment defined benefit plan P 2,756,476 P 26,615,687 P 778,473

A reconciliation of tax on pre-tax profit computed at the applicable statutory rates to
tax expense reported in profit or loss follows:

2020 2019 2018

Tax on pre-tax profit at 30% P 51,987,614 P 57,704,405 P 50,463,284
Adjustment for income

subjected to lower tax rates ( 39,254) ( 87,601) ( 77,520)
Tax effects of:

Non-deductible expenses 94,596 421,208 222,365

Utilization of previously written off

application for TCC - (__2,104,649) -

Tax expense reported in profit or loss P 52,042,956 P 55,933,363 P_50,608,129
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The net deferred tax liabilities relate to the following as of December 31:

Statements of Financial Position

2020 2019

Deferred tax assets:

Impairment loss on trade and other receivables P 4,492,822 P 3,840,230

Post-employment defined benefit obligation 14,657 2,049,734

Unamortized past service cost 1,394,324 1,843,181

Effect of PFRS 16 602,553 322,418

Unrealized foreign currency losses - net - 195,520

6,504,356 8,251,083

Deferred tax liabilities:

Revaluation increment on land ( 55,321,725) ( 55,321,725)

Unrealized foreign currency gains - net ( 870,557) -

( 56,192,282) ( 55,321,725)

Net Deferred Tax Liabilities (P 49,687,926) (P 47,070,642)

Statements of Profit or Loss and Statements of Comprehensive Income

Profit ot Loss Other Comprehensive Income
2020 2019 2018 2020 2019 2018

Deferred tax assets:
Post-employment defined
benefit obligation (P 721,399) P 94916 P 164,154 P 2,756,476 (P 306,913) P 778,473

Impairment loss on trade

and other receivables  ( 652,592) 658,724 816,305 - - -
Unamortized past setvice
cost 448,857 251,379 145,134 - - -
Effect of PFRS 16 ( 280,135) ( 322,418) - - - -
Unrealized foreign
currency losses - net 195,520 ( 195,520 ) 269,811 - - -
Impairment loss on
applied TCC - 1,007,846 (___1,007,846) - - -
( 1,009,749) 1,494,927 387,558 2,756,476 ( 306,913) 778,473
Deferred tax liabilities:
Unrealized foreign
cutrency gains - net 870,557 ( 724,320 ) 724,320 - - -
Revaluation increment on
land - - - - 26,922,600 -
870,557 ( 724,320 ) 724,320 - 26,922,600 -
Net Deferred

Tax Expense (Income) (P 139,192) P 770,607 P__ 1,111,878 P__ 2,756,476 P__ 26,615,687 P 778,473

The Company is subject to the minimum corporate income tax (MCIT) which is
computed at 2% of gross income as defined under the tax regulations, or RCIT,
whichever is higher. No MCIT was recognized in 2020, 2019 and 2018 as the RCIT
was higher than MCIT in those years.

In 2020, 2019 and 2018, the Company claimed itemized deductions in computing for its
income tax due.
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On February 1, 2021, the Bicameral Conference Committee of the Philippine House of
Representatives and the Philippine Senate has approved the reconciled version of the
Corporate Recovery and Tax Incentives (CREATE) bil/ which, among others, seeks to lower
RCIT rates and rationalize certain fiscal incentives. As of the date of issuance of the
Company’s 2020 financial statements, the CREATE bill is yet to be enacted into a law
pending approval by the President of the Philippines. The effective date on the
reconciled version of the CREATE bill for corporate income tax rate is July 1, 2020.
When enacted, the corporate income tax rate for the Company from January 1, 2020 to
June 30, 2020 and July 1, 2020 to December 31, 2020 will be 30% and 25%, respectively.
Pending the enactment of the CREATE bill, the Company used the prevailing regular
corporate income tax rate of 30% as of December 31, 2020 in determining its current and
deferred taxes in its 2020 financial statements, which will differ from the annual income
tax return upon the effectivity of the CREATE bill.

RELATED PARTY TRANSACTIONS

The Company’s related parties include entities under common ownership, stockholders
and key management personnel as described below.

The summary of the Company’s transactions with its related parties for the years ended
December 31, 2020, 2019 and 2018 and the outstanding balances as of December 31,
2020 and 2019 are as follows:

Amounts of Transactions

Note 2020 2019 2018
Related Parties Under
Common Ownership:
Sale of goods 17.1 P 25,138,418 P 32,344,043 P 33,866,747
Purchase of goods and services 17.2 58,032,825 48,480,138 62,100,195
Advances granted 17.3 1,710 ( 4,333) 112,013
Advances obtained for the purchase
of machinery and equipment 17.3 - ( 8,327,2106) 8,327,216
Lease of properties 17.4 421,071 452,500 3,187,967
Right-of-use asset 17.4 ( 1,504,018) 7,284,993 -
Lease liabilities 174 3,061,052 ( 7,284,993) -
Depreciation 17.4 1,293,739 2,053,030 -
Interest expense 17.4 234,980 423,101 -
Gain on pre-termination of leases 17.4 149,694 - -
Security deposit 17.4 ( 146,926) 144,735 ( 493,945)
Consultation services 17.6 867,500 - -
Key Management Personnel —
Compensation 17.5 45,698,751 47,837,856 46,239,479
Outstanding Balances
Note 2020 2019
Related Parties Under
Common Ownership:
Sale of goods 171 P 8,220,277 P 6,111,574
Purchase of goods and services 17.2 ( 3,083,288) ( 1,642,175)
Advances granted 17.3 7,734 6,024
Right-of-use assets 17.4 2,434,206 5,231,963
Lease liabilities 17.4 ( 2,828,378) ( 5,054,450)
Security deposit 17.4 258,778 405,704

Stockholders —
Advances obtained 17.3 ( 46,057) ( 46,057)
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The Company’s outstanding receivables with related parties were subjected to impairment
using the requirements of PFRS 9. These receivables have substantially the same risk
characteristics as the trade receivables. As such, the expected loss rates for trade
receivables are a reasonable approximation of the loss rates for receivables from related
parties. There were no impairment losses recognized for these receivables from related
parties in 2020, 2019 and 2018 [see Note 21.2(b)].

17.1 Sale of Goods

The Company sells finished goods to related parties under common ownership. Goods

are sold on the basis of the price lists in force and terms that would be available to
non-related parties. The outstanding receivables from sale of goods, which are generally
noninterest-bearing, unsecured and settled through cash within three to six months, are
presented as part of Trade receivables under Trade and Other Receivables in the statements
of financial position (see Note 6).

17.2 Purchase of Goods and Services

Goods and services are purchased on the basis of the price lists in force with non-related
parties. The related outstanding payables for goods and services purchased in 2020 and
2019 are presented as part of Trade payables under Trade and Other Payables in the
statements of financial position (see Note 11.1). The outstanding payables from purchase
of goods and services are generally noninterest-bearing, unsecured and settled through
cash within three months.

The Company acquires the services of Husky Plastics Corporation (Husky), a related party
under common ownership, for the conversion of its pipe fittings. The Company provides
its own raw materials to Husky for processing into finished goods. Once the processing is
completed, the Company records the amount incurred for the services of Husky as part of
the finished goods based on the billings received. The basis of the price charged to the
Company is in line with Husky’s prevailing market rates. The related outstanding payables
for these services from Husky as of December 31, 2020 and 2019 are presented as part of
Trade payables under Trade and Other Payables in the statements of financial position
(see Note 11.1). The outstanding payables from purchase of services are generally
noninterest-bearing, unsecured and settled through cash within three months.

17.3 Advances to/from Related Parties

The Company grants/obtains unsecured, noninterest-bearing advances to/from its related
parties under common ownership and certain stockholders. These advances are repayable
cither in cash or through offsetting. The outstanding balance of receivable from related
party advances is presented as part of Other receivables under Trade and Other Receivables
in the statements of financial position (see Note 0).

On the other hand, the outstanding balance of payable to a stockholder is presented as
Advances from a Stockholder in the statements of financial position. The outstanding
balances are noninterest-bearing, unsecured and repayable in cash, beyond 12 months from
the end of the reporting period.

In 2018, the Company purchased certain machinery equipment amounting to P8.3 million,
which was directly paid to the supplier by the related party under common ownership in
favor of the Company (see Note 9). The related payable arising from this transaction is
noninterest-bearing, unsecured and payable in cash, and presented as Advances from

a related party under Trade and Other Payables in the 2018 statement of financial position
(see Note 11.1). There was no similar transaction in 2020 and 2019.
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17.4 Lease of Properties

The Company entered into lease contracts with a related party under common ownership
covering its office spaces and warehouse with lease terms ranging from two to five years.

In 2019, in accordance with PFRS 16, the Company recognized right-of-use assets and lease
liabilities amounting to P7.3 million for these lease contracts.

In 2020, two lease contracts were pre-terminated resulting in derecognition of right-of-use
assets and lease liabilities with carrying values of P1.5 million and P1.7 million, respectively,
and recognition of a gain on pre-termination of leases amounting to P0.2 million

(see Note 12.1). The Company incurred depreciation expense amounting to P1.3 million
and P2.0 million in 2020 and 2019, respectively. The Company also incurred interest
expense amounting to P0.2 million and P0.5 million in 2020 and 2019. The depreciation
expense and interest expense incurred were recognized in the 2020 and 2019 statements

of profit or loss (see Note 14).

The related deposit as of December 31, 2020 and 2019, which is refundable at the termination
of the lease term, is presented as part of Security deposits under Other Non-current Assets in
the statements of financial position (see Note 10).

Further, in 2020 and 2019, the Company incurred rental expense for short-term vehicle
leases with a related party under common ownership amounting to P0.4 million and

P0.5 million, respectively, and is shown as part of Rentals under Other Operating Expenses
in 2020 and 2019 statements of profit or loss (see Note 14).

17.5 Key Management Personnel Compensation

The total compensation of key management personnel, which include all managers and
executives, is shown below.

2020 2019 2018
Short-term benefits P 42,258,618 P 45332703 P 43,520,499
Post-employment defined benefits 3,440,133 2,505,153 2,718,980

P 45,698,8751 P 47,837,856 P_46,239,479

17.6 Others

In 2020, the Company entered into a consulting service agreement with a stockholder
relating to employees training for four months amounting to P0.9 million, which is
shown as part of Professional fees under Other Operating Expenses in 2020 statement of
profit or loss (see Note 14). There was no outstanding balance as of December 31, 2020.
There was no similar transaction in 2019 and 2018.

The Company’s retirement fund for its post-employment benefit plan is administered and
managed by a trustee bank. The retirement fund neither provides any guarantee or surety
for any obligation of the Company nor its investments covered by any restrictions or
liens. The fair value of the plan assets and the composition of the plan assets as of
December 31, 2020 and 2019 ate shown in Note 15.2.
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EQUITY
18.1 Capital Stock

The Company’s authorized capital stock is 1,300,000,000 shares at P1.00 par value per
share. The issued and outstanding capital stock as of December 31, 2020 and 2019
consisted of 630,800,000 shares equivalent to P630.8 million.

On September 5, 2014, the BOD and the stockholders approved the Company’s
application for the registration of 630.8 million of its common shares with the SEC and
apply for the listing thereof in the PSE (see Note 1). The BOD’s approval covered the
planned initial public offering of 158.0 million unissued common shares of the Company.

As of December 31, 2020, the Company’s number of shares registered totaled
630,800,000 with par value of P1.00 per share and closed at a price of P1.87. The total
number of stockholders is 58 and 42 as of December 31, 2020 and 2019, respectively.
The public float lodged with Philippine Central Depositary Nominee Corporation is
counted only as one stockholder.

18.2 Additional Paid-in Capital

Additional paid-in capital consists of P52.3 million from the initial public offering in
2015, net of P12.5 million stock issuance costs incurred such as underwriting fees and
commissions, taxes and filing fees (see Note 1).

18.3 Retained Earnings

The information of cash dividends, which are all regular dividends, are summarized
below.

Date of Date of Date of Dividends
Declaration Record Payment Amount per share
March 29, 2020 June 26, 2020 July 22, 2020 P 24,443,639 0.04
March 12, 2019 April 12,2019 May 9, 2019 31,455,100 0.05
March 12, 2019 July 9, 2019 July 23, 2019 24,921,080 0.04
March 9, 2018 April 12, 2018 May 9, 2018 25,232,000 0.04
March 9, 2018 June 26, 2018 July 11, 2018 31,540,000 0.05

18.4 Share Buyback Program

On December 5, 2018, the Company’s BOD approved the adoption of a Share Buyback
Program (SBP) whereby the Company is authorized to reacquire its capital stock from the
public for an aggregate acquisition price of P100.0 million. As of December 31, 2020 and
2019, the cumulative number of shares repurchased consists of 20,161,000 treasury shares
and 18,356,000 treasury shares aggregating to an acquisition cost of P41.1 million and
P37.5 million, respectively. The SBP has already concluded on December 5, 2020.
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18.5 Revaluation Reserves

The components and reconciliation of items of other comprehensive income presented in
the statements of changes in equity under Revaluation Reserves account, are shown

below.
Actuarial
Revaluation Gain or Loss on
Increment Post-employment
on Land Benefit Plan
(see Note 9) (see Note 15.2) Total

Balance as of January 1, 2020 P 129,084,027 (P 4,026,483) P 125,057,544
Remeasurements of post-employment

defined benefit plan - 9,188,253 9,188,253
Tax expense - ( 2,756,476) ( 2,756,476)
Balance as of December 31, 2020 P 129,084,027 P 2,405,294 P 131,489,321
Balance as of January 1, 2019 P 66,264,627 (P 3310,351) P 62,954,276
Gain on revaluation of land 89,742,000 - 89,742,000
Remeasurements of post-employment

defined benefit plan - ( 1,023,045) ( 1,023,045)
Tax income (expense) ( 26,922,600 ) 306913 ( 26,615,687)
Balance as of December 31, 2019 P 129,084,027 (P 4,026,483) P_125,057,544
Balance as of January 1, 2018 P 66,264,627 (P 5,126,787) P 61,137,840
Remeasurements of post-employment

defined benefit plan - 2,594,909 2,594,909
Tax expense - ( 778,473) ( 778.473)
Balance as of December 31, 2018 P 66,264,627 (P 3,310,351) P 62,954,276

19. EARNINGS PER SHARE

Basic and diluted EPS is computed as follows:

2020 2019 2018
Net profit P 121,249,089 P 136,414,653 P 117,602,818
Divided by weighted average number of
outstanding common shares (considering
the effect of treasury shares) 611,075,083 _ 622,417,750 _ 630,800,000
Basic and diluted EPS P 0.20 P 022 P 0.19

The Company does not have dilutive potential common shares outstanding as of
December 31, 2020, 2019 and 2018; hence, diluted EPS is equal to the basic EPS.

20. COMMITMENTS AND CONTINGENCIES
The following are the significant commitments and contingencies involving the Company:
20.1 Operating Lease Commitments — Company as Lessee (2018)

The Company is a lessee under non-cancellable operating leases covering its warehouse
and office spaces. The lease for warehouse has a term of three years and includes annual
escalation rate of 10.00%, while the leases for office space have terms of three to five years
with escalation rates ranging from 5.00% to 10.00%. All leases have renewal options. The
future minimum lease payments under these non-cancellable operating leases as of
December 31, 2018 is shown in the succeeding page.
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Within one year P 2,253,907
After one year but not

more than five years 4,485,829

P 6,739,736

Rental expense for the year ended December 31, 2018 amounted to P3.9 million
(see Note 14).

20.2 Unused Credit Lines

The Company had P420.0 million and P320.0 million of unused credit lines of the
approved Omnibus Line of Credit from local banks granted as of December 31, 2020
and 2019, respectively.

20.3 Others

There are other commitments and contingent liabilities that arise in the normal course of
the Company’s operations which are not reflected in the financial statements. As of
December 31, 2020 and 2019, management and its legal counsel are of the opinion that
losses, if any, from these items will not have a material effect on the Company’s financial
statements.

RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company is exposed to a variety of financial risks in relation to financial instruments.
The Company’s financial assets and financial liabilities by category are summarized in
Note 22. The main types of risks are market risk, credit risk and liquidity risk.

The Company’s risk management is coordinated by its BOD, and focuses on actively
securing the Company’s closely short-to-medium term cash flows by minimizing the
exposure to financial markets.

The Company does not actively engage in the trading of financial assets for speculative
purposes nor does it write options. The most significant financial risks to which the
Company is exposed to are described below and in the succeeding pages.

21.1 Market Risk

The Company is exposed to market risk through its use of financial instruments and
specifically to foreign currency risk and interest rate risk which result from both its
operating, investing and financing activities.

(a)  Foreign Currency Risk

Most of the Company’s transactions are carried out in Philippine pesos, its functional
currency. Exposures to currency exchange rates arise from the Company’s overseas sales
and purchases, which are primarily denominated in United States (U.S.) dollars. The
Company also holds U.S. dollar-denominated cash and cash equivalents.

To mitigate the Company’s exposure to foreign currency risk, non-Philippine peso cash
flows are monitored.
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Foreign currency-denominated financial assets and liabilities, translated into Philippine pesos
at the closing rate follow:

2020 2019
Financial assets P 100,017,894 P 78,742,084
Financial liabilities ( 7,092,996) ( 4,398,597)
Net exposure P 92,924,898 P 74,343,487

The sensitivity of the Company’s profit before tax is based on the Company’s financial
assets and financial liabilities denominated in U.S. dollars and the U.S. dollar — Philippine
peso exchange rate. Itassumesa +/- 13.12% and +/- 11.87% change of the Philippine
peso/ U.S. dollar exchange rate for the years ended December 31, 2020 and 2019,
respectively. These percentages have been determined based on the average market
volatility in exchange rates, using standard deviation, in the previous 12 months at a

99% confidence level. The sensitivity analysis is based on the Company’s foreign
currency financial instruments held at the end of each reporting period.

If the Philippine peso had strengthened against the U.S. dollar by 13.12% and 11.87% at
December 31, 2020 and 2019, profit before tax for the years ended December 31, 2020
and 2019 would have decreased by P12.2 million and P8.8 million, respectively.
Conversely, if the Philippine peso had weakened against the U.S. dollar by the same
percentages at December 31, 2020 and 2019, profit before tax for the years ended
December 31, 2020 and 2019 would have increased by the same amounts.

Exposures to foreign exchange rates vary during the period depending on the volume of
foreign currency denominated transactions. Nonetheless, the analysis above is considered
to be representative of the Company’s currency risk.

Unrealized foreign currency exchange gains - net amounts to P2.9 million in 2020 and
P2.4 million in 2018, while unrealized foreign currency exchange losses - net amounts to
P0.7 million in 2019. These are presented as part of Foreign currency gains (losses) - net
in the statements of profit or loss.

(b)  Interest Rate Risk

The Company’s policy is to minimize interest rate cash flow risk exposures on long-term
financing. Long-term borrowings are therefore usually made at fixed rates. At
December 31, 2020 and 2019, the Company is exposed to changes in market interest
rates through its cash and cash equivalents, which are subject to variable interest rates
(see Note 5). All other financial assets and liabilities have fixed rates.

The table in the succeeding page illustrates the sensitivity of the Company’s profit before
tax and equity to a reasonably possible change in interest rates of +/- 1.48% and
+/-1.71% in 2020 and 2019, respectively. These changes are considered to be
reasonably possible based on observation of current market conditions. The calculations
are based on a change in the average market interest rate for each period, and the
financial instruments held at the end of each reporting period that are sensitive to
changes in interest rates. All other variables are held constant.
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Increase Decrease
2020 2019 2020 2019
1.48% 1.71% 1.48% 1.71%
Effect in profit before tax P 2,793,424 P 858,093 (P 2,793,424) (P 858,093)
Effect in equity 1,955,397 600,665 ( 1,955,397) ( 600,665)

21.2 Credit Risk

Credit risk is the risk that counterparty may fail to discharge an obligation to the Company.
The Company continuously monitors defaults of customers and other counterparties,
identified either individually or by group, and incorporates this information into its credit
risk controls. The Company’s policy is to deal only with creditworthy counterparties.

The maximum credit risk exposure of financial assets is the carrying amount of the financial
assets as shown in the statements of financial position (or in the detailed analysis provided in
the notes to financial statements), as summarized below.

Notes 2020 2019
Cash and cash equivalents 5 P 188,196,658 P 506,450,379
Trade receivables - net 6 248,782,201 241,694,083
Security deposits 10 3,695,651 3,802,651

P 440,674,510 P _ 301,953,113

None of the financial assets are secured by collateral or other credit enhancements except
for cash and cash equivalents and certain trade receivables with entrusted and on hand
post-dated checks issued by the customers (see Note 06).

(a) Cash

The credit risk for cash is considered negligible, since bank deposits are only
maintained with reputable financial institutions, as a matter of Company’s policy.
Included in cash are cash in banks which are insured by the Philippine Deposit
Insurance Corporation up to a maximum coverage of P0.5 million for every depositor
per banking institution.

(b) Trade and Other Receivables

The Company applies the PFRS 9 simplified approach in measuring ECL which uses
a lifetime expected loss allowance for all trade receivables and other receivables.
Advances to officers and employees have been assessed separately and individually
wherein management determined that there is no required ECL to be recognized
since collections are made on a monthly basis or through salary deductions within a
period of one year or less.

To measure the ECL, trade receivables have been grouped based on shared credit risk
characteristics and the days past due (age buckets). The Company also concluded
that the expected loss rates for trade receivables are a reasonable approximation of
the loss rates for the other receivables as it shares the same credit risk characteristics.
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The expected loss rates are based on the payment and aging profiles over a period of
36 months before December 31, 2020 and 2019, respectively, and the corresponding
historical credit losses experienced within such period. The historical loss rates are
adjusted to reflect current and forward-looking information on macroeconomic
factors affecting the ability of the customers to settle the receivables. The Company
has identified that the construction materials wholesale price index in 2020 and the
construction materials retail price index in 2019 were the most relevant factor, and
accordingly adjusts the historical loss rates based on expected changes in this factor.

The Company identifies a default when the receivables become credit impaired or
when the customer has not able to settle the receivables within the normal credit
terms of 30 to 90 days, depending on the terms with customers; hence, these
receivables were already considered as past due on its contractual payment. In
addition, the Company considers qualitative assessment in determining default such
as in instances where the customer is unlikely to pay its obligations and is deemed to
be in significant financial difficulty.

The loss allowance for trade receivables as at December 31, 2020 and 2019, which
was determined based on months past due, is as follows:

More than
3 months but
Not more than not more than More than
3 months 4 months 4 months Total

December 31, 2020

Expected loss rate 0.00% 100.00% 100.00%

Gross carrying amount P 248,782,201 P 1,502,248 P 13,473,825 P 263,758,274

Loss allowance - 1,502,248 13,473,825 14,976,073
December 31, 2019

Expected loss rate 0.00% 92.33% 100.00%

Gross carrying amount P 241,548,858 P 1,893,413 P 11,052,579 P 254,494,850

Loss allowance - 1,748,188 11,052,579 12,800,767

(c)  Security deposits

With respect to refundable security deposits, management assessed that these
financial assets have low probability of default since the Company has utility contract
and operating lease contracts as lessee with the counterparties. The Company can
apply such deposits to future payments in case it defaults.

21.3 Liquidity Risk

The Company manages its liquidity needs by carefully monitoring scheduled debt servicing
payments, if any, for long-term financial liabilities as well as cash outflows due in a
day-to-day business. Liquidity needs are monitored in various time bands, on a day-to-day
and week-to-week basis, as well as on the basis of a rolling 30-day projection. Long-term
liquidity needs for a six-month and one-year period are identified monthly.

The Company maintains cash to meet its liquidity requirements for up to 60-day periods.
Excess cash is invested in short-term placements. Funding for long-term liquidity needs is
additionally secured by an adequate amount of committed credit facilities (see Note 21.2).
As at December 31, the Company’s financial liabilities (except lease liabilities — see

Note 12) have contractual maturities which are presented in the succeeding page.
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2020
Current Non-current
Within Six to 12 One to Five
Six Months Months Years
Trade and other payables
(except Advances from customers
and tax-related payables) P 232422938 P - P -
Loans and mortgage payables 1,538,581 1,313,154 4,975,448
Advances from a stockholder - - 46,057
P 233,961,519 P 1,313,154 P 5,021,505
2019
Current Non-current
Within Six to 12 One to Five
Six Months Months Years
Trade and other payables
(except Advances from customers
and tax-related payables) P 246,799,324 P - P -
Loans and mortgage payables 1,941,004 1,940,337 7,835,981
Advances from a stockholder - - 46,057
P 248,740,328 P 1,940,337 P 7,882,038

The contractual maturities reflect the gross cash flows, which may differ from the carrying
values of the financial liabilities at the end of the reporting periods.

CATEGORIES AND OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES

22.1 Carrying Amounts and Fair Values by Category

The carrying amounts and fair values of the categories of financial assets and financial
liabilities presented in the statements of financial position at amortized cost are shown below.

2020 2019
Notes Carrying Values _ Fair Values Carrying Values _ Fair Values
Financial Assets
Financial assets at amottized cost:
Cash and cash equivalents 5 P 188,196,658 P 188,196,658 P 56,456,379 P 56,456,379
Trade and other receivables - net 6 248,782,201 248,782,201 241,694,083 241,694,083
Secutity deposits 10 3,695,651 3,695,651 3,802,651 3,802,651
P 440,674,510 P 440,674,510 P_ 301,953,113 P 301,953,113
Financial Liabilities

Financial liabilities at amortized cost:
Trade and other payables (except

Advances from customers

and tax-related payables) 11 P 233,422,938 P 233,422,938 P 246,799,324 P 246,799,324
Lease liabilities 12 22,704,534 22,704,534 44,187,083 44,187,083
Loans and mortgage payables 11 7,042,228 7,042,228 10,109,651 10,109,651
Advances from a stockholder 17 46,057 46,057 46,057 46,057

P 263,215,757 P 263,215,757 P_ 301,142,115 P 301,142,115

The Company’s management considers that the carrying values of the foregoing financial
assets and financial liabilities approximate their fair values either because these
instruments are short-term in nature or the effect of discounting for those with maturities
of more than one year is not material.
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See Note 2.4 and 2.9 for a description of the accounting policies for each category of
financial instruments. A description of the Company’s risk management objectives and
policies for financial instruments is provided in Note 21.

22.2 Offsetting Financial Assets and Financial Liabilities

For financial assets and financial liabilities subject to enforceable master netting
agreements or similar arrangements above, each agreement between the Company and
counterparties (i.e., related parties) allows for net settlement of the relevant financial
assets and financial liabilities when both elect to settle on a net basis (see Note 21). In the
absence of such an election, financial assets and liabilities will be settled on a gross basis;
however, each party to the master netting agreement or similar agreement will have the
option to settle all such amounts on a net basis in the event of default of the other party.

By default, the Company does not elect to settle financial assets and financial liabilities
with counterparties through offsetting. Gross settlement is generally practiced.

FAIR VALUE MEASUREMENTS AND DISCLOSURES
23.1 Fair Value Hierarchy

In accordance with PERS 13, Fair 1V alue Measurement, the fair value of financial assets and
financial liabilities and non-financial assets which are measured at fair value on a recurring
ot non-recurring basis and those assets and liabilities not measured at fair value but for
which fair value is disclosed in accordance with other relevant PFRS, are categorized into
three levels based on the significance of inputs used to measure the fair value. The fair
value hierarchy has the following levels:

e Level 1: quoted prices (unadjusted) in active markets for identical assets or
liabilities that an entity can access at the measurement date;

e  Level 2: inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (i.e., as prices) or indirectly
(i.e., derived from prices); and,

e Level 3: inputs for the asset or liability that are not based on observable market
data (unobservable inputs).

The level within the asset or liability is classified is determined based on the lowest level
of significant input to the fair value measurement.

For purposes of determining the market value at Level 1, a market is regarded as active if
quoted prices are readily and regularly available from an exchange, dealer, broker, industry
group, pricing service, or regulatory agency, and those prices represent actual and
regularly occurring market transactions on an arm’s length basis.

For investments which do not have quoted market price, the fair value is determined by
using generally acceptable pricing models and valuation techniques or by reference to the
current market of another instrument which is substantially the same after taking into
account the related credit risk of counterparties, or is calculated based on the expected
cash flows of the underlying net asset base of the instrument.
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When the Company uses valuation technique, it maximizes the use of observable market
data where it is available and relies as little as possible on entity specific estimates. If all
significant inputs required to determine the fair value of an instrument are observable, the
instrument is included in Level 2. Otherwise, it is included in Level 3.

The Company has no financial assets or financial liabilities measured at fair values.

23.2 Financial Instruments Measured at Amortized Cost for which Fair Value
is Disclosed

The table below summarizes the fair value hierarchy of the Company’s financial assets
and financial liabilities which are not measured at fair value in the statements of financial
position but for which fair value is disclosed (see Note 22.1).

Level 1 Level 2 Level 3 Total
December 31, 2020
Financial assets:
Cash and cash equivalents P188,196,658 P - P - P 188,196,658
Trade receivables - net - - 248,782,201 248,782,201
Security deposits - - 3,695,651 3,695,651

P188,196,658 P - P252,477,852 P 440,674,510

Financial liabilities:

Trade and other payables P - P - P233,422938 P 233,422938
Lease liabilities - 22,704,534 22,704,534
Loans and mortgage payables - 7,042,228 7,042,228
Advances from a stockholder - 46,057 46,057

P - P P 263,215,757 P263,215,757
December 31, 2019
Financial assets:
Cash and cash equivalents P 56,456,379 P P - P 56,456,379
Trade receivables - net - 241,694,083 241,694,083
Security deposits - 3,802,651 3,802,651
P 56,456,379 P P245,496,734 P 301,953,113
Financial liabilities:
Trade and other payables P - P P246,799,324 P 246,799,324
Lease liabilities - 44,187,083 44,187,083
Loans and mortgage payables - 10,109,651 10,109,651
Advances from a stockholder - 46,057 46,057
P - P P 301,142,115 P301,142.115

23.3 Fair Value Measurement for Non-financial Assets

The fair value of the Company’s land amounting to P326.6 million as of December 31,
2020 and 2019 is classified under Level 3 in the fair value hierarchy. The Level 3 fair
value of land was derived using market comparable approach that reflects recent
transaction prices for similar properties in nearby locations, adjusted for key attributes
such as property size, age, condition and accessibility of the land. The most significant
input into this valuation approach is the price per square foot; hence, the higher the price
per square foot, the higher the fair value.
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There has been no change to the valuation techniques used by the Company during the
year for its non-financial assets. Also, there were no transfers into or out of Level 3 fair
value hierarchy in 2020 and 2019.

CAPITAL MANAGEMENT OBJECTIVES, POLICIES AND PROCEDURES

The Company’s capital management objectives are to ensure the Company’s ability to
continue as a going concern and to provide an adequate return to stockholders by pricing
products and services commensurate with the level of risk.

The Company monitors capital on the basis of the carrying amount of equity as presented
in the statements of financial position. Capital for the reporting periods under review is
summatized as follows:

2020 2019 2018
Total liabilities P 358,043,348 P 389,490,965 P 240,005,675
Total equity 1,278,660,924 1,179,056,757 1,074,377,987
Debt-to-equity ratio 0.28 : 1.00 0.33:1.00 0.22:1.00

There were no internally and externally imposed capital requirements to be complied with
as of December 31, 2020 and 2019.

The Company manages the capital structure and makes adjustments to it in the light of
changes in economic conditions and the risk characteristics of the underlying assets. In
order to maintain or adjust the capital structure, the Company may adjust the amount of
dividends paid to stockholders, issue new shares or sell assets to reduce debt.

SUPPLEMENTARY INFORMATION REQUIRED BY THE BIR

Presented below and in the succeeding pages is the supplementary information which is
required by the BIR under Revenue Regulation (RR) No. 15-2010 and RR No. 34-2020 to
be disclosed as part of the notes to financial statements. This supplementary information
is not a required disclosure under PFRS.

25.1 Requirements under RR No. 15-2010

The information on taxes, duties and license fees paid or accrued during the taxable year
required under RR No.15-2010 are presented below and in the succeeding pages.

(@)  Output VAT

In 2020, the Company declared output VAT as follows:

Tax Base Output VAT
Sale of goods:
Taxable sales P 759,608,652 P 91,153,038
Zero-rated sales 358,079,900 -

P1.117,688,552 P 91,153,038
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The Company’s zero-rated receipts from sale of goods were determined pursuant to
Section 106 (A), VAT on Sale of Goods or Properties, of the National Internal Revenue
Code of 1997, as amended.

Input VAT

The movements in input VAT in 2020 are presented below.

Balance at beginning of year P 104,166,413
Goods other than capital goods 52,252,105
VAT on importation of goods 21,574,446
Services lodged under other accounts 14,371,951
Capital goods subject to amortization 670,850
Change in deferred input VAT 2,556,323
Capital goods not subject to amortization 116,072
Applied against output VAT ( 91,153,038)
Balance at end of year P_104,555,122

The outstanding balance of input VAT is presented under Prepayments and Other
Current Assets in the 2020 statement of financial position.

Deferred input VAT amounting to P4,970,453 pertains to the unamortized input
VAT on purchases of capital goods exceeding P1.0 million. Deferred input VAT is
amortized and credited against output tax evenly over 60 months or the life of the
asset, whichever is shorter. The outstanding balance is presented as part of Other
Non-current Assets in the 2020 statement of financial position.

Taxces on Importation

In 2020, the total landed cost of the Company’s importations for use in business
amounted to P181,521,217. This also includes customs duties and tariff fees
totalling to P1,615,432 which are capitalized as part of the cost of the raw materials
inventory and machineries, factory and other equipment.

Excise Tax

The Company paid P129,600 for excise taxes during the year for the importation of
lubricants.

Documentary Stamp Tax
Documentary stamp taxes (DST) paid and accrued in 2020 is presented below.

Bank transactions P 1,607,053
Others 331,579

P 1,938,632
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&) Taxes and 1 icenses

The composition of Taxes and licenses in 2020 is shown below.

Registration and license fees P 5,324,293
Real property tax 2,385,427
DST 1,938,632
Residence tax 23,417
Miscellaneous 281,563

P 9,953,332

The amount of Taxes and licences is presented as part of Other Operating
Expenses in the 2020 statement of profit or loss.

(o) Withholding Taxes

The details of total withholding taxes in 2020 are shown below.

Expanded P 7,383,302
Compensation and benefits 7,074,954
Final tax on dividends 2,333,966

P 16,792,222

(b)  Deficiency Tax Assessments

In 2020, the Company has final deficiency tax assessment for the taxable period
January 1, 2019 to June 30, 2019. Pursuant to the Company’s policy of addressing
such actions in line with prudent business practice, the Company has engaged tax
counsels and advisors in relation to this matter. As of December 31, 2020, the
deficiency tax assessment is still under protest. Management believes that the
Company has enough basis in law, Supreme Court and Court of Tax Appeals
decisions and evidence to support their claim; hence; no provisions were
recognized in the financial statements.

Other than the foregoing, as of December 31, 2020, the Company does not have
any other final deficiency tax assessments from the BIR nor does it have tax cases
outstanding or pending in courts or bodies outside of the BIR in any of the open
taxable years.

25.2 Requirements under RR No. 34-2020

RR 34-2020 prescribes the guidelines and procedures on the submission of BIR Form
No. 1709, transfer pricing documentation (TPD) and other supporting documents for
related party transactions. The Company is not required to prepare and submit TPD and
other supporting documents as the Company did not meet the materiality thresholds
under Section 3 of RR No. 34-2020.



Report of Independent Auditors

to Accompany Supplementary
Information Required by the
Securities and Exchange Commission
Filed Separately from the

Basic Financial Statements

The Board of Directors and the Stockholders
Crown Asia Chemicals Corporation

Km. 33, McArthur Highway

Bo. Tuktukan, Guiguinto

Bulacan

We have audiled, in accordance with Philippine Standards on Auditing, the financial statements
of Crown Asia Chemicals Corporation (the Company) for the year ended December 31, 2020,
on which we have rendered our report dated March 2, 2021. Our audit was made for the
purpose of forming an opinkon on the basic financial statements taken as a whale. The
applicable supplementary information (see List of Supplementary Information) is presented

for purposes of additional analysis in compliance with the requirements of the Revised
Securities Regulation Code Rule 68, and is not a required part of the basic financial sialements
prepared in accordance with Philippine Financial Reperting Standards. Such supplementary
information is the responsibdity of the Company’s management. The supplementary
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to

the basic financial stalements taken as a whole.

PUNONGBAYAN & ARAULLO

By: John Endel 5. Mata
Partner

CPA Reg. No. 0121347
TIN 257-622-627
PTR Mo, 8533233, January 4, 2021, Makati Cily
SEC Growp A Accreditalion
Pariner - Mo, 121347-SEC (unil Dec. 31, 2023)
Firm - Mo, 0002 (unill Dec. 31, 2024)
BIR AN 08-002551-040-2019 (untd Dec.15, 2022)
Firm's BOA/PRC Cenl. of Reg. Mo, 0002 {until Jul. 24, 2021)

March 2, 2021



CROWN ASIA CHEMICALS CORPORATION
List of Supplementary Information

December 31, 2020
Schedule Content Page No.
Schedules Required under Annex 68-] of the Revised Securities Regulation Code Rule 68
A Financial Assets N/A
Financial Assets at Fair Value Through Profit or Loss
Financial Assets at Fair Value Through Other Comprehensive Income
B Amounts Receivable from Directors, Officers, Employees, Related Parties, and Principal 1
Stockholders (Other than Related Parties)
C Amounts Receivable from Related Parties which are Eliminated during the Consolidation of N/A
Financial Statements
D Long-term Debt 2
E Indebtedness to Related Parties 3
F Guarantees of Securities of Other Issuers N/A
G Capital Stock 4
Others Required Information
Reconciliation of Retained Earnings Available for Dividend Declaration 5
Map Showing the Relationship Between the Company and its Related Entities N/A
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Schedule B

CROWN ASIA CHEMICALS CORPORATION

Amounts Receivable from Directors, Officers, Employees,

Related Parties and Principal Stockholders (Other than Related Parties)

December 31, 2020

(Amounts in Philippine Pesos)

Balance at Beginning .. Deductions Ending Balance Balance at End of
Name . Additions ]
of Period Amounts Collected Written Off Current Non-current Period

Asean Timber Cotp. P 6,111,574 23,920,225 P 21,811,522 P - 8,220,277 - P 8,220,277
Guiguinto Integrated Woods Industry Corp. 6,024 29,866 28,156 - 7,734 - 7,734
W.T. Derrick Realty Corporation - 850,688 850,688 - - - -
Husky Plastics Corp. - 367,506 367,506 - - - -
Total Accounts Receivable P 6,117,598 25,168,285 P 23,057,872 P - 8,228,011 - P 8,228,011
W.T. Derrick Realty Corporation P 405,704 22,476 P 169,402 P - 258,778 - P 258,778
Total Security Deposit P 405,704 22,476 P 169,402 P - 258,778 - P 258,778
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CROWN ASIA CHEMICALS CORPORATION
Schedule D
Long-Term Debt
December 31, 2020
(Amounts in Philippine Pesos)

Amount Shown Under Amount Shown Under
: " : "
Title of Issue and Type of Amount Authorized Caption"Loans ar,l,d, Captlon"Mortgage
Oblication by Indenture Mortgage Payables' in Payables" in Related
g y Related Statement of Statement of Financial
Financial Position Position
|Car loans P 7,042.228 | P 2,480,902 | P 4,561,326

Supplementary information on Long-term Debt

The Company entered into car loan agreements with local banks for the acquisition of certain transportation equipment

and motor vebicles, which are then mortgaged to the banks.
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CROWN ASIA CHEMICALS CORPORATION

Schedule E

Indebtedness to Related Parties

December 31, 2020

(Amounts in Philippine Pesos)

Name of Related Party

Balance at Beginning of

Balance at End of

Period Period

Related parties under common ownership:
Husky Plastics Corp.

Advances obtained P - -

Purchase of goods and services 1,479,615 2,836,523
Asean Timber Corp. 162,560 246,765

P 1,642,175 3,083,288

Stockholder -
Tita P. Villanueva P 46,057 46,057
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CROWN ASIA CHEMICALS CORPORATION
Schedule G
Capital Stock
December 31, 2020

Title of Issue

Number of Shares Authorized

Number of Shares Issued and
Outstanding as Shown Under the
Related Statement of Financial
Postion Caption

Number of Shares
Reserved for Options,

Warrants, Coversion and
Other Rights

Number of Shares Held By

Related Parties

Directors, Officers
and Employees

Others

Common

1,300,000,000

610,639,000

4,355,000

307,690,246

298,593,754
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CROWN ASIA CHEMICALS CORPORATION

KM. 33, MCARTHUR HIGHWAY

BO. TUKTUKAN, GUIGUINTO BULACAN

Reconciliation of Retained Earnings Available for Dividend Declaration
For Year Ended December 31, 2020

Unappropriated Retained Earnings of the Company at Beginning of Year
Prior Periods’ Reconciling Item from Deferred Tax Asset

Unappropriated Retained Earnings Available for
Dividend Declaration at Beginning of Year

Net Profit of the Company Realized during the Year
Net profit per audited financial statements
Non-actual/unrealized income:
Deferred tax income from deferred tax asset recognized during the year
Unrealized foreign exchange gain (except those attributable to

Cash and Cash Equivalents), net of tax

Less other items:
Cash dividends declared and paid during the year

Treasuty shates

Unappropriated Retained Earnings Available for
Dividend Declaration at End of Year

(

121,249,089

1,654,126 )

3316412)

408,352,960

L 655m7)

401,827,513

116,278,551

24,443,639

41,096,031 )

452,566,394



Report of Independent Auditors
on Components of
Financial Soundness Indicators

The Board of Directors and the Stockholders
Crown Asia Chemicals Corporation

Km. 33, McArthur Highway

Bo. Tuktukan, Guiguinig

Bulacan

We have audited, in accordance with Philippine Standards on Auditing, the financial stalements
of Crown Asia Chemicals Corporation (the Company) for the years ended December 31, 2020
and 2019, on which we have rendered our repont dated March 2, 2021. Our audits were made
for the purpose of forming an opinion on the basic financial stalements taken as a whole. The
Supplementary Schedule on Financial Soundness Indicators, including their definitions, formulas,
calculation, and their appropriateness or usefulness 1o the intended users, are the responsibility
of the Company's management. These financial soundness indicators are not measures of
operating performance defined by Philippine Financial Reporting Standards (PFRS) and may
not De comparable to similady tited measures presented by other companies. This schedule is
presented for the purposes of complying with the Revised Securities Regulation Code Rule 68
issued by the Securities and Exchange Commissicn, and is not a required part of the basic
financial statlements prepared in accordance with PFRS. The components of these financial
soundness indicators have been traced to the Company's financial statements as of

December 31, 2020 and 2019 and for each of the two years in the period ended

December 31, 2020 and 2019 and no maternial exceptions wene noted.

PUNONGBAYAN & ARAULLO

By: Jehn Endel 5. Mata
Pariner

CPA Reg. Mo, 0121347
TiM 257-622-527
PTR Mo, 8533233, January 4, 2021, Makati City
SEC Group A Accredilation
Partnef - Ng, 121347-SEC (unlil Dec. 31, 2023)
Firm - Mo, G002 (untd Dec. 31, 2024)
BIR AN QB-DD2551-040-2018 (until Dec. 15, 2022)
Finm's BOAPRC Cerd. of Rleg. Mo, 0002 (until Jul, 24, 2021)

March 2, 2021



CROWN ASIA CHEMICALS CORPORATION
Supplemental Schedule of Financial Soundness Indicators
December 31, 2020 and 2019

Ratio Formula 2020 Formula 2019
Current ratio | Total Current Assets divided by Total 3.66 | Total Current Assets divided by Total 3.21
Current Liabilities Current Liabilities
Total Current Assets P 1,040,020,522 Total Current Assets P 926,525,145
Divide by: Total Cutrent Divide by: Total Current
Liabilities 284,461,415 Liabilities 289,020,716
Current ratio 3.66 Current ratio 3.21
Acid test ratio | Quick assets (Total Current Assets less 1.63 | Quick assets (Total Current Assets less 1.08
Inventories and Other Current Assets) Inventories and Other Current Assets)
divided by Total Current Liabilities divided by Total Current Liabilities
Total Current Assets P 1,040,020,522 Total Current Assets P 926,525,145
Less: Inventories 469,233,996) Less: Inventorties 495,990,475)
Other Current Assets  ( 106,582,764) Other Current Assets  ( 118,512,011)
Quick Assets 464,203,762 Quick Assets 312,022,659
Divide by: Total Current Divide by: Total Current
Liabilities 284,461,415 Liabilities 289,026,716
Acid test ratio 1.63 Acid test ratio 1.08
Solvency ratio | Total Liabilities divided by Total Assets 0.22 | Total Liabilities divided by Total Assets 0.25
Total Liabilities P 358,043,348 Total Liabilities P 389,490,965
Divide by: Total Assets 1,636,704,272 Divide by: Total Assets 1,568,547,722
Solvency ratio 0.22 Solvency ratio 0.25
Debt-to-equity | Total Liabilities divided by Total Equity 0.28 | Total Liabilities divided by Total Equity 0.33
ratio
Total Liabilities P 358,043,348 Total Liabilities P 389,490,965
Divide by: Total Equity 1,278,660,924 Divide by: Total Equity 1,179,056,757
Debt-to-equity ratio 0.28 Debt-to-equity ratio 0.33
Assets-to- Total Assets divided by Total Equity 1.28 | Total Assets divided by Total Equity 1.33
equity ratio
Total Assets P 1,636,704,272 Total Assets P 1,568,547,722
Divide by: Total Equity 1,278,660,924 Divide by: Total Equity 1,179,056,757
Assets-to-equity ratio 1.28 Assets-to-equity ratio 1.33
Interest rate Earnings before interest and taxes 37.37 | Earnings before interest and taxes 50.70
coverage ratio | (EBIT) divided by Interest expense (EBIT) divided by Interest expense
EBIT p 178,057,340 EBIT P 196,217,854
Divide by: Interest expense 4,765,295 Divide by: Interest expense 3,869,838
Interest rate coverage ratio 37.37 Interest rate coverage ratio 50.70
Return on Net Profit divided by Total Equity 0.09 | Net Profit divided by Total Equity 0.12
equity
Net Profit P 121,249,089 Net Profit P 136,414,653
Divide by: Total Equity 1,278,660,924 Divide by: Total Equity 1,179,056,757
Return on equity 0.09 Return on equity 0.12
Return on Net Profit divided by Total Assets 0.07 | Net Profit divided by Total Assets 0.09
assets
Net Profit P 121,249,089 Net Profit P 136,414,653
Divide by: Total Assets 1,636,704,272 Divide by: Total Assets 1,568,547,722
Return on assets 0.07 Return on assets 0.09
Net profit Net Profit divided by Total Revenue 0.11 | Net Profit divided by Total Revenue 0.10
margin
Net Profit P 121,249,089 Net Profit P 136,414,653
Divide by: Total Revenue 1,117,688,552 Divide by: Total Revenue 1,433,402,683
Net profit margin 0.11 Net profit margin 0.10




Ratio Formula 2020 Formula 2019
Gross profit Gross Profit divided by Total Revenue 0.31 | Gross Profit divided by Total Revenue 0.27
margin

Gross Profit P 345,538,264 Gross Profit P 393,396,541
Divide by: Total Revenue 1,117,688,552 Divide by: Total Revenue 1,433,402,683
Gross profit margin 0.31 Gross profit margin 0.27
Book value Total Equity divided by Outstanding Shares 2.09 | Total Equity divided by Outstanding Shares 1.93
per share
Total Equity P 1,278,660,924 Total Equity P 1,179,056,757
Divide by: Outstanding Divide by: Outstanding
Shares 610,639,000 Shares 612,444,000
Book value per share 2.09 Book value per share 1.93
Earnings per | Net Profit divided by Average Outstanding 0.20 | Net Profit divided by Average Outstanding 0.22
share Shares Shares
Net Profit P 121,249,089 Net Profit P 136,414,653
Divide by: Average Divide by: Average
Outstanding Shares 611,075,083 Outstanding Shares 622,417,750
Earnings per share 0.20 Earnings per share 0.22
Price to book | Stock Price divided by Book Value per Share 0.89 | Stock Price divided by Book Value per Share 1.11
value per ratio
Stock Price P 1.87 Stock Price P 2.15
Divide by: Book Value per Divide by: Book Value per
Share 2.09 Share 1.93
Price to book value per ratio 0.89 Price to book value per ratio 1.11
Price to Stock Price divided by Earnings per Share 9.35 | Stock Price divided by Earnings per Share 9.77
earnings ratio
Stock Price P 1.87 Stock Price P 2.15
Divide by: Earnings per Divide by: Earnings per
Share 0.20 Share 0.22
Price to earnings ratio 9.35 Price to earnings ratio 9.77




SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

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

1. For the quarterly period ended March 31, 2021
2. SEC ldennficanion number 159950
3. BIR Tax Identification No. 000-240-902-000

R

9.

FExact name of issuer as specified in its charter CROWN ASIA CHEMICALS
CORPORATIOM

Province, country or other junsdicnion of incorporation or organizaton  Metro Manila

Industry Classification Code: :{SII L'se Only)

Address of 1ssuer's panapal office Em 33 Mc Arthur Highway Tuktukan
Guiguinto, Bulacan

Postal Code 3015

lssuer's telephone number, including area code  (632) 3413-80-32

Former name, former address and former fiscal

vear, if changed since last report Mot Applicable
10.5¢ccunties registercd pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the

RSA

Title of cach Class Mumber of shares of common
stock outstanding
Common stock 610,639 00
Amount of debr ourstanding
P 448,221,049

11. Are any or all of the securities hsted on a Stock Exchange?

Yes |[/] No ||
If yes, state the name of such Stock Exchange and the class/es of securities listed therein:

The Philippine Stock Exchange Inc.



12. Indicare by check mark whether the registrant:
{a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
there under or Sections 11 of the RSA and RSA Rule 11{a)-1 there under, and
Sections 26 and 141 of the Corporaton Code of the Philippines, during the
preceding twelve (12) months (or for such shorter penod the registrant was required
to file such repors)

Yes | /] Ne | ]
(b} has been subject to such filing requirements for the past ninery (90) days.
Yes [/] No | |
PART [--FINANCIAL INFORMATION
Item 1. Financial Statements.

The Interim Financial Statements are attached as Exhibits 1 1o 5 hereof and incorporated herein
by reference.

Exhibiz 1 - Statements of Financial Positon as of March 31, 2021 and Decembser 31, 2020

Exhibit 2 - Statements of Comprehensive Income for the peniods ended March 31, 2021 and
March 31, 2020

Exhibir 3 - Srarements of Changes in Equjr_l.' az of March 31, 2021 and March 31, 2020
Exhibit 4 - Statements of Cash Flow as of March 31, 2021 and March 31, 2020

Fxhibie 5 = Motes to Intenm Financial Informanon

[tem 2 = Management’s Discussion and Analysis of Results of Operations and Financial
Position

Please refer to Exhibit 6 hereof.
Item 3 = Aging of Accounts Receivable

Please refer to Exhibit 7 hereof.
Item 4 = Key Performance Indicators

Please refer to Exhibit 8 hereof.



EXHIBIT 1

CROV™ ASIA CHEMICALS CORPORATION
fF oy Crower Asis Conigrraeslers g e ioc
STATEMENTSE OF FINAMCIAL POSITION
BMARCH 31,200 AND DECEMBER 31, 626

foAlenourriie e Phulippeire Peeor }

'MNALU D TED: AUDMTED
MARCH M, 2021 DECEMBER '“'I 20 50
ASSETLS
CURRENT ASSETS
Cash and cazh wopary wlenie 138 337 elg 188 15 sdT
Tiaide sind aalses svceivaliles AEA 415 ARy e W7 104
Fowesiranies B, djor Bai el 5 RS e
Prepavmnenrs skl orliss CTTeIT ASEeE o meed 104 B4 F 2TH Do, BEE il
Total Cusresns Asseis U3 el B, A0, 630, 8
NMOMCURRENT ASEETS
Meapeeaty, plans snd equepanent - per LI W T ] B 1 3], 300
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Trilaew . — L T n32, A4
Toaal Mon-Current Assers B0l TR, O fos, 688,747
TOTAL ASEETS TH1 e d | 1o, 704 . 208
LIABILITIES AMND EQUITY
CURRENT LIABILITIES
Trade amd other pavalles IBQATLOIE Tl il 13
Losns -ﬂ“-—-ll.l..-ll Pavyalsbs 1857 Taa 2 AR B2
Lsase Liabalivy A sirne i 2 EE AE 3, et Tt
Incorme tax payvabls I8, 187,008 1,171,614
Total Curvent Lisbiliries o aTasEMmas _ eddeians
NMOMOURRENT LIABILITIES
Aongage Pavable 4 Bml AL a4 Bl NER
Laase Liskiliy-Mon Carrent 1% 257, Tl 1 AT Tl
Posi-emplovimeni defived benefin obligasson 1,062 AR 45 B
Dreferved rax isbiliniss . e A RS NTd FL S - Y
Achrances fionn siow khalders A, DA A AT
Total Man-cnrrend Lisbilifies e e ] "3 A5 ONY
Toral Lasbilines A48, 32 D SRS, BAN ST
EQUITY
Capal sk in b Sy, OHIHY o M RN M
Acddaricaal Pasd In cagmal B e EEa LERC AT
Revalusnon isssrces T L A0 A8 NFEF
Reiamed ramangs AAS A | R et L )
Fa™ T T B, ™ Ry DA
Treasury Siock {1,000, DAY} {41,050, B30}
Total Equiry B A3 A0 TS B BT B et B 2N
TOTAL LIABILITIES AND EQUITY 1L, TEI BEE T XS 164, 704, FT0
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EXHIBIT 2

CROWN ASIA CHEMICALS CORPORATION
{Foruedy Crown Asia Compounders Corporaton)
STATEMENTS OF COMPREHENSIVE INCOME
FOR THE THREE (3) MONTHS ENDED MARCH 31, 2021 AND 2020
fAssoisrs i Plulippune Pesos)

FOR THE QUARTER
[NALUDITED

Marech 3. W21 harch 31, 2000

REVENLUE 410,075 biG 320,749 505
COST OF GOODS sOLD — 2 TMeT 22924458
GROSS FROFIT 116,345,759 107,525 138
OTHER OFERATING EXPFENSES 4070093 43R225.55]
OTHER INCOME (CHARGES)
Finanoe coats (532,754} 3918
w currency paans (bosses) - net 766,208 13144
Fiunagsoe incomme B, M5 o 2, 6540 )
Other scome Jii T8 {13, 20u¥)
632 377 130,112
FROFIT BEFORE TAX T2 908,042 ol 719,79
TAX EXPENSE
Croipent moome tax {18, 167,294 (19, 202 844
Dieferred wsrorme tax -
NET PROFIT 34,740,745 45,426,870
OTHER COMPREHENSIVE INCOAME (LOSS)
Iterns chat will not be reclassified subsequenty
i paafil or boss
Revakaton ineemient an land
Rementuemwents -ufpnllt-eutphmr e el
benefit plan
Tax wwoome (expeime)
TOTAL COMPREHENSIVE INCOME 54,740,748 45,476,576
BASIC AND DILUTED EARNINGS PER SHARE 0.0% L

e MNowes fo Finarcial Srarersemrs.




EXHIBIT &

CROWT™ ASIA CHEMICALS CORPORATION
fFammrenly Crowss Asds Coungpaodinokers Corpsorsiron )
STATEMEMNTS OF CHAMGES [N EQUITY
FOR THE THREE () MONTHS ENDED MARCH 31, 2001 ASTY F0M)

FArnannais gp Phudiprsine Pesos?
EWALTDITELD
March M. M2 Alaccly 51, A

CAFITAL STOCK

Balanse at bepinning of ywar LA ] o 301 BAMR_ TR

Issnsamsce of shares during the vear

Balance at end of vear e S e (MR L ]
ADDITIOMNAL PALD I CAPITAL

Balsance at e graming of vear LSRR X MFrFRS

Balasce ai encd of vear .‘I,.ﬂ'!.,lﬂ L ]

REVALUATION RESERVES
Balance ar beginning of vear

As previoushy ceponted 131,459 3.5 L35, 057,545
Effect of revalnation of land = et of tas - — -
As rentated 131459 32 128 0587 545

Bevalaanion of lamd durig the vear

Tax effect of revalustion of lamsd

Benne asensenl of post=-tmploaraenl defired
bernefit - et of tax

Balance at snd of vear

151, 450 3. 18 08T E4E
RETAINED EARMI™NGS
Appropoated
Balance at beginnang of vear
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EXHIBIT 5

CROWN ASIA CHEMICALS CORPORATION
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2021 AND 2020 (UNAUDITED)
{(With Comparative Figures for December 31, 2020)
{Amounts in Philippine Pesos)

CORPORATE INFORMATION

Crown Asta Chemicals Corporation (the Company) was incorporated and regstered
with the Philippine Secunties and Exchange Commussion (SEC) on February 10, 1989
]:mm:ml} to engage in, operate, conduct and maintan the business of manul’:::lunng.
impomng, exporung, buying, selling or otherwise dealing in, at wholesale and retail
such goods as plastic and /or synthetic resins and compounds and other allied or related
products of simalar nature.

The Company’s Board of Directors (BOD) approved the change in name of the
Company from Crown Asia Compounders Corporation to Crown Asia Chemicals
Corporation on March 4, 2014, The SEC approved the change in name of the Company
and the corresponding amendment in the Company’s Articles of Incorporation on
September 29, 2014, The change in name of the Company was registered with the
Bureau of Internal Revenue (BIR) on October 24, 2014.

The Company’s shares were listed in the Philippine Stock Exchange (PSE) on Apdl 27,
2015.

On December 5, 2018, the Company’s BOD approved the adoption of Share Buyback
program whereby the Company is authonzed to reacquire its capital stock from the
public for an aggregate acquisiion price of P10 million.

The Company’s registered office, which is also its prncipal place of business, is located
at Km. 33, McArthur Highway, Bo, Tukmukan, Guiguinto, Bulacan. The Company's
administrative office is located at Units 506 and 508 President’s Tower, No. 81 Timog
Ave,, South Trangle, Quezon City.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

‘The significant accounting policies that have been used in the preparation of these
financial statements are summarized below. These policies have been consistently
apphed to all penods presented, unless otherwise stated.

2.1 Basis of Preparation of Financial Statements
far) Statement of Complance with Philippine Financial Reparting Standards
The financial statements of the Company have been prepared in accordance with

Philippine Financial Reporting Standards (PFRS). PFRS are adopted by the Financial
Reportng Srandards Councl (FRSC) from the pronouncements issucd by the



Intemanonal Accounting Standards Board, and approved by the I’l‘lilippinl.' Board of
Accountancy.

The financial statements have been prepared using the measurement bases specified
by PFRS for each type of asset, hability, income and expense. The measurement
bases are more fully descnbed in the accounting policies that follow,

&) Presentation of Financal §tatenents

The financial statements are presented in accordance with Philippine Accounting
Standard (PAS) 1, Presemtation of Fimanaal Statements. The Company presents the
statement of comprehensive income separate from the statement of profit or loss.

The Company presents a third statement of financial position as at the beginning of
the preceding period when it applies an accounting policy retrospectively, or makes a
retrospective restatement or reclassification of irems that has a matenal effect on the
mnformation in the statement of financal position at the beginning of the preceding
penod. The related notes to the third statement of financial position are not required
tor be disclosed.

fo) Fumctional amd Presentation Chrnency
These financial statements are presented in Philippine pesos, the Company's
functonal and presentation currency, and all values represent absolute amounts
except when otherwise indicated.
Items included in the financial statements of the Company are measured using its
funcoional currency. Functional currency is the currency of the pnmary economic
environment in which the Company operates.

2.2 Adopiion of New and Amended PFRS

fu) Effectioe in 2009 that are Relerant fo the Company

The Company adopted for the first ume the following PFRS, amendments, interpretanons
and annual improvements to PFRS, which are mandatonily effective for annual

pertods beginning on or after January 1, 2019:

PAS 19 (Amendments) :  Employee Benefits - Plan Amendment,
Curtailment or Sertlement
PFRS 9 (Amendments) :  Financial Instruments — Prepayment Features
with Negative

Compensation

PFRS 16 : Leases

International Financial
' Interpretations

Commirtee (IFRIC) 23 :  Uncertainty over Income Tax Trearments

Annual Improvements to

PFRS (2015-2017 Cyele)



PAS 12 (Amendments) :  [Income Taxes — Tax Consequences of
Dividends

PFRS 23 (Amendments) :  Borrowing Costs — &-:liﬂjhi]jl}l fior
Capitalizaton

Dhscussed below are the relevant information abour these pronouncements.

() PAS 19 (Amendments), Emplopee Bemefits — Plan Amendmeni, Curtarlment or
Settlement. The amendments clanfy that past service cost and gain or loss on
sertlement is calculated by measuring the net defined benefir lability or asset
using updated actuanal assumpnons and comparnng the benefirs ﬂfrl;."l'q',ed and
plan assets before and afier the plan amendment, curtailment or settlement
but ignoning the effect of the asset ceiling that may anse when the defined
benefit plan is in a surplus position. Further, the amendments now require
that if an entity remeasures its net defined benefit liability or asset after a plan
amendment, curtailment or settlement, it should also use updated actuanal
assumptions to determine current service cost and net interest for the
remainder of the annual reporting period after the change to the plan. The
application of these amendments had no significant impact on the Company’s
financial statements.

() PFRS 9 (Amendments), Frrandal Instroments — Prepayment Featwres with Jﬁgﬂm
(ﬂﬂj.'l'.lm The amendments clanfy that prepayment fearures with neganve
compensation attached to financial assets may sull qualify under the “solely
payments of pancipal and interests™ (SPPI) test. As such, the financial assers
r.unmuung prepayment features with negative compensation may stll be
classified at amorized cost or at fair value through other comprehensive
income (FVOCI). The application of these amendments had no significant
impact on the Company’s financial statements.

(1) PFRS 16, Laawes. The new standard replaced PAS 17, Laases, and its relared
terpretation IFRIC 4, Determining Whether an Arrungenment Containg a Lease,
Standard Interpretations Committee (S1C) 15, Openating Leases — Incentfves and
SIC 27, Enalwating the Swbstance of Transactions Involring the Legal Form of a Lease.
For lessees, it requires an entity to account for leases “on-balance sheet” by
recognizing a “nght-of-use™ asset and lease liabality ansing from contract thar
i, or contains, a lease.

For lessors, the defininions of the type of lease (Le., finance and operating leases) and
the supporting indicators of a finance lease are substantally the same with the
provisions under PAS 17, In addinon, basic accounnng mh.nnma are alko
similar but with some different or more explicit guidance related 1o varable
payments, sub-leases, lease modificanions, the treatment of mninal direer costs
and lessor disclosures.

The Company has adopred PFRS 16 using the modified retrospective approach as
allowed under the transitional provisions of the standard.

The new accounting policies of the Company as a lessee are disclosed in
MNaote 2.13().



Discussed below are the relevant information ansing from the Company’s adoption

of PFRS 16 and how the related accounts are measured and presented on the
Company's financial statements.

a. For contracts in place at the date of inital application, the Company has
elected to apply the definition of a lease from PAS 17 and IFRIC 4 and
has not lpp].ie-d PFRS5 16 to arrangements that were previously not
identified as leases under PAS 17 and IFRIC 4.

b. The Company recognized lease liabilities in relation to leases which had
previously been classified as operating leases under PAS 17. These
liabilities were measured at the present value of the remaining lease

payments.

€. The Company has elected not to include inital direct costs in the
measurement of aght-of-use assets at the date of inital applicanon. The
Company also elected to measure the right-of-use assets at an amount
equal to the lease liability adjusted for any prepaid lease payments and
estimated cost to restore the leased asset that existed as ar January 1, 2019.

d.  For leases previously accounted for as operating leases with a remaining
lease rerm of less than 12 months and for leases of bow-value assets,
the Company has applied the optional exemptions to not recognize
right-of-use assets but to sccount for the lease expense on a straight-line
basis over the remaiming lease rerm.

¢. The Company has also used the following practical expedients, apart from
thase already mentioned above, as permitted by the standard:

1. application of a single discount rate to a portfolio of leases with
reasomably similar characteristics;

il reliance on its histonical assessments on whether leases are onerous as
an alternative to performing an impairment review on nght-of-use
aAssets,

mi. wuse of him‘l'!iil;hr ik d:t:nnhi:ing the lease term where the conteact
containg options to extend or terminate the lease.

(i) IFRIC 23, Umoertainty over Income Teaoe Treatments. ‘This interpretation provides

clarfication on the determination of taxable profir, tax bases, unused tax losses,
unused tax credits, and tax rates when there is uncertainty over income tax
treatments. The core panciple of the interpretation requires the Company to
consider the probability of the tax treatment being accepted by the taxation
authority. When it is probable that the tax treatment will be accepted, the
determination of the taxable profit, tax bases, unused tax losses, unused tax
credits, and tax rates shall be on the basis of the accepted tax treatment.
Otherwise, the Company has to use the most likely amount or the expected
value, depending on the surrounding circumstances, in determining the tax
accounts identified immediately above.

Annual Improvements to PFRS 2015-2017 Cycle. Among the
improvements, the following amendments are relevant to the Company:



o  PAS 12 (Amendments), [moome Taxes — Taoe Consequences of Dividendr. The
amendments clarify that an ennity should recognize the income tax
consequence of dividend payments in profit or loss, other comprehensive
mcome or equity according to where the entity orginally recognized the
transactions that generated the distnbutable profies.

¢ PAS 23 (Amendments), Bormsrne Castr — Edigibility for Capitakgation. The
amendments clarify that if any specific borrowing remains outstanding afrer
the related qualifying asset is ready for its intended use or sale, such borrowing
15 treated as part of the entity’s general borrowings when calculating the
capitalization rate.

(b} Effective in 2019 that are not Relevant to the Company

Among the annual improvements to PFRS 2015-2017 Cyele which are mandatonly

fel

effective for annual periods beginning on or after January 1, 2019, the amendments
o PFRS 3, Business Combinations, PFRS 11, Joine Arrangemvenis and PFRS 28, lwvestment
i Associates and Jornt | entsres — Lomg-termy Interest in Associates amd [orns Vemtures are not
relevant to the Company’s financial statements.

Effective Subsequent to 2019 but wot Adopred Farly

There are new PFRS, interpretation, amendments and annual improvements to
existing standards effective for annual periods subsequent o 2019, which are
adopted by the FRSC. Management will adopt the following relevant
pronouncements in accordance with their transitional provisions; and, unless
otherwise stated, none of these are expected to have significant impact on the
Company’s financial statements:

M  PAS 1 (Amendments), Presewtation of Fimanaal Statements and PAS 8
(Amendments), ~loowwiing Polcer, Chawges in Tocownting Fattmaters and Frrors —
Diefimition of Material (effective from January 1, 2020). The amendments
provide a clearer definition of ‘material’ in PAS 1 by including the concept of
‘obscuning” material information with immatenial information as part of the
new definition, and clanfying the assessment threshold (i.c., nisstatement of
informanon is matenal if it could reasonably be expecred 1o influence
decisions made by primary users, which consider the characteristic of those
users as well as the entity’s own circumstances). The defininon of material in
PAS 8 has been accordingly replaced by reference to the new definition in
PAS 1. In addinon, amendment has also been made in other Standards that
contain definition of matenal or refer to the term ‘matenal’ to ensure
CONSIStEnCy.

(i) Revised Conceprual Framework for Financial Reporung (effective from
January 1, 2020). The revised conceprual framework will be used in standard-
setting decisions with immediate effect. Key changes include (a) increasing
the prominence of stewardship in the objective of financial reporting, (b)
reinstating prudence as a component of neutrality, (c) defining a reporting
ennry, which may be a legal entity, or a portion of an entity, (d) revising the
defininons of an asset and a Lability, (¢) removing the probability threshold



for recognition and adding guidance on derecogninion, (f) adding guidance on
different measurement basis, and, (g) stating thar profit or loss is the primary
performance indicator and that, in principle, income and expenses in other
comprehensive income should be recycled where this enhances the relevance
or faithful representanion of the financial statements.

Mo changes will be made to any of the current accounnng standards. However,
entinies that rely on the framework in determining their accounting policies
for transacnions, events or conditions that are not otherwise dealr with under
the accounting standards will need to apply the revised framework from
January 1, 2020, These entities will need to consider whether their accounting
policies are stll appropnate under the revised framework.

2.3 Segmemnt Reporting

Operating segments are reported in a manner consistent with the internal reporting
provided to the Company’s strategic steening commuattee, its chief operating
decision-maker. The strategic steering commurtee is responsible for allocanng resources
and assessing performance of the operating segments.

In identifying its operating segments, management generally follows the Company’s
products and service lines as disclosed in Note 4, which represent the main products and
services provided by the Company.

Each of these operating segments is managed separately as each of these service lines
requires different technologies and other resources as well as markenting approaches.
All inter-segment transfers are carned out at arm's length prices.

The measurement policies the Company uses for segment reporting under PERS 8,
Oiperating 3egments, are the same as those used in its financial statements. However,
corporate asscts which are not directly anmnbutable to the business activities of any

operating segment are not allocated to any segment.

There have been no changes from pnor periods in the measurement methods used 1o
determine reported segment profit or loss.

24 Financial Assets

Financial assets are recognized when the Company becomes a party to the contractual
terms of the financial instrument. For purposes of classifying financial assets, an
mstrument 15 considered as an equity mstrument if it 15 non-denvative and meets the
defimition of equaty for the issuer in accordance with the cntena of PAS 32, Faramdal
Instrwments: Presentation. All other non-denvative financial instruments are treated as debt
INStrEments.

fa) Clasmffoation, Measwrement and Reclacoifoation of Fimanaal Assets



Financial assets other than those designated and effective as hedging instruments arc

fl}

classified into the following categones: financial assers ar amoruzed cost, financial
assets at FVOCI, and financial assets at FVTPL. Under PFRS 9, the classificaton
and measurement of financial assets is drven by the entity’s business model for
managing the financial assets and the contractual cash flow charactenstics of the
financial assets. Financial assets at amortized cost s the only classification
applicable to the Company. The classification and measurement of the Company's
relevant financial assets are descnbed below,

Financial assets are measured at amortized cost if both of the followang conditions

are mei:

# the asset is held within the Company’s business model whose objective is 1o
hold financial assets m order to collect contractual cash flows Mhold o
colleet™); and,

&  the contracmual terms of the instrument give nse, on specified dates, to cash
flows that are SPPI on the principal amount outstanding,

Except for trade receivables that do not contain a significant financing component
and are measured at the transaction price in accordance with PFRS 15, all financial
assets meeting these eriteria are measured initially ar fair value plus transaction costs.
These are subsequently measured ar amortized cost using the effective interest
method, less any impairment n value.

The Company’s financial assets at amortized cost in accordance with PFRS 9 are
presented as Cash and Cash Equivalents, Trade and Other Recervables (except
Advances and portion of Other receivables) and Secunity deposits (presented under
Other Non-current Assets) in the statement of financial positon.

Interest income is calculated by applyving the effective interest rate to the gross
carrying amount of the financial assets except for those that are subsequently
idennficd as credit-impaired. For credit-impaired financial assets at amortized cost,
the effective interest rare 15 applied 1o the ner carrying amount of the financial assets
{after deduction of the loss allowance). The interest camed i= recognized in the
statement of profit or loss as part of Finance Income under Other Income

(Charges),
Lempasrmment of Fimamaal Lisets

At the end of the reporting penod, the Company assesses its ECL on a
forward-looking basis associared with its financial assets carned at amortired cost.
Recognition of credit losses is no longer dependent on the Company's identification
of a credit loss event. Instead, the Company considers a broader range of
mformation in assessing credit nsk and measunng expected credie losses, including
past events, current conditions, reasonable and supportable forecasts that affect
collectability of the future cash flows of the financial assers.

The Company applies the simplified approach in measunng ECL., which uses a
liferime expected loss allowance for all rade receivables, These are the expected
shortfalls in contracmal cash flows, considering the potential for default ar any poant



fcl

during the life of the financial assets. To calculate the ECL, the Company uses its
historical experience, external indicators and forward-looking information to
caleulare the ECL using a provision mamx. The Company also assesses impairment
of trade receivables on a collective basis as they possess shared credir nsk
characteristics and have been prouped based on the days past due.

The key elements used in the caleulation of ECL are as follows:

o Probability of defawlt - It is an estimate of hkelthood of default over a given time

horzon.

o Lass given defands — It 1s an estimate of loss ansing in case where a default occurs at
a given time, It is based on the difference between the contractual eash flows of
a financial nstrument due from a counterparty and those that the Company
would expect to receive, including the realization of any collateral.

o Fxpagre ai defawlt — It represents the gross carrying amount of the financial
instruments subject to the impairment calculation.

L]

Measurement of the ECL is determined by a probability-weighted esimate of credit

losses over the expected life of the financial instrument.

The amount of ECL required to be recognized during the year is presented as
Impairment loss under Other Income (Charges). Reversal of loss allowance, if
applicable, is recognized in the statement of profit or loss as part of Other mcome
under Other Income (Charges).

Derecognition of Fimancial Assets

The financial assets {or where applicable, a part of a financial asset or part of a group

of financial assets) are derecognized when the contractual rights to receive cash
flows from the financial instruments expire, or when the financial assets and all
substantial risks and rewards of ownership have been transferred to another party.

If the Company neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Company recognizes
its retained interest in the asset and an associated liability for amounts it may have to
pay. If the Company retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Company continues to recognize the financial asset
and also recognizes a collateralized borrowing for the proceeds received.

2.5 Inventorics

Inventories are valued at the lower of cost and net realizable value. Cost is determined
using the weighted average method. Finished goods include the cost of raw marenals,
direct labor and a proportion of manufacturing overhead based on actual units produced.
The cost of raw materials includes all costs directly artributable 1o acquisinons, such as
the purchase price, import duties and other taxes that are not subsequently recoverable
from taxing authontics,



Net realizable value is the estimated selling price in the ordinary course of business, less
the estimated costs of completion and the estimated costs necessary to make the sale.
Net realizable value of raw materials is the carrent replacement cost

The asset’s carrying amount is written down immediately to its recoverable amount if the
asset’s carrying amount is greater than its estimated recoverable amount.

2.6 Prepaymenis and Other Assets

Prepayments and other assets, which are non-financial assets, pertain to other resources
controlled by the Company as a result of past events. They are recognized at cost in the
financial statements when it is probable that the future economic benefits will flow to the
Company and the asset has a cost or value that can be measured reliably. These are
subsequently charged to profit or loss as utilized or reclassified to another asset account

if capitalizable.

Other recognized assets of similar nature, where future economic benefits are expected
to flow to the Company bevond one vear after the end of the reporting period or in the
normal operating cycle of the business, if longer, are classified as non-current assets.

Advances to suppliers that will be applied as payment for future purchase of inventones
are classified and presented under the Prepayments and Other Current Assets account in
the statement of financial position. On the other hand, advances to supphiers thart will be
applied as payment for future acquisition of construction of property, plant and
equipment are classified and presented under the Other Non-current Asscts account,
The classification and presentation is based on the eventual realization of the asset to
which it was advanced fior.

The asset’s carrying amount is written down immediately to its recoverable amount if the
asset’s carrying amount is greater than its estimated recoverable amount.

2.7 Property, Plant and Equipment

Property, plant and equipment, except land, are initially recognized ar cost and
subsequently carried at cost less accumulated depreciation, amortization and any
impairment in value. As no finite useful life for land can be determined, the related

carrying amount is not depreciated.

The cost of an asset comprises its purchase price and directly attnbutable costs of
bringing the asset 1o working condition for its intended use. Expenditures for
additions, major improvements and renewals are capitalized, while expendinures for
repairs and maintenance are charged to expense as incurred.

Following initial recognition at cost, land is carned ar revalued amount which is the fair
value at the date of the revaluation as determined by independent appraisers. Revalued
amount is the fair marker value determined based on appraisal by external professional
valuer once every two yvears or more frequenty if market factors indicare a materal

change in fair value.

Any revaluation surplus is recognized in other comprehensive income and eredited to the
Revaluation Reserves account in the statement of changes in equity. Any revaluation



deficit directly offsetting a previous surplus in the same asset is charged to other
comprehensive income to the extent of any revaluation surplus m cquity relating to this
asset and the remaining deficit, if any, is recognized in profit or loss. Upon disposal of
revalued assets, amounts included in Revaluation Reserves relating to the assets are
transferred to Retained Earnings, net of tax.

Diepreciation and amortization are computed on the straight-line basis over the estimated
useful lives of the assets as follows:

Land improvements 5 years
Building and improvements 3-10 years
Transportation equipment 3-T years
Machinenes, factory, and other equipment 3-15 years
Furniture, fixtures and office equipment 3.5 years

Leaschold improvements presented as part of Buillding and improvements are amortized
over the asset’s estimated uscful lives or applicable lease terms, whichever is shorter.

Construction in progress represents properties under construction and is stated ar cost.
This includes cost of construction, applicable bormowing costs and other direct costs.
The account is not depreciated until such time that the assets are completed and available
fior use.

The asset’s carrying amount is written down immediately to its recoverable amount if the
asset’s carrying amount is greater than its estmated recoverable amount.

Fully depreciated and amortized assets are retained in the account unul they are no longer
in use and no further charge for depreciation and amortization 1s made in respect to
those assets.

The residual values, estimated useful lives and method of depreciation and amaortization
of property, plant and equipment are reviewed, and adjusted if appropriate, at the end of
each reporting penod.

An item of property, plant and equipment, including the related accumulared
depreciation, amortization and any impairment losses, is derecognized upon disposal or
when no future economic benefits are expected to arise from the connnued use of the
asset. Any gain or loss arising on derecognition of the asset (calculared as the difference
between the net disposal proceeds and the carrying amount of the item) is included in
profit or loss in the year the item is derecognized.

28 Intangibie Assets

Intangible assets include registered trademarks which are accounted for under the cost
madel. The cost of the asset is the amount of cash or cash equivalents paid or the fair
value of the other considerations given up to acquire an asset at the ume of s
acquisition or production. Capitalized costs are amorized on a straight-line basis over
the estimated uscful lives over ten vears as the lives of these ntangible assets are
considered finite. Intangible assets are subject to impairment testing, The carrying
amounts of the intangible assets are presented as Trademarks under Other Mon-current
Assets account in the statement of financial position.



When an intangible asset is disposed of, the gain or loss on disposal is determined as
the difference berween the proceeds received and the carrying amount of the asset

and is recognized in profit or loss.
2.9 Financial Liabilities

Financial liabilities, which include Trade and Other Payables (except Advances from
customers and tax-related payables), Loans and Mortgage Payables and Advances from
Stockholders, are recognized when the Company becomes a party to the contractual
terms of the instrument. All interest-related charges incurred on financial habilities are
recognized as an expense in profit or loss under the caption Finance Costs in the
statement of profit or loss,

Trade and other payables, loans and mortgage payables and advances from stockholders
are recognized initially at their fair values and subsequently measured ar amortized cost,
using effective interest method for those with maruntics beyond one year, less setthement

].'I:I.!.'l!l'!l.l:‘l'lﬁ.

Dividend distributions to stockholders are recognized as financial liabilities upon
declaration by the Company's BOD.

Interest-bearing loans, if any, normally anse from the funding of certain construction
projects and working capital loans raised for support of short-term funding of operations
and are recognized initially at the transaction price (1.c., the present value of cash payable
to the bank, including transaction costs). Finance costs are charged to profit or loss on
an accrual basis (except for capitalizable bomowing costs which are added as part of the
cost of qualifying asset) using the effective interest method and are added to the carryng
amount of the instrument to the extent that these are not settled in the peniod in which
they anse.

Financial liabilities are classified as current hiabilities if payment is due to be sertled within
one vear o less after the end of the reporting period (or in the normal operating cycle of
the business, if longer), or the Company does not have an unconditional right to defer
settlement of the liability for at least 12 months after the end of the reporting peniod.
Otherwise, these are presented as non-current liabilities.

Financial liabilities are derecognized from the statement of financial position only when
the obligations are extinguished either through discharge, cancellation or expiration. The
difference between the carrying amount of the financial liability derecognized and the
consideration paid or payable is recognized in profit or loss.

210  Offserting Financial Instruments

Financial assets and financial lubilities are offset and the resuling net amount,
considered as a single financial asset or financial liability, is reported in the statement of
financial position when the Company currently has legally enforceable right to set off the
recognized amounts and there is an intention to settle on a net basis, or realize the asset
and settle the liability simultaneously. The nght of set-off must be available at the end of
the reporting period, that is, it is not contingent on future event. [t must also be
enforceable in the normal course of business, in the event of default, and in the event of
insolvency or bankruptey; and, must be legally enforceable for both entitics and all
counterparties to the financial instruments.



2.11 Provisions and Contingencies

Provisions are recognized when present obligations will probably lead to an outflow of
economic resources and they can be estimated reliably even if the tming or amount of
the outflow may stll be uncertain. A present obligation anses from the presence of a
legal or constructive obliganon that has resulted from past events.

Provisions are measured at the estimated expenditure required to settle the present
obligation, based on the most reliable evidence available at the end of the reporting
peniod, including the risks and uncertainties associted with the present obligation.
Where there are a number of similar obligations, the likelihood that an outflow will be
required in settlement is determined by considening the class of obligations as a whole.
When time value of money is material, long-term provisions are discounted to their
present values using a pre-tax rate that reflects market asscssments and the nisks specific
to the obligation. The increase in the provision due to passage of time is recognized as
interest expense. Provisions are reviewed at the end of each reporting penod and
adjusted to reflect the current best estimate,

In those cases where the possible outflow of economic resource as a result of present
obligations is considered improbable or remote, or the amount to be provided for cannot
be measured reliably, no hability is recognized in the financial statements. Similarly,
possible inflows of economic benefits to the Company that do not yet meet the
recognition criteria of an asset are considered contingent assets, hence, are not
recognized in the financial statements. On the other hand, any reimbursement that the
Company can be virtually certain to collect from a third party with respect to the
obligation is recognized as a separate asset not exceeding the amount of the related

2.12 Revenue and Expense Recognition

Revenue comprises sale of goods measured by reference to the fair value of
consideration received o receivable by the Company for goods sold, excluding value-
added tax (VAT).

To determine whether to recognize revenue, the Company follows a five-step process:

(1) idennfying the contract with a customer;

(2) identifving the performance obligation;

(3) determining the rransaction price;

(4) allocating the transaction price to the performance obligations; and,
(5) recogniring revenue when/as performance obligations are satisfied.

For Step 1 to be achieved, the following five gating criteria must be presene:

(i) the parties to the contract have approved the contract either in wnting, orally or in
sccordance with other customary business practices;

(i) each party’s nghts regarding the goods or services to be ransferred or performed
can be idennfied;

(iii) the payment terms for the goods or services to be transferred or performed can be
identified;



(iv) the contract has commercial substance (Le., the rizk, timing or amount of the
future cash flows is expected to change as a result of the contract); and,
(v) eollection of the consideration in exchange of the goods and services is probable.

Revenue is recognized only when (or as) the Company satisfies a performance obliganon by
transferring control of the promised goods or services to a customer. The transfer of
control can occur over tiMe OF at a point in tme.

A performance obligation is satisfied at a point in time unless it meets one of the following
criteria, in which case it is satisfied over ome:

(i) the customer simultaneously receives and consumes the benefits provided by the
Company’s performance as the Company performs;

(ii) the Company’s performance creates or enhances an asset that the customer
controls as the asset is created or enhanced; and,

(iii) the Company’s performance does not create an asset with an alternative use to the
Company and the entity has an enforceable nght to payment for performance
completed o date.

The Company enters into transactions involving the sale u-fgnmds. representing compounds,
pipes and roofing products. The transacton prce allocated o the performance
obligations satisficd at a point in time is recognized as revenue when control of the
goods or services transfers to the customer, As a matter of accounting policy when
applicable, if the performance obligation is satisfied over time, the transaction price
allocated to that performance obligation is recognized as revenue as the performance
obligation 1s sansfied.

Specifically, revenue from sale of goods is recognized when the control over the goods has been
transferred at a point in ome to the customer, i.e. generally when the customer has
acknowledged delivery of goods. Invoices for goods transferred are due upon receipt by
the customer.

As applicable, if the Company is required to refund the related purchase price for retumed
goods, it recognizes a refund hability for the expected refunds by adjusting the amount
of revenues recognized during the period.  Also if applicable, the Company recognizes
a right of return asset on the goods to be recovered from the customers with a
corresponding adjustment 1o Cost of Goods Sold account.  However, there were no
contracts that contained significant night of retum armangements that reman

outstanding during the reportng periods.

In obtaining customer contracts, the Company incurs incremental costs. As the expecred
amortization period of these costs, if capinalized, would be less than one vear, the
Company uses the practical expedient in PFRS 15 and recognizes as outright expenses
such costs as incurred. The Company also incurs costs in fulfilling contracts with
customers. However, as those costs are within the scope of other financial reportung
standards, the Company accounts for those costs in sccordance with accounting policies
related to those financial reporting standards.

Costs and expenses are recognized in profit or loss upon unlizanon of the goods and/or
services or at the dare they are incurred.  All finance costs except for the capitalized
borrowing costs, if any, are reported in profit or loss on an accrual basis,



2.13 Leases — Company as Lessec
(1) Accownting jor Leases in AAccordance with PFRY 16

For any new contracts entered into on or after January 1, 2019, the Company
conssders whether a contract is, or contains, a lease. A lease 1s defined as a contract,
or part of a contract, that conveys the right to use an asset (the underlving asser) for
a period of time in exchange for consideration. To apply this definition, the
Company assesses whether the contract meets three key evaluations which are
whether:

* the contract contains an identified asset, which is either explicitly identified n the
contract or implicitly specified by being identified at the time the asset 15 made
available to the Company;

o the Company has the right to obtain substantially all of the economic benefirs
from use of the identfied asset throughout the penod of use, considenng its
rights within the defined scope of the contracr; and,

e the Company has the right to direct the use of the idenufied asset throughout the
period of use. The Company assess whether it has the right to direct *how and
for what purpose’ the asset is used throughout the penod of use.

At lease commencement date, the Company recognizes a nght-of-use asset and a
lease liability in the statement of financial position. The nght-of-use asset 1
measured at cost, which is made up of the initial measurement of the lease habiliry,
any initial direct costs incurred by the Company, an estimate of any costs to
dismantle and remove the asset at the end of the lease, and any lease payments made
in advance of the lease commencement date (net nl'nn} mcentives received).
Subsequently, the Company depreciates the nght-of-use asset on a straight-line basis
from the lease commencement date o the earlier of the end of the useful life of the
right-of-use asset or the end of the lease term. The Company also assesses the
right-of-use asset for impairment when such indicators exist.

On the other hand, the Company measures the lease liability ar the present value of
the lease payments unpaid at the commencement date, discounted using the interest
rate implicit in the lease if that rate is readily available or the Company’s incremental
boreowing rate. Lease payments include fixed payments (including m-substance
fixed) bess lease incentives receivable, if any, vanable lease payments based on an
index or rate, amounts -::rpu:ctn:l to be payable under a residual value guarantee, and
payments ansing from options (either renewal or termination) reasonably certan o
be exercised. Subsequent to inital measurement, the hability will be reduced for
payments made and increased for interest. It is remeasured to reflect any
reassessment of modification, or if there are changes in in-substance fixed
payments. When the lease liability is remeasured, the corresponding adjustment 15
reflected in the night-of-use asset, or profit and loss if the nght-of-use asset 13
already reduced to zero,

The Company has elected to account for short-term leases and leases of low-value
asscts using the practical expedients. Instead of recognizing a right-of-use asset and



lease liability, the payments in relation to these are recognized as an expense in
profit or loss on a straight-line basis over the lease term.

On the statement of finaneial position, nght-of-use assets and lease labilities have
been presented separately from property, plant and equipment and other habilines,
respectively.

(i) Accowniing for eases in Accordance with PAS 17

Leases which transfer to the Company substantially all risks and benefits incidental
to ownership of the leased item are classified as finance leases and are recognized as
assets and liabilities in the statement of financial position at amounts equal to the
fair value of the leased property at the inception of the lease or, if lower, at the
present value of minimum lease payments. Lease payments are apportioned
between the finance costs and reduction of the lease liability so as to achieve a
constant rate of interest on the remaining balance of the habiliry.

Finance costs are recognized in profit or loss. Capitalized leased assets are
depreciated over the shorter of the estimated useful life of the asset or the lease
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Finance lease obligations, net of finance charges, are included in Interest-beanng
Loans and Borrowings account in the statement of financial position. Leases which
do not transfer to the Company substantially all the risks and benefits of ownership
of the asset are classified as operating leases. Operating lease payments (net of any
incentive received from the lessor) are recognized as expense in profit or loss on a
straight-line basis over the lease term. Associated costs, such as repairs and
maintenance and insurance, are expensed as incurred.

The Company determines whether an arrangement is, or contains, a lease based on
the substance of the arrangement. It makes an assessment of whether the
fulfillment of the arrangement is dependent on the use of a speafic or identified
asset or assets and the arrangement conveys a right to use the asset for a penod of
mime in exchange for consideration.

2.14 Foreign Currency Transactions and Translation

The accounting records of the Company are maintained in Philippine pesos. Foreign
currency transactions during the period are translated into the funcoonal currency at
exchange rates which approximate those prevailing on transaction dates.

Foreign currency gains and losses resulting from the settlement of such transactions and
from the translation at penod-end exchange rates of monetary assets and labilitics
denominated in foreign currencies are recognized in profit or loss.

2.15 Impairment of Non-financial Assets
The Company's property, plant and equipment, intangible assets (presented under the

Other Mon-current Assets account) and other non-financial assets are subject to
impairment resting.  All other individual assets are rested for impairment whenever



events or changes in circumstances indicate that the carrving amount of those assets may
not be recoverable.

For purposes of assessing impairment, assets are grouped ar the lowest levels for which
there are separately identifiable cash flows (cash-generating units). As a result, assets are
tested for impairment either individually or at the cash-generating unat level.

Impairment loss is recognized in profit or loss for the amount by which the asset or
cash-generating unit’s carrying amount exceeds its recoverable amounts, which is the
higher of its fair value less costs to sell and its value in use. In determining value in use,

estimates the expected future cash flows from each cash-generating unit
and determines the suitable interest rate in order to calculate the present value of those
cash flows. The data used for impairment testing procedures are directly linked o the
Company’s latest approved budget, adjusted as necessary to exclude the effects of asset
enhancements. Discount factors are determined individually for each cash-generating
unit and reflect management's assessment of respective nisk profiles, such as market and
asset-specific nsk factors.

All assets are subsequently reassessed for indications that an impairment loss previously
recognized may no longer exist. An impairment loss is reversed if the asset’s or
cash-generating unit's recoverable amount exceeds its carrying amount.

2.16 Employee Benefits

The Company provides short-term and post-employment benefits to employees through
defined benefit and defined contribution plans, and other employee benefits which are
recognized as follows:

(@)  Short-terme Erployee Bemefits

Short-term employee benefits include wages, salaries, bonuses, and non-monetary
benefits provided to current employees, which are expected to be settled before
twelve months after the end of the annual reporting peniod during which an
employee services are rendered, but does not include rermination benefits. The
undiscounted amount of the benefits expected to be paid in respect of services
rendered by employees in an accounting period is recognized in the profit or loss
during that period and any unsettled amount at the end of the reporting period is
included as part of Accrued expenses under Trade and Other Payable account in
the statement of financial posinon.

(b  Past-employment Difimed Benefit Plan

A defined benefit plan is a post-employment plan that defines an amount of
post-employment benefit that an employee will receive on retirement, usually
dependent on one or more factors such as age, years of service and salary. The
legal obligation for any benefits from this kind of post-employment plan remains
with the Company, even if plan assets for funding the defined benefir plan have
been acquired. Plan assets may include assets specifically designated 1o a long-term
benefit fund, as well as qualifying insurance policies. The Company’s defined
benefit post-employment plan covers all regular full-time employees. The pension
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plan is partially funded, tax-qualified, noncontnbutory and administered by a
trustee.,

The liability recognized in the statement of financial position for a defined benefir
plan is the present value of the defined benefit obligation at the end of the
reporting period less the fair value of plan assets. The defined benefit obligation s
calculated annually by independent actuarics using the projected unit credit
method. The present value of the defined benefit obligarion is determined by
discounting the estimated future cash outflows for expected benefit payments using
a discount rare derived from the interest rares of a zero coupon government bonds
[using the reference rates published by Bloomberg using its valuation technology,
Bloomberg Valuation (BVAL]], that are denominated in the currency in which the
benefits will be paid and that have terms to maturity approximating to the terms of
the related post-employment hability. BVAL provides evaluated prces that are
based on market observations from contributed sources.

Remeasurements, comprising of actuarial gains and losses anising from expenience
adjustments and changes in actuarial assumptions and the return on plan assets
(excluding amount included in net interest), are reflected immediately in the
statement of financial position with a charge or credit recognized in other
comprehensive income in the period in which they arise. Net interest is calculared
by applying the discount rate at the beginning of the penod, taking account of any
changes in the net defined benefit liability or asset during the period as a result of
contributions and benefit payments. Net interest is reported as part of Finance
Costs or Finance Income in the statement of profit or loss.

Past service costs are recognized immediately in profit or loss in the peniod of a
plan amendment or curtailment.

Post-employment Defined Cantribation Plan

A defined contribution plan is a post-cmployment plan undes which the
Company pays fixed contributions into an independent enaty. The Company has
no begal or constructive obligations to pay further contributions after payment of
the fixed contribution. The contributions recognized in respect of defined
contribution plans are expensed as they fall due. Liabilities and assets may be
recognized if underpayment or prepayment has occurred and are included in
current liabilities or current assets as they are normally of a short-term nature.

Termination Benefits

Termination benefits are payable when employment is terminated by the Company
before the normal retirement date, or whenever an emplovee accepts voluntary
redundancy in exchange for these benefits. The Company recognizes termuination
benefits at the earlier of when it can no longer withdraw the offer of such benefirs
and when it recognizes costs for a restrucruring that is within the scope of PAS 37,
Prorisians, Contingent | iakilities and Contingent A1uiets, and involves the payment of
termination benefits. In the case of an offer made to encourage voluntary
redundancy, the termination benefits are measured based on the number of
employees expected 1o accept the offer. Benefits falling due maore than

12 months after the reporting period are discounted to their present value.



fe)  Compensated Abiences

absences arc recognized for the number of paid leave days
(including holiday entitlement) remaining at the end of the reporung penod. They
are included in the Trade and Other Payables account in the statement of financial
position at the undiscounted amount that the Company expects to pay as a result
of the unused enutdement.

2.17 Borrowing Costs

Borrowing costs are recognized as expenses in the period in which they are incurred,
except to the extent that they are capitalized. Borrowing costs that are directly
attributable to the acquisition, construction or production of a qualifying asset

(Le., an asset that takes a substantial period of time to get ready for its intended use or
sale) are capitalized as part of cost of such asset. The capitalizanon of borrowing costs
commences when expenditures for the asset and borrowing costs are being incurred and
activities that are necessary to prepare the asset for its intended use or sale are in
progress. Capitalization ceases when substantally all such activities are complete.

Investment income eamed on the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the borrowing costs eligible for

capitalization.
2 18 Income Taxes

Tax expense recognized in profit of loss comprises the sum of deferred tax and current
tax not recopnized in other comprehensive income or directly in equity, if any.

Current tax assets or labilities comprise those claims from, or obligations to, fiscal
authorities relating to the current or prior reporting period, that are uncollected or
unpaid at the end of the reporting period. They are calculated using the tax rates and tax
laws applicable to the fiscal periods to which they relate, based on the taxable profit for
the year. All changes to current tax assets or liabilities are recognized as a component of
tax expense in profit or loss.

Deferred tax is accounted for using the liability method on temporary differences at the
end of each reporting period between the tax base of assers and liabilities and their
carrying amounts for financial reporting purposes. Under the liability method, wath
certain exceptions, deferred tax habilities are recognized for all taxable temporary
differences and deferred tax assets are recognized for all deducnble temporary
differences and the carry forward of unused tax losses and unused tax credits to the
extent that it is probable that raxable profit will be available against which the
deductible temporary differences can be vnlized. Unrecognized deferred tax assets are
reassessed at the end of each reporting period and are recognized to the extent that it
has become probable that future taxable profit will be available to allow such deferred
tax assets to be recovered.

Dieferred tax assets and habilities are measured at the tax rates that are expected to apply
in the period when the asset is realized or the hability is sertled provided such rax rates
have been enacted or substantively enacted at the end of the reporting penod.



The carrying amount of deferred tax assets is reviewed at the end of each reporting
period and reduced to the extent that it is probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be utilized.

The measurement of deferred tax labilities and assets reflects the tax consequences that
would follow from the manner in which the Company expects, at the end of the
reporting period, to recover of settle the carrying amount of its assets and liabilities. For
purposes of measuring deferred tax liabilities for land that is measured using the fair
value model, the land’s carrying amount is presumed to be recovered entirely through
sale as an ondinary asset.

Most changes in deferred tax assets or liabilitics are recognized as a component of tax
expense in profit or loss, except to the extent that it relates to items recognized in other
comprehensive income or directly in equity. In this case, the tax effect is also recognized
in other comprehensive income or directly in equiry, respectively.

Deferred tax assets and deferred tax liabilities are offset if the Company has a legally
enforceable right to set off current tax assets against current tax labihties and the
deferred taxes relate 1o the same axation authonry.

2.19 Related Party Transactions and Relationships

Related party transactions are transfers of resources, services or obligations between the
Company and its related parties, regardless whether a price is charged.

Parties are considered to be related if one party has the ability to control the other party
or exercise significant influence over the other party in making financial and operanng
decisions. These parties include: (a) individuals owning, directly or indirectly through
one or more intermediaries, control o are controlled by, or under common control with
the Company; (b) associates; () individuals owning, directly or indirectly, an interest in
the voting power of the Company that gives them significant influence over the
Company and close members of the family of any such individual; and, (d) the
Company's funded retirement plan.

In considering each possible related party relationship, attention is directed to the
substance of the relationship and not merely on the legal form.

Transactions amounting to ten percent (10%) or more of the total assers based on the
latest audited financial statements that were entered into with the related parties are
considered matenal.

All individual material related party transactions shall be approved by at least rwo-thirds
vote of the BOD, with at least a majority of the independent directors voung to approve
the material related party transactions. In case that a majority of the independent
directors’ vote is not secured, the marerial related party transaction may be ratified by the
vote of the stockholders representing at least two-third of the outstanding capital stock.
For aggregate related party transactions within a 12-month period that breaches the
matertality threshold of 10 percent (10%4) of the Company’s total assets based on the
latest audited financial statements, the same BOD approval would be required for the
transactions that meet and exceed the materiality threshold covering the same related

party-



2.20 Equity

Capital stock represents the nominal value of shares that have been issued.
Additional paid-in capital includes any premium received on the issuance of capiral stock.
Any transaction costs associated with the issuance of shares are deducted from addinonal

paid-in capital.

Revaluation reserves account pertains to remeasurements of post-employment defined
benefit plan. It also includes the fair value gains and losses due to the revaluation of
land.

Retained earnings, the appropriated portion of which, if any, is not available for dividend
distribution, represent all current and prior period results of operations as reported in the
staternent of profit or loss, reduced by the amounts of dividends declared.

2.21 Eamings per Share

Basic earnings per share (EPS) is computed by dividing net profit by the weighted
average number of shares issued and cutstanding, adjusted retroactively for any stock
dividend, stock split or reverse stock split declared duning the current period.

Dyiluted EPS is computed by adjusting the weighted average number of ordinary shares
cutstanding 1o assume conversion of dilutive pmm'rhl ahares,

2.22 Events After the End of the Reporting Period

Any post year-end event that provides additional information about the Company’s
financial position at the end of the reporting period (adjusting event) is reflected in the
financial statements. Post year-end events that are not adjusting events, if any, are
disclosed when material to the financial statements.

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of the Company’s financial statements in accordance with PFRS requires
management to make judgments and estimares that affect the amounts reported in the
financial statements and related notes. Judgments and estimates are continually evaluated
and are based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances. Actual results may
ultimately differ from these estimares.

A1 Critical Management Judgment in Applying Accounting Policies
In the process of applying the Company’s accounting policies, management has made the

following judgments, apart from those involving estimation, which have the maost
significant effect on the amounts recognized in the financial statements:

fa)  Determination of Lease Term of Contracts with Resewal and Termination Opiions
In determining the lease term, management considers all relevant factors and

circumstances that create an economic incentive to exercise a renewal option or not
exercise a rermination option. Renewal opnions and/or penods after termination
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options are only included in the lease term if the lease is reasonably certain to be
cxtended or not terminated.

For leases of warchouses and offices, the factors that are normally the most
relevant are (a) if there are significant penalties should the Company pre-terminate
the contract, and (b) if any leaschold improvements are expected to have a
significant remaining value, the Company is reasonably certain to extend and not to
terminate the lease contract. Otherwise, the I.'.-nmp:lm' considers other factors
including historical lease durations and the costs and business disruption required
to replace the leased asser.

The Company included the renewal period as part of the lease term for leases of
warehouses and offices due to the significance of these assets (o its operations.
These leases have a short, non-cancellable lease penod (Le., four to ten years) and
there will be a significant negative effect on production if a replacement is not
readily available. However, the renewal options for leases of transportation
equipment were not included as part of the lease term because the Company has
historically exercises its option to buy these transportation equipment at the end of
the lease term.

The lease term is reassessed if an option is acually exercised or not exercised or the
Company becomes obliged 1o exercise or not exercise it. The assessment of
reasonable certainty is only revised if a significant event or a significant change in
circumstances occurs, which affects this assessment, and that is within the control

of the Company.
Dreterraination of Timing of Satisfaction of Performamnce Obligations

The Company determines that its revenue from sale of goods shall be recognized at
a point in time when the control of the goods have passed to the customer,
i.c., generally when the customer has acknowledged delivery of the goods.

Determrination of Transaction Price

The transaction price which excludes any amounts collected on behalf of third parties
(eg. VAT) is considered receivable to the extent of products sold with consideration
on the right of rerurn, if applicable. Also, the Company uses the practical expedient in
PFRS 15 with respect to non-adjustment of the promised amount of consideration for
the effects of any financing component [i.e., the Company receives advances from
certain customers which can be applied to their furure purchases as the Company
expects, at contract inception, that the penod berween when the Company transfers
promised goods of services to the customer and payment due date is one year or less,

Decterminaiion of ECL ow Trade and Otber Receinables

The Company uses a provision matnx to calculare ECL for trade and other

receivables. The provision rates are based on days past due for groupings of
various customer segments to the extent applicable that have similar loss parterns
(i-e., by geography, product type, of customer type and rating).

The provision matrix i based on the Company’s histonical observed defaule rares.
The Company’s management intends to regularly calibrate (Le., on an annual basis)
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the matrix to consider the historical credit loss expenence with foreard-looking
information (i.e., forecast economic condinons).

Dietermination of Cost of Inventartes

In inventory costing, management uses estimates and judgment in properly
allocating the labor and overhead berween the cost of inventories on hand and cost
of goods sold. Currently, the Company allocates manufactunng overhead on the
basis of actual units produced. However, the amount of costs charged to finished
goods inventories would differ if the Company utilized a different allocanon base.
Changes in allocated cost would affect the carrying cost of inventories and could
potentially affect the valuation based on lower of cost and net realizable value.

Recognition af Provisions and Contingencies

Judgment is exercised by management to distinguish between provisions and
contingencics. Policies on recognition of provisions and mnunp.-m:lea. are

discussed in Note 2.11 and disclosures on relevant provisions and contingencies are
presented in Note 20.

32 Key Sources of Estimation Uncertainty

The following are the key assumptions concemning the future, and other key sources of
estimation uncertainty at the end of the reporting peniod, that have a significant nisk of
causing a material adjustment to the carrying amounts of assets and liabilities within the

next reporning penod:

fa)

fit)

fi

Deetermination of Appropriate Disoowns Rate in Measwring Lease [iabilitses

The Company measures its lease liabilities at present value of the lease payments
that are not paid at the commencement date of the lease contreact. The lease
payments were discounted using a reasonable rate deemed by management equal
to the Company’s incremental borrowing rate. In determining a reasonable
discount rate, management considers the term of the leases, the underlying asset
and the economic environment. Actual results, however, may vary due to

changes in estimates brought about by changes in such factors.
Eistimation of Allowance for ECL

The measurement of the allowance for ECL on financial assets at amortized cost
is an area that requires the use of significant assumptions about the future
economic conditions and credit behavior (e.g., likelhood of customers defaulung
and the resulting losses).

Impsirment of Trade and Other Receivabies

Adequate amount of allowance for impairment is provided for specific and groups
of accounts, where objective evidence of impairment exists. The Company
evaluates the amount of allowance for impairment based on available facts and
circumstances affecting the collecrability of the accounts, including, but not lmited
to, the length of the Company’s relationship with the customers, the customers’
current credit stamus, average age of accounts, collection experience and histonical
loss experience. The methodology and assumptions used in estimating future cash
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flows are reviewed regularly by the Company to reduce any differences berween
loss estimates and acrual loss expenience.

Dietermination of Net Realizable Valve of Inrentories

In determining the net realizable value of inventories, management takes into
account the most reliable evidence available ar the dates the estimates are made.
Even though the Company’s core business is not continuously subject to rapid
technology changes which may cause inventory obsolescence, future realization of
the carrying amounts of inventories is still affected by price changes. Such aspect is
considered a key source of estimation uncertainty and may cause significant
adjustments to the Company’s inventories within the next financial reporung
penod.

Estimation of Usefiel Lives of Property, Plunt and Equipment and Intangible sseis

The Company estimates the useful lives of property, plant and equipment and
intangible assets based on the period over which the assets are expected 10 be
available for use. The estimated useful lives of property, plant and equipment and
intangible assets are reviewed periodically and are updated if expectations differ
from previous estimates due to physical wear and tear, technical or commercial
obsolescence and legal or other limits on the use of the assers.

Measwrement of Fair | alue of Land

The Company’s land is carried at revalued amount at the end of the reporting

period. In determining its fair value, the Company engages the services of
professional and independent appraisers applying the relevant valuation
methodology.

When the appraisal is conducted prior to the end of the current reporting petiod,
management determines whether there are significant circumstances during the
intervening period that may require adjustments or changes in the disclosure of far
value of those properties.

A significant change in these elements may affect prices and the value of the assets.
Deternrination of Realzmble Amonnt of Deferved Tac ~lusets

The Company reviews its deferred tax assets at the end of each reporting penod
and reduces the carrying amount to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred 1ax asser
to be urlized. Management assessed that the deferred tax assets recognized as at
March 31, 2021, will be fully utilized in the coming years. The carrying values of
deferred tax assets netted against deferred tax liabilitics as of those reporting
peniods.

[mpairment of Now-financial Assets

Though management believes that the assumptions used in the estimation of fair
values are appropnate and reasonable, significant changes in these assumptions



may materally affect the assessment of recoverable values and any resulung
impairment loss could have a material adverse effect on the results of operations.

() Valwation of Post-ensployment Defined Bemefit Oblipation

The determination of the Company’s obliganon and cost of post-employment
defined benefit is dependent on the selection of certain assumptions used by
actuaries in calculating such amounts. Those assumptions include, among others,
discount rates and salary rate increase. A significant change in any of these
actuarial assumptions may generally affect the recognized expense and the carrying
amount of the post-employment defined benefit obligation in the next reporting
period.

SEGMENT REPORTING
4.1 Business Segrments

The Company is organized into business units based on its products for purposes of
management assessment of each unit. For management purposes, the Company is
organized into three major business segments, namely: compounds, pipes and roofing,
These are also the basis of the Company in reporting to its chief operating
decision-maker for its strategic decision-making activinies.

The products under the compounds segment are the following:
e Polyvinyl Chlonde (PVC) compounds for wires and cable; and,
s PV for bordes, integrated circuit tubes packaging and films.

The products under the pipes segment are the following:

e PV pipes and firtings;

* Polypropylene Random Copolymer Type 3 pipes and fittings; and,
e High-density Polyethylene pipes and fittings.

The product under the roofing segment is only the unplasticized PVC roofing material

The Company’s products are located in Guiguinto, Bulacan; Davao branch, Cebu
branch and Valenzuela branch.

4.2 Segment Assets and Liabilities

Segment assets are allocated based on their use or direct association with a specific
segment and they include all operating assets used by a segment and consist principally
of trade and other receivables and inventones, net of allowances and provisions.
Similar to segment assets, segment labilities are also allocated based on their use or
direct association with a specific segment. Segment liabilites include all operating
liabilities and consist principally of trade and other payables. Segment assets and
liabilities do not include deferred taxes and tax habilities.

4.3 Intersegment Transactions

Segment revenues, expenses and performance do not include sales and purchases
between business segments.



4.4 Disaggregation of Revenues

When the Company prepares irs investor presentations and when the Company’s
Executive Committee evaluates the financial performance of the operanng scgments, it
disaggregates revenue similar to its segment reporting. The Group determines that the
categoties used in the investor presentations and financial reports used by the Company’s
Executive Committee can be used to meet the objective of the disaggregation disclosure
requirement of PFRS 15, which is to disaggregate revenue from contracts with customers
into categories that depict how the nature, amount, timing and uncertainty of revenue
and cash flows are affected by economic factors.

5. Post-employment Defined Benefit Plan
fa)  Characteristics of Past-erployment Defined Benefit Plan

The Company maintains a tax-qualified, partially funded and non-contabutory
post-emplovment defined benefit plan covering all regular full-ume employees.
The Company conforms with the minimum regulatory benefit of Republic Act
7641, The Retiremsent Pay Law, which is of a defined benefit rype and provides for a
lump sum retirement benefit equal te 22.5-day pay for every year of credited
service. The normal retirement age is 60 with a minimum of five years of credited
service.

(B)  Risks Associaled with the Retiresent Plan

The plan exposes the Company to acruarial risks such as investment nisk, interest
rate nisk, longevity risk and salary nisk.

i) Inpesiment and [nterest Fisks

The present value of the defined benefit obligation is calculated using a discount
rate determined by reference to market yields of government bonds. Generally, a
decrease in the interest rate of a reference government bond will increase the plan
obligation. However, this will be partially offset by an increase in the return on the
plan’s investments in debt securities and if the return on plan asset falls below this
rate, it will create a deficit in the plan.

fif) Longerity and Salery Risks

‘The present value of the defined benefit obligation is calculated by reference to the
best estimate of the morality of the plan participants both during

and after their employment and to their future salanes.
Consequently, increases in the life expectancy and
salary of the plan participants will result in an increase i the plan
obligation.
e} Ouher Information

The information on the sensitvity analysis for certain significant actuaral
assumptions, the Company’s asset-liabality matching strategy, and the uming and



uncertainty of future cash flows related to the post-employment defined benefir
plan.

(&) Sensitivity Amalysis

The sensitivity analysis is based on a change in an assumption while holding all
other assumptions constant. This analysis may not be representatve of the acrual
change in the defined benefit obligation as it is unlikely that the change in

ions would oceur in isolation of one another as some of the assumprons
may be correlated. Furthermore, in presenting the above sensitivity analysis, the
present value of the defined benefit obligation has been calculated using the
projected unit credit method at the end of the reporting period, which is the same
as that applied in calculating the defined benefit obliganon recognized in the
statements of financial position.

The methods and types of assumptions used in preparing the sensitivity analysis did
not change compared to the previous years.

i) Aser-fability Matching §trategies

The retirement plan trustee has no specific marching strategy beroreen the plan
assets and the plan labilities.

A large portion of the plan assets as of March 31, 2021 and December 31, 2020
consists of debt securities and readily available cash and cash equivalents, pending
placement in investments with balanced risks and rewards optimization. The
Company also has UTTF for liquidity purposes.

There has been no change in the Company’s strategics to manage its risks from previous
periods.

frzi) Funding AArrangenents and Expected Contributions

The Company has yet to decide the amount of contrabution to the retirement plan
for the succeeding year.

The Company is not required to pre-fund the future defined benefits payable under
the plan assets before they become due. For this reason, the amount and timing of
contributions to the plan assets are at the Company’s discretion. However, in the
event a benefit claim arises and the plan assets are insufficient to pay the claim, the
shortfall will be due, demandable and payable from the Company to the plan
assets,

RELATED PARTY TRANSACTIONS

The Company’s related parties inchude entities under common ownership, stockholders
and key management personnel as described below.

6.1 Sale of Goods

The Company sells finished goods 1o related partics under common ownership. Goods
are sold on the basis of the price lists in force and terms that would be available to



non-related parties. The outstanding receivables from sale of goods, which are generally
noninterest-bearing, unsecured and settled through cash within three to six months, are
presented as part of Trade receivables under the Trade and Other Receivables account in
the statements of financial position.

6.2 Purchasze of Goods and Services

Goods and services are purchased on the basis of the price lists in force with non-related
parties. The related outstanding payables for goods and services purchased in 2019 and
2018 are presented as part of Trade payables under the Trade and Orher Payables account
in the statements of financial position. The outstanding payables from purchase of goods
and services are generally noninterest-bearing, unsecured and settled through cash within
three months.

The Company acquires the services of Husky Plastcs Corporation (Husky), a related party
under common ownership, for the conversion of its pipe fittings. The Company provides
its own maw materials to Husky for processing into finished goods. Once the processing is
completed, the Company records the amount paid for the services of Husky as part of the
finished goods based on the billings received. The basis of the price charged to the
Company is in line with Husky's prevailing market rates.

The Company entered into a lease agreements with a related party under common
ownership covering its office spaces and warehouse with lease terms ranging from two to
five years.

The related deposit, which is refundable at the termination of the lease verm, is presented as
part of Security deposits under Other Non-current Assets account in the statements of
financial positon.

COMMITMENTS AND CONTINGENCIES
The following are the significant commitments and contingencies involving the Company:
7.1 Operating Lease Commitments — Company as Lessee

The Company is a lessee under non-cancellable operanng leases covering its warchouse and
office spaces. The lease for warchouse has a term of three years and includes anmual
escalation rate of 10.00%, while the leases for office space have terms of three to five years
with escalation rates ranging from 5.00% to 10.00%. All leases have renewal options.

7.2 Others

There are other commitments and contingent labilities that anse in the normal course of
the Company’s operations which are not reflected in the financial statements. As of
March 31, 2021 and December 31, 2020, management and irs legal counsel are of the
opinion that losses, if any, from these items will not have a matenal effect on the
Company’s financial statements.

RISK MANAGEMENT OBJECTIVES AND POLICIES



The Company is exposed to a variety of financial nsks in relaton to financial instruments.
The main types of risks are market nisk, credit risk and liquidity risk.

The Company’s risk management is coordinated by its BOD, and focuses on actively
securing the Company’s closely short-to-medium term cash flows by minimizing the
exposure to financal markers.

‘The Company does not actively engage in the trading of financial assets for s tive
purposes nor does it write options. The most significant financial risks to which the
Company is exposed to are described below and in the succeeding pages.

8.1 Marker Risk

The Company is exposed to market risk through its use of financial nstruments and
specifically to foreign currency risk and interest rate risk which result from both irs
operating, investing and financing activities.

fa) Foreipn Carvency Risk

Mast of the Company’s transactions are carnied out in Philippine pesos, its functional
currency. Exposures to currency exchange rates anise from the Company’s overseas sales
and purchases, which are primanly denominated in United States (U5, dollars. The
Company also holds U5, dollar-denominated cash and cash equivalents.

To mitigate the Company's exposure to foreign currency nisk, non-Philippine peso cash
flowes are monitored.

Exposures to foreign exchange rates vary during the period depending on the volume of
foreign currency denominated transactions.

(&) Intereir Rate Fisk

The Company’s policy is to minimize interest rate cash flow risk exposures on long-term
financing. Long-term borrowings are therefore usually made ar fixed rates. At

March 31, 2021 and December 31, 2020, the Company is exposed to changes in market
interest rates through its cash and cash equivalents, which are subject to variable mterese
rates. All other financial assets and liabilities have fixed rates.

8.2 Credir Risk

Credit risk is the risk that counterparty may fail to discharge an obligation to the Company.
The Company continuously monitors defaults of customers and other counterpartics,
identified either individually or by group, and incorporates this informanon nto its credir
risk controls. The Company’s policy is to deal only with credirworthy counterparties.
None of the financial assets are secured by collateral or other credit enhancements except
for cash and cash equivalents and certain trade receivables with entrusted and on hand
post-dated checks issued by the customers.

fa) Cash

The credit risk for cash is considered negligible, since bank deposits are only maintained with
reputable financial institutions, as a matter of Company’s policy.



Included in cash are cash in banks which are insured by the Philippine Deposit Insurance
Corporation up to a maximum coverage of P05 million for every depositor per
banking msttution.

() Trade and Other Receivables

The Company applies the PFRS 9 simplified approach in measunng ECL which uses
a lifetime expected loss allowance for all trade receivables and other recervables.
Advances to officers and employees have been assessed separately and individually
wherein management determined that there is no required ECL to be recognized
since collections are made on a monthly basis or through salary deductions within a
penod of one year or less.

To measure the ECL, trade receivables have been grouped based on shared credit
risk characteristics and the days past due (age buckets). The Company also
concluded that the expected loss rates for trade receivables are a reasonable
approximation of the loss rates for the other receivables as it shares the same credit
risk charactenistics,

The historical boss rates are adjusted to reflect current and forward-looking
information on macroeconomic factors affecting the ability of the customers to settle
the receivables, The Company has identified the inflation rate in the Philippines to
be the most relevant factor, and accordingly adjusts the historical loss rates based on

expected changes in this factor.

The Company identifics a default when the receivables become credit impaired or
when the customer has not able to settle the receivables within the normal credir
terms of 3 to 60 days, depending on the terms with customers; hence, these
receivables were already considered as past due on its contractual payment. In
addition, the Company considers qualitative assessment in determining default such
as in instances where the customer is unlikely to pay its obligations and is deemed to
bee in significant financial difficuley.

fe) Necwrnty depostiy

With respect to refundable secunty deposits, management assessed that these
financial assets have low probability of default since the Company has operating lease
contracts as lessee with the counterparty lessors. The Company can apply such
deposits to future lease payments in case it defaults.

83 Liguidity Risk

The Company manages its liquidity needs by carefully monitoring scheduled debt servicing
payments, if any, for long-term financial liabilities as well as cash outflows due in a
day-to-day business. Liquidity needs are monitored in various time bands, on a day-to-day
and week-to-week basis, as well as on the basis of a rolling 30-day projection. Long-term
liquidity needs for a six-month and one-year period are identified monthly.

The Company maintains cash to meet its liquidity requirements for up to 60-day periods.
Excess cash is invested in short-term placements. Funding for long-term liquidity needs is
additionally secured by an adequate amount of committed credit facilities.



The Company’s management considers that the carrying values of the foregoing financial
assets and financial liabilities approximate their fair values either because these
instruments are short-term in nanure or the effect of discounting for those with
maturities of more than one year is not material.

84 Offserting Financial Assets and Financial Liabilities

For financial assets and financial liabilities subject to enforceable master netting
agreements or similar arrangements above, each agreement between the Company and
counterparties (L.e., related parties) allows for net setthement of the relevant financial
assets and financial liasbilities when both elect to settle on a net basis. In the absence of
such an election, financial assets and habilines will be sertled on a gross basis; however,
cach party to the master netting agreement of similar agreement will have the opuon 10
settle all such amounts on a net basis in the event of default of the other party.

By default, the Company does not elect to settle financial assets and financial liabilities
with counterparties through offsctting. Gross settlement is generally practiced.

FAIR VALUE MEASUREMENTS AND DISCLOSURES
9.1 Fair Valuve Hicrarchy

In accordance with PFRS 13, Fair 1Valve Meamresens, the fair value of financial assets and
financial liabilities and non-financial assets which are measured at fair value on a
recurring or non-recurring basis and those assets and habilities not measured at fair value
but for which fair value is disclosed in accordance with other relevant PFRS, are
categorized into three levels based on the significance of inputs used to measure the fair
value. The fair value hicrarchy has the following levels:

e level 1: quoted prices {unadjusted) in active markers for idenucal assets or
lisbilities that an entity can access at the measurement date;

#  Level 2: inputs other than quoted prices included within Level 1 that are
ohservable for the asset or lability, either directly (Le., as prices) or indirectly
(Le., derived from prices); and,

e Level 3 inputs for the asset or liability that are not based on observable market
data (unobservable inputs).

The level within the asset or liability is classified is determined based on the lowest level
of significant input to the fair value measurement.

For purposes of determining the market value at Level 1, a marker 18 regarded as active if
quoted prices are readily and regularly available from an exchange, dealer, broker,
industry group, pricing service, or regulatory agency, and those prices represent actual
and regularly occurring market transactions on an arm's length basis.

For investments which do not have quoted market price, the fair value is determined by
using generally acceptable pricing models and valuation techniques or by reference to the

current market of another instrument which is substantially the same after taking into



sccount the related credit risk of counterparties, or is calculated based on the expecred
cash flows of the underlying net asset base of the instrument.

When the Company uses valuation technique, it maximizes the use of ohservable market
data where it is available and relies as little as possible on entity specific estimates. 1fall
significant inputs required to determine the fair value of an instrument are observable,
the instrument is included in Level 2. Otherwise, it is included in Level 3.

The Company has no financial assers or financial liabilities measured at fair values,
9.2 Fair Value Measurement for Non-financial Assets

The fair value of the Company’s land amounting to P158.5 million as of March 31, 2021
and December 31, 2020 is classified under Level 3 in the fair value hierarchy. The Level
1 fair value of land was derived using market comparable approach that reflects recent
transaction prices for similar properties in nearby locations, adjusted for key artributes
such as property size, age, condition and accessibility of the land. The most sigmificant
input into this valuation approach is the price per square foot, hence, the higher the prnice
per square foot, the higher the fair value,

There has been no change to the valuation techniques used by the Company dunng the
year for its non-financial assets. Also, there were no ransfers into or out of Level 3 far
value hierarchy in 2021 and 2020.

CAPITAL MANAGEMENT OBJECTIVES, POLICIES AND PROCEDURES

The Company’s capital management objectives are to ensure the Company's ability to
continue as a going concemn and to provide an adequate refum to stockholders by poncang
products and services commensurate with the level of ask. The Company monitors
capital on the basis of the carrying amount of equity as presented in the statements of

financial position.

There were no internally and externally imposed capital requirements to be comphed
with as of March 31, 2021 and December 31, 2020,

The Company manages the capital structure and makes adjustments to i in the light of
changes in economic conditions and the risk characteristics of the underlying assers. In
order to maintain or adjust the capital structure, the Company may adjust the amount of
dividends paid 1o stockholders, 1ssue new shares or sell assets to reduce debe.



EXHIBIT &

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

Results of Operation

(Based on Financial Statements adopted in accordance with the Philippine Financial
Reporting Standards)

Review of March 31, 2021 versus March 31, 2020

Sales Revenues increased by 28% from P320.75M to P410.08 or by P 89330 This was drven
by the increase in export sales of Compounds Division and increase in sales of Pipes and
Roofing Divisions.

Cost of Sales increased by 38% from P212.92M 1o P293.73M or by PS0.81 M as the result of the
increase in sales volume as well as the inerease in raw material costs.

Other Income (Charges) increased by PO.SIM or 426% from PO12M to PO6IM. Dunng the
quarter, there were sale of company vehicles resultng to a gain of PO.2EM. Further, with the
appreciation of peso against US dollars, CACC was able to realize foreign exchange gain from
export sales.

Net Profit Before Tax increased by P8.19M or 13% from P64.72M to P72.91M due to higher
revenues in Quarter 1.

Tax expense decreased by P1L12M or 6% from P 9.20M to P18.17M due to implementation of
C"REATE bill wherein the corporate income tax was reduced from 30% to 25%. The effectiviry
of the said CREATE bill is July 1, 2020.

et Profit After Tax increased by P9.31M or 21% from P45.43M w0 P54.74M. This is duc to the
increase in revenues as well as the 5% reduction in the eorporate income tax from 3% or 25%
following the implementation of the CREATE bill.

Financial Conditi

Review of financial condition as of March 31, 2021 compared with financial condition as
of December 31, 2020

Cash and cash equivalents decreased by P54.97TM or 29% from P188.20M to P133.23M.
Purchases of raw materials increased as the volume of sales increased.  However, it must be
noted that cost of these materials went up, thus the higher amount of payments to suppliers, On
the other hand, some customers are stll trying to recover from the pandemic which resulted 10
slow collection from them.

Trade and Other Receivables increased by P109.41M or 4F% from P276.00M o P3R5.41M.
This was primarily due to the increase in sales dunng the quarter and slow collection from some
customers that were impacted by the pandemic.



Inventories increased by PT5.18M or 16% from P469.23M to P544.41M due to higher raw
rmatenals purchases.

Right of Use Asscts decreased by PLO4M or 5% from P20.02M to P19.97M due to the
recognition of depreciation expense.

Orther non-current assers decreased by PO.S6M or 6% from PR.63M to PO.OGM due to refund of
rental deposit for the terminated lease of one property in Davaco.

Trade and other payables increased by P88.53M or 34% from P262.34M ro P3S0ATM due to
higher raw matenals purchases.

Loans and mortgage payable decreased by PO.64M or 26% duc to settlement of car loan
AMOTTZEATION.

Current Lease Liability decreased by P.8IM or 23% from P3.47M o PL66M resulting from
amortization of financial lease on the nght of use asset,

Income Tax Payable increased by P198M or 12% from P16.17M to P18.16M duc to higher
taxable income for the penod.

Post-employment retirement payable increased by P1.11M or 22505 from P.OSM to PL16M due
to additional provision for retirement benefit.

Retained Famings increased by P54.74M or 11% due to the increase net profit after tax during
the period.

Statement of Financial Positon

{Increase /decrease of 5% or more versus December 31, 2020)

29% decrease in cash and cash equivalents
Diue to slow collection from some customers affected by the pandemic and higher payment to
raw materials suppliers

405 increase in trade and other receivables
Diue to the increase in sales and slow collection from some customers affected by the pandemic

16% Increase 10 Myveninmes

Due to higher raw materials purchases

5% decreaze in Aght of use assets - net
[he to recognition of depreciation expense on the right of use assets

6% decrease in other non-current assers
Due to the refund of rental deposit from the terminated lease of one property in Davao.

34% increase in trade and other payables
Due to higher raw matenals purchases



26% decrease in loans and morgage payable
Due to settlement of car loan amortizaton

23% decreasc in lease liability-current,
Due to amortization of lease liabilines.

12% increase in income tax payable
Due to higher taxable income for the penod

2280% increase in post-employment defined benefit obligation
Due to the provision for retirement benefit payable for the peniod

11% increase in retained carnings
Due to higher net profit after tax for the quarter

Statement of Income
(Increase/ decrease of 5% or more versus March 31, 2020)

28% increase mn sales revenue
Due 1o increase in PVC compounds export sales and increase in sales of pipes and roofing
divisions.

38% increase in cost of goods sold
Due to increase in sales revenues and raw material costs

426% increase in other income -net
Diue to foreign exchange gains on export sales and sale of 2 company vehicles.

13% increase in net profit before tax
e to higher revenues during the period

6% decrease In tax cxpense
Due to to CREATE bill income tax rate adjustment from 3% to 25%

21% increase in net profir after tax
[ue to higher revenues and lower corporate income tax mte following the implementation of
CREATE bill.

There are no other significant changes in the Company’s financial position (5% or more) and
condition that will warrant a more detailed discussion. Further, there are no material evenrs and
uncertainties known to management that would have impact or change the reported financial
informanon and condition of the Company.

‘I'here are no known trends or demands, commitments, events or uncertainties that would resule
in or that are reasonably likely to result in increasing or decreasing the Company’s liquidity in any
material way. The Company does not anticipate having any cash flow or liquidity problems. The
Company is not in default or breach of any note, loan, lease or other indeltedness or financing
arrangement requiring it to make payments.



The Company has no unusual nature of transactions or events that affects assers, liabilities,
equity, net income or cash flows.

The unaudited interim financial statements do not include all the informanon or disclosure
required in the financial statements and should be read in conjunction with the Company’s
audited annual financial statements as of and for the year ended December 31, 20240,

‘The accounting policies and methods of computation adopted in preparation of the Company’s
unaudited interim financial statements are the same with the most recent audited annual financial
statements for the year ended December 31, 2020.

There were no known material events subsequent to the end of the interim period that have not
been reflected in the Company’s Financial Statements for the first quarter of 2021,

“There were no changes in estimates of amount reported in the current financial year or changes
in estimates of amounts reported in prior financial years.

There was no contingent liability reflected in the most recent annual financial statements, the
same in the current vear financial statements for the first quarter of 2021, There are
commitments, guarantees, and contingent liabilities that arise in the normal course of operations
of the Company which are not reflected in the accompanying interim financial statements, The
management of the Company is of the opinion that losses, if any, from these items will not have
any matenal effect on its intenm financial statements.

There are no material commitments for capital expenditures, events or uncertaintics that have
had or that are reasonable expected to have material impact on the continuing operanons of the
Company.
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EXHIBIT 8

Item 4 = Key Performance Indicators

Key Performance Indicators

LIQUIDITY RATIOS
Kev Indicators March 31, 2021 December 31, 2020
Current ratio 3.15:1.00 366 : 1.00
Acid test rano 1.5% : 1.06) 1.63 : 1.00
Book value per share 2.18 2.09
SOLVENCY RATIOS
Key Indicators March 31, 2021 December 31, 2020
Diebt 1o equity ratio (.34 : 1.00 0.28 : 1.00
Asset to equity ratio 1.34: 1.0 1.28 : 1.0
PROFITABILITY RATIOS
Key Indicators March 31, 2021 March 31, 2020
_Earnings per share .09 0L07
Retmurn on assets 3.1% 2 M"%
Return on equity 4.11% 3. 78%
CGross profit ratio 28.37% 33.62%
Met profit ratio 13.35% 14.16%

MNotes:

1. Current Ratio (Current Assets/Current Liabihines)
To test the Company’s ability to pay its short-term debis
2. Acid Test Ratio (Quick Assets/Current Liabilines)
Measures the Company’s ability to pay its short-term debis from its most liquid assets
without relying on inventory.
3. Book Value per Share (Equity/Shares Crutstanding)
Measures the amount of net assets available to stockholders of a given type of stock.
4. Dbt to Equity Ratio (Total Lisbilities/ Total Equity
Measures the amount of total assets provided by stockholders
5. Asset to Equity Ratio (Total Assets/Total Equity)
Shows the relationship of the total assets to the portion owned by the stockholders.
Indicates the Company’s leverage, the amount of debt used to finance the firm.
6. Eamings per Share (Net Profit/Shares Outstanding)
Reflects the Company's earning capability.
7. Return on Assets (Net Profit/ Average Toral Assers)
Indicates whether assets are being used efficiently and effectvely
8. Return on Equity (Net Profit/Total Equty)
9, Gross Profit Ratio (Gross Profit/ Revenues)
Measures the percentage of gross income to sales
10. Net Profit Ratio (Net Profit, Revenues)
Measures the percentage of net income to sales



PART II--OTHER INFORMATION

There is no information not previously reported in a report on SEC Form 17-C.
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