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/\ SBS PHILIPPINES CORPORATION

30 March 2017

. L
SECURITIES AND EXCHANGE COMMISSION )
G/F Secretariat Building ;
PICC Complex, Roxas Boulevard, Manila %

Attention: Mr. Vicente Graciano P, Felizmenio Jr,
Director, Markets and Securities Regulation Department

PHILIPPINE STOCK EXCHANGE, INC.
PSE Plaza, Avala Triangle
Ayala Avenue, Makati City

Attention: Mr. Jose Valeriano B, Zuno Il
OIC-Head, Disclosure Department

Gentlemen:

We submit herewith for your review and approval the Notice of Annual Stockholders’ Meeting and
the Preliminary Information Statement of SBS Philippines Corporation Pursuant to Section 20 of the
Securities Regulation Code | SEC Farmm 20 - 1S ). We would be grateful to hear from you if you have
any guestions.

Sincerely yours,
!J'U-\_,J-""

REGINA SIMIONA B, DE GUZMARN
General Colinsel

Encl, afs

10 Resthaven Street, San Francisco Del Monte, Quezon City
detro Manile 1105 Philippines

Tel. Mos, (6327 3T1-1111 » 371-0886 « 371-5355 « 373-561%
Fax Mos. (632} 3T1-1288 « 3711248 « 4122388

E-muail: imports@sksph.com/ infoshsph.ocom
salesisbsph.com
Website: www shsph.com
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SECURITIES AND EXCHANGE COMMISSION /' | /7
SEC FORM 20-I5

INFORMATION STATEMENT PURSUANT TO SECTION 20
OF THE SECURITIES REGULATION COD

1. Check the appropriate box: / f /-_

[ X ] Preliminary Information Statement

[ ] Definitive Information Statement

2. Name of Registrant as specified in its charter : SBS PHILIPPINES CORPORATION
: (the “Company”)

3: Province, country or other jurisdiction of incorporation or organization : PHILIPPINES
4, SEC ldentification Number: A200110402

5, BIR Tax Identification Code : 213-054-503

6. Address of principal office & Postal Code : | NO. 10 RESTHAVEM STREET

SAN FRANCISCO DE MONTE, QUEZON CITY 1105

7. Registrant’s telephone number, including area code @ (63 2) 371 1111
8. Date, time and place of the meeting of security holders :

DATE : 17 MAY 2017

TIME : 3:00 IN THE AFTERNOON

PLACE : PUGAD LAWIN FUNCTION HALL

QUEZON CITY SPORTS CLUB
E. RODRIGUEZ SR. BLVD., QUEZON CITY

g. Appraximate date on which the Information Statement
is first to be sent or given to security holders : 25 April 2017

io. In case of Proxy Solicitations: NOT APP.!;ICABLE



11.

12.

MName of Person Filing the
StatementfSolicitor:

Address and Telephone
No.:

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
Mo. of Shares Issued and Outstanding 1,169,040,400 common shares
{as of 28 March 2017) Met of 30,959,600 treasury shares
With Par Value of P1.00 per share

Amount of Debt Outstanding MN/A

Are any or all of registrant’s securities listed in a Stock Exchange?
Yes S HNo

If yes, disclose the name of such Stock Exchange and the class of securities listed therein:

A total of 1,200,000,000 common shares of the Company are listed on the Philippine Stock
Exchange.



PART |.

INFORMATION REQUIRED IN INFORMATION STATEMENT

A. GEMERAL INFORMATION

ftem 1.

ltem 2.

Date, time and place of meeting of security holders.

la) 2017 Annual Stockholders® Meeting
Date : 17 May 2017
Time 3 o'clock in the afternoon
Place Pugad Lawin Function Hall

Quezon City Sports Club
E. Rodriguez 5r. Blvd., Quezon City

Mailing Address No. 10 Resthaven Street
San Francisco del Monte, Quezon City 1105
Philippines
{B) Approximate date on which the information statement is to be sent or given to security holders.
25 April 2017

Dissenters' Right of Appraisal

The Philippine Corporation Code grants a shareholder a right of appraisal and demand payment of the
fair value of his shares in certain circumstances where he has dissented and voted against a proposed
corporate action, including:

« an amendment of the articles of incorporation which has the effect of changing or restricting the
rights attached to his shares or of authorizing preferences in any respect superior to those of
outstanding shares of any class;

s the extension or shortening of the term of corporate existence;

« the sale, lease, exchange, transfer, mortgage, pledge or other disposal of all or substantially all the
assets of the corporation;

s amerger or consolidation; and

s investment by the corporation of funds in any other corporation or business or for any purpose other
than the primary purpose for which it was organized.

In any of these circumstances, the dissenting shareholder may require the corporation to purchase its
shares at a fair value, which, in default of agreement, is determined by three disinterested persons, one
of whom shall be named by the shareholder, one by the corporation, and the third by the two thus
chosen. Regional Trial Courts will, in the event of a dispute, determine any question about whether a
dissenting shareholder is entitled to this right of appraisal. From the time the shareholder makes a
demand for payment until the corporation purchases such shares, all rights accruing on the shares,
including voting and dividend rights, shall be suspended, except the right of the shareholder to receive
the fair value of such shares. Mo payment shall be made to any dissenting stockholder unless the
corporation has unrestricted retained earnings sufficient to support the purchase of the shares of the
dissenting shareholders. ,



In relation to the Annual Stockholders’ Meeting scheduled for 17 May 2017, the following matters or
actions to be taken up at the meeting may give rise to a possible exercise by stockholders of their
appraisal rights under Section 81 of the Corporation Code of the Philippines. '

1.1 Appraval of the Amendment of the Second Article of the Articles of
Incorporation on its secondary purpose to clarify and expand the autherity of
the corporation to participate in property related investments and businesses
and for authority to undertake such investment of funds;

1.2 Ratification of investment of corporate funds & share subscriptions in the
capital stock of affiliate property holding companies

1.3 Ratification of additional investment of funds & share subscription in
subsidiary which will undertake property related investments and businesses

The above-mentioned matters involve the investment by the Company of funds in any other
corporation or business or for any purpose other than the primary purpose for which it was
arganized. '

ltemn 3. Interest of Certain Persons in or Opposition to Matters to be Acted Upon

{a)

Among the matters to be ratified by the shareholders in the forthcoming Annual
General Meeting are the Company’s investment of funds in the following affiliate
companies which are majority owned and controlled by the Mr. Necisto U. Sytengco and

his family, who are also shareholders and incumbent directors and officers of the ‘
Company as follows:

i) Investment of P38.75 million in Ayschester Holdings Corporation (“AHC") as
capital contribution, representing 25% equity interests. AHC is owned 37.23%
by the Company’s substantial shareholder, Anesy Holdings Corporation, 175 by
Mr. Necisto U. Sytengco, Chairman of the Board, 5.25% by Ms. Aylene Y.
Sytengco, Director, CFO & Treasurer, 5.25% by Mr. Necisto y. Sytengco,
Director and SVP for Marketing Operations; 5.0% by Mr. Ned Bryan Y.
Sytengco, VP for Investments; and 5.0% by Ms. Lali Y. Sytengco, VP for
Purchasing; and 0.25% by other minority shareholders;

(i) Investment of P46,562,500 in Cleon Phils. Holdings Corp (“CPHC”) as capital
contribution, representing a 37.25% equity interests. CPHC is owned 53% by
the Company’s substantial shareholder, Anesy Holdings Corporation, 2.25% by
Mr. Necisto U. Sytengco, Chairman of the Board, 2.86% by Ms. Aylene Y.
Sytengco, Director, CFO & Treasurer, 2.25% by Mr. Mecisto Y. Sylengco 1,
Director and SYP for Marketing Operations; 2.25% by Mr. Med Bryan Y.
Sytengoo, VP for Investments; and 0.14% by other minority shareholders.

(i) Investment of P57.35 million in Lakerfield Phils. Holdings Corp. ("LPCH") as
capital contribution, representing a 37% equity interests. LPCH is owned 17%
by Ms. Aylene Y. Sytengco, Director, CFO & Treasurer, 25% by Mr. Necisto .
Sytengco, Chairman of the Board, 5.23% by the Company’s substantial
shareholder, Anesy Holdings Corporation, 5% by Mr. Necisto Y. Sytengeo I,
Director and SVP for Marketing Operations; 5% by Mr. Ned Bryan Y. Sytengco,
WP for Investments; 0.49% by Ms. Lali Y. Sytengco, VP for Purchasing, 5% by Ms,
Evelyn T.Ching, sister of Mr. N. U. Sytengco, and 0.26% by other minarity
shareholders.



{b)

[iv) Investment of P9.35 million in | Bonding Holdings Corporation (*IBHC™) as
capital contribution, representing a 17% equity interests. |BHC is owned 22%
by Ms. Aylene Y. Sytengco, Director, CFO & Treasurer, 22% by Mr. Mecisto U.
Sytengco, Chairman of the Board, 17% by Mr. Necisto Y. Sytengco I, Director
and SVP for Marketing Operations; 17% by Mr. Ned Bryan Y. Sytengco, VP for
Investments; 2.25% by the Company’s substantial shareholder, Anesy Holdings
Corporation, and 2.25% by Ms. Evelyn T. Ching, and 0.25% by other minority
shareholders.

Also for ratification by the shareholders in the forthcoming Annual General Meeting is the
Company’s investment of funds by way of subscription in the increase of authorized capital
stock of Company’s whally subsidiary, SBS Holdings and Enterprises Corporation, equivalent to
One Billion Five Hundred Seventy Four Million Six Hundred Eighty Seven Thousand and Five
Hundred (1,574,687,500) common shares, representing 28.64% of the P5,498,750,000.00
increase in authorized capital stock, with a par value of P1.00 per share or for an aggregate par
value of One Billion, Five Hundred Seventy Four Million Six Hundred Eighty Seven Thousand and
Five Hundred Pesos {P1,574,687,500), with up to Eight Hundred Million Pesos (P800,000,000.00),
representing 50.79% of such share subscription, to paid in cash by the Company upon
subscription, i

B. CONTROL AND COMPENSATION INFORMATION

Iterm 4. Voting Securities and Principal Holders Thereof

(a)

(b

(c)

As of 28 March 2017, the number of shares outstanding, net of treasury shares, s
1,169,040,400 common shares. Each common share is entitled to one vote.

all stockholders of record as of April 17, 2017 shall be entitled to notice and to vote at the
annual stockholders’” meeting.

Under the Company’s By-Laws, each holder of the Campany’s commen share has full voting
rights. Each stockholder is entitled to one vote for each share of the capital stock held by
the stockholder, in person or by proxy.

The vote at the elections of Directors is by stock vote and by ballot. In accordance with the
Corporation Code, each stockholder entitled to vote may cast the vote to which the number
of shares he owns entitles him, for as many persons as are to be elected as Directors, or he
may give to one candidate as many votes as, the number of Directars to be elected
multiplied by the number of his shares shall equal, or he may distribute them on the same
principle among as many candidates he may see fit, provided that the whole number of
votes cast by him shall not exceed the number of shares owned by him multiplied by the
whole number of Directors to be elected.

However, the Corporation Code and the Company's By-Laws provide that voting rights
cannot be exercised with respect to shares declared by the board of directors as delinguent,
treasury shares, or if the shareholder has elected to exercise his right of appraisal.



{d) Security Ownership of Certain Record and Beneficial Owners and Management

i

Security ownership of certain record and beneficial owners of more than 5% as of

31 December 2016.

] i
Class of Mame & Address of Name of Beneficial | Citizenship Humber of Ownership
Shares Record Owner & Owner & Relationship Shares held Fercentage
Relationship with Company with Record Owner As of 31
| December 2016
1
Commaon PCD Morninee Corparation Anesy Heldings Fitipino 753,368,100 4. 443

{Fitipino) Corporation’ {("AHC™) 15 J
37 F Tower | thea beneficial awner of
The Enterprise the shares indicated
Center, Ayala Avenue,
Makati City Froxy: Meclsto U.
Stockholder Sytengco, Chairman of

| AHC or Necisto Y. |

{ Sytenaco Il, President of |

AHC
Comman PCD Hominee Carporation® PCD participants {acting Filipinga 413,899,950 35.41%
{Filipina) for themselves or their
37 F Tower | The Enterprise | clients) the beneficial
Center, Avala Avenue, awners of the shares |
Makat! City indicated .; |I
Stockholder '
|

LAnesy Corporation is owned and controlied by Mr, Necisto U Sytenges [55.5%) and his children, Aylene, Necisto If ongd Ned 8ryan, all
surnamed Sytengea [12.5% soch respectively) and his sister, Evelyn T, Ching (79%).

! prD Nominee Corporation is not related to the Company.  PCD Nomines Corparation is the registered owner of shares bengficially owned
by Porticiponts of the Fhilippine Depository and Trust Carporation {POTC), o private company organized to implement an gutomated book
entry system for the handling securitles transoctions in the Philiogines.  Under the POTC procedures, when on issuer of a POTC -eligible
security will hold o stockholders’ meeting, PCD Nominee Corporation shall execute a pro-forma proxy in fover of the Participants for the
total number af shares in their respective principnl securities aocount g5 well os fer the total number of shares in their client securities
account, For the shores held in the principal securities aecount, the Participant concerned is oppointed as proxy with full voting rights and
powers gs registersd awner of such shores, For the shores held in the client securities account, the Farticipont concerngd is appoinied as
proxy, with the obligation to constitute o sub-proxy in fover af its clients with full voling end otfer rights for the number of shares
benaficially cwned by suck clients. The Compeny has no record relating to the power to decide how the shares held by PCD Nowninee
Corporation are o be voted,

A This excludes the 753,368,100 comman shores owned by Aresy Holdings Corporation through PCD Nominee Corporoticn (Filiping) and
30,958,500 treasury shares, 5

ii. Security ownership of Directors and Management as of 28 February 2017,



Class of

Shares

Mame of Beneficial
Owner

Citizenship

Mature of Beneficial

Ownership
Percentage

Common Meciste U. Sytengco Filipino D: 42,154,600 3.61%
| :436,454,7851 37.33% :
Common Gerry D. Tan Filipine D: 25,000 0.0%
Common Esmeraldo A. Tepace Filipino D: 180,400 0.02%
Comman Yictorina B, Ladringan Filipino P 772,000 0.07%
Comman Aylene Y. Sytendeo Filipino D : 7,584,200 0.68%
i | 62,309,000 5.33%
Commeon | Necisto Y. Sytengeo Il Filipine D : 4,075,000 0.35%
| - 15,000,000 1.28%
Cemmon Med Bryan Y. Sytengco Filipina D 3,214,800 0.27% |
| : 15,758,200 1.35% |
Comman Lali Y. Sytengeo Filipine D 2,132,300 0.18% E
1@ 40,111,700° 3.43% '
]
Comman Ricardo Micanor H. Filipina D 50,000 0.0%
Jacinto
Common Lilian S. Linsangan Filipina o 50,00 0.0%
Comman Rosaleo M. Montenegro Filiping D 50,001 0.0
Comman Christine P. Base Filipine 0 a
Common | Regina Simona B. Filipino 8] 50,000 1]
| De Guzman
Common Jennifer B. Balao Filipino D 15,000 0 |
|
i
Comman Emerson P. Paulino Filipino 0 0




Filipino o : 0 0 |
I : 4,075,000 0.35% |

Comrmon sabrina Adamelle
Poon-Sytengco

' Held by members of Mr. N. U. Sytengea's immediate family sharing the same household and held by corporation
of which he is @ controlling stockholder (Swan Insurance Agency Corp. and Anesy Holdings Corporation)

¥ Held by members of Ms. A. Y. Sytengco’s immediate family sharing the same household and held by corparation
of which she is a controlling stockholder (Biluepalms Phils. Corp.)

* Held by eorporation of which he is o controlling stockholder (Aveluz Holdings Corporation)

* Held by corporation of which e is o controlling stockholder (Yenster Philippines)

*Held by members of Ms, L. Y. Sytengce's immediate family sharing the same househald

*Held by members of Ms. 5. Poon-Sytengeo's immediate family sharing the same househald

iii. Voting trust holders of 5% or more

The Company knows of no person holding more than 5% of a class of shares of the Company under a
voting trust or similar agreement.

iv. Change in control

Since the beginning of its last fiscal year, there have been no arrangements that resulted in a change in
control of the Company.

Item 5. Directors and Executive Officers

A, Directors

4s of the date of this report, the Board of Directors of the Company is composed of the following

individuals:
Year
Date of Last
Mationality Position Elected/ ;
3 Election
Appointed
MECISTO U. 62 Filipina Chairman of the 2001 5 March 2015
SYTENGCO Board
GERRY D. TAN 50 Filiping Executive Director 2016 29 January
2016
ESMERALDO 64 Filipina Executive Director 2013 5 March 2015
A, TEPACE
WVICTORINA B. 65 Filiping Executive Director 2001 5 March 2015
LADRINGAM
. AYLENE Y. 33 Filipino Executive Director 2008 5 March 2015
SYTEMGCO
NECISTO Y, 32 Filiping Executive Director 2010 5 March 2015
SYTENGCO (I




RICARDO S6
HICANOR M.
JACINTO

LILIAM 5. &7
LINSANGAN

ROSALEO M, 58
MONTENEGRO

Filiping

Filipino

Filipina

Man Executive Director

Independent
Director

Independent
Director

2015 .5 March 2015
2015 5 March 2015
2015 9 July 2015

B. Principal Officers

As of the date of this report, the following are the Officers and Senior Executives of the Company:

Mationality

Position

Date Last

MECISTO U. SYTEMGCO

GERRY D. TAM

ESMERALDO A. TEPACE

VICTORIMA B. LADRINGAN

AYLEME Y. SYTENGCO

MECISTO Y, SYTEMGCO |l

LALI Y. SYTENGCO

MED BRYAN Y. SYTENGCO

CHRISTINE P. BASE

&2

50

&5

33

32

66

32

47

Fitipino

Filipina

Filipino

Filipina

Filipino

Filipino

Filipino

Filipino

Filipino

Chairman of the
Board

President & Chief
Executive Officer

Executive Vice
President & Chief
Operating Officer

Executive Yice
President & Chief
Investments
Officer &
Compliance Officer

Chief Financial
Officer &
Treasurer

Senior Vice
President -
Marketing

Operations &
Assistant
Treasurer

Vice President
for Purchasing

Vice President
for Investments

Corporate Secretary

Appointed

5 March 2015 ¢

29 January
e

5 March 2013

5 March 2015

5 March 2015

9 July 2015

5 March 2015
5 March 2015

1 January 2017




REGINA SIMONA B. DE 54 Filipino General Counsel 6 February 2015
GUIMAN

JENNIFER B. BALAO 47 Filiping Assistant Vice 1 December 2014
President &
Accounting Head

SABRIMA ADAMELLE POON- 32 Filipino Investor Relations 1 January 2017
SYTEMGCO Officer & Corporate
Infermation Officer

EMERSON P. PAULING 35 Filipino Internal Auditor 21 March 2016

C. Business Experience

Necisto U. Sytengeo is the Founder of the business of the Company and has been its Chairman of the
Board since the organization of the Company in 2001. He has over 40 years experience in the chemical
trading business and has been responsible for shaping the Company strategy and leading the growth of
the Company. He also currently serves as Board Chairman of the corporations owned by the Sytengco
Family which includes Aneco Industries Corporation, Anesy Holdings Corporation, Sytengco Foundation,
Baler Industrial Corporation, Sytengco Enterprises Corporation, and Swan Insurance Agency Corporation.

Gerry D. Tan joined the Company in January 2016 as President & Chief Executive Officer. Mr. Tan has
over 30 years experience in the chemical distribution industry in the Philippines and the Asia-Pacific
region. Prior his appointment in the Company, he was Senior Adviser and General Manager of
Bluestar Silicones Asia-Pacific and a board director of Bluestar Silicones Shanghai of the China Mational
Bluestar Corporation Group, 2 global frontrunner in  new chemical materials. He led a successful
career spanning key senjor positions at Bluestar Silicones Asia-Pacific (2007 - 20135), Rhodia Silicones
Asia-Pacific (1998-2007) and Rhone-Poulenc Philippines (1986-1998).  Mr. Tan earned his B5 Chemisty
degree magna cum (aude from Siliman University and holds a Masters Degree in Business Administration
from the Ateneo de Manila University.

Esmeraldo A. Tepace joined the Company in 2004 and has served as its Chief Operating Officer/General
Manager since 2004.  Prior to joining the Company, he was the Sales & Marketing executive of Baler
Industrial Corporation, JY International Marketing Corporation, CAWC, Inc. and Chemphil Manufacturing
Corporation. Mr. Tepace has over 35 years experience in the chemical distribution business in the
Philippines. He also currently serves as President of the following corporations owned by the Sytengco
Family: Aneco Industries Corporation, Baler Industrial Corporation, Johny Realty & Enterprises
Corporation, Sytengco Enterprises Corporation, Seren Philippines Corporation and ULife Corporation. Mr.
Tepace graduated from Manuel L Quezon University with a degree on BS Chemical Engineering.

Victorina B. Ladringan joined the Company in 1988 as Executive Vice President for Finance. She has
over 27 years of experience in managing the financial affairs of chemical trading business. In March
2015, she was appointed Chief Investments Officer. As Executive Vice-President - Finance B Chief
Investments Officer, she is responsible for overseeing the investments program of the Company which
includes the acquisition and sale of the asset investments of the Company. She also currently serves as
executive director of the corporations owned by the Sytengco Family which includes Anesy Holdings
Corporation, Baler Industrial Corporation, Etana Realty Development Corporation, Meschester
Corporation, Ogata Realty & Development Corporation, Secur Realty & Development Corpeoration and
Tamni Realty & Development Corporation. Ms. Ladringan earned her accounting degree from the
University of Sto.Tomas.

10



Aylene Y. Sytengco joined the Company as Treasurer in 2008 and has served as its Chief Financial
Officer since 2013. She is responsible for the day to day management of the financial affairs of the
Corporation which covers accounting, financing & treasury, budget & financial planning and investment
management. She also currently serves as an executive director (Director & Treasurer) of the
corporations owned by the Sytengco Family which includes Anesy Holdings Corporation, ADZ On Wheels
Corporation, Bewin Philippine Corporation, Anase Realty & Enterprises Corporation, Baler Industrial
Corporation, Canon Realty & Development Ceorporation, Sytengco Enterprises Corporation, Seren
Philippines Corporation and ULife Corpgration. She holds a degree in BS Management of Applied
Chemistry from the Ateneo De Manila University.

Necisto Y. Sytengco Il joined the Company as Purchasing Officer in 2008 and was appointed as VP Sales
in 2010 and SVP - Marketing Operations in 2015 and Assistant Treasurer on 9 July 2015. He is responsible
for planning and implementing sales and marketing programs of the Company. He also currently serves
as an executive director (Director & Vice President) of the corporations owned by the Sytengco Family
which includes Anece Realty & Development Corporation, Benly Realty & Development Corpaoration,
Bernly Realty & Development Corporation, Besty Realty & Development Corporation, Messi Realty &
Development Corporation, Messo Realty & Development Corporation, Selec Realty & Development
Corporation, Anesy Holdings Corporation and Tamni Realty & Development Corporation. He earned his
BS Entrepreneurial Management Degree cum laude from the University of Asia and the Pacific.

Ricardo Hicanor M. Jacinto was elected as non-executive director of the Company on 9 July 2015. He is
currently the Chief Executive Officer of the Institute of Corporate Directors, a non-stock, not-for-profit
organization dedicated to the professionalization of Philippine corporate directorship.  He also serves a
as an |ndependent Director of Metro Retail Stores Group, Inc. He was formerly a Managing Director of
Ayala Corporation and President & CEQ of Habitat for Humanity Philippines. He also served as a director
of Manila Water Corporation from 2011-2014. Mr. Jacinto earned his BS Business Economics magna cum
laude from the University of the Philippines and holds a Masters in Business Administration from the
Harvard Business School.

Lilian S. Linsangan was elected as an independent director of the Company on March 2015. She is
previously served as a director of the Women's Business Council of the Philippines. Prior to her
retirement in 2011, she was Head of the Advisory Services Division (formerly also head of the Audit
Division) of Punongbayan & Araullo. She also served as Chairman and President of the Association of
Certified Fraud Examiners Philippines in 2013-2014 and 2009-2012, respectively. She has been a speaker
and lecturer in various local and internaticnal conferences and seminars on risk management, corporate
governance, best practices of Audit Committees, and fraud detection and prevention,

Rosaleo M. Montenegro was elected as an independent director of the Company on 9 July 20135, He is
currently Vice Chairman of Data Land, Inc., a real estate development company. Priar to his retirement
in 2011 from the Ayala group of companies, he was President of Avida Land Corporation, Amafa Land
Corparation, Avida Sales Corporation and Amicassa Process Solutions, Inc. and Vice-President of Ayala
Land Inc. of the Ayala Corporation group of companies. He also previously served as the Chief
Financial Officer of Makati Development Corporation, Laguna Technopark Inc, Ayala Hotels, Inc., Ayala
Greenfields Development Corp, and Avida Land Corporation, all subsidiary companies of Ayala Land Inc.

Lali ¥. Sytengco joined the Company in 2001 and has since served as the VP for Purchasing. She is
responsible for product sourcing and supplier relationship management. She has over 20 years experience
in chemical procurement business. She is a graduate of University of Sto. Tomas, with a degree in BS
Medical Technology.

Ned Bryan ¥. Sytengco served as director of the Company from 2008 to 2015 and was appointed VP for
Investments in 2015. He assists the Chief Investment Officer in overseeing the investments portfolic of
the Company and sourcing for financing of investments acquisitions. He also serves as director of the
corporations owned by the Sytengco Family which includes Swan Insurance Agency Corporation, Seren
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Philippines Corporation, Berny Realty & Development Corporation, Enaja Realty & Development
Corporation, Lancer Realty & Development Corporation, and Altec Realty & Development Corporation.

Christine P. Base was appointed as Corporate Secretary of the Company in January 2017,  Atty C. P.
Base is a senior partner of Pacis & Reyes Law offices and is both a lawyer and CPA by profession. She
obtained her J.D. degree from the Atenec De Manila University. She also serves as corporate secretary
of the following companies: Italpinas Development Corporation, SL Agritech Corporation, Ever Gotesco
Resources and Holdings, Inc., Asiasec Equities, Inc., Araneta Properties, Inc., and Anchor Land Holdings,
Ine,

Regina Simona B. De Guzman is the General Counsel of the Company. Prior to this, she served as the
Compliance Officer and General Counsel of the D&L Industries group of ‘companies and the General
Counsel of Del Monte Philippines Inc. of the multinational food and beverage group Del Monte Pacific
Limited. She earned her LLE degree from the Atenep De Manila University and her BS Business
Economics Degree from the University of the Philippines.

Jennifer B. Balao joined the Company in 2014 as Assistant Vice President and Accounting Head. She was
previously the HR and Finance Director of Pinnacle Real Estate Consulting Services Inc. and the
Accounting Manager of Expressions Stationary Shop, Inc.  She is a Certified Public Accountant and
earned her Accounting degree from the Polytechnic University of the Philippines. She also hold MBA
units from De La Salle University. '

Sabrina Adamelle Poon-Sytengco is the Investor Relations Officer and Corporate Information Officer of
the Company. Prior to her joining the Company, Ms. Poon previously worked as Program Officer in the
Office of the Presidential Adviser on the Peace Process. She holds 2 EBachelors of Arts  degree in
International Studies, Major in International Relations from Miriam College and continuing education
units in Women and Gender Studies from University of Delaware.

Emerson P. Paulino  joined the Company  in 2015 as Internal  Auditor.
Mr. E. P. Paulino is a certified public accountant (CPA) and a certified internal auditor (CIA). He has
over 10 years experience in Internal Audit in areas of manufacturing, IT, praject management, finance
(50X}, sales and administration. His professional work experience also extends to SAP  security and IT
audit involving multinational firms and conglomerate businesses.

The following persons have been nominated for election to the Board of Directors at the Annual
Stockholders’ Meeting to held on 17 May 2017 and have accepted their nominations: i

NECISTO U, SYTENGCO

GERRY D. TAM

ESMERALDO A. TEPACE

VICTORINA B. LADRINGAN

AYLEME Y, SYTENGCO

HECISTO Y. SYTENGCO |l

RICARDC MICANOR M. JACINTO ;
LILIAN 5. LINSAMGAM, Independent Director

ROSALED M. MONTEMEGRO, Independent Director

All nominees for re-election are incumbent members of the Board of Directors of the Company. The
nominees were formally nominated by shareholder Ms. Arleen J. Calub  to the Nemination and
Corporate Governance Committee (composed of Mr. Rosaleo M. Montenegro, Independent Director as
Chairman and Mr. Ricardo Nicanor M. Jacinta, Non-Executive Director and Ms. Yictorina B. Ladringan,
Executive-Director, as members). Ms. Arleen J. Calub is not related to any of the director-nominees for
election. Of the nominees, Mr. Rosaleo M. Montenegro and Ms. Lilian 5. Linsangan, are eligible for
election as Independent Directors in accordance with SRC Rule 38 and its implementing rules and
regulations, Their certifications as to their qualifications and non-applicability of the disqualifications as
Independent Directors are attached hereto as Annexes A and A-1,
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Under the Articles of Incorporation and By-Laws of the Company, the Board shall be composed of nine
(9 directors, two (2) of whom shall be independent directors, all of whom shall have a term of ane year
from date of the annual meeting of the stockholders or until their successors have been elected and
have qualified.

The following are procedure and criteria for the screening of persons nominated for election to the
Board of Directors:

{a) Written nominations by the stockholders shall be received by the Company not earlier than thirty
(30} calendar days before the date of the Annual General Meeting of the Stockholders;

(b} The Nomination and Corporate Governance Committee (the “Committee”) shall assess and
determine if the person nominated for election to the Board of Directors possess all the
qualifications and none of the disqualifications prescribed for directors, including independent
directors, under the Securities Regulations Code and its implementing rules, SEC Code of Corporate
Governance, Company’s Manual of Corporate Governance and such other applicable laws and
regulations. :

{c) Thereafter, the Committee shall identify and recommend a shortlist of qualified nominees far
election at the Annual Meeting of the Stockholders.

To date, no director has resigned from, or declined to stand for re-election to the Board since the
date of the 2016 Annual Meeting of Stockholders due to any disagreement with the Company relative
to its operations, policies and practices.

The afficers of the Company are elected annually by the Board during its organizational meeting.

Significant Employee

The Company has no employee who is not an executive officer and who is expected in his
individual capacity to make a significant contribution to the business.

Family Relationships

Mr. Mecisto U, Sytengco, Company Chairman, and Ms. Lali Y. Sytengco, VP for Purchasing are husband
and wife and the parents of Aylene Y. Sytengco, Director, CFO & Treasurer, Necisto Y. Sytengco i,
Director & SVP-Marketing Operations & Assistant Treasurer and MNed Bryan Y. Sytengco, VP for
Investments. Aylene Y. Sytengco, MNecisto Y. Sytengco Il and Ned Bryan Y. Sytengco are brothers and
sisters.  Ms. Sabrina Adamelle Poon-Sytengco is the wife of Necisto Y. Sytengco Il

There are no known family relationships between the current members of the Board and key officers
other than the above.

Involvement in Certain Legal Proceedings

There has been no occurrence of any of following events during the past five (5) years up to the date 'of
this report which are material to an evaluation of the ability or integrity of any director, any person
nominated to become a directar, executive officer or control person of the Company:

{i} Any insolvency or bankruptcy petition filed by or against any business of which such persons was

a general partner or executive officer either at the time of insolvency or bankruptcy or within
two years prior to that time;
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I

Item 6.

(i) Any conviction by final judgment in a criminal proceeding, domestic or foreign, or any pending
criminal proceeding, domestic or foreign, excluding traffic violations and other minor offenses;

(i) Any final and executory order, judament, or decree of any court of competent jurisdiction,
domestic or foreign, permanently or temporarily enjoining, barring, suspending or otherwize
limiting involvement in any type of business, securities, commodities or banking activities; and

{iv) Any final and executory judgment 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
electronic marketplace or self regulatory organization, for violation of a securities or
commodities law,

Ownership Structure and Parent Company

As of 28 March 2017, Anesy Holdings Corporation owns 64.44% of the outstanding voting shares of the
Company. Anesy Holdings Corporation is owned and controlled by Mr, Necisto U Sytengco (55.5%) and
his children, Aylene, Necisto |l and MNed Bryan all surnamed Sytengeo (12.5% each respectively) and his
sister, Evelyn T. Ching {7%), hereafter referred to as the “Sytengco Family™.

Certain Relationships and Related Transactions

The Company, in the regular course of business, engages in transactions with its affiliates and other
related parties, principally in the form of sale of goods, advances and reimbursement of expenses,
leasing and management and administrative service agreements. All these affiliates are directly and
majority owned by the Sytengco Family. These transactions are generally carried out at the prevailing
market rates or on terms which are no less favourable than the usual commercial terms extended to
unrelated third parties.

The following are the transactions of the Company with related parties:

{iy Sale of Goods - The Company in the normal course of business provides or obtains goods from its
affiliates.

{if} Leases - The Company is leasing its corporate offices and warehouse facilities from its affiliates.

{ili) Advances - The Company, from time to time, borrows and lends certain portion of its funds to
related parties as temporary financing measures to address short term funding gaps, or as part
of its working capital management for the enhanced ability to manage inventary and cash flow.
As of 31 December 2015 and 31 March 2016 , there were no outstanding advances ta and from
related parties. '

{iv) Business and Management Services Agreement - The Company and its affiliates have entered
into a resource sharing arrangement to benefit from the operating efficiencies created from the
pooling of certain manpower resources and the sharing of services. Under these shared services
agreements, the Company extends back office services. Under this arrangement, the Company {3
paid a service fee which takes into consideration the fully allocated or distributed costs of the
services provided depending whether the serviced company is an inactive company or an
operating campany.

Compensation of Directors and Executive Officers
Currently, each independent and non-executive Director receives a per diem allowance of

P15,000.00 and P10,000.00 for every attendance in regular meetings and special meetings of the
Board of Directors, respectively.  In addition, the independent and non-executive directors also

14



receive a per diem allowance of P5,000.00 for each Board Committee meeting attended.
Executive directors receive a per diem allowance of P2,500.00 for each Board meeting attended.

On 28 March 2017, with the independent and non-executive directors abstaining from voting an the
matter, the Board of Directors approved to increase the per diem allowances of independent and
non-executive directors to P25,000.00 for every attendance in Board meetings and a per diem
allowance of P10,000 for each Board Committee meeting attended to take effect on 1 May 2017.

Other than the payment of reasonable per diem allowances as discussed above, thers are no
standard arrangements pursuant to which directors of the Company are compensated, or are to be
compensated, directly or indirectly, for any services provided as a director. .
The total remuneration paid to the President & CED and the top four highly compensated officers
as well as to the other directors and officers as of 31 December 2016 is disclosed in the table herein
below provided,

The officers of the Company are covered by appointment letters which describe their
responsibilities, compensation package and other conditions of work. Except for the legally
mandated benefits for termination of employment or retirement from office, there are no special
arrangements for compensation to be paid to executive officers in the event of termination of
employment or resignation or change in control of the Company. Mo options or stock warrants are
payable to director and executives.

SUMMARY COMPENSATION TABLE

|
! Mame and Principal Position Year Salary Bonuses Others
Gerry . Tan, President & CEQ
Esmeraldo A. Tepace - EVP & COO
Yictorina B. Ladringan - EVP & Chief
Investments Officer
fylene Y. Sytengeo - Chief Financial '
Officer & Treasurer |
Hecisto Y. Sytengca |l |
SYP Marketing Operations & Assistant i
| Treasurer
i | Projected 2017 3,419,000.00 273,520.00 1,806,006.39
! |
I Actual 2016 2,355,047.78 1,567,334.63
Actual 2015 699,712.20 58,582.40 4,508,983.29 |
- i
All other officers and directors as a | Lo |
group unnamed Prajected 2017 4,736,000.00 338, B0.00 B2,044.73
{ Actual 2016 4,119,128.65 71,405.76
Actual 2015 1,342,295.59 111,893.13 | 132,710.11 |
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Item 7. Independent Public Accountants

(a) Having considered the adequacy of its resources and experience, the Board of Directors has
recommended the re-appointment of the accounting firm of Punongbayan & Araullo as external
auditor of the Company for the financal yvear 2017.

The firm has been the Company’s independent auditors since 2013. The Company’s Audit and Risk
Management Committee (composed of Ms. Lilian 5. Linsangan, Independent Director as Chairman
and Mr. Rosaleo M. Montenegro, Independent Director, Mr. Ricardo Nicanor N. Jacinto, Non-
Executive Director, Ms. Victorina B. Ladringan and Ms. Aylene Y. Sytengco, Executive-Directors,
as members) has satisfied itself of the suitability of the Punongbayan & Araullo to  meet the
audit requirements of the Company for financial year 2017 and has recommended the re-
appointment of external auditors of the Company

(b} Mr. Renan A. Piamonte, a partner in the Audit and Assurance Division of the firm, is the lead partner
assigned to handle the account of the Company since 2013 and for the current period.

{c) Representatives of the firm for the current year and for the most recently completed fiscal year are
expected to be present at the Annual Meeting of Stockholders to be held on 17 May 2017 and
they will have the opportunity to make a statement, if they so desire, and are expected to be
available to respond to appropriate guestions.

ia) Punongbayan & Araullo has been the Independent Accountants/external auditor of the Company
since 2013, For the three most recent fiscal years or any subsequent interim periods including until
March 31, 2017, there was no instance where the Company's external auditor resigned or indicated
that they decline to stand for re-election or were dismissed nor was there any instance where the
Company had any disagreement on any matter of accounting principles or practices, financial
statement disclosures, or auditing scope or procedure with the said external auditor,

Audit and audit related fees

The apsresate fees paid for each of the last three (3) financial years for professional services
rendered by the external auditor are as follows:

FY 2014 FY 2015 FY 2016
Feses for Audit & Audit Related Services P 550,000.00 P &50,000.00 P 800,000.00
Fees for tax consulting & compliance services o 0 0
Other fees a ] 0

Audit and Risk Management Committee Policies and Procedures

The Audit and Risk Management Committee (*Committee”) of the Company makes recommendations to
the Board on the appointment, re-appointment, resignation, and removal of external auditors as well as
their remuneration and terms of engagement. Prior to the appointment of the external auditer, the
Committee meets with the external auditor to review and discuss the nature and scope of its audit
program for the Company as well as to evaluate and determine the expenses and fees for the audit and
other related work. Subject to shareholder approval, the Company will appoint the extemal auditors to
audit the Company. The Committee review significant financial reporting issues and compliance
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Item 8.

Item 9.

[tem 10.

term 11.

matters as well as announcements and disclosures relating to the Company's financial results before
they are submitted for the consideration and approval of the Board of Directors,

Compensation Plans

There are no existing or planned stock options. Mo action 15 to be taken at the Annual
stockholders' Meeting with respect to any plan  pursuant to which cash or non-cash compensation
may be paid or  distributed.

Autherization or issuance of securities other than for exchange

The Company is also seeking approval from the shareholders for the following matters or actions to be
taken in the forthcoming Annual Shareholders' Meeting:

&, Follow On Offering
() A planned offer and sale to the public of its unissued common shares in a follow on offering
(*Offer”) to undertaken within a period of 12 months, subject to the prior approval of the

Securities and Exchange Commission and Philippine Stock Exchange;

(17} To delegate the authority to determine the terms of such Offer to its Board of Directors,
including the utilization of the proceeds of the Offer; and

{iii} Assent that no further authorization for the issuance of the securities by wvote of  the
shareholders will have to be solicited prior to such issuance,

The Offer is intended to raise funds in support of the investment strategy and proposed business
diversification plans of the Company to engage in property related investments and businesses.

B. Stock Dividend Declaration

The Company 1s also seeking approval from shareholders representing 2/3 of the outstanding capital
stock of the Company, of the declaration of stock dividends of approximately 46,761,616 common
shares to be payable at the rate of one (1) common share for every twenty five (25) common shares
owned by stockholders and any resulting fractional shares shall be dropped. The record date and
payment date shall be determined by the Board of Directors after relevant regulatory approvals have
been obtained.

Modification or Exchange of Securities

There are no matters or actions to be taken up for the modification of any class of the
Company's  securities or  the  issuance or  authorization for issuance of one class of the
Company’s securities in exchange for outstanding securities of another class,

Financial and Other Information

ia) The following financial reports and related documents are herewith attached as Appendix 1.

(i) Statement of Management's Responsibility for Financial Statements

{ii) Report of Independent Auditors
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{ifi} Financial Statements as of December 31, 2016 and 2015 and MNotes
to Financial Statements

{iv) Report of Independent Auditors to Accompany Supplementary Infarmation
Required by the SEC ta be filed separately from the Basic Financial Statements

fv] Supplementary Schedules to Financial Statements (Annex 68-E, SRC Rule 68)

{vi) Annual Summary of Disbursement of 1PO Proceeds as of December 31,2016 as certified by the
Chief Financial Officer & Treasurer;

(vii) Motes to the Schedules on the Disbursement of IPO Proceeds dnd Progress Report as of and
for the year ended December 31, 2016;

ivill) Report of Review of Certain Financial Infarmation by External Auditor on Annual Summary of
Disbursement of IPQ Proceeds as of and for the year ended December 31, 2016; '

ib) Description of the General Nature and Business of the Company and Plan of Operations

The Company was incorporated on 17 July 2001 and was formerly known as Sytengcoe Philippines
Corporation. The change to its present name was approved by the Securities & Exchange
Commission (SEC) on 18 November 2014,

The Company is one of the leading chemical trader-distributors in the Philippines, supplying a diverse
customer base of more than 1,800 customers nationwide with over 3,000 chemical products sourced
from more than 500 suppliers. The core of the Company’s operations is in the trading and warehouse
distribution business as the Company generally procures chemicals by bulk and sells and distributes them
to market customers in relatively smaller quantities.

The Company sells chemicals that are used in manufacturing processes and as components of or
ingredients in other products. It offers a comprehensive selection of chemical products that are used
as food ingredients, industrial raw materfals, inputs in feeds, agriculture and veterinary care,
pharmaceutical materials, and ingredients for personal care and cosmetics products. These are mostly
commodity chemicals which are typically made to standard industry specifications and are essentially
fungible goods. '

The Company sources its chemical products from major chemical producers and global chemical
distributors. Such chemicals are sold to a broad and diverse range of customers comprising of
manufactirers, integrators, processors, refineries, millers and traders. These entities vary from small
and mid-sized companies to multinational corparations and conglomerate businesses involved in industrial
manufacturing, food and beverage, agriculture, pharmaceutical, personal care and cosmetics, and
veterinary health, Products are sold to its customers through direct selling efforts and through other
traders on wholesale basis, and are delivered to the customers either through warehouse distribution or
direct distribution.

To build its capital and diversify its income base, the Company also takes advantage of the opportunities
in the real estate market and buys real properties for Company’s value enhancement. These non-core
assets are financed through internally-generated cash, borrowings and proceeds from sale of some
investments. Such assets are held as investments for capital gains. The Company engages in and adjusts
such selective land acquisition program in response to competition as well as the prevailing and
anticipated economic conditions.

The chemical trading business has been highly successful that, over time, the Company was able to

invest its surplus funds to take advantage of opportunities in the real estate market and experience a
significant improvement in values of its real estate investments.
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In 2016, the Company unlocked the value of certain long term investments in property related holdings
which were held for capital growth and completed with a significant one-off gain from the disposal of
such investments assets in the amount of P858.8 million. The Company also continued to pursue
attractive investment opportunities and has taken small ownership stake in companies investing in real
properties for a more diversified interests in different investment holdings at a lower capital
requirement and risk exposure to the Company,

The Board of Directors believes that the business prospects of property investments have much
potential given the robust growth of the property market and sees such investment strategy to
contribute materally to the Company's earnings on a sustainable and long- term basis.

Funded initially from its earnings from the sale of its investment prnperﬂra-s, the Company intends to
further take advantage of the opportunities in the real estate market and continue with such investment
strategy as a separate business of the Company to be undertaken by its wholly owned subsidiary, SBS
Holdings and Enterprises Corporation. This move is intended to provide balance. to counteract some of
the fluctuations in the chemical trading business and  at the same time grow and diversify the
Company's income streams.

The Company expects to show continued progress in its core business and deliver good profits through
2017 as it expands and diversifies its product portfolic. The Company aims to grow its volumes in the
food and beverage, homecare and industrial segment in 2017,

The Company also intends to provide for diversified returns and generate attractive and sustainable
additional income streams by pursuing investments in property related assets and expanding into
property related businesses subject to shareholder approval.

(c) Management's Discussion and Analysis of Financial Condition and Results of Operations

The following discussions should be read in conjunction with the 2016 Consolidated Audited Financial
Statements of the Company and its Subsidiary as of and for the years ended 31 December 2016 (with
comparative figures os of 31 December 2015).

Results of Operations

Material Changes to the Statement of Comprehensive Income  for the year ended 3
December 2016 compared to the Statement of Comprehensive Income for the year ended 31
December 2015.

Sales for the period grew by 6.6% from P940.0 million in 2015 to P1,002.1 million in 2016, The increase is
largely due to the higher volume sales primarily of raw material ingredients for feeds, cosmetics and
pharmaceutical products.

The cost of goods sold increased by P111.7 million or 16.4%, from P&B2.2 million in 2015 to P793.9
million in 2016. The increment is due to higher sales volume and changes in price and product mix in
2016 compared to 2015,

Gross profit declined by P49.6 million or 19.2% from P257.8 million posted in 2015 to P208.2 million in
2016 to soft pricing of industrial products, change in the product mix involving low margin feed
ingredients, and depreciation of the local currency against US dollar. The demand for industrial
chemicals was particularly affected by slowdown in local mining activities during the year.
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Other operating expenses decreased by 0.5% or P0.7 million from P123.7 million in 2015 to P123.1 million
in 2016 due to non-recurrence of one-off professional fees and taxes related to the 2015 Initial Public
Offering, while higher salaries, rental and transportation expenses were incurred in 2016 as compared to
2015, Other operating Income increased by 9.3% or P%.4 million in 2016 following the adjustment in
property rentals on account of the scheduled annual escalation.

COperating prafit declined by 16.8% or P39.5 million from P234.9 million in 2015 to P195.4 million in 2016
on account of the drop in gross profit of P45.6 million which was partly compensated by an increase in
operating income of P9.43 million.

Met gain of P826.2 million was realized from the disposal of certain investment properties located in
Las Pifias City and Taguig City while a net gain of P32.5 million was attributed to the disposal of the
investments in shares of stocks in Meschester Corporation, an associate company.

Finance charges reduced by 116.6% or P34.1 million on account of substantial debt paydowns of bank
liabilities . From net finance expense of P29.3 million in 2015, a positive contribution of P4.9 million in
2016 was registered arising from additional interest income earned from unutilized cash proceeds from
disposal of assets.

In 2016, the Company made new investments in shares of four (4) newly 'incorporated associate
companies. Equity in net losses of an associate of P4.0 million in 2016 represents the Company's share of
the incorporation costs incurred by the associate companies.

The income tax expenses declined by 6.4% or P3.0 million from P46.3 million in 2015 to P43.3 million in
2016 on account of lower income realized.

Met profit improved by 5.3x from P159.0 million in 2015 to P1,000.6 million in 2016 as a result of the
one-off gain of P858.7 million realized from the sale of certain of the Company's investment assets
representing 85.8% of the Company's net income for 2016,

Material Changes to the Statement of Financial Position as at 31 December 2016 compared to the
Statement of Financial Position as at 31 December 2015. '

Assets

As at 31 December 2016, total assets reached P3,990.6 million, consisting of P2,941.0 millien in current
assets and P1,049.7 million in non-current assets. As at 31 December 2015, the total assets registered
P3,867.8 million comprising of P2,624.5 million in current assets and P1,243.4 million in non-current
assets.

Cash in banks increased by 65.1% or P545.6 million from P837.6 million in 2015 to P1,383.1 million in
2015, For the period, total cash collection amounted to P1,702.0 million and was received from the
following: P1,149.5 million net cash from the disposal of twe investment properties; P480.4 million net
cash from operating activities; P50.5 million net cash received from disposal of investment in an
associate; P10.2 million cash dividends received from HTM investment; P8.8 million interest earned on
short term bank placements and P2.6 million as foreign exchange gains. Against such collections, the
cash disbursements or settlements made for the period totalled P1,156.4 million, comprised of the
following: P900.0 million in loan repayments (net of availments}, P152.0 millicn in additional investment
in associates: P44.4 million as cash dividends declared and paid in May 2016; P30.0 million buy back
shares; P19.0 million as interest payments on short term bank loans and secured bank trust receipts; and
P11.0 million for the acquisition of property and equipment.

Trade and other receivables declined by 21.4% from P125.9 million in 2015 to P99.0 million in 2016 due
to an increase in cash sales in 2016.
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mel1nventﬂry level went down by P214.1 million or 14.0% from P1,527.2 million in 2015 to P1,313.1
million in 2016 as a result of higher sales volume and cutback in product importations due to volatility in
foreign currency exchange rates.

Prepayments and other current assets increased by P11.9 million or 8.9% to P145.7 million in 2016 fram

P133.9 million in 2015 on account prepaid rental made in 2016 net of the of the application of input VAT
credits.

Investment in associates grew by P129.9 million or 7x from P18.1 million in 2015 to P148.0 million in
2016 as a result of additional new investments made in shares of four (4) newly incorporated associate
companies net of previous disposal of investment in associate and share in equity losses.

r-“r‘r::n|:_n=_-rl:1.§r and equipment values increased by P4.9 million or 31.5% to P20.4 million in 201& from P15.5
m!llmn in 2015 due to the acquisition of new transpart and office equipment in the amount of P11.0
million net of P6.1 million additional depreciation expense during the period.

In‘_-re_stment properties were reduced by P323.3 million or 33.8% from P955.3 million in 2015 to P§32.0
million in 2016 on account of the sale of two (2) investment properties in 2016.

Deferred tax asset went down by 53.4% or P5.2 million from P9.7 million in 2015 to P4.5 million in 2016.
This was attributable to the decrease of inventory allowance and advance rental net of the increase on
the following accounts: actuarfal loss on retirement plan; equity losses of associates; retirement benefit
obligation; and unrealized foreign currency gains,

Liabilities

The total liabilities as at 31 December 2016 amounted to P782.8 million comprised of P774.6 million in
current liabilities and PB.2 million in non-current liabilities. For 31 December 2015, the total liabilities
was at P1,596.8 million, comprising of P1,277.4 million in current labilities and P319.4 million in non-
current liabilities.

Current loans payable declined by 55.7% or P587.5 million from P1,055.0 million in 2015 to P467.5 million
in 2016 mainly due to loan settlements.

A portion of the long term loans were partially settled in 2016 and the remaining balance reclassified
as current to mature in 2017,

Trade and other payables increased by 42.8% or by P92.1 million to P307.1 million in 2016 from P215.0
million in 2015 mainly contributed by the increase of trust receipts pavables and accrued expenses, trade
payables net of the decline in security deposits and advance rentals.

There was no income tax payable outstanding as of December 31, 2016 due to higher payment was made
in three gquarters in the amount of P44.7 million was paid in May, August and November over the income
tax expense due of P43.3 million.

Post-employment defined benefit obligation has an accumulation of 18.2% or P1.3 million from P6.9
million in 2015 to PE.Z million in 2016 on account of a recognized re-measurements on deferred benefit
obligation and related interest cost.

Total equity
The total equity as at 31 December 2016 was P3,207.9 million, comprising of P1,200.0 million in capital
stock, P898.4 million in additional paid in capital stock, P1,143.5 million in retained earnings gross of

P4.0 million revaluation reserves and net of P30.0 million in treasury shares. For the period ended 31
December 2015, total equity amounted to F2,271.6 million, comprising of P1,200.0 million in capital
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stock, P898.4 million in additional paid in capital stock, P176.4 million in retained earnings gmsé of P3.7
miltion revaluation reserves,

In line with the Company share buyback program approved by the Board of Directors on November 8,
2016, the Company acquired a total of 5,454,400 shares (held as treasury shares) in 2016 for a total
cost of P30.0 million. :

Retained earnings increased by 5.5x or P967.1 million from P176.4 million in 2015 to P1,143.5 million
in 2016, This is attributed to the P1,011.5 million net income realized for the current period less cash
dividends distributed in the amount of P44.4 million in 2016.

Liquidity and Capital Resources
Net cash flows from operating activities

The 2016 cash flows from operating activities resulted to a net inflow of P480.4 million. The cash
receipts were mainly used for inventory purchases and about 10% thereof on other current assets.

Met cash flows from Investing activities

The net cash flow fram investing activities increased with the additional net inflow of P1,056.1 million.
The cash balance increased on account of the cash sale proceeds received from the sale of investment
properties, investments in shares in an associate, cash dividends received from HTM securities held,
interest income earned from short term placements which cash proceeds were partially applied for the
additionat investment in associates, additional acquisition of property and equipment and investment in
subsidiary.

Net cash flows used in finanecing activities

The net cash flow from financing activities resulted in a net outflow of P993.4 million. The major
outflows was due to the settlement of loans amounting to P900.0 million net of availments, pay out of
cash dividends, acquisition of treasury shares and interest payments.

The following discussions should be read in conjunction with the 2015 Audited Financial
Stgtements of the Company as of 31 December 2015 and for the vears ended 31 December

2014 and 37 December 2013,

Results of Cperations

Material Changes to the Statement of Comprehensive Income  for the year ended 31
December 2015 compared to the Statement of Comprehensive Income for the year ended
31 December 2014.

Sales for the period grew by 0.7% from P933.1 million in 2015 to P940.0 million in 2015. The increase
is largely due to the higher volume sales primarily of food ingredients and industrial chemicals,

The cost of goods sold increased by P13.7 million or 2.0% from P668.5 millien in 2014 to P682.2 million in
2015, The increment is due to the additional allowance for inventory write-down amounting to P12.4
millian in 2015.

Gross profit declined by P&.8 million or 2.6% fram P264.6 million posted in 2014 to P257.8 million
in 2015 due to the increase in the allewance for inventory write-down.
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Other operating expenses increased by 23.2% or P23.3 million from P100.4 million in 2014 to P123.7
million in 2015 due to higher salaries, rental expenses, insurances, as well as additional taxes and
licenses,  trainings, supplies, transportation, representations and  advertising expensesn
connection with the preparations fer the Initial Public Offering of the Company. Such increase in
expenses was compensated by 67.7% decline in finance charges amounting to P&1.4 million or from P90.6
million in 2014 to P29.3 million in 2015 due to the retirement of certain term loans during the year,
receipt of cash dividends from HTM securities, and interest income from short term placements.

Other cperating Income increased by 37.7% or P27.6 million in 2015 following the adjustment
in property rentals on account of the scheduled annual escalation.

Equity in net losses of an associate significantly declined by 68.0% or P0.6 rlemn as a result of lower
losses incurred by the associate company in 2015 comparad to 2014,

The income tax expenses slightly increased by 1.3% or PO.6 million from P45.7 million in 2014 to
P46.3 million in 2015. Met profit improved by 58.7% from P100.2 million in 2014 te P159.0 million
in 2015. This is  attributed principally to the increase in rental income and reduction in finance
cost. :

Material Changes to the Statement of Financial Position as at 31 December 2015 compared to the
Statement of Financial Position as at 31 December 2014

Assets

As at 31 December 2015, total assets reached P3,867.8 million, consisting of P2,624.5 million in current
assets and P1,243.4 million in non-current assets. As at 31 December 2014, the total assets registered
P3,427.4 million comprising of P2,179.5 million in current assets and P1,247.9 million in non-current
assets.

Cash in banks increased by 147.7% or P499.4 million from P338.1 million in 2014 to P837.6 million in
2015.  For the period, total cash collection amounted to P1,710.5 and was received from the
following: P1,636.4 million in additional share subscription payment; P5.5 million from proceeds of the
sale of HTM investment; P10.3 million from cash dividends received from HTM investment; PO.1 million
proceeds from proceeds of sale of AFS financial assets; P57.2 million from sale of financial assets at
FVTPL; and P1.0 million as foreign exchange gains. Against collections, the cash disbursements or
settlements made for the period totalled P1,211.1 million and comprised of the following:
P57.5 million in loan repayments (net of availments), P265.5 million declared in 2014 and P100.0
million declared in 2015, the total of which in the amount of P365.5 million paid in 2015, P25.6 million
for the additional purchase of financial assets at FVTPL, P0.3 million in office equipment
acquisition, P699.2 million as payment settlement of advances from related parties; P46.2 million in
interest payments (net of interest income on short term placements), and  P16.8 million net cash
used in operating activities.

Trade and other receivables increased by 25.6% from P100.2 million in 2014 to P125.9 million in 2015
due to an increase of credit sales in the last quarter of 2015.

The inventory level stightly went down by P30.7 million or 2.0% from P1,557.9 million in 2014 to P1,527.2
million in 2015 as a result of higher service levels in 2015.

Financial assets at fair value, which had a beginning balance of P29.3 million during year, were 4ll
disposed of in 20165.

Prepayments and other current assets declined by P20.1 million or 13.08% to P133.87 million in 2015
fram P154.0 million in 2014 aon account of the application on input VAT credits.
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Property and equipment values dipped by P6.7 million or 30.1% to P15.5 million in 2015 from  P22.2
million in 2014 as a result of the P7.0 million additional depreciation expense net of P0.3 million
acquisition of office equipment during the period.

Deferred tax asset went up by 4x or P7.8 million from P1.8 million in 2014 to P9.7 million in 2015.
This was attributable to the additional deferred tax on account of the additional inventory
allowance and advance rentals,

Other non-current assets slightly declined by 2.1% or F5.4 million from P250.1 million in 2014 to P244.7
million in 2015 due to disposal of certain investments in stocks.

Liabilities

The total liabilities as at 31 December 2015 amounted to P1,596.8 million, comprising of P1,277.4
million in current liabilities and P369.4 million in non-current liabilities. or 31 December 2014, the total
liabilities was at P2,849.4 millicn, comprising of P1,683.7 million in current liabilities and P1,165.7
million in non-current liabilities.

Current loans payable grew by 303.4% or P793.5 million from P261.5 million in 2014 to P1,055.0 million
in 2015 as additional short terms loans were obtained to finance the settlement of advances from related
parties as well as for working capital purposes.

Long term loans payable significantly fell by 73.14% or by P851.0 million due to the retirement of
certain long term loans in 2015. !

Trade and other payables declined by 49.2% or by P207.8 million due settlement of certain trust receipts
liabilities.

Advances from related parties amounting to P695.2 million were fully settled in 2015.

There was no balance in the dividends payable in 2015 as the P265.5 million declared in 2014  was paid
and distributed in 2015.

Income tax payable was reduced by 78.8% or P27.4 million in 2015 following the payment of the
corporate income taxes of P 34.7 million in April 2015 and three guarters of year taxes in the amount of
P36.7 million was paid in May, August and November. The outstanding income tax payable of P7.4
million refers to the balance of the year income tax due for payment on April 15, 2016,

Post-employment defined benefit obligation has an  accumulation of 215.1% or P4.7 million from P2.2
million in 2014 to P6.9 millionin 2015 on account of a recognized re-measurements on DBO of
P4.3 million, current service cost of P0.3 million, and PO.1 million interest cost.

Total equity

The total equity as at 31 December 2015 was P2,271.1 million, comprising of P1,200.0 million in capital
stock, PE98.4 million in additional paid in capital stock, P176.4 million in retained earnings gross of P3.7
million revaluation reserves, For the period ended 31 December 2014, total equity amounted to  P578.0
million comprising of P262.0 million in capital stock, P200 million in additional paid in capital
stock, P117.4 million in retained sarnings gross of P1.4 million revaluation reserves.

Capital stock increased from P262.0 million in 2014 to P1,200.0 million in 2015 due to the additional
subscription and issue of P353 million common shares, collection of P165.0 million subscription receivable
from Anesy Holdings Corporation, and additional of P420.0 million from initial public offering in August
10, 2015.
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Retained earnings increased by 50.3% or P59.0 million from P117.4 million in 2014 ta P176.4 million in
2015. This is attributed to the P159.0 million net income realized for the current period less the
declaration of cash dividends of P100.0 million in 2015 out of the 2014 unrestricted retained earnings.

Liquidity and Capital Resources
Met cash flows from operating octivities

The 2015 cash flows from operating activities resulted to a net outflow of P16.8 million. The cash
receipts were mainly used for inventory purchases and about 10% thereof on other current assets.

Net cash flows from investing activities

The net cash flow from investing activities went up with the additional net inflow of P51.7 million.
The cash balance increased as a  result of the sale of, and cash dividends received from, HTM
securities, interest earned on short term placements, and proceeds from the sale of FVTPL financial
assets amounting to P31.6 million net of purchases,

Net cash flows used in financing activities

The net cash flow from financing activities resulted in a net inflow of P463.5 million. The major inflows
came from the new subscriptions of commoen shares of the Company while majority of the outflows were
due to cash dividends declared, prepayment of certain term loans and settlement on advances from
related parties.

Key Performance Indicators

2016 2015 2014
Liquidity Ratio ' 379.7% 205.5% 129.4%
Debt to Equity Ratio ? 24.4% 70.3% 493.0%
Asset to Equity Ratio * ©124.4% 170.3% 593.0%
Return on Assets * 25.7% 4.4% 2.9%
Return on Equity * 36.9% 11.2% 18.5%
Cost to Income Ratio ® 12.3% 13.2% 19.0%
Earnings per Share 7 PHP 0.84 PHP 0.18 PHP 1.80

" Current Assets over Current Liabilities

¥ Total Liabilities aver Equity

¥ Total Assets over Equity

* et Income over Average Assets

* Net Income over Average Equity

8 Cost and Expenses aver Revenues

* Net Income over Weighted Average Number of Commen Outstanding Shares

Other qualitative and quantitative factors

{1} Any known trends or any known demands, commitments, events or uncertainties that will
result in or that are reasonably likely to result in the registrant’s liquidity increasing or
decreasing in any material way. The following conditions shall be indicated: whether or not
the registrant is having or anticipates having within the next twelve {12) months any cash
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(if)

(iii)

(iv)

flow or liguidity problems; whether or not the registrant is in default or breach of any note,
loan, lease or other indebtedness or financing arrangement requiring it to make payments;
whether or not a significant amount of the registrant's trade payables have not been paid
within the stated trade terms.

The Company does not expect any liguidity problems and is not in default of any financial
obligations. The Company has complied with the existing loan covenants and restrictions as of
31 December 2016.

Any events that will trigger direct or contingent financial obligation that is material to the
company, including any default or acceleration of an obligation:

Mone

Any material off-balance sheet transactions, arrangements, obligations (including contingent
obligations), and other relationships of the company with unconsolidated entities or other
persons created during the reporting period:

Mone

Any material commitments for capital expenditures, the general purpose of such
commitments, and the expected sources of funds for such expenditures

Reference is made to the proposed utilization of proceeds raised from the IPO as disclosed in the
Company's Prospectus dated July 24, 2015 and the Disbursement of Proceeds and Progress
Report dated April 15, 2016,

On May 20, 2016, the Company's Board of Directors approved the variation in and extension of
timeframe for the utilization of the remaining unutilized balance of the |PO proceeds amounting
to P670,884,497.96. The details of the reallocation and change in the use of IPO Proceeds are as
follows:

fa) P350,000,000.00 initially allocated and earmarked for the acquisition of a real estate
property located in Muntinlupa City has been redeployed and reallocated instead to fund
strategic acguisitions. The project for the acquisition of the industrial property located at
Brgy. Tunasan Muntinlupa City originally intended as the new warehouse depot site has
been reconsidersed in light of the residential communities being developed alongside the
proposed warehouse location site and the likely locational conflicts and zoning issues
resulting from such change in land use.

The Company’s Directors and Management considered it to be in the best interests of the
Company and its sharehalders that this portion of the IPO proceads is instead channeled to
further its strategy to grow its business through synergistic acquisitions that will enhance
the Company’s product offerings and servicing capabilities. The redeployment of such
financial resources to pursue potential business-building acquisitions is in step with the
strategic goal of the Company to grow its principal business and expand of its chemical
operations via acquisition, and/or investments in allied chemical businesses, as and when
such opportunity arises, The Company anticipates to close such projects during the period
2016-2018,

ib) P100,000,000.00 initially allocated and earmarked for the construction of the new
Muntinlupa warehouse facilities is redeployed and reallocated instead to fund the setting up
of value added services and/or construction of such facilities to enhance and increase the
Company's value-added services. The Company expects to undertake these project during
the period 2016-2017.
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(v)

(vi)

{vif)

(c) P103,969,248.00 initially allocated and earmarked to fund specific capital expenditures as
detailed in the Company's Prospectus dated July 24, 2015 is reallocated to finance
investments in new equipment and machinery to include but shall not be limited to those
itemized in the Company's Prospectus which investments are to be staggered during the
period 2016-2017 and aligned with the current business needs of the Company .

{d) P100,000,000.00 initially allocated and earmarked to fund specific new product purchases
as detailed in the Company's Prospectus dated July 24, 2015 is reallocated to finance the
purchase and importation of additions to the Company's product portfolio to cover a much
broader range of products which shall include but shall not be limited to new products and
product improvements listed in the Company’s Prospectus as well as fund the organization
of a business development unit to strengthen sales and marketing force for the additional
product offerings.

{e) P14,830,318.45 excess of actual IPO expenses over the estimated IPO expenses is channele:i
to general working capital requirements.

{f) P2,084,931.51 savings arising from lower actual interest expense from the interest costs
estimated for the BDO debt prepayment is likewise channelled for use as additional general
working capital.

Any known trends, events or uncertainties that have had or that are reasonably expected to
have impact on sales/revenues/ income from continuing operations.

The sustained economic growth and strong consumer demand forecasted for 2017 are expected
to provide the Company with business growth momentum. The Company expects to be able to
benefit from such increase in consumption driven demand associated with the use of chemical
ingredients for food, feeds, cosmetics and pharmaceutical products.

The recent slowdown in mining activities and weaker demand for industrial chemicals are seen
to continue in 2017 and are expected to cause some level of uncertainty and restrained growth
for industrial chemicals, '

The lease arrangements of the Campany with respect to the  Ayala and subleased Paco
properties were terminated and will no longer be continued in 2017 as a result of changes in
the business requirements of the Company's lessees.  The discontinuation of these lease
arrangements will impact income flows in 2017. ;

Any significant elements of income or loss that did not arise from continuing operations.

The Company sold two of its investment properties in May 2016, and its entire 35% shareholding
interests in an associate in August 2016. The sale resulted in significant cash Inflows and a
marked increase in income attributable to the net gain realized from the sale of such
investment assets.

Seasonal aspects that had material effect on the financial condition or results of operations.

For some end markets served by the Company, there is a pronounced cyclicality in the level of
industrial production due to consumption and weather patterns affecting their processes and
products. For the food and beverage business, the low requirement months in general are
March-April and November-December while these drier months are generally the peak period for
the requirements of the feeds and mining industries. This pronounced cyclicality creates some
complexity in inventory management as the Company has to make purchases that would need to
correspond to the expected demand for its products. However, the Company’s significant
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experience in the industry allows it to fairly estimate the supply requirements of its client base.
The Company considers historical.sales data, customer’s relling production forecasts, market
information collected by the sales force and seasonal trends in anticipating future demand for
its products. Further, given the Company's presence in a broad range of industries, there is
substantially less exposure to the eyclicality.

{a) Market price of and dividends
(i) Market Infarmation

The Company was admitted to the Main Board of the Philippine Stock Exchange  on 10
August 2015 and its shares listed and traded on the Philippines Stock Exchange (PSE).

The following are the high and low sales prices” of SBS Philippines Corporation  for the
following quarterly periods: '

High Low
Third Quarter of 2015 PhP 7.63 PhP 4.12
Fourth Quarter of 2015 PhP 7.24 FhP 5.47
First Quarter of 2016 PhP 7.22 PhP 4.46
Second Quarter of 2016 PhP 7.05 PhP 6£.05
Third Quarter of 2018 PhP 6.68 PhP 5.85
Fourth Quarter of 2016 PhP &.30 PhP 5.00

Source: Philippine Stock Exchange

The closing price as of 28 March 2017, being the Latest Practicable Trading Date, is PhP 5.90.,

{ily  Holders
As of 31 December 2016, the total number of registered stockholders based on the records of

the Company’s Stock and Transfer Agent is seven (7), with the shares held in the name of PCD
nominee corporation belonging to 114 PDTC participants.

As of 31 December 2016, the following are the top 20 shareholders of the Company:

Name Mumber of Shares % of Ownership

Subscribed
1. BDO SECURITIES CORPORATION® 759,508,100 63.29%

/o PCD Nominee Corporation

2. ABACUS SECURITIES CORPORATION ' 289,672,219 24.14%
¢/ PCD Nominee Corporation

3. EVERGREEN STOCK BROKERAGE &
SECURITIES :
¢fo PCD Nominee Corporation 36,742,000 3.06%
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cfa PCD Mominee Corporation

4. DA MARKET SECURITIES INC. 17,087,800 1.42%
¢/o PCD Nominee Corporation
5. COL FINANCIAL GROUP, INC. 15,873,854 1.32%
¢/ o PCD Mominee Corporation
6. TIMS0M SECURITIES INC. 13,028,900 1.08%
c/o PCD Nominee Corporation
7. WEALTH SECURITIES, INC. 10,225,800 0.85%
cfa PCD Nominee Corporation
8. HDI SECURITIES, INC. 7,937,400 0.66%
¢fo PCD Nominee Corporation
9. IGC SECURITIES, INC. 5,202,900 0.43%
¢/o PCD Mominee Corporation
10. FIRST METRO SECURITIES BROKERAGE
CORP. 4,831,328 0.40%
c/o PCD Nominee Corporation
11. BPI SECURITIES CORPORATION, 3,952,998 0.33%
c/o PCD Nominee Corporation
12. R. MUBLA SECURITIES INC. 3,231,800 0.27%
cfo PCD Mominee Corporation
13. TRITOM SECURITIES CORP. 1,687,800 0.14%
¢/o PCD Mominee Corporation
14. THE FIRST RESOURCES MGMT & SEC.
cfo PCD Nominee Corporation 1,684,000 0.14%
| 15. PHILSTOCK FIMANCIAL INC. 1,571,650 0.13%
cl/o PCD Nominee Corporation
16. R.5. LIM & CO., INC. ' 1,287,300 0.11%
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clo PCD Nominee Corporation

17, TOWER SECURITIES, INC. 1,227,100 0.10%
| c/o PCO Neminee Corporation
18. MAY BANK ATR KIM ENG SECURITIES, INC.
c/o PCD Nominee Corporation 1,210,900 0.10%
19. YU & COMPANY 1,180,300 0.10%
c/o PCD Nominee Corporation
|
20. AP SECURITIES, INCORPORATED 1,047,500 0.09%

(i) Dividends

The table below sets forth the dividend history of the Company:

Dividend o
Dividend Rete Record Date Payment Date Total Amount Paid
TBA after approvals of the
Stock shareholders and relevant o :tgeter:nh;ed
2017 Dividend 2511 regulatory agencies have been b
f date has been
obtained.
L
20in .C.Emh P 0.037 6/01/2016 672272016 P, 400,000.00
Dividend
Cash
2015 Dividend PO 12821 310542015 O4/28/2015 P 100,000,000.00
2014 Cash 1 p o176 | 1202972014 03/25/2015 P 265,494,338.00
Dividend

Dividend Policy

On 5 March 2015, the Company adopted a dividend policy pursuant to which stockholders may be entitled
to receive, upon declaration by the Company’s Board of Directors, dividends equivalent to approximately
twenty percent (20%) of the prior year’s net income after tax based on the Company's audited financial
statements as of such year, subject to the availability of the unrestricted retained earnings and except
when: (i) justified by definite corporate expansion projects or programs approved by the Board; or (i)
when the Company is prohibited under any loan agreement with any financial institution or creditor,
whether local or foreign, from declaring dividends without its consent, and such consent has not been
secured; or (iii} when it can be clearly shown that retention of earnings is necessary under special
circumstances obtaining in the Company, such as when there is a need for special reserves for prabable,

contingencies,
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Recent Sales of Unregistered or Exempt Securities

The following shares were issued to/subscribed by the following shareholders and paid for in cash or its
equivalent:

On 18 November 2014, in connection with the increase in authorized capital stock of the Company to
P1.000,000,000, divided into 1,000,000,000 common shares with par value of P1 each, the Company
issued 250,000,000 common shares to the following shareholders as their share subscription in the
increase in the authorized capital stock:

MAME NO. OF SHARES | AMOUNT PAID UP
_ | __(PhP)

Anesy Holdings Corporation i 245,000,000 P 80,000,000

Meeista U. Sytengco | 3,850,000 3,850,000 |

Aylene Y. Sytengco 1,100,000 1,100,000 |
__EEIWin R. Abella 25,000 25,000 ]

Ricardo Micanor N, Jacinto 25,000 25,000 |

TOTAL 250,000,000 P 85,000,000 |

Anesy Holdings Corporation fully paid the Pfﬁi,ﬂﬂﬂ.ﬂﬂﬂ?u_bs:riptmn balance on 23 March 2015.

Thereafter, on 18 December 2014, the Company further increased its authorized capital stock to
P1,550,000,000.00 divided into 1,550,000,000 common shares with a par value of P1.00 per share. Anesy
Holdings Corporation subscribed to an additional 155,000,000 shares in the increase in authorized capital
stock of the Company.

On 5 March 2015, Anesy Holdings subscribed further to an additional 353,000,000 common shares of the
Company. which it fully paid by virtue of the conversion of its P350,000,000.00 advances as of 31
December 2014 into common shares of the Company and the balance paid in cash by Anesy Holdings to
the Company.

The foregoing additional issuances of the common shares of the Company are exempt transactions under
Sections 10.1(e} and 10.1(i) of the Securities Regulations Code. The foregoing additional share
issuances did not require any written confirmation of exemption from SEC pursuant to SEC-CFD
Memorandum Circular No.2, Series of 2001.

Corporate governance

The trust of our stakeholders, especially of our shareholders, customers and business partners, is
fundamental to our business and is the source of success and growth of the Company. We are
committed to preserving this relationship of trust by conducting our business in a responsible manner
and carrying out sound corporate governance practices.

On 5 March 2015, the Company adopted its Manual of Corporate Governance. The Company’s Corporate
Governance Manual (“CG Manual™) serves to supplement the Articles and By-Laws of the Company in
providing standards of governance in the performance of the duties and responsibilities of the Board of
Directors, Management and employees to shareholders of the Company and other stakeholders.
The Company's corporate governance policies and practices  are summarized in the 2016 Annual
Corporate Governance Report of the Company, a copy of which is available at

http: / /www.sbsph.com/ annualcorporategovreport. php.
The Company is in the process of amending its Manual of Corporate Governance to align it with the

principles and best practice recommendations under the Revised Code of Corporate Governance for
Publicly Listed Companies pursuant to SEC Memorandum Circular Mo, 19 Series of 2016,
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item 12. Mergers, Consolidations, Acquisitions and Similar Matters

There are no matters or actions to be taken up at this year's annual stﬂckhalders meeting with respect
to a merger, consolidation, sale or liguidation of the Company.

ltem 13. Acquisition or Disposition of Property

The following investiment of funds in other corporation or business for a purpose other than the
primary purpose for which the Company was organized are submitted to the shareholders for
ratification: ;

{a) Investments in Associate Companies

Submitted for ratification by shareholders representing at least 2/3 of the outstanding
capital stock of the Company in  the forthcoming Annual General Meeting are the
Company's investment of funds in the following newly organized property holding
companies:

(i) Investment of P38.75 million in Ayschester Holdings Corporation (“AHC") by
way of subscription to 38,750,000 common shares of the capital stock of AHC
at its par value of P1.00 per share, representing a fully paid 25% shareholding
interests in AHC. Ayschester Holdings Corporation was incorporated on
February 22, 2016 and in June 2016 acquired a 1,776 square meter lot located
along EDSA in Mandaluyong City.

{ii} Investment of P4&,562,500.00 in Cleon Phils. Holdings Corp (“CPHC") by way of
subscription to 46,562,500 common shares of the capital stock of CPHC at its
par value of P1.00 per share, representing a fully paid 37.25% shareholding
interest in CPHC, Cleon Phils. Holdings Corp was incorporated on January 25,
2016 and is currently exploring new property investment opportunities,

{iii) Investment of P57.35 million in Lakerfield Phils. Holdings Corp. (“LPCH") by
way of subscription to 57,350,000 common shares of the capital stock
of LPCH at its par value of P1.00 per share, representing a fully paid
37% shareholding interests in LPCH. Lakerfield Phils. Holdings Corp. was
incorporated on February 5, 2016 and in October 2016, acquired a 13,867.5
square meter lot located in Mandaluyong City.

{iv) Investment of P9.35 million in | Bonding Holdings Corporation (“IBHC") by way
of subscription to 9,350,000 common shares of the capital steck of IBHC at its
par value of P1.00 per share, representing a fully paid 17% shareholding
interests in IBHC. | Bonding Holdings Corporation was incorporated on
August 2, 2016 and has acquired certain properties located in San Antonio
Village in Makati City. It is also in discussions to acquire additional adjacent
properties,

In line with its investment strategy to have a more diversified interests in different property holdings

at a lower capital requirement and risk exposure to the Company, the Cump_any has deemed it
beneficial to invest in small ownership stake in companies investing in real properties.
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(b}

The Company has subscribed to new shares (based on par value} for a minority ownership stake in
affitiate investment holding companies that have been set up to serve as vehicles for investment in
real estate assets. These “co-investment” rights of the Company involve a 37% shareholding interests
in Lakerfield Philippine Holdings Corp., 25% shareholding interests in ayschester Heldings Corp.,
37.25% shareholding interests in Cleon Phils. Holdings Corp., and 17% shareholding interests in
| Boniding Holdings Corporation, for a total investment of F151.9 million. Such small stake
investments allows the Company to participate in wider investment opportunities.

Meanwhile, as a protection to the Company's minority interests, the terms of the shareholder
arrangements provide that major strategic decisions and major carporate actions in relation to the
Company transactions such as these required for investment deals involving the acquisition and
disposal of property investments, financing and mortgage transactions may only be taken when
appraved by the Company as shareholder.

Investment in Subsidiary

Alse for ratification by the shareholders in the forthcoming Annual General Meeting is the
Company’s investment of funds by way of subscription in the increase of authorized capital
stock of Company’s wholly subsidiary, SBS Holdings and Enterprises Corporation, eguivalent to
One Billion Five Hundred Seventy Four Million Six Hundred Eighty Seven Thousand and Five
Hundred {1,574,687,500) common shares, representing 28.64% of the P5,498,750,000.00
increase in authorized capital stock, with a par value of P1.00 per share or for an aggregate par
value of One Billion, Five Hundred Seventy Four Million Six Hundred Eighty Seven Thousand and
Five Hundred Pesos {P1,574,687,500), with up to Eight Hundred Million Pesos (PE00,000,000.00),
representing 50.79% of such share subseription, paid in cash by the Company upon subscription.

|tem 14, Restatement of Accounts

There are no actions of matters to be taken up at this year's annual stockholders’ mesating, which
involves a restatement of any of the assets, capital or surplus account of the Company.

lterm 15. Action with Respect to Reports

The following reports and minutes of meetings will be submitted for approval by the stockholders in the
Annual Stockholders’ Meeting scheduted on 17 May 2017:

(a)

Minutes of the annual meeting of the stockholders of the Company held on 22 June 2016;
The minutes of Annual Stockholders' Meeting (“ASM™) held on 22 June 2016 are posted on the
Company’s website, www.sbsph.com and will be made available to the shareholders on the day of
the annual meeting. Essentially, the June 22, 2016 ASM minutes pravide for the following:
{i} annual Report of Officers;
{ii} Ratification of all lawful resolutions, contracts and acts made or entered into by the Board
of Directors, the Executive Committee and other Board Committees as well as all acts of

Management taken or adopted since the Annual Stockholders Meeting held on July 9, 2015
until June 22, 2016, date of the meeting;

{iii) Election of the members of the Board of Directors, including independent directars;

{ivy Re-election of Punongbayan & Araullo as the Company's external auditor and fixing of their
remuneration.
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{b) 2016 Annual Repeort to the Stockholders by Management together with the Audited Flinancial
statements for the twelve month period ended 31 December 2016  which reports cover the
performance of the Company in FY 2016 and its outlook for FY 2017.

item 16. Other proposed actions

The following matters are to be proposed for approval at this year's annual shareholders’
meeting:

(a} Ratification of all acts and resolutions of the Board and management'to implement the resolutions
since the annual stockholders' meeting on June 22, 2016  until this year's annual stockholders’
meeting on May 17, 2017 invalving:

i) Treasury matters relating to borrowings, opening of accounts, designation of authorized
corporate signatories, and other bank transactions;

i) Appointment of authorized corporate representatives to transact with government agencies in
connection with regulatory compliances '

iii} Appointment of authorized corporate representatives to transact with suppliers and customers
for the supply goods;

iv) Appointment of additional authorized corporate representatives to transact with the Company’s
Stock and Transfer Agent, BDO Unibank, Inc. -Trust and Investments Department

v} Appointment of legal representatives in connection with cases filed by the Corporation in
judicial and quasi-judicial agencies ;

vi) Election of new officers;

vii) Approval of the Share Buyback Program and appropriation of funds therefor, share repurchases
made and opening of securities trading accounts for the purpese;

viii}) Change in the Use of IPO Proceeds;

ix) Approval of Recurring Related Party Transactions;

%) Approval of Annual Operating Plans,

i) Adjustment in Per Diem allowances of Independent and Non-Executive Directars; and
xii) Incorporation of domestic subsidiary, SBS Holdings and Enterprises Corporation.

{b) Election of the members of the Board of Directors, including the independent directors, for the
ensuing year; and

{c) Election of external auditors and fixing of their remuneration.

ltem 17. Amendment of Charter, Bylaws or Other Documents
In its meeting of February 28, 2017, the Board of Directors approved the amendment of the Second

Article of the Articles of Incorporation of the Company on its secondary purpose to diversify the
business of the Company to include the holding, acquiring or participating in investments in property
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related assets as well as shares or interests in entities involved in property related businesses as and

when the appropriate opportunities arise. This amendment will be considered by the sharsholders at
their meeting.

As proposed to be amended, the Second Article of the Articles of Incorporation of the Company will read
as follows:

“SECOND: That the primary purpose of this Corporation is -
XK XK X
SECONDARY PURPOSES

1. To ocguire, hold, own or participate in investments in land, buildings,
commercial and industrial facilities and other property related assets
whether for short term or long-term investments for the collection of rent,
capital growth potential and/or the provision of property related services,
acilities ond materials, ond to invest, purchase or otherwise acguire or
dispose from time to time of property reloted assets, investments and shares
or interests in any entity invelved in property related investments or
businesses provided that the corporation shall not engage in the business of an
open-ended investment company or as_jnvestment adviser thereof as defined

under Act No. 2629 or as a stock broker or dealer of securities, or investment
house, ™

2. To borrow or raise money necessary to meet the financial requirements of its
business by the issuance of bonds, promissory notes and other evidence of
indebtedness, and to secure the repayment thereof by the morigage. Pledge,
deed of trust or lien upon the properties of the Corporation or to issue
pursuant to law shares of its capital stock, debentures and other evidence of
indebtedness in payment for properties acquired by the corporation or for
maney borrowed in the prosecution of its lawful business.

3. To purchase. acquire, own, lease, sell and convey all kinds of properties such
as_lands, buildines, factories, and warehouse and machinery, equipment and

other personal properties and sell, dispose and transfer the business and/ or
goodwill of the corporation or any part thereof for such consideration and
under such terms as it shall see fit to accept and to pay in cash, shares of its
capital stock, debentures and other evidence of indebtedness, or other

securities, as may be deemed expedient, for any business or property acguired
by the Corporation.

4, To invest and deal with the money and the properties of the Corporation in
such manner as may from time to time be considered wise or expedient for
the advancement of its interest including investments such as shares of stock,
bonds and others in any and all types of business enterprises.”

The Board of Directors believes that the business prospects of property investments have much
potential given the robust growth of the property market and sees such investment strategy to
contribute materially to the Company’s earnings on a sustainable and long-term basis.

Funded initially from its earnings from the sale of its investment properties, the Company intends to

further take advantage of the opportunities in the real estate market and continue with such i_m_-estrnent
strategy as a separate business of the Company to be undertaken by its wholly owned subsidiary, SBS
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Item 18.

Holdings and Enterprises Corporation to provide balance to counteract some of the fluctuations in the
chemical trading business and  at the same time grow and diversify the Company's income streams.

Voting Procedures
a. Vote required

The affirmative votes cast by stockholders representing at least a majority of the issued and
outstanding capital stock, present in person or by proxy at the meeting, is required for the approval
of all the matters presented to the stockholders for decision at this year's annual stockholders’
mesting.

b. Method of Voting

Except in the case of election of directors, each stockholder shall have one vote for each share of stock
entitled to vote and registered in his name at record date for all agenda items for approval.

For the election of directors, each stockholder may vote such number of shares faor as many nominees as
there are directors to be elected, or he may cumulate his shares and give ane nominee as many votes as
the number of directors to be elected multiplied by the number of his shares, or he may distribute them
on the same principle amang as many nominess as he shall see fit; provided that, the whole number of
votes cast by him shall not exceed the number of shares owned by him multiplied by the total number of
directors to be elected.

Vating will be by poll. Upon registration at the annual stockholders' meeting, each stockholder will be
given a ballot to enable him to vote in writing on each item or proposal in the Agenda.

The votes will be counted and tabulated by the Office of the Corporate Secretary and verified by the
Company's external auditors, Punongbayan & Araullo.

UNDERTAKING

UPON WRITTEN REQUEST OF A STOCKHOLDER, THE COMPANY UNDERTAKES TO FURNISH
SAID STOCKHOLDER WITH A COPY OF THE COMPANY’'S ANNUAL REPORT (SEC FORM 17-4)
FREE OF CHARGE. ANY WRITTEN REQUEST FOR A COPY OF THE ANNUAL REPORT SHALL BE
ADDRESSED AS FOLLOWS:

ATTENTION : M5, SABRINA ADAMELLE POON-SYTENGCO
INVESTOR RELATIONS & CORPORATE INFORMATION OFFICER
5B5 PHILIPPINES CORPORATION
10 RESTHAVEN STREET, SAN FRANCISCO DEL MONTE
QUEZON CITY 1105

SIGMATURE PAGE

After reasonable inquiry and to the best of my knowledge and belief, | certify that the information set forth in this
report is true, complete and correct. This report is signed in the Quezon City on 28 March 2017, _

ok,
-

By:

V{IHRISTINE P.
Corporate Secretary
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ANNEX A

CERTIFICATION OF QUALIFICATION
AS INDEPENDENT DIRECTOR

|, LILIAN 5. LINSANGAN, Filiping, of legal age and a resident of No. 325 Mendoza Street,
Lolomboy, Bocaue, Bulacan, after having been duly sworn to in accordance with law, do hereby
declare that:

1.

| am a nominee for independent director of SBS Philippines Corporation (the
“Corporation”) and have been its independent director since March 2015;

| am currently affiliated with the following companies or arganizations:

Company/Organization Position/Relationship Period of Service /

Women’s Business Council of | Trustee 2007 up to

J:h-ap—rf;g;ﬂt
the Philippines Q.M/wé
7

| possess all the quaiifications' and none of the disgualifications to serve as an
Independent Director of the Corporation as provided for in Section 38 of the Securities
Regulation Code and its Implementing Rules and Regulations and other SEC issuances;

1 am not related to any of the directors, officers and substantial shareholder of 5B5
Philippines Corporation nor do | have any of the relationships provided under
Rule 38.2.3;

To the best of my knowledge, | am not subject of any pending criminal or administrative
investigation or proceedings;

| am not in government service or am affiliated with a government agency or GOCC.

| shall faithfully and diligently comply with my duties and responsibilities as an
independent director under the Securities Regulation Code and its implementing rules
and regulations, Code of Corporate Governance and other SEC issuances;

| shall infarm the Corporate Secretary of the Corporation of any changes in the above-

mentioned infarmation within five {5) days from its occurrence.
e

30 March 2017, Quezon City. /

/ LILIAN S/LIMSANGAN
Affia



f‘\:‘!li‘l';l
SUBSCRIBED AND SWORN TO before me tméR 3 cg]avf'ﬁi’”i"ﬂarch 2017, in Quezon
City, affiant exhibiting to me her Passport No. EBB246764 issued on 17 August 2012 and

with expiry date on 16 August 2017,
Doc No. %

Page No. ﬁ% Q@W/\
Book Na.___/ 7 ATT Y. LOIS M, DE VERA

Series of 2017. NOTARY PUBLIC
UNTIL DECEMEBER 31, 2017
PTR No. 3862427 / 01-03.2017 G.C
I8P Mo. 1054755 97045 118/ Q.C.
ROLL M. 05757 [ S0 weo L No, GOO0LY
Pasilio-F-13 BBul or Owwell “!"lty
TIM Mo, 218-1.7 24/




ANNEX A-1

CERTIFICATION OF QUALIFICATION
AS INDEPENDENT DIRECTOR

|, ROSALEO M. MONTENEGRO, Filipino, of legal age and a resident of No. 50 Kasay Road,
Avyala Westerove Heights, Silang, Cavite, after having been duly sworn to in accordance with law, do
heraby declare that:

1. | am a nominee for independent director of 5BS Philippines Corporation (the
"Corporation”) and have been its independent director since July 2015;

2. lam currently affiliated with the following companies or organizations:

Company/Organization Position/Relationship Period of Service
DATA LAND, INC. PRESIDENT Julby 2012 < January 2017
DATA LAND, INC. | VICE CHAIRMAN lanuary 2017 up to present

3. | possess all the gualifications and none of the disgualifications to serve as an
Independent Director of the Corporation as provided for in Section 38 of the Securities
Regulation Code and its Implementing Rules and Regulations and other SEC issuances;

4. | am not related to any of the directors, officers and substantial shareholder of SBS
Philippines Corporation nor do | have any of the relationships provided under
Rule 38.2.3;

5. To the best of my knowledge, | am not of subject any pending criminal or administrative
investigation or proceedings;

6. 1am notin government service or am affiliated with a government agency or GOCC;

7. 1 shall faithfully and diligently comply with my duties and responsibilities as an
independent director under the Securities Regulation Code and its implementing rules
and regulations, Code of Corporate Governance and other SEC issuances;

8. | shall inform the Corporate Secretary of the Corporation of any changes in the above-
mentioned information within five {5) days from its occurrence.

20 March 2017, Quezon City.

ROS . MONTENEGRO
ffiakht



MAR 3 0 2017

SUBSCRIEED AND SWORN TO before me this ____ day of March 2017, in Quezon
City, affiant exhibiting to me his Philippine Passport with No. EC2236295 issued on
29 September 2014 and expiring on 28 September 2019.

Y aé %@E/U/\ .
ATTY. LUIS M. DE VERS ;

Page Nc:-
Book No. E I/? HMOTARY PUBLIC
Series of 2017, UNTIL DECEMIER 31, 2017
PTR No. 2E02427 | 01-03.2017 Q.C

IBP Mo, 10547505 ] 424515 | Q.G

ROLL Mo 20781 [ 20 30008 No. Q039543
Pasillo-F-3 Muafo: Que O Tiby

TN Mo, 298-1.75 2a 7
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/\\ SBS PHILIPPINES CORPORATION

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of SBS Philippines Corporation {the Company) is responsible for the preparation and
fair presentation of the financial staternents, including the schedules attached therein, as of December 31,
2016 and 2015, and for the years ended December 31, 2016, 2015 and 2014, in accordance with the
prescribed financial reporting framework indicated therein, and for such internal control as management
determines 1s necessary to enable the preparation of financial statements that are free from material
mmisstatement, whether due to fraud or error.

In prepaving the financial statements, management 15 responsible for assessing the Company’s abiity 1o
cantinue as a going concern, disclosing, as applicable, matters related to going concern and using the poing
concern basis of accounting unless management either intends to liquidate the Company or to case
operations, or has no realistic alternative to do so.

The Board of Directors 45 responsible for overseeing the Company’s financial reporti rOCESS.
P 14 Y CpoThng p

The Board of Directors reviews and approves the financial statements, meluding the schedules arrached
therein, and submirs the same to the stockholders. '

Punangbayan and Arullo, the independent auditors appointed by the stockholders, has audited the financial
statements of the Company in accordance with Philippme Standards on Auditng, and in their report to the
stockholdepn have expressed their opinion on the fairness of presentation upen complenon of such audit.

Heciﬂtfl UL Syten
Charmian of the Bodrd

Avlene fY. Sjgjten.gcc- {Z
o

Chief Moaneial O

Signed this 2T day of February, 2017.

FEB 27 A1
SUBSCRIBED AND SWORN to before me this day of Febmuary 2017, affiant(s)
exhibiting to me his/her Tax Identification Number as follows:

NAME TN nos.
Necisto UL Sytengeo 103-910-452
Gerry D. Tan 112-830-652
Aylene Y. Sytengro 213-000-548
Do no. nq
Page no.
Book no.

Senes of 2017,

ATTORNINS ROLL NO, 41164 -

o R e
WICLE COMMP. Y RO 02 1925

z i . .
]1»2&};:5 ﬂﬂf&?‘fﬁ? i’istial?pigggmu S s E-mail: importsi@shsph.com/ :rl|f Espt.:g:
Tel. Nos. (632 371-1111 » 3710886 « 371-5555 « 373-561% . Wehﬂitei“ 14 -:hgh'ma
Fax Mos. (632) 371-1288 « 3711248 » 4122388 ol
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Financial Statements and
Independent Auditors’ Report

SBS Philippines Corporation

December 31, 2016, 2015 and 2014

Puncngbayan & Araullo (F&A) is the Paollippine mermber firm of Grant Tromton Intematlonal Lid
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Punongbayan & Araulle

207 Floor, Tower 1
The Enterprise Center
&73E Ayala Avarue
1200 Makati City
Philippines

Report of Independent Auditors

T+63 2 985 2288
F +63 2 886 5506
grantihorntgn.com.ph

The Board of Directors

SBS Philippines Corporation

(A Subsidiaty of Anesy Holdings Corporation)
No. 10 Resthaven Street

San Francisco Del Monte, Quezon City

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of SBS Philippines Corporation (the Company),
which comprise the statements of financial position as at December 31, 2016 and 2015,
and the statements of comprehensive income, statements of changes in equity and
statements of cash flows for each of the three years in the period ended December 31,
2016, 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, 2016 and 2015, and its
financial performance and its cash flows for each of the three years in the period ended
December 31, 2016 in accordance with Philippine Financial Reporting Standards (PFRS).
Basis for Opinion R .f'-"f%‘.?_j?ﬁ--,ﬂ

We conducted our audits in accordance with Philippink Standards on éu:th !
Our responsibilities under those standards are furthef descri &ﬁn{p Audito
Regponsibilities for the Audst of the Financial Statements s tiho of our repdre’We are
independent of the Company in accordance with 63::1% ﬁﬁ@;ﬂ}{cs for Professjbnal

Accountants in the Philippines (Code of Ethics) together with/fhe;efhigk requirfments
that are relevant to our audits of the financial statements in the P &y
fulfilled our other ethical responsibilities in accordance with these requiremesks and the
Code of Ethics. We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our opinion.

iy

Cortified Public Accountants
Funongbayan & Araulia {F&A) i5 the Fhilppine mamber firm of Geant Thomton Internationa’ Ltd

Dffices in Cebw, Davan, Cawte

BOA/PRE Cert. of Reg. Mo, DOCE
SEC Accreditation No, QO02FR-4
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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 20-18 (Definitive Information Statement) and SEC Form 17-A (but does not include
the financial statements and our auditors’ report thereon) and Annual Report for the year
ended December 31, 2016. The SEC Form 20-1S (Definitive Information Statement),
SEC Form 17-A and Annual Report for the year ended December 31, 2016 are expected
to be made available to us after the date of this auditors’ report.

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

In connection with our audits of the financial statements, our responsibility is to read the
other 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 preparation 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 misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for oversecing the Company’s financial
reporting process,

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as 2 whole are free from material misstatement, whether due to fraud or error, and to issue
an auditors’ report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with PSA will
always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could .
reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

Certified Public Accourtants .
Purangbayan & Araullp (P&A) is the Philippina member firm of Grant Thomton intermational Ltd
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As part of an audit in accordance with PSA, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement 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 to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control.

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

Conclude on the appropsiateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern. If we conclude that a material uncertainty '
exists, we are required to draw attention in our auditors’ report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date
of our auditors’ report. However, future events ot conditions may cause the Company
to cease to continue as a going concern.

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

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the andit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

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

Certifled Public Accountants
Punangbayan & Araullo (P&A i the Philipping member frm of Grant Thornton Intermational Lid
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Report on Other Legal and Regulatory Requirements

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole.  The supplementary information for the year ended

December 31, 2016 required by the Bureau of Internal Revenue as disclosed in Note 27 to
the financial statements is presented for purposes of additional analysis and is not a
required part of the basic financial statements prepared in accordance with PFRS. Such
supplementary information is the responsibility of 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 ta
the basic financial statements taken as a whole.

The engagement partner on the audits resulting in this independent auditors’ report is
Renan A. Piamonte.

PUNONGBAYAN & ARAULLO

By: Renan A3Piamonte
Parmer

CPA Reg. No. 0107805
TIN 221-843-037
PTR Mo, 5908630, January 3, 2017, Makad City
SEC Group A Accreditation
Partmer - Na, 1363-A (untl Apr. 30, 2017}
Firm - MNo. 0002-FR-4 (unul Apr. 30, 2018)
BIR AN 08-002511-37-2016 (untl Oct. 3, 2019)
Firm’s BOA/PRC Cert. of Reg. No. 0002 (untl Dec. 31, 2018)

February 28, 2017

Cartified Public Accountants _
Punongbayan & Araulis [P&A is the PRiinpine member firm of Gaart Thamton intarnations: Lid



SBS PHILIFPINES CORPORATION
{4 Subsidiary of Anesy Holdines Corparation)
STATEMENTS OF FINANCIAL POSITIO!
DECEMEER 31, 2016 AND 2015

{Amounts in Philippine Pesos}
‘tcn
PR
Mores 2016 2015
ASSETS
CURRENT ASSETS
Cash and cash equivalents 4 P 1,382,B01,217 P 837,551,006
Trade and other receivables 5 98,982,001 125,572,241
Taventories — net i 1,313,141,5% 1,527,190 944
P:I:pa}'n:ﬂl’.ﬂ and other current assets 9 145,744,754 133,670,638
Torzl Cuerent Agsess 2.0940,669 568 2624403 320
MNON-CURRENT ASSETS
Held-to-mameity investrments 7 244, 740,000 24,740,000
Investments in assooiares and a subsidiary [ 148,276,380 18,113,172
Property and equipment = net i 20,417,671 15,523,166
Investment propertics ) 632,015,207 055,287,542
Dieferred rax asgets - net ' b 4,518,201 0,691,300
Total Non-current Assets 1,048,571,439 1.243,335.279
TOTAL ASSETS P 3,990,641,027 B 3.B67,849,108
LIARILITIES AND EQTUITY
CURRENT LIABILITIES
Loans payable 13 P 467,500,000 P 1,055,000,000
Trade and other payables . 12 307,089 884 215,008,295
Income tax payabl: - 7,350,543
Tatal Cuarrenc Lizbilites 774,589,884 1,277 355,838
NON-CURRENT LIABILITIES
Post-cmployment defined benefis oblipation 17 8,160,055 0,902,830
Loans payable - 312,500,000
Taord Nen-cusren: Liabilies 8,160,055 319,402,836
Total Liakikines TH2, 745,939 1,596, 762,674
EQUITY
Capinal stock 1,200, 000, M 1,200,000,000
Addinonal paid-in capiral H98,425,433 BO8,425,433
Treasury shares = at cost 29,573,840 ) 7 3
Revaluaton reserves 4,068878) [ 3,720,185 )
Remined earnings 1,143,508,373 176,361,185
Toral Equity 3,207,891,068 2271086434
TOTAL LIABILITIES AND EQUITY P 3,990,641,027 P 3,867,849,108

See Nores 1o Financial Staternents.



385 PHILIFPINES CORPORATION
(A Subsidiary of Anesy Holdings Corporation)
STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2016, 2015 AND 2014

(Ampunts in Philippine Fesos)
Nates 2016 2015 | amd
SALE OF GOODS it P 1,002,128,379 P 040,000,603 P 933,080,958
COST OF GOODS 50LD 14 753,889,721 682,200,131 BGE512,426
GROSS PROFIT 208,238,658 ! 25T 800472 264 568,532
OTHER OFERATING INCOME (EXPEMSES)
Cither operating expenses 14 { 123,059,702 | 1237269970 100,388,507 )
Cither opemtng income 15 110,200,271 1060, 777,804 73,179.541
{ 12,859,431) | 22940,103) 27,209,366 )
OPERATING PROFIT 195,379,227 234 851,279 237,358,566
GAIN ON SALE OF INVESTMENT PROPERTIES
AND AN ASSOCIATE a1 H58,662,359 - -
FINANCE INCOME (COSTS) - NET 16 4E8E312 2H2E5T6RY 00,620,067 )
EQUITY IN WET LOSSES OF ASSOCIATES B [ 4,048,017y | 755200 ' ORA1,208 Y
PROFIT BEFORE TAX 1,054,852,351 205,308,590 145,877,271
TAX EXPENSE ' 19 43,325,104 46304100 45,705,084
MET PROFIT 1,011,527,187 155,005,690 100,172,167
OTHER COMFPREHEMSIVE LOSS
Ttem that will oot be reclassified
subsequently o profit or loss
Hemeasurement: of post-employment
gefined benefit plan i 495,133 4,276,321 TRO,504
Tax income ] ( 149,440 | 12628960 | 234,151
348,693 2,593,425 545,353
Ttem that will be reclassified Fubsequently
ta profit or logs
Fair value af available-for-sale (AFS) financial assets
Fair value los on disposed AFS Gnanda] asers
reclassified 1o profic or boss { 673,568 ) .
Fair value logs dunng the peas - 673,548
T income o =
{ 673,566 ) 673,568
Other Comprehensive Loss 319,857 1,219,821
TOTAL COMPREHENSIVE INCOME P 156,686,033 B OB 932,266
EARNINGS PER SHARE - Basic and Diluted o P 0.54 P 044 P 1,80

See Nores to Financizl! Statements.




NI JEEEELY O S0 395

BOG'PLELLS d o 9GEELELLT d : d  {gzeine’) d ) = d D00 g 4 OO0IOlETE o FHOE L€ SUACT ¥ 0T
YL TSR G T eI = = (lTeaiet ) - - z T spak mp rog (o) awoom asmxpedie (99,
{ BEE"bob 508 1 (BEE peF'S9T - = : - - - SpUpIAL TEET)
™ CO0'00N ST { oon'ni'sLE ) i . - - 1ead mpy Suonp vomradasdds jo jesaaty
O00'000" R = - . - - o0 ook read aup FuLmp saTms J0 AUENss]
O LTS G 4 LHPLEYL 4 o' d (aor'oEt dl = d o000 oo d 0 OOn0eEE d g A 1 aauEEg
PEFOROTIEET 4 98TI8Lnil d = d (SRR d ) . d  EEvSCruew 4 DOTIONE'T a CROE "1 A9AaTag] Y AOUEEL
£E0D997951 IGRe00'ns L B . {IsHoIE T ) - =t - T — s agp 3oy (s50]) SWOIUE AaEURERE [EO,
{00000 00T ¥ { pon'onnonT | = = - SPHIBALD FET)
b erd A - g - . COR ST G DO0'000ELL sead ey Bunmp saegs Jo aauunss]

000" n0'G 41 . - # : T DO G S5 T uak a)
fummp Hqeaiaaar uonduieqns jo uonaaoTy
ROGFLE'LLS 4 saE'sLELLL d - d o (pzeioor'l d} z d DN 4 O0DNEIT d iz "] Avenue] 18 a0
QS0 IARTLOT'E  J  ELE'BOSTERG d 00000 E d (Rig'aan'y d ) Cobs'ELe'sE d ) EEVSIFa6E A ooofooo'enET A YTOE 1§ SHUR9AC] 8 3ALTEE]
FeFALULIOT | LBTiZE LIl - - [ Ca0dhE . [ . - - —- “ qead 2 207 (sso() amoaor sssarduing g,
{ noo'ni by 1 oo ooy ) . - . . - SPREPILAP YSE)
x { poo'ooo’nog Vo000 o - - - 2 read anqy Suwnp vopemdorddy
{ ora'eLa'oe ] - - { okg'ELe 6T ] - - saneys Lmstary,
PEPORDTTLET 4 9E1IREL d - d {earoee's d ] : 4 EEFSIFRGE 4 oozt d g1ag 1 Aenw( e Furyg

b parepdooddenyy parendosddy T0E 900 298] g = p #95) T (g Mo 395 g opg 8as)
TS LL i (g mop] 235) EFATIEIY saawg AnREal ] penndeny up-prng spoig penden)
sEmwes] pRurElay HOLEN]EAYY] [ETOTPRY

(sosag surddyrgy ur siunomy)

FT0Z MV SHOE “9T07 1€ HHEWHDHAN CEANH SHVHA HTLL 04
ALINTA NI SHONVHD 40 SLNIWALV.LS
{uonzrodray sfupprapy &euy jo Lresprsqng v

NOLIVEOdNO0D SANIIdITIHA 585




585 PHILIPPINES CORPORATION .
A Seboidiary ol Amesy Halitogs Carparsrian)
STATEMENTS OF CASH FLOWS
EOQR THE YEARS ENDED DECEMBER 31, 206, 2015 AND 2004

fAmeunce ia Phitippine Fesos)
Haey 2016 2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES *
Profe before P L4 REE A1 P 205308550 B HEATT AT
Adnasmenn foe

Gien on sale of Ewermesy propeemes 1 { B2 18500 | - .

(Gaam om pale of srosmmons in an associang L] i I1389055 ] - .

Intcres experse L e 15 345 By DR 600 05.06E,50

Trividend income Enom Bekd-to-manicty (HTM; iovesoment e { w2305 0306303 ) 1

Inperey: incoeme 4,5 { BEITAZEY | 45843327 | L7548

Depresiiton snd psietice ] 6,117,4BE 7019380 6,746,374

Shase i et logs of ssacaim ] 4 BT 554 B&LITH

Unrealieed feegn oureency kodes (gins) i LEELEE)Y | 998,123 ) 143,103

Gam on rale of Grancial assets o

fair value trough peodit oo Joss (FVTTL) - { 23tnoosy | &,154 2477

Loes on eale of gwailableforeals (AFS Snancial ween - TILETH .

Gam g eale of HTM sweptmant 7 = i 261,187 ) -

Fair value |oss on Snancal sseem o FVTEL = - 15,100
Dypeeraring profbt beloes working capssl chasgs MO B 245,723,061 243022016
Diozrraax {incrrast) @ crade and ather recermabiles 26,890,240 { ELT. v S 15020000
Diezssdas {ngsmuis) = umessann 25, HE 30,725,441 { TEOED,144 )
Dwcrrsaa o advances 1o melatedd parmes = = 336,274,850
Deczesse {incresss) = prenapreenn and othes cusrens sepen i 11,874,036 § 17,744,892 { 10,524,188)
Inezeans (decrriis] in made and athier payables U208 560 { 20TEL4,T0 ) 238,134,850
Inceease in poar-empiopmene defined beresEr oblipidon 456,051 3 T0S 221 06
Caxiky grrerxicd from cporations EEETOT.00 61,104,833 TG 345,492
Catn paid fog income mres { A5 EL0 Y TLEEOM4EY | 19,200,765 )

[

et Cawh Peom (Lsed on) Cperaing Aceivees 4B, 15 { L6, TE4, 413§ BEY 140 727
CASH FLOWS PROM INVESTING ACTIVITIES

Nar peoceads from disposal of inresmmen: propersies 1 L1489 M42,138 = -

Accpuzition of invcitnces = anntiatn ' [ { 152,012 8560 ) . . -

e procesds from disposal of investment in am srociam ' 50,520 E ;

Trmidesdy reseved foam HTM bnveasmens 18 BO215,191 10,306,503 =

Acquisition of peoperty and eqaipmens 1 | oy LR 5002202}

Izzcezar recsivesd TR BADTALS 4,584,307 175,484

Acgannon of s heidiary s 1 { JENT) - =

Peogeads fom sale of Ensncial aceets ot FVTPL - 57,155,545 34,132,707

Purchases of firancial sssets at FVTTL - { 2Bp2ER | Spanas)

Proencds Eroen gile of AFS Erancial assens - 23477 M

Procesds from sale af HITM inveasment - 5,583,187 F

Acquisinon of HTH ¢ . = { 230,000,000 )

Acquisiton of imresmment properes &) ¥ i BITEY )

Acquisition of AFS Gransidl sien . J d B34.985)

Ner Cash From (Led “'L']m*“ﬂ; Acnwine :.ngg;am 51013510 { Bﬂ.?z?_ﬂij

'

CASH FLOWS FROM FIMANCIMNG ACTIVITIES

Semdement of leas L] { LR LIEREO0000) 1528, 040,000 §

PFroesstls Bom availment of loans 1 B20,000,000 1,125,000,000 350,000,000

Diivadends paic = { HAND00 ) | 245400 138 ) =

AcinkiSon af trediisy dharey b i 05T 840 ) = -

Eteress paid { 12Ty 50,747,217 05,056,501

ez proceeds From mnsanie af tharei af ik = B 1,121,425 433 -

Seesdernesy: of advarees fooem relared pacnes t - 4 MOE926000 | LHAST RIS

Collecnon of naicriion ressrahle dusng the year x - 165, LK) 240,000,000

Achranest ebtiened from relaed parnes Ll - e TN

et Caas Tyom (Used i) Financieg Activises { F3A16312) Agdapidy 163253501
EFFECTE OF FOREIGN EXCHAMGE RATE CHANGES

ON CASH AND CASH EQUIVALENTS 2565116 904,123 { 143,100 )
NET INCREASE I[N CASH AND CASH BEQUIVALENTS 545,150,211 ALY 200,000 638
CASH AND CASH EQUIVALENTS

AT BEGINMING OF YEAR 37,55 33,122,142 48,102,508
CASH AND CASH EQUIVALENTS

AT END OF YEAR P LMIAMLENY P 0SS0 P w4

Supplemenn] Information oa Man-ceib Finascing Actvitics;

1) In 2014, the Company esered irsn 2 sreghment of seosivabler ansd edfietnng amangsment with cenmn refated pusies wherin the balinees ol the Company's advancss w13 afEliares amounting
12 B414.3 million wers arvgned i payment and seroff gt the equvdent smount of the Compary's advances from it thasebeldes snd Chainman of che Based of Direoroo (v Hese 16

2) [n 2004, the Company's Board af Diztetees appeoved the declass=cn ol cach dividdends ameunbing & P266 5 millon in Gros of itcekhedders of recoed 20 af December 31, 2004 to be paud amd
dusteivutes i procp 1o Eresir pharehcldings i S Compang & Marh M5, The sed dvdends weee £y witied in 2005 faee Mo 20

34 O March 5, 2005, Ancty Hslting Comporation (Aneiy) subsssibed ta an aicitior] 243,000,000 common shares of b Cesmpany which war &2y paid by mimie of the ciemenien el P13 millem
sdvances in the Cormany @en common sharzs s wath the cemaining balanee paid in cash by Anesy o the Comparsy (see Moo 20

Sov Morer fo Firsseiel Sraremenis.

NIRRT EL




TR R R R R R NN R R R R R R

SBS PHILIPPINES CORPORATION
(A Subsidiary of Anesy Holdings Corporation)

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015
(Amounts in Philippine Pesos)

CORPORATE INFORMATION

SBS Philippines Corporation (the “Company”) was incorporated in the Philippines and
registered with the Philippine Securities and Exchange Commission (SEC) on July 17,
2001. Tts registered office address and principal place of business is No. 10 Resthaven
Street, San Francisco Del Monte, Quezon City.

The Company’s common shares are listed and traded in the Philippine Stock Exchange
(PSE) beginning August 10, 2015 (see Note 20.1).

The Company is a subsidiary of Anesy Holdings Corporation (“Anesy” or the “Parent
Company™). Anesy is engaged in the business of holding, owning and acquiring shares of
stocks, bonds and other investments in any and all types of business enterprise engaged in
any productive or commercial acavity. Its registered office, which is also its principal place
of business, is located at No. 37 Judge Juan Luna St., San Francisco del Monte, Quezon

City.

The Company is currently engaged in trading of goods and buying, selling, distributing and
marketing at wholesale goods such as chemicals, fertilizers, foodstuffs, agricultural products
feed ingredients, industrial products and medical devices. :

On October 13, 2014, the Board of Directors (“"BOD”) and stockholders of the Company
approved the following amendments to the Company’s Articles of Incorporation and
By-laws, which amendments were approved by the SEC on November 18, 2014 and by the
Bureau of Internal Revenue (BIR) on September 2.2015:

() change in the Company’s corporate name from Sytengco Philippines Corporation to
SBS Philippines Corporation;

(b) change in the Company’s registered office, which is also its principal place of busim.;ss,
from Rm. 503 Regina Garden II, Reina Regente Street, Binondo, Manila to No. 10
Resthaven Street, San Francisco Del Monte, Quezon City; and,

(¢) increased the authonzed capital stock from 220,000 common shares with par value of
P100 per share to 1.0 billion common shares with par value of P1.00 per share.

On December 2, 2014, the BOD and stockholders of the Company approved 2 further
increase in the authorzed capital stock of the Company to 1.6 billion common shares with
par value of P1.00 per share (see Note 20.1), which was approved by the SEC on

December 18, 2014,
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On December 5, 2016, the Company subscribed to 311,897 common shares, with a par
value of P1.00 per share, representing a 99.8% ownership interest in SBS Holdings and
Enterprises Corporation (“SBS Holdings”). The principal place of business of SBS
Holdings is the same as that of the Company. SBS Holdings shall serve principally as a
holding company for business interests in real estate and other property related businesses,

The financial statements of the Company as of and for the year ended December 31, 2016
(including the comparative financial statements as of December 31, 2015 and for the years
ended December 31, 2015 and 2014) were authorized for issue by the Company’s BOD on
“ebruary 28, 2017,

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 years 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
PERS for each type of asset, liability, income and expense. The measurement bases
are more fully descdbed 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 all items of
income and expenses and other comprehensive income in a single statement of
comprehensive income.

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 positdon are not required
to be disclosed.

(¢) 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.
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Items included in the financial statements of the Company are measured using its
functional currency, the currency of the primary economic environment in which the

Company operates.
2.2 Adoption of New and Amended PFRS
(a) Effective in 2016 that are Relevant to the Company
The Company adopted for the first time the following amendments and annual

improvements to PFRS, which are mandatorily effective for annual petiods beginning
on or after January 1, 2016:

'TRETEERLEE

PAS 1 (Amendments) :  Presentation of Financial Statements —
Disclosure Initative

PAS 16 (Amendments) :  Property, Plant and Equipment —
Clarification of Acceptable Methods of
Depreciation

PAS 16 and 41

(Amendments) :  Property, Plant and Equipment, and

Agriculture — Bearer Plants

PAS 27 (Amendments) :  Separate Financial Statements — Equity

. Method in Separate Financial

Statements '

PFRS 10, PFRS 12 and
PAS 28 (Amendments) : Consolidated Financial Statements,

Disclosure of Interests in Other
Entites, and Investments in Associates
and Joint Venrures — Investment
Entities — Applying the Consolidation
Exception

Annual Improvements - ¢ Annual Improvements to
PFRS (2012-2014 Cycle)

Discussed below and in the succeeding pages are the relevant information about these
amendments and annual improvements.

(i)  PAS 1 (Amendments), Presentation of Financial Statements — Disclosure Initiative. "The
amendments encourage entities to apply professional judgmeit in presenting
and disclosing information in the financial statements. Accordingly, they clanfy
that materiality applies to the whole financial statements and an entify shall not
reduce the understandability of the financial statements by obscuring material
information with immateral information or by aggregating material items that
have different natures or functions. Moreover, the amendments clarify that an
entity’s shate in other comprehensive income of associates accounted for using
equity method should be presented based on whether or not such other
comprehensive income item will subsequently be reclassified to profit or loss.
They further clarify that in determining the order of presenting the notes and
disclosures, an entity shall consider the understandability and comparability of
the financial statements.
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PAS 16 (Amendments), Property, Plant and Equipment — Clarification of Acceptable
Mesbods of Depreciation. The amendments clatify that a depreciation method that
is based on revenue that is generated by an activity that includes the use of an
asset is not appropdate for property, plant and equipment. The amendments
also provide guidance that the expected future reductions in the selling price of
an item that was produced using the asset could indicate an expectation of
technological or commercial obsolescence of an asset, which may reflect a
reduction of the future economic benefits embodied in the asset.

PAS 16 (Amendments), Prperty, Plant and Eguipment, and PAS 41
(Amendments), Agricwiture — Bearer Plants. The amendments define a bearer
plant as a living plant that is used in the production or supply of agricultural
produce, is expected to bear produce for more than one period and has a
remote likelihood of being sold as agrcultural produce, except for incidental
scrap sales. On this basis, bearer plant is now included within the scope of
PAS 16 rather than PAS 41, allowing such assets to be accounted for as
property, plant and equipment and to be measured after initial recognition- at
cost or revaluation basis in accordance with PAS 16. The amendments further
clarify that produce growing on bearer plants remains within the scope of
FAS 41.

PAS 27 (Amendments), Separate Financial Statements — Equity Metbod in Separate
Financial Statements. These amendments introduce a third option which permits
an enfty to account for its investments in subsidiades, joint ventures and
associates under the equity method in its separate financial statements in
addition to the current options of accounting those investments at cost or in
accordance with PAS 39, Fimancgal Instruments: Recognition and Measurement, or
PERS 9, Financial Instruments. 'The Company accounted for its investments in
associates and a subsidiary in these separate financial statements using the equity
method and cost method, respectively (see Note 2.3).

PFRS 10 (Amendments), Consolidated Financial Statements, PFRS 12
(Amendments), Disclosure of Interests in Other Entities, and PAS 28 (Amendments),
Investments in Arsociates and Joint Ventures — Investment Entities — Applying the
Consolidation Exception. These amendments address the concerns that have arisen
in the context of applying the consclidation exception for investment entities.
They clarify which subsidiaries of an investment entity are consolidated “in
accordance with paragraph 32 of PFRS 10 and clarify whether the exempton to
present consolidated financial statements, set out in paragraph 4 of PFRS 10, is
available to a parent entity that is a subsidiary of an investment entity. These
amendments also permit a non-investment entity investor, when applying the
equity method of accounting for an associate or joint venture that is an
investment entity, to retain the fair value measurement applied by that
investment entity associate or joint venture to its interests in subsidiaries.
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(vi) Annual Improvements to PFRS (2012-2014 Cycle). Among the improvements,
the amendments in the succeeding page are relevant to the Company but had no
material impact on the Company’s financial statements as these amendments
merely clarify the existing requirements:

e PAS 19 (Amendments), Employes Bengfits — Disconnt Rate: Regional Market Lisue.
The amendments clarify that the currency and term of the high quality
cotporate bonds which were used to determine the discount rate for
post-employment benefit obligations shall be made consistent with the
currency and estimated term of the post-employment benefit obligations.

e PFRS 7 (Amendments), Financial Instruments: Disclosures — Servicing Contracts,
The amendments provide additional guidance to help endries identify the
circumstances under which a contract to “service” financial assets is
considered to be a continuing involvement in those assets for the purposes
of applying the disclosure requirements of PFRS 7. Such circumstances
commonly arise when, for example, the servicing is dependent on the
amount or timing of cash flows collected from the transferred asset or when
a fixed fee is not paid in full due to non-performance of that asset.

(b) Effective in 201€ *hat are not Relevant to the Company

The following new PFRS, amendments and annual improvements to existing
standards are mandatorily effecuve for annual periods beginning on or after
January 1, 2016 but are not relevant to the Company’s financial statements:

PAS 38 (Amendments) : Intangible Assets — Clarification of
Aceeptable Methods of Amortizaton
PFRS 11 (Amendments) : Joint Arrangements — Accounting for
Acquisitions of Interests in Joint Operations
PFRS 14 :  Regulatory Deferral Accounts
Annual Improvements to

PFRS (2012-2014 Cycle)

PAS 34 (Amendments) : Interim Financial Reporting — Disclosure of
Information “Elsewhere in the Interim
Financial Report™

PFRS 5 (Amendments) : Financial Instruments: Disclosures —
Non-current Assets Held for Sale and
Discontinued Operations — Changes in
Methods of Disposal '

PFRS 7 (Amendments) : Financial Instruments: Disclosures —
Applicability of the Amendments to
PFRS 7 to Condensed Interim Financial
Statements

(c) Effective Subsequent to 2016 but not Adopted Early

There are new PFRS and amendments to existing standards effective for annual .
periods subsequent to 2016, which are adopted by the FRSC. Management will adopt
the relevant pronouncements in the succeeding pages in accordance with their
transiional provisions; and, unless otherwise stated, none of these are expected to
have significant impact on the Company’s financial statements.
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PAS 7 (Amendments), Statement of Cash Flows — Disclosure Initiative (effective from
Januvary 1, 2017). The amendments are designed to improve the quality of
information provided to users of financial statements about changes in an
entty’s debt and related cash flows (and non-cash changes). They require an
entity to provide disclosures that enable users to evaluate changes in liabilities
atsing from financing activities,. An entity applies its judgment when
determining the exact form and content of the disclosures needed to satsfy this
requirement. Moreover, they suggest a number of specific disclosutes that may
be necessary in order to satisfy the above requirement, including: (a) changes in
liabilities arising from financing activities caused by changes in financing cash
flows, foreign exchange rates or fair values, or obtaining or losing control of
subsidiaries or other businesses; and, (b) a reconciliation of the opening and
closing balances of liabilities ardsing from financing activities in the statement.of
financial positdon including those changes identified immediately above.

PAS 12 (Amendments), Inome Taxes — Recopmition of Deferred Taxe Assets for
Unrealized Losses (effective from January 1, 2017). The focus of the amendments
is to clarify how to account for deferred tax assets related to debt instruments
measured at fair value, particularly where changes in the market interest rate
decrease the fair value of a debt instrument below cost. The amendments
provide guidance in the following areas where diversity in practice previously
existed: (a) existence of a deductible temporary difference; (b) recovering an
asset for more than its carrying amount; (c) probable future taxable profit
against which deductible temporary differences are assessed for utilization; and,
(d) combined versus separate assessment of deferred tax asset recognition for
each deductible temporary difference.

PFRS 9 (2014), Financial Instruments (effective from January 1, 2018). This new
standard on financial instruments will replace PAS 39 and PFRS 9 (2009, 2010
and 2013 versions). This standard contains, among others, the following:

e three principal classification categories for financial assets based on the
business model on how an entty is managing its financial instruments;

® an expected loss model in determining impairment of all financial assets that
are not measured at fair value through profit or loss (FVIPL), which
generally depends on whether there has been a significant increase in credit
risk since inidal recognidon of a financial asset; and,

e 2 new moadel on hedge accounting that provides significant improveménts
principally by aligning hedge accounting more closely with the sk
management activities undertaken by entities when hedging their financial
and non-financial risk exposures.

In accordance with the financial asset classification principle of PFRS 9 (2014), a
financial asset is classified and measured at amornzed cost if the asset is held
within a business model whose objectve is to hold financial assets in order to
collect the contractual cash flows that represent solely payments of prncipal and -
interest (SPPI) on the prncipal outstanding. Moreover, a financial asset is
classified and subsequently measured at fair value through other comprehensive
income if it meets the SPPI criterion and is held in a business model whose
objective is achieved by both collecting contractual cash flows and selling the
financial assets. All other financial assets are measured at FVTPL.
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In addidon, PFRS 9 (2014) allows entities to make an irrevocable electon to
present subsequent changes in the fair value of an equity instrument that is not
held for trading in other comprehensive income.

The accounting for embedded derivauves in host contracts that are finaneial
assets 1s simplified by removing the requirement to consider whether or not they
are closely related, and, in most arrangements, does not require separation fro
the host conrract. :

For labilites, the standard retains most of the PAS 39 requirements which
include amortized cost accounting for most financial liabilides, with bifurcation
of embedded denvatives. The amendment also requires changes in the fair
value of an entity’s own debt instruments caused by changes in its own credit
quality to be recognized in other comprehensive income rather than in profit or
loss.

Management is currently assessing the impact of PFRS 9 (2014) on the financial
statements of the Company and it will conduct a comprehensive study of the
potential impact of this standard pdor to its mandatory adoption date to assess
the impact of all changes.

PFRS 15, Revemue from Contract with Customsers (effective from January 1, 2018).
This standard will replace PAS 18, Rewenue, and PAS 11, Construction Contracts, the
related Interpretations on revenue recognition: Internadonal Financial Reporting
Interpretations Commirttee (IFRIC) 13, Customer Layalty Programmes, IFRIC 15
Agreement for the Consiruction of Real Estate, IFRIC 18, Tranger of Aswets from
Customers and  Standing  Interpretations Committee 31, Revemwe — Barter
Transactions Involving Advertising Services, effective January 1, 2018, This néw
standard establishes a comprehensive framework for determining when to
recognize revenue and how much revenue to recognize. The core principle in
the said framework is for an entity to recognize revenue to depict the transfer of
promised goods or services to the customer in an amount that reflects the
consideration to which the entity expects to be endtled in exchange for those
goods or services.

Relative to the adoption of PFRS 15 in the Philippines, the FRSC also approved
the issuance of Philippine Interpreratons Committee Question & Answer
No. 2016-14, Application of PFRS 15, ‘Revenne from Contracts with Customers™ on Sale
of Residential Properties under Pre-completion Contracts, which provides that sales of
residential properties under pre-completion stage can be recognized over time
until completon of constructon.

Management is currently assessing the impact of this standard on the Company’s
financial statements.
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PFRS 16, Leases (effective from January 1, 2019). The new standard will
eventually replace PAS 17, I eases.

Fot lessees, it requires to account for leases “on-balance sheet” by recognizing a
“right of use” asset and a lease liability. The lease liability is initially measured as
the present value of future lease payments. For this purpose, lease payments
include fixed, non-cancellable payments for lease elements, amounts due under
residual value guarantees, certain types of contingent payments and amounts due
during optional periods to the extent that extension is reasonably certain. In
subsequent periods, the “right-of-use” asset is accounted for similarly to a
purchased asset and depreciated or amortized. The lease lability is accounted
for similarly to as financial lability using the effective interest method.
However, the new standard provides important reliefs or exemptions for
short-term leases and leases of low value assets. If these exemptions are used,
the accounting is similar to operating lease accounting under PAS 17 where lease
payments are recognized as expenses on a straight-line basis over the lease term

or another systematic basis (if more representative of the pattern of the lessee’s
benefit).

For lessors, lease accountng is similar to PAS 17’s. In particular, the distinction
between finance and operating leases is retained. The definitions of each type of
lease, and the supporting indicators of a finance lease, are substantially the same
as PAS 17’s. The basic accountng mechanics are also similar, but with some
different or more explicit guidance in few areas. These include variable
payments, sub-leases, lease modifications, the treatment of initial direct costs
and lessor disclosures.

Management is currently assessing the impact of this new standard in its
financial statements. '

PFRS 10 (Amendments), Consolidated Financial Statensents, and PAS,K 28
(Amendments), Investments in Associates and Joint Ventures — Sale or Contribution of
Assets between an Investor and it Associates or Joint Venture (effective date deferred
indefinitely). The amendments to PFRS 10 require full recognition in the
investor’s financial statements of gains or losses arising on the. sale or
contribution of assets that constitute a business as defined in PFRS 3, Businers
Combinations, between an investor and its associate or joint venture.
Accordingly, the partial recognition of gains or losses (ie., to the extent of the
unrelated investor’s interests in an associate or joint venture) only applies to
those sale of contrbution of assets that do not comstitute a business.
Corresponding amendments have been made to PAS 28 to reflect these
changes. In addition, PAS 28 has been amended to clarify that when
determining whether assets that are sold or contributed consttute a business, an
entity shall consider whether the sale or contribution of those assets is partof
multiple arrangements that should be accounted for as a single transaction.



2.3 Separate Financial Statements and Investments in a Subsidiary and Associates

These financial statements are prepated as the Company’s separate financial statements,
The Company also prepared a consolidated financial statements as required under PFRS,

Subsidiaries are entities (including structured entities) over which the Company has control.
The Company controls an entity when (i) it has power over the entity,
(1) it is exposed, or has rights to, variable returns from its involvement with the entity, and,
(1) it has the ability to affect those returns through its power over, the entity.

The Company reassesses whether or not it controls an entity if facts and circumstances

indicate that there are n:]mnges o one or more of the three elements of controls indicated
above,

The Company’s investment in a subsidiary is accounted for in these separate financial
Statements at cost, less any impairment loss (see Note 2.15).

Associates are those entities over which the Company is able to exert significant influence
but which are neither subsidiaries nor interests in 2 joint venture, Investment in associates
are initially recognized at cost and subsequently accounted for using the equity method.

All subsequent changes to the ownership interest in the equity of the associates are
recognized in the Company’s carrying amount of the investment. Changes resulting from
the profit or loss generated by the associates are credited or charged against the Equity in
Net Earnings or Losses of Associates account in profit or loss.

Changes resulting from other comprehensive income of the associate or itemns recognized
directly in the associate’s equity are recognized in other comprehensive income or equity of
the Company, as applicable. However, when the Company’s share of losses in an associate
equals or exceeds its interest in the associate, including any other unsecured receivables, the
Company does not recognize further losses, unless it has incurred obligations or made
payments on behalf of the associate. If the associate subsequently reports profits, the
investor resumes recognizing its share of those profits only after its share of the profits
exceeds the accumulated share of losses that has previously not been recognized.

Distributions received from the associate are accounted for as a reduction of the carrying
value of the investment, :

2.4 Financial Assets

Financial assets are recognized when the Company becomes 2 party to the contractual
terms of the financial instrument. For putposes 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 crteria of PAS 32, Financia/
Instruments: Presentation. Al other non-derivative financial instruments are treated as debt
instruments.
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(a) Classification and Measurement of Financial Assets

Financial assets other than those designated and effective as hedging instruments are
classified into loans and receivables and held-to-maturty (HTM) investments. Financial
assets are assigned to the different categories by management on initial recognition,
depending on the purpose for which the investments were acquired.

Begular purchases and sales of financial assets are recognized on their trade date. All
financial assets that are not classified as at FVTPL are initally recognized at fair value
plus any directly attributable transaction costs. Financial assets carded at FVIPL are
initially recorded at fair valug and the related transaction costs are recognized in profit
or loss. A more detailed description of the categories of financial assets is discussed
below.

(i) Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They arise when the Company
provides money, goods or services directly to a debtor with no intention of trading
the receivables. They are included in current assets, except for those with maturities
greater than 12 months after the end of each reportng penod which are classified
a5 non-current asscts.

The Company’s financial assets categorized as loans and receivables are presented
as Cash and Cash Equivalents and Trade and Other Receivables in the statement of
financial position. Cash and cash equivalents include cash on hand, demand
deposits and short-term, highly liquid investments with original maturitdes of three
months or less, readily convertible to known amounts of cash and which are subject
to insignificant risk of changes in value.

Loans and rececivables are subsequently measured at amortized cost using the
effective interest method, less impairment loss, if any.

() HTM Investments

This category includes non-derivative financial assets with fixed or determinable
payments and a fixed date of maturity that the Company has the positive intention
and ability to hold to maturity. Investments intended to be held for an undefined
period are not included in this classification. If the Company were to sell other than
an insignificant amount of HTM investments, the whole category would be tainted
and reclassified to available-for-sale (AFS) financial assets. HTM investments are
included under the Other Non-current Financial Assets section of the statement of
financial position, except those maturing within 12 months from end of the
reporting period, which are presented as part of current assets. The Company
currently holds government and corporate bonds designated into this category.

Subsequent to initial recognition, HTM investments are measured at amortized cost
using the effective interest method, less impairment losses, if any.
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(5) Impairment of Financial Assets

The Company assesses at the end of each reporting period whether there is objective
evidence that a financial assét or group of financial assets is impaired. The Company
recognizes impairment if there is objective evidence that an impairment loss on loans
and receivables or HTM investments carried at cost has been incurred. The amount of
the impairment loss is determined as the difference between the assets’ carrying amount
and the present value of estimated future cash flows (excluding future credit losses that
have not been incurred), discounted at the financial asset’s original effective interest rate
or current effective interest rate determined under the contract if the loan has a variable
interest rate.

The carrying amount of the asset shall be reduced either directly or through the use of
an allowance account. The amount of the loss shall be recognized in profit or loss.

If in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment was
recognized (such as an improvement in the debtor’s credit rating), the previously
recognized impairment loss is reversed by adjusting the allowance account. .The
reversal shall not result in a carrying amount of the financial asset that exceeds what the
amortized cost would have been had the impairment not been recognized at the date of
the impairment 1s reversed. The amount of the reversal is recognized in profit or loss.

Ttems of Income and Excpense Related to Financial Assets

All income and expenses, including impairment losses, relating to financial assets that
are re.cogmzed in profit or loss are presented as part of Finance Income (Costs) — net
account in the statement of comprehensive income.

Non-compounding interest, dividend income and other cash flows resuling from
holding financial assets are recognized in profit or loss when earned, regardless of how
the related carrying amount of financial assets is measured.

(d) 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
tisks 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 substantally 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.
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2.5 Invenrories

Inventories are valued at the lower of cost and net realizable value (NRV). Cost is
determined using the moving average method. The cost of merchandise inventories
include all costs directly attributable to acquisitions, such as the purchase price, import
duties and other taxes that are not subsequently recoverable from taxing authorites.

NRV is the estimated selling price in the ordinary course of business, less the estimated
costs necessary to make the sale.

2.6 Prepayments and Other Current Assets

Prepayments and other current assets pertain to other resources controlled by the
Company as a result of past events. They are recognized 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.

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.

An 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 and Equipment

Property and equipment are stated at cost less accumulated depreciation and amortzation
and any impairment in value.

The cost of an asset comprises its purchase prce 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.

Depreciation and amortization is computed on the straight-line basis over the esumated
useful lives of the assets as follows:

Leasehold improvements | 13 years
Transportation and other equipment 5 years
Furniture and fixtures 3 years

Amortization of leasehold improvements is recognized over their estimated useful life of
13 years, regardless of the term of the lease as management believes that it is probable that
the Company will renew the lease agreement for the warehouses where the property and
equipment and the office are located, for a period of item that may extend beyond the
current lease term [see Note 3.1(g)].

The residual values and estimated useful lives of property and equipment are reviewed, and
adjusted if appropriate, at the end of each reporting period,

Fully depreciated and amortized assets are retained in the accounts until they are no longer
in use and no further charge for depreciation and amortization is made in respect of those
assels.
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An asset’s carrying amount 1s wntten down immediately to its recoverable amount if the
asset’s carrying amount is greater than its estimated recoverable amount (see Note 2.15).

An item of property and equipment, including the related accumulated depreciation and
impairment losses, is derecognized upon disposal or when no future economic benefits are
expected to anse from the continued use of the asset. Any gain or loss ansing on
derecogniton 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.

2.8 Investment Properties

Investment property is property held either to earn rental income or for capital appreciation
or for both, but not for sale in the ordinary course of business, use in the production or
supply of goods or services or for administrative purposes.

Investment properties are accounted for under the cost model and are measured ininally at
acquisiion cost. The cost of the asset is comprised of its purchase price and directly
attributable costs of preparing the asset for its intended use.

An 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).

An item of investment property is derecognized upon disposal or when permanently
withdrawn from use and no future economic benefit is expected from its disposal. - 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. %

2.9 Financial Liabilities

Financial liabiliies, which inchude Trade and Other Payables (excluding tax-related
liabilities) and Loans Payable, are recognized when the Company becomes a party to the
contractual terms of the instrument. All interest-related charges incurred on financial
liability are recognized as an expense in profit or loss under the caption Finance Income
(Costs) — net in the statement of comprehensive income.

Loans payable and trust receipts payable (presented as part of Trade and Other Payables)
were raised for working capital requirements. Finance charges are charged to profit or loss
on an accrual basis using the effective interest method and are added to the carrying
amount of the instrument to the extent that these are not sertled in the period in which
they arise.

Trade and other payables are initially recognized at their fair value and subsequently
measured at amortized cost using effective interest method for maturities beyond one year,
less settlement payments.

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 fght to duj:f::r
settlement of the liability for at least twelve months after the end of the reporting perod.
Otherwise, these are presented a§ non-current liabilities.
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Financial liabilities are derecognized from the statement of financial position only when the
obligations are extinguished either through discharge, cancellation or expiraton. The
difference between the carrying amount of the financial liability derecognized and the
consideration paid or payable is recognized in profit or loss.

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 entity and all counterparties to the
financial instruments.

2.11 Provisions and Contingencies

Provisions ate 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 pretax 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 revenue from sale of goods measured by reference to the fair value of
consideration received or receivable by the Company, excluding value-added tax (VAT),
rebates and trade discounts, if any.

Revenue is recognized to the extent that the revenue can be reliably measured; it is
probable that the economic benefits will flow to the Company; and the costs incurred or to
be incurred can be measured reliably. In addition, the specific recognition criteria discussed
in the succeeding page must also be met before revenue is recognized.
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(a) Sale of goods — Revenue is recognized when the risks and rewards of ownership of the
goods have passed to the buyer, which generally coincides with the delivery of the
goods sold.

(b) Interest income — This is recognized as the interest accrues taking into account the
effective yield on the asset.

(c) Dividend income — Revenue is recognized when the Company’s right to receive payment
is established. '

Cost and expenses are recognized in profit or loss upon receipt of goods or utilization of
services or at the date they are incurred. All finance costs are reported in profit or loss on
an accrual basis, except capitalized borrowing costs which are included as part of the cost
of the related qualifying asset (see Note 2.17). :

2.13 Leases
(a) Conpany as Lessee

Leases which do not transfer to the Company substantially all the risks and benefits of
ownership of the asset is classified as operating leases. Operating lease payments are
recognized as expense in the 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.

(b) Company as Lessor

Leases which do not transfer to the lessee substandally all the risks and benefits of
ownership of the asset ate classified as operating leases. Lease income from operating
leases is recognized in profit or loss on a straight-line basls over the lease term.

The Company determines whether an arrangement is, or contains, a lease based on the
cubstance of the arrangement. It makes an assessment of whether the fulfillment 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 Translation and Transactions

The accounting records of the Company are maintained in Philippine pesos. Foreign
currency transactions during the year 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 year-end exchange rates of monetary assets and labilities

denominated in foreign currencies are recognized in the statement of comprehensive
income as part of profit ot loss from eperations.
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2.15 Impairment of Non-financial Assets

The Company’s property and equipment, investment propetties, investment in a subsidiary,
investments in associates and other non-financial assets are tested for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be
recoverable.

For purposes of assessing impairment, assets are grouped at the lowest levels for which
thete 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’s 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 disk profiles, such as markef 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 assef’s or cash
generating unit’s recoverable amount exceeds its carrying amount.

2.16 Employee Benefits

The Company provides post-employment benefits to employees through a defined benefit
plan and defined contribution plan which are recognized as follows:

(@) 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.
The Company’s defined post-employment covers all regular full time employees.

The liability recognized in the statement of financial position for 2 defined benefir plan
is the present value of the defined benefit obligation at the end of the reporting pedod.
The defined benefit obligation is calculated annually by independent actuaries using the
projected unit credit method. 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 zero coupon
government bonds as published by Philippine Dealing and Exchange Corporation, 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.
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Remeasurements, comprsing of actuaral gains and losses arsing from experience
adjustments and changes in actuarial assumptions, 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, taking account of any changes
in the net defined benefit liability or asset during the perod as a result of contributions
and benefit payments. Net interest is reported as part of Finance Costs account in
profit or loss.

Past-service costs are recognized immediately in profit or loss in the period of a plan
amendment and curtailment.

() Post-ermployment Defined Contribution Plan

A defined contribution plan is a post-employment plan under which the Company pays
fixed contributdons 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 or 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.

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 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 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 or loss comprises the sum of deferred tax and current tax
not recognized in other comprehensive income or directly in equity, if any.

Current tax assets or 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 o 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 the 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 carry



TIOTOO OO0 onom™i

-18 -

forward 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 liabilities are measured at the tax rates that are expected to apply to
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 liabilites.

Most changes in deferred tax assets or liabilides 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 is also recognized in other
comprehensive income or directly in equity, respectively.

The Company establishes liabilities for probable and estimable assessments by the BIR
resulting from any known tax exposures. Estimates represent a reasonable provision for
taxes ultimately expected to be paid and may need to be adjusted over time as more
information becomes available.

2.19 Segment Reporting

Operating segments are” reported in 2 manner consistent with the internal reporting
provided to the Company’s management committee; its chief operating decision-maker.
The management committee is responsible for allocating resources and assessing
performance of the operating segments.

In identifying its operating segments, management generally follows the Company's
revenue sources as disclosed in Note 26, which represent the main revenue sources
provided by the Company.

The measurement policies the Group uses for segment reporting under PFRS 8, Operating
Segments, are the same as those used in its financial statements, except that the
post-employment benefit expense is not included in the calculation of the operating prﬂﬁt
of the operating segments.

In addition, corporate assets which are not directly attributable to the business activities of
any opetating segment are not allocated to a segment.

There have been no changes from prior periods in the measurement methods used to
determine reported segment profit or loss.
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2.20 Related Party Transactions and Relationships

Related party transactions are transfers of resources, services or obligations between the
Company and its related parties, regardless whether 2 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; and, (c) 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.

In considering each possible related party relationship, attention is directed to the substance
of the relationship and not merely on the legal form.

2.21 Equity

Capital stock represents the nominal value of shares of the Parent Company 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, net of any related income tax benefits.

Treasury shares are stated at the cost of reacquiring such shares and are deducted from
equity attributable to the Company’s equity holders untl the shares are cancelled, reissued
or disposed of.

Revaluation reserves comprise gains and losses due to the revaluatdon of AFS financial
assets and remeasurements of post-employment defined henefit p]:a.n.

Retained earnings, the appropriated portion of which is not available for distribution,
represent all current and prior period results of operations as reported in the profit or loss
section of the statement of comprehensive income.

2.22 Earnings per Share

Basic earnings per share (EPS) is computed by dividing net profit attributable to equity
holders of the Company 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 averape number of ordinary shares
outstanding to assume conversion of potential dilutive shares. As of December 31, 2016
and 2015, the Company does not have dilutive potential shares outstanding; hence, the
diluted earnings per share is equivalent to the basic earnings per share.

2.23 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.
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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 contnually evaluated
and are based on historical experience and other factors, including expectations of furure
events that are believed to be reasonable under the circumstances. Actual results may
ultimately differ from these estimates.

3.1 Critical Management Judgments 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)  Classifying Financial Assetr ar HTM Investrents

In classifying non-derivative financial assets with fixed or determinable payments and
fixed maturity, such as preferred shares, as HTM investments, the Company evaluates
its intention and ability to hold such investments up to maturity. Management has
confirmed its intention and determined its ability to hold the investments up to
maturity. If the Company fails to keep these investments to maturity other than for
specific circumstances as allowed under the applicable PFRS, it will be required to
reclassify the whole class as AFS financial assets. In such a case, the investments
would, therefore, be measured at fair value, not at amortized cost. The Company sold
a portion of its HTM investments in 2015. Management deemed that the transaction
is not significant in order for the full amount of investments to be reclassified out of
HTM (see Note 7).

(8) Determining Significant Influence over an Entity in which the Company holds less than 20%
Ownership

The Company determines whether significant influence exists in investment where the
Company holds less than 20% ownership interest over the investee. The Company
considers the ability to influence the operating and financial policies of the investee,
representation on the board of directors of the investee and routine participation in
management decisions in making judgment.

Based on management’s judgment, even with 17% ownership over I Bonding
Holdings Corporatdon (IBHC) as of December 31, 2016, the Company considers
IBHC as an associate due to the presence of significant influence, but not control,
over IBHC’s operations since the Company’s Chairman of the BOD is also a director
of IBHC (see Note 8).

(¢)  Distinguishing Investment Properties and Owner-managed Properties

The Company determined that its parcels of land qualify as investment properties. In
making its judgment, the Company considers whether the property generates cash
flows largely independent of the other assets held by an endty. Owner-occupied
properties generate cash-flows that are attributable not only to the property but also to
other assets used in the Company’s main line of business. Based on management’s
assessment, the properties qualify as investment properties.
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Distinguishing Operating and Finance Lease

The Company has entered into various lease agreements. 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 agreement. Failure to make the right
judgment will result in either overstatement or understatement of assets and habilides.
Based on management’s judgment, such leases were determined to be operating leases.

Amortizing Leasehold Improvements

The Company amortizes leasehold improvements over the estmated useful life of the
improvements regardless of the term of the lease because management believes that it
is probable that the Company will renew the lease apgreement for the warehouses
where it operates for a period of time that will extend beyond the current term of the
lease.

Recognizing Provisions and Contingences

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 21.

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:

(@)

Estimating Inspairment of Trade and Other Receivables

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 collectibility of the accounts, including, but not limited to, the length of
the Company’s relationship with the customers and counterparties, the customers’ and
counterparties” current credit status, average age of accounts, collection experience and
historical loss experience.

Management determined that no impairment loss on trade and other receivables
should be recognized for the years ended December 31, 2016, 2015 and 2014 based on
its assessment of the collectability of the accounts (see Note 5).
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In determining the NRV of inventories, management takes into account the most
reliable evidence available at the times the estimates are made. It also takes into
consideration the obsolescence of the inventory in determining NRV. The future
realization of the carrying amounts of inventories as disclosed in Note 6 is affected by
price changes in different market segments. These aspects are considered key sources
of estimation uncertainty and may cause significant adjustments to the Company’s
inventores within the next reporting period. Management believes that Company’s
Inventories are propetly valued at lower of cost and NRV as of December 31, 2016
and 2015.

Estimating Useful Lives of Property and Eguipment

The Company estimates the useful lives of property and equipment based on the -
petiod over which the assets are expected to be available for use. The estimared useful
lives of property and equipment are reviewed periodically and are updated if
expectations differ from previous estimates due to physical wear and tear and legal or
other limits on the use of the assets.

The carrying amounts of property and equipment are presented in Note 10. Based on
management’s assessment as at December 31, 2016 and 2015, there is no change in
the estimated useful lives of those assets during those periods. Actual results,
however, may vary due to changes in estimates brought about by changes in factors
mentioned above. :

Impairment of Non-financial Assets

In assessing impairment, management estimates the recoverable amount of each asset
or a cash-penerating unit based on expected furure cash flows and uses an interest rate
to calculate the present value of those cash flows. Estimation uncertainty relates to
assumptons about future operating results and the determination of a suitable
discount rate (see Note 2.15). Though management believes that the assumptions
used in the estmaton of fair values reflected in the financial statements are
appropriate and reasonable, significant changes in those assumptions may materally
affect the assessment of recoverable values and any resulting impairment loss could
have a material adverse effect on the results of operations.

There were no impairment losses recognized on non-financial assets for the years
ended December 31, 2016, 2015 and 2014 based on management’s assessment.

Fair 1V alue Measurement of Investment Properties

Investment properties are measuted using the cost model. The fair value disclosed in
Note 11 to the financial statements as determined using market comparable approach
reflects the recent transaction prices for similar properties in neatby locations adjusted
for differences in key attributes such as property size, zoning and accessibility. The
most significant input into this valuation is the price per square meter, hence, the
higher the price per square meter, the higher the fair value. The Company engages
services of professional and independent appraisers applying the relevant valuation
methodologies.
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For investment properties with appraisal conducted prior to the end of the current
reporting paﬁnd management determines whether there are significant circumstances
during the intervening pedod that may require ad]usn:ncnts or changes in the
disclosure of fair value of those properties.

(1 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, other comprehensive income or losses
and the carrying amount of the post-employment benefit obligation in the next
reporting period.

The amounts of post-employment defined benefit obligation and expense, an analysis
of the movements in the estimated present value of post-employment defined benefit
obligation and assumptions used are presented in Note 17.2.

(2)  Determining Realizable Amount of Deferred Taze Assets

The Company reviews its deferred tax assets at the end of each reporting period and
teduces 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 assets to be
utilized. Management has assessed that the amount of tax benefits from its future
deductible differences which is recognized as deferred tax assets as at December 31,

2016 and 2015 will be fully utilized subsequently. The carrying value of defmed tax
assets 1s disclosed mm Note 19,

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include the following components as at December 31:

2016 2015
Cash on hand and in banks P 855492619 P 108,721,866
Short-term placements 527,308,598 728,829,140

P 1382801217 P__ 837,551,006

Cash in banks generally earn interest based on daily bank deposit rates.

Short-term placements are made for varying periods ranging from 30 to 90 days in 2016
and 2015, and earn effective interests ranging from 0.5% to 2.5% per annum. Interest
income from Cash and Cash Equivalents for the years ended December 31, 2016, 2015 and
2014 is presented under the Finance Income (Costs) — net account in the statements of
comprehensive income (see Note 16). :
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TRADE AND OTHER RECEIVABLES

This account is composed of the following:

Note 2016 2015
Trade receivables 18.1 P 85,083,587 P 125,448,695
Orther receivables 12,998,414 423 546

P 98,982,001 P__ 125872241

Trade receivables are usually due within 30 to 60 days and do not bear any interest. All of
the Company’s trade and other receivables have been reviewed for indicators of

impairment. Based on management’s assessment, no impairment loss should be recognized
for the years ended December 31, 2016, 2015 and 2014.

INVENTORIES

Except for the portion of inventories stated at NRV, inventories at the end of 2[!16 and
2015 were stated at cost. The details of inventories are shown below.

2016 2015
At cost - ‘ P 898238694 P 1041201795
At net realizable value
Cost 680,807,827 761,886,424
Allowance for inventory ' ;
write-down ( 265,904,925) (_-  275888275)
414,902,902 485,998,149

P_1313,141,506 P_1.527,199,944

An analysis of the cost of inventories included in cost of goods sold as of December 31,
2016 and 2015 is presented in Note 14.

A reconciliadon of the allowance for inventory write-down at the beginning and end of
2016 and 2015 is shown below.

2016 2015
Balance at beginning of year P 2'?-5,888,2'?5 P 263,496,492
Recovery during the year ( 9,983,350) -
Provision during the year - 12,391,783

P 265904925 P ___ 273,888,275

In 2016, the Company recognized a gain of P10.0 million following the sale and recovery
of certain merchandise inventories in which costs were written-down to its NRV in
ptevious years and is presented as part of Cost of Goods Sold account in the 2016
statement of comprehensive income (see Note 14).
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In 2015, the Company recognized addidonal provision for inventory write-down
amounting to P12.4 million presented as Provision for inventory write-down under the
Cost of Goods Sold account in the 2015 statement of comprehensive income

(see Note 14). No addidonal provision was recognized for the year ended December 31,
2016.

As of December 31, 2016 and 2015, the Company has no inventory putchase
commitments.

HELD-TO-MATURITY INVESTMENTS

HTM investments amounting to P244.7 million acquired in 2014 pertain to cumulative,
non-voting, class “B” seres preferred shares listed in the PSE, which bear fixed interest
rate of 5.58% per annum and will mature on November 5, 2024, Aside from the maturity
date, these investments have an optional redemption date on November 5, 2019 and on
any dividend payment date thereafter.

In 2016 and 2015, the Company received dividend income amounting to P10.2 million and
P10.3 million, respectively, from its HTM investments (see Note 16). No dividend income
was received in 2014.

In 2015, the Company sold an insignificant portion of HTM investments amounting to
P5.3 million resulting to gain on sale of P(.3 million which is presented as part of the
Others — net under the Finance Income (Costs) — net account in the 2015 statement of
comprehensive income (see Note 16). Accordingly, the sale did not constitute tainting as
defined under PAS 39.

INVESTMENTS IN ASSOCIATES AND A SUBSIDIARY

‘The components of the carrying values of investments in associates and a subsidiary
accounted for under the equity and cost method, respectively, are as follows:

U Interest

Held 2016 2015
Subsidiary —
SBS Holdings j 99.8% P 311897 P -
Associates:
Lakerfield Phils. Holding
Corp. (LPHC) 37.0% 56,340,763 -
Cleon Phils. Holding
Corporation (CPHC) 37.2% 46,224,648 -
Ayschester Holdings
Corporation (AHC) 25.0% 36,424,652 -
IBHC 17.0% 8,974,420 -
Neschester Corporation
(Neschester) 35.0% - 18,113,172
147,964,483 18,113,172

P__ 148,276,380 P 18113172
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A reconciliation of the carrying amounts of investments in associates at the beginning and
end of 2016 and 2015 is shown below.

2016 2015
Balance at beginning of year P 18,113,172 P 18,388,692
Additions 152,012,500 -
Disposals ( 18,113,172) -
Equity in net losses ( 4,048,017) | 275,520

P 147964483 P 18113172

The Company’s investment in an associate as of December 31, 2015 pertains to the
holdings of the Company in Neschester which were fully sold in August 2016 for a net
consideration of P50.5 million, resulting to a net gain of P32.4 million which is reported as
part of Gain on Sale of Investment Properties and an Associate account in the 2016
statement of comprehensive income.

The Company’s management believes that it does not have effective control over the
associates but significant influence only. Cunsequenﬂv the Company accounted for its
investment on these companies under the equity method. In 2016, the' Company
rccogmzed its share in their net losses in the total amount of P4.0 million, presented as
Equity in Net Losses of Associates in the 2016 statement of comprehensive income.

The total amount of the assets, liabilities, revenues and net loss of these Investee
companies are reported as follows:

Agsets Liabilitics Expenses Met Loss
December 31, 2016
Subsidiary — ' :
SBS Holdings P 32300 P 10,288 P 10,288 P 10,288
Arsogater:
AHC 458,337,967 312,639,357 9,301,390 0,301,390
CPHC 46,245,980 590,466 96,986 5,986
LFHC 467,758,494 315,486,163 2,727,668 2,727,668
IBHC 174,803,053 122,012,349 2,209,296 2,209,296
December 31, 2015
Asrodaie = ‘
Meschester P 313,233,681 P 260636874 P 787590 P - 787200

PREPAYMENTS AND OTHER CURRENT ASSETS

This account is composed of the following:

Note 2016 2015
Input VAT 27.1(b) P 131,707,662 P 129,818,894
Creditable withholding tax 7,880,786 -
Prepaid expenses 6,156,306 4,051,744

P_ 145744,754 P__ 133,870,638

Prepaid expenses pertain mainly to advance payments made on real property taxes,
insurance premiums and security deposits.
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10. PROPERTY AND EQUIPMENT

The gross carrying amounts and accumulated depreciation and amortization of property
and equipment at the beginning and end of 2016 and 2015 are shown below.

Transportation
Leaschold and Other Fumiture and
Improvements Equipment Fixtures Total
Diecember 31, 2016

Cost P 6842022 TP 45465986 P | 4457224 P 56,765,232
Accumulated ;

depreciation and

amortization ( 3,090,017 ) ( 29,501,313} ( 3.756.231) 36,347,561 )

Netcarryingamoune P 3752,005 P 15964673 P 700993 P 2041767

Diecember 31, 2013

Cost P 6,744,206 P 34752279 P 4,256,754 P 45,753 230
Accumulated
depreciation and
amortization ( 2.559.738) ( 24363.677) ( 3,304 658) { 30,230,073 )
Net carrying amount B___4184468 P ___ 10386600 P 9352006 P 15523166
January 1, 2015
Cost P 6744206 P 34521118 P 4,157,608 P 45422932
Accumulated
depreciation and
amorization { 20409535 ¢ 18,568,740 ¢ 2,600,990 ¢ 23,210,683

MNet carrying amount P 4703253 P 15852478 P 1556618 P 22212249

A reconciliation of the carrying amounts of property and equipment at the beginning and
end of 2016 and 2015 is shown below.

. Transportation
Leasehold and Other Fumiture and
Improvements — Equipment Fixmres _ Towml

Balance ar January 1,

2016, nat of

accumulated depreciation

and amortization P 4184468 P 10386002 P 052,096 P 15,523,166
Additions 97816 10,713,707 200470 11,011,993
Drepreciation and

amortization charges

for the year { 5302799 | 31356367 451,578 ( 6117488

Balance ar December 31,
2016, nat of .
accumulated depreciation r

and amortraton E 3,752,005 P 15964673 P 700,993 P 20,417,671

Balance ar January 1,

2013, net of

accumulated deprediation

and amortization F 4,703,253 P 15952378 P 1,556,618 1 22212240
Additons = 231,161 99,146 330,307
Deprecation and

amortization charges

far the year ( 51B785) ( 5.796.937) ( 703,668) 7,019.390)

Balance at December 31,
2015, net of
accumulated depreciaton
and amortization P 4184468 P 103R6602 P 052096 P 15523166




11

-28.

In 2016, 2015, and 2014, depreciation and amortization is presented under Other
Operating Expenses in the statements of comprehensive income (see Note 14),

As of December 31, 2016 and 2015, the pross carrying amount of the Company’s
fully-depreciated property and: equipment that are stll in use is P21.6 million and
P7.3 million, respectively.

INVESTMENT PROPERTIES

"The Company’s investment properties represent parcels of land held primarily for capital
appreciation. Currently, certain investment properties are provisionally being leased out to
third parties for minor incidental purposes with an average lease term of one year in 2016
and 2015. A reconciliation of the carrying amount of investment properties at the
beginning and end of 2016 and 2015 is shown below.

2016 ' 2015
Balance at beginning of year P 955,287,542 P 955,287,542
Disposals during the year 23,268,335) -
Balance at end of year P__632,019207 P 955287542

Rental revenues earned by the Company from incidental lease of certain investment
properties and sub-lease transactions amounted to P8.4 million in 2016, P6.8 million in
2015, and P15.2 million in 2014, and are reported under Other Operating Income in the
staternents of comprehensive income (see Note 15). The real property taxes on investment
properties amounted to P2.7 million in 2016, P2.9 million in 2015, and P3.0 million in 2014
and were recognized and reported as part of Taxes and licenses under Other Operating
Expenses in the statements of comprehensive income [see Notes 14 and 27.1(f)].

In May 2016, the Company sold certain investment properties with carrying amount of
P323.3 million for a total consideration of P1.1 billion. The resulting gain on sale of
investment properties, net of taxes and other direct costs of disposal amounting to
P153.4 million, amounted to P826.3 million and is presented as part of Gain on Sale of
Investment Properties and an Associate account in the statement of comprehensive income
for the year ended December 31, 2016.

The carrying amount of investment propertes as of December 31, 2015 are used as
collateral to secure certain long-term loans from local banks (see Note 13). However, in
2016, the investment properties are released as collateral due to the repayment by the
Company of the related loans.

As determined by independent and SEC-accredited property appraisers, the fair market
values of these investment properties as of December 31, 2016 and 2015 amounted to
P2.1 billion and P2.9 billion, respectively (see Note 25).
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TRADE AND OTHER PAYABLES

This account consists of;

MNotes 2016 2015
Trust receipts payable P 226,307,624 P  155765,017
Accrued expenses 18.4,18.6

21.2 40,201,507 8,457,070

Trade payables 22,953,468 9,916,495
Security deposits and L

advance rentals 21.1 2,684,457 36,830,998

Others 14,942,828 4,039,715

P_ 307,089,884 PE___215000.295

Accrued expenses and other payables include the Company’s obligations relating to the
accrual of security services, professional fees, rentals, employee benefits and other liabilines
that are expected to be settled within 12 months from the end of the reporting period.

The Company avails of trust receipt “cilities with local banks that were used to finance its
purchases of inventories. These shorr-term trust receipts, which are secured by the related
inventores, bear interests based on prevailing marker interest rates, usually ranging from
2.5% to 4.50% in 2016, 2015 and 2014 and have maturity of one to twelve months.

Interest expense incurred on these transactions in 2016, 2015 and 2014 amounted to
P3.1 million, P7.7 million and P6.6 million, respectively, and is presented as part of Interest
expense under Finance Income (Costs) — net in the statements of comprehensive income
(see Note 16). There is no unpaid interest as of December 31, 2016 and 2015,

In 2016, certain security deposits and advance rentals amounting to P23.1 million and
P11.0 million, respectively, were refunded and applied against rental payments following
the termination of some lease agreements during the year.

LOANS PAYABLE

This account includes the following as at December 31:

2016 2015
Current P 467,500,000 P 1,055,000,000
MNon-current - 312.500.000
P__ 467,500,000 P__1.367.500,000

A reconciliation of the movements in the amount of loans payable at the beginning and
end of 2016 and 2015 is shown below.

2016 2015
Balance at beginning of year P 1,367,500,000 P 1,425,000,000
Availments during the year 520,000,000 1,125,000,000
Settlements during the year (__1.420,000,000) (__ 1.182,500,000)

P__ 467,500,000 P _1.367.500,000
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For the current and prior years, the Company obtained secured and unsecured, short-term
and long-term interest-bearing loans from local banks. These loans were subject to annual
interest rates ranging from 1.1% to 4.25% in 2016, 1.1% to 4.25% in 2015, and
3.0% to 5.0% in 2014 and the proceeds for which were used for working capital
requirements.

Interest expense incurred on these loans in 2016, 2015 and 2014 amounted to
P15.9 million, P43.0 million and P88.4 million, rzspacrivcl}r, and is presented as part of
Interest expense under Finance Income (Costs) — net in the statements of comprehensive
income (see Note 16). There is no unpaid interest as of December 31, 2016 and 2015,

The carrying amount of investment properties as of December 31, 2015 are used as
collateral to secure certain long-term loans (see Note 11). However, in 2016, such loans
were repaid by the Company; hence, the investment properties are released as collateral.
The outstanding loans as of December 31, 2016 was availed using its credit line facility
wherein no collateral is needed.

OPERATING EXPENSES BY NATURE

The components of the Company’s cost of goods sold follow:

MNote 2016 2015 2014

Inventories at

beginning of year 6 P 1,803,088,219 P 1,821424,877 P 1,794,429,251
Purchases 579,831,373 651,471,690 743,581,570
Total goods available

for sale 2.382,919,592  2472,896,567  2,338,010,821
Provision for inventory

write-down ] - 12,391,783 -
Recovery on inventory

write-down 6 ( 9,983,350) ; ( 48,073518)
Inventories at ;

end of year 6  (__1.579,046,521) (_ 1,803.088.219) (__ 1,821,424,877)

P__793,889,721 P 682200151 P 668,512,426
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—3 Other operating expenses, based on their nature, are broken down below:

= MNotes 2016 2015 2014

= Salaries and wages 171 P 26958328 P 22074491 P 16,008,504

- | Fentals w212 17,016,388 15,978,321 1,096,473
Taxzes and licenses 11, ;

- 27.1(9) 14,397,088 16,288,224 10,046,716
Transportadon and

—7] travel 14,006,536 8,087,789 3,718,155
Insurance 8,251,446 3,524,965 1,428,143

= Professional fees 18.6 6,600,289 21,006,826 33,228,887
Depreciation and

| amortization 10 6,117,488 7,019,390 6,746,374
Outside services 5,617,360 7,397,289 7,384,434

- | Representation . 5,631,533 5,652,346 3,944,334
Trainings and

- | seminar 4,153,189 4,811,674 2,514,764
Utlides 3,182,127 3,095,298 2,477,280

= Office supplies 1,618,820 1,646,228 900,153
Repairs and

=3 maintenance 1,449,409 1,573,588 4,745 183
Advertising and

= promotions 1,251,039 547,638 - 388,675

'i Donatons 1,051,429 1,049,500 310,000
Dhues and subscription 1,039,738 353,383 1,094,211
Others : 4,717,495 3218027 4,263,131

P__123,059.702 P 123726997 P._100.389.507

15. ' OTHER OPERATING INCOME

In 2016, 2015 and 2014, certain properties were subject of a direct lease and sub-lease
arrangements to third parties for an average lease term of one year in 2016, 2015 and 2014
with no escalation rate (see Note 21.1). Rental revenues, presented as Other Operating
Income in the statements of comprehensive income, amounted to P110.2 million,
P100.8 million and P73.2 million in 2016, 2015 and 2014, respectvely (see Note 11).
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16. FINANCE INCOME (COSTS) - Net

This account is composed of the following:

Notes 2016 2015 2014
Interest expense 12, 13,
172() (P 19,345,507)(P  50,843,630)(P  95,086,391)

Dividend income T 10,233,191 10,306,503 -
Interest income 4 B.807,425 4,584,332 175,484
Foreign currency loss '

(gain) — net 2,549,600 1,201,496 { 143,103)
Gain on sale of '

financial assers

at FVIPL - 2,310,003 6,134,247
Fair value loss on

financial assets at

FVTPL . . ( 618,100)
Others — net 7,18.6 2 613,603 3085527 ( 1,082,024)

P 4858312 P 20265760 P 90620087

17. EMPLOYEE BENEFITS
17.1 Salaries and Employee Benefits Expense

Expenses recognized for salaries and employee benefits, which were presented as part of
Other Operatng Expenses, are presented below.

Note 2016 2015 - 2014
Short-term benefits P 26502277 P 21,734,786 P 15931621
Post-employments '
benefits 17.2(b) 456,051 339,705 166,973

P__26958328 P 22074401 P_ 16098594

17.2 Post-employment Defined Benefit Plan
(a) Characteristics of the Defined Benefit Pian

The Company, at present, has no formal, tax-qualified retirement plan. The Company
accrues post-employment benefit based on the provisions of Republic Act 7641,
Retirement Pay Law, in accordance with the projected unit credit method wherein
actuarial valuations are made with sufficient regularity to update the retirement benefit
costs.

The normal refirement age is 60 with a minimum of 5 years of credited service. The
plan also provides for an eatly retirement at age 50 with a minimum of 5 years of
credited service and late retirement after age 60, both subject to the approval of the
Company’s BOD. Normal retirement benefit is an amount equivalent to 85% of the
final monthly covered compensation (average monthly basic salary during the last
12 months of credited service) for every year of credited service.
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(b) Escplanation of Amounts Presented in the Financial Statements

Actuarial valuatons are made annually to update the retirement benefit costs. All
amounts presented below are based on the actuarial valuation report obtained from an
independent actuary in 2016 and 2015.

The amounts of post-employment defined benefit obligation recognized in the
statements of financial position amounts to P82 million and P6.9 million as of
December 31, 2016 and 2015, respectively.

The amounts and movements in the present value of post-employment defined benefit
obligation recognized in the statements of financial position are determined below:

2016 2015

Balance at beginning of year P 6902836 P 2190431
Current service cost 456,051 339,705
Interest cost 303,035 96,379
Femeasurements:

Actuarial losses arising from: :

- experience adjustments 737,526 4,273,119

- changes in financial assumptions ( 239,393) 3.202
Balance at end of year P___ 8,160,055 P____ 6902836

The components of amounts recognized in profit or loss and in other comprehensive
loss in respect of the defined benefit post-employment plan are as follows:

2016 - 2015 oy 2014
Reported in profit or loss:
Current service cost P 456,051 P 330705 P 166,973
Interest cost 303,035 96,379 54,003

P 759,086 P 436084 P 221,066

Reported in other comprebensive lpss —
Actuarial losses arising from

- experience adjustments P 737,526 P 4273119 P 748,932
- change in financal
assumptions . 9.393 3,202 31,572

P 498133 P 4276321 D TR0504

The interest cost is included as part of Finance Costs in the statements c
comprehensive income (see Note 16).

Amounts recognized in other comprehensive loss were included within items that wi
not be reclassified subsequently to profit or loss,
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In determining the post-employment defined benefit obligation, the following actuanal
assumptions were used:

2016 2015 2014

Discount rates 4.9% 4.4% 4.4%
Expected rate of salary !

increases 4.0% 4.0% 4.0%

Assumptions regarding future mortality experience are based on published statistics and
mortality tables. The average remaining working life of an individual retiring at the age
of 60 is 22 for both males and females. 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 defined benefit obligation. Other assumptions are based on
current actuarial benchmarks and management’s historical experience.

Riskr Aswodated with the Retirement Plan

The plan exposes the Company to actuaral risks such as interest rate risk, longevity risk
and salary nsk.

(i) Interest Rate Risk

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 bonds will increase the plan obligation.

(#) 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 during 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

and the timing and uncertainty of future cash flows related to the retirement plan are
described in the succeeding page.
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(1) Sensitivity Anmalysis

The following table summarizes the effects of changes in the significant actuanal
assumptions used in the determination of the defined benefit obligation as of
Decemmber 31, 2016 and 2015:

Impact on Post Benefir Oblizanon
Change in Increase in Decrease in
Ass umptinns As sump_tiggg Assump tHons
December 31, 2016
Discount rate +/-1% (P 369,763) P 383,185
Salary increase rate +/-1% 382,833 { 390,823)
December 31, 2015
Discount rate +/- 1% (P 207857 P 312,163
Salary increase rate +/- 1% 312,163 ( 297.857)

The sensitivity anzlysis in the previous page 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 applicd in
calculating the defined benefit obligation recognized in the statements of financial
position.

The methods and types of assumptions used in preparing the sensitivity ana.l},?sisl did not
change compared to the previous years.

(ii) Funding Arrangensents and Expected Contributions

As of December 31, 2016, the Company is yet to determine how much and when to
fund its post-employment defined benefit obligation.

The maturity profile of undiscounted expected benefit payments from the plan follows:

2016 2015
Within one year P 4,105,708 P  3910,898
More than one year to five years 1,469,809 791,384
More than five years to ten years 3,410,619 2,948,309
More than ten years to 15 years 4,688,067 4, 368,257
More than 15 years to 20 years 3.210.834 2,105,651

P_ 16,885,037 P 14124499

i
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RELATED PARTY TRANSACTIONS

The Company’s related parties include its parent company, companies under common
ownership and its key management personnel. The transactions with these related partes
are discussed below and in the succeeding pages.

QOustanding Balances
T q g

—Belated Pamy Capepory . _ Moegs 2016 203 2014 1) | A . | |: S
Related Panies Under

Common Crenership: y

Sale of poods 18.1 P BATZ3TS P 35152306 P BA283882 P 4409033 P 22954932

Advanees granted 18.2 - - [ T40550680 - ]

Advances obiained 183 : { 160531200 [ 233,104220 -

Lease agreements 18.4 17,008,013 13,560,106 G705t 2,553,058

Shared butiness and )

MENAEEMANT Seivites 18.6 LT7E,571 1,778,571

Eey Management Pessonnel:

Fees paid 187 12,658 943 2.544,000 3,582076

Advances obuained 187 4 ; [ 538861400

Based on management’s assessment, receivables from related parties are not impaired as of
December 31, 2016 and 2015.

18.1 Sale of Goods

In 2016, 2015 and 2014, the Company sold goods to a certain related party under common
ownership in the regular course of business and is reported as part of Sale of Goods in the
statements of comprehensive income. The outstanding receivables arising from this
transaction as at December 31, 2016 and 2015, which are generally non-interest bearing,
unsecured and settled through cash, are reported as part of Trade receivables under the
Trade and Other Receivables account in the statements of financial posidon (see Note 5).

18.2 Advances to Related Parties

In 2014, the Company granted noninterest-bearing and unsecured advances to certain
related parties under common ownership for working capital requirements, These
advances as funding support had no repayment terms and were due and payable in cash on
demand. In 2014, the Company entered into an assignment of its receivables and offsetting
arrangement with related parties wherein the balance of the Company’s advances to its
affiliates were assigned in payment and setoff against the equivalent amount of the
Company’s advances from its shareholder and Board Chairman (see Note 24.2).

There were no advances granted by the Company to related partes in 2016 and 2015.

18.3 Advances from Related Parties Under Common Ownership

In 2015, 2014 and 2013, the Company obtained noninterest-bearing and unsecured interim
advances from its related partes under common ownership for working capital

requirements. These interim advances were due and payable on demand.

There are no outstanding liability from these transactions as of December 31, 2016 and
2015.
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18.4 Lease Agreements

The Company, as a lessee, entered into operating lease agreements with Canon Realty and
Development Corp., Aneco Realty and Development Corp., Anase Realty and Enterprises
Corporation, Canon Freight Forwarders Corporation, all related parties under common
ownership, and its Chairman of the BOD, covering certain warehouses with an average
term of one to three years.

Rental expense in 2016, 2015 and 2014 arising from the foregoing lease agreements is
shown as part of Rentals under Other Operating Expenses in the statements of
comprehensive income (see Notes 14 and 21.2). Outstanding liability arising from these
transactions as of December 31, 2016 and 2015 is shown as part of Accrued expenses
under Trade and Other Payables account in the statements of financial position
(see Note 12).

18.5 Cross Corporate Guarantee

In consideration of the group credit lines made available by its bankers to the Company,
certain of its affiliates and shareholder-director in 2015 and 2014, the Company, the said
affiliates and shareholder-director have agreed to cross-guarantee each other’s obligation
for short term loans obtained under the group credit facility (see Note 21.3). The
Company’s management assessed that the fair value of the guarantee liability, if any, is not
significant to the financial statements. The cross guarantees issued by the Company to
secure the bank obligations of such affiliates and shareholder-director were all terminated
in March 2015 and ceased to have any effect. :

18.6 Shared Business and Management Services

In 2015, the Company entered into 2 service agreement with its related parties under
common ownership wherein the latter shall provide certain operational, management and
administrative services for a fee.

Management fees charged by the Company are recognized as part of Others — net under
the Finance Income (Costs) — net account in the statements of comprehensive income
(see Note 16).

18.7 Advances from and Payments to Key Management Personnel

Payments received by key management personnel pertain to service fees in 2016, 2015 and
2014, which are presented as part of Professional fees under Other Operating Expenses in
the statements of comprehensive income (sce Note 14). The outstanding liability on these
services is presented as part of Accrued expenses under the Trade and Other Payables
account in the statements of financial position (see Note 12).

In 2014, the Company obtained noninterest-bearing and unsecured advances from its
shareholder and Chairman of the Board for working capital requirements. These advances
had no repayment terms and were due and payable on demand or through offsetting
arrangements. A portion of these advances were paid by way of an assipnment of the
Company of its receivables from its affiliates for set-off against the Company’s payables to
the shareholder and Chairman of the Board under an assignment in payment arrangement.
The outstanding liability from these advances is presented as part of Advances from
Related Parties in the statements of financial posiion. There were no new advances
obtained in 2016 and 2015.
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In pror years, the Company had availed of various credit line facilities in which the credit
avallments were subject to cross suretyship arrangements by its shareholder-directors and
continuing surety arrangement of shareholder and Chairman of the Board (see Note 21.3).
The Company did not record the fair value of the guarantee liability because of the low
probability of default in paying the borrowings.

As of December 31, 2016, there were no existing cross surety atrangements between the
Company and any of its related parties (see Note 18.5).

19. TAXES

The components of tax expense (income) as reported in the statements of comprehensive
income are presented as follows: ;

2016 2015 2014
Reported in profie or oss
Regular corporate income
tax (RCIT) at 30% P 38,002,556 P 52864689 P 43597383

Deferred tax expense
expense (income] relating
to origination and reversal
of temporary differences 5,322,638 ( 6,560,589) 2,107,701

Reported in other somprebensive lose I
Deferred tax income relating
to origination and reversal
of other temporary

differences (®____149,440) 1282896 (P 234,151)

The reconciliation of tax on pretax profit computed at the applicable statutory rates to tax
expense reported in the profit or loss is as follows:

2016 2015 2014

Tax on pretax profit at 30% P 316,485,714 P 61,592997 P 43,763,181
Tax effect of:

Non-taxable income ({ 263,311,043) ( 5,017,934) ( 1,815,603)
Direct costs on the disposal

of investment properties

and investment in an

associate ( 11,028,130) - -
Non-deductible expenses 1,208,653 701,407 362,329

Stock issuance costs
Unrecognized deferred tax

asset : - - 3395177

P__ 43,325,194 P__ 46304100 P__ 45705084

(10,972,370 :
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The net deferred tax assets relate to the following as of December 31:

Sttemenm of -] of Comprehensive Income
Finarcial Posidon Profis or Loas Db G e Loas
His pariL] M6 H1% 2014 A6 5 2014
Diedesrad ean babelivy -
Unrealized foregs
GULTERCY A » Dt P TEE S35 P e T P ] B ZIAST [ E TTLE1) P v o - . -
LSS 20 48T AE0 456 2437 TTLAE1)
Diirred 1z assros:
Aroemulaind asmaanial lnas
an pTsEment plan { LT43,805 ) | L 584,365 ) - = k ( 149,840} | L2EE) | 234,051
Sk i net loi af assserse { LES5,423) { 341,018 { 1304405 | E2456Y | P RTEA - - -
Teowision for svwentory
wriE-Cown { TELEN) | }T1T5%5) L5005 | 3,717,538 - . -
Retiremiznt benedit chligasion i{ To4 2823 [ ATHABSY ([ 2,725 | 47065y | 50,092% - . &
MAdbvanes renml { SELIGEY | 3,B61,432) { 2I55TE) 1 LA ATR Y - . .
Fair valus lsda Gy
Exancial s ar FVTPL 3355177 -
Urseadaed fooeign
austerey lodaed - net - * s - £2051 42531% - -
{ ST 136 ) ¢ 5090356 4855140 | 4 BEO,TG ) LEE N4 %440 ) L 2RRRREY 4510
Met Defearred Tax Auen {F 45201 F D915 )
Dieferred Tex Exaesis [ncame) P EIMAM (P E5805R P MM (B e A4y (P 2ERE9R) (T 94,051

The Company is subject to minimum corporate income tax (MCIT) which is compured at
2% of gross income, as defined under the tax regulations or the RCIT, whichever is higher.

In 2016, 2015 and 2014, the Company recognized RCIT as the RCIT is higher than the
MCIT in those years.

In 2016, 2015 and 2014, the Company opted to claim itemized deductions in computing its
income tax due.

20. EQUITY

20.1 Capital Stock

Capital stock consists of common shares with details shown below and in the succeeding
page.

Aumaunt
20L5

_ Shares
i ] 14

Asthanzed — P par valuc H
Balance zheginning
of pear
Ircrease dusng che pear
Chnarge due to decrease
s s valus X - - - = !

or: o VR
1,549, T&0,000 -

23,000,500

LESH000,000 1,530,000,000 1580000000 T
. . - 1,545, 760,000

20780000 )

Balspes ar end of year 1B Sl (0N [0 1550000000 P 1550000000 P 1550000

Tygzed ardl unemndng:
Balarce at begmning
of Fear
Iseance of shares
Crllecton of sabscoption
ceceivable
Changr dac to demmaas
i pas vahue

2000000 P
TTA,000,000

1,200, 000,000 262,000, () 000,000
- 73,000,000 k

L65,000.000 155,000,000 40,000,000

Treasury sharss

Balsrce ar end of yaar

( 5 454,400

{ 79,073,840 )

L1048, 545,500

£ 2000, D00, 0

P LITOOHG.M0 P

10000000 B

P )
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Shares Amoznd
015 2018 2014 il 015 2084
Sascshod
Balsece ar beginning
of yrar Rt rie LR 427,000,000 Zod B LN F AITo00000 P 22,000,000
Charnge due eo decreaee
in par value . . 21,750,000
Addmonal sebscripion
dusing the peas : ) T, 00000 405,000, 000 - TR, D0L000 AI15, 000,000
Balarios it i o e 1,200 304000 1,200, D00 000 4TT0N0000 B LM0O000000 P L0000 P 437000000
;-‘-.-.'plca?ﬁm secevable
Balance at beginning :
af year ' B RUETCCE LT -
Cellections during the e - { 165,000,000 § 240,000,000 3
Auckdrtians duging the yeae e z H13, 000,00
Balmncs at end 6f yer P - 5l - B 165 000000

P LI00000000 P 12000000 P 22000, 000

On March 5, 2015, Anesy subscribed to an additional 353,000,000 common shares of the
Company which was fully paid by virtue of the conversion of its P350,000,000 advances to
the Company into common shares and with the remaining balance paid in cash by Anesy to
the Company.

On Apxl 8, 2015, the Company applied for the registration of its common shares with the
SEC and the listing of the Company’s shares on the PSE. The SEC approved the
registration of the 1,200,000,000 common shares of the Company on July 16, 2015 and the
PSE approved the Company’s application for the listing of its common shares on July 23,
2015.

On August 10, 2015, the Company, by way of an initial public offering (IPO), sold
420,000,000 shares of its common stock at an offer price of P2.75 per Offer Share and
generated net proceeds of approximately P1.1 billion. In addition, the IPO resulted to the
" recognition of additional paid-in capital amounting to P698.4 million, net of IPO related
expenses amounting to P36.6 million.

The change in the number of authorized number of shares of the Company in 2014 was
due to decrease in the par value from P100 per share to P1.00 pet share as a result of the
amendment of the Company’s articles of incorporation duly approved by the SEC
(see Note 1). .

As of December 31, 2016, the total number of registered stockholders based on the records
of the Company’s Stock and Transfer Agent is six, with the shares held in the name of
PCD Nominee Corporation belonging to 114 participants under Philippine Depository &
Trust Cozp. The Company’s listed shares closed at P5.75 per share as of December 29,
2016 (the last trading day in 2016).
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20.2 Revaluation Reserves

The components and reconciliation of items of other comprehensive loss presented in the

statements of changes in equity at their apprepate amount under Revaluation Reserves :
account, are shown below. £

AFS Defined
Financial Benefit
Assets Obligation _Total

Balance as of January 1, 2016 P . P 3,720,185 P 3,720,185
Remeasurements of defined

benefit post-employment

obligation - 498,133 498,133
Tax income - ( 149,440 ( 149,440)
Other comprehensive loss :

after tax - 348,603 348,693
Balance at December 31,2016 P - P 4,068,878 P 4,068,878
Balance as of January 1, 2015 P 673,568 P 726,760 P 1,400,328
Remeasurements of defined

benefit post-employment

obligaton - 4,276,321 4,276,321.
Fair value losses on AFS

financial assets ( 673,568) - ( 673,568)
Other comprehensive loss

before tax ' ( 673,568) 4,276,321 3,602,753
Tax income ' S ¢ 1282806 ( 1,282 896)
Other comprehensive loss

after tax ( 673,568 2,993,425 2319857

Balanee at December 31, 2015 P E 3,720,185 B 3720185

Balance as of January 1, 2014 P - P 180407 P 180,407

Remeasurements of defined
benefit post-employment

obligadon - 780,504 780,304
Fair value losses on AFS

financial assets . 673,568 - 673,568
Other comprehensive loss

before tax (73,568 780,504 1,454,072
Tax income - ( 234151 ( 234.151)
Other comprehensive loss

after tax 673,568 546,353 1219921 °

Balance at December 31, 2014 P 673,568 B 726760 P 1400328
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20.3 Retained Earnings

In 2014, the Company’s BOD approved the reversal of the P275.0 million appropriated
retained carnings originally set aside for the planned acquisiion of a parcel of land and
construction of a building in relation to its corporate expansion project. '

On May 12, 2016, March 5, 2015 and December 29, 2014, the Company’s BOD approved
the declaration of 2 cash dividends amounting to P44.4 million, P100.0 million and

P265.5 million, respectively. There are no dividends payable ds of December 31, 2016 and
2015. :

On November 8, 2016, the Company’s BOD approved a share buyback program and
appropriated P200.0 million for this. The share buyback program commenced on
November 22, 2016 and will continue until the amount earmatked for the program has
been fully utilized or until such eatlier time as the Company’s BOD determines otherwise.
As of December 31, 2016, the Company has outstanding treasury shares consisting of

3,454,400 shares with cost amounting to P30.0 million.
20.4 Earnings per Share

Basic earnings per share are computed as follows:

2016 2015 2014

Income available to common

shares P1,011,527,187 P 159,005,890 P 100,172,187
Divided by the weighted average

number of outstanding

common shares 1,199,090,933 868,666,667 55,750,000
Basic earnings per share P .84 P 018 p__ L80

COMMITMENTS AND CONTINGENCIES

21.1 Operating Lease Commitments — Company as Lessor

under terms and conditions to be agreed upon by the parties. Also, the Company has a
leased property that it subleases initially for a term of three years which was subsequently
reniewed in December 2014 for another three yeats until December 2017. Future minimum

rentals receivable as of December 31, 2016 and 2015 amounts to P119.6 million and
P196.6 million, respectively.

The security deposits which may be refunded to the counterparties at the end of the lease
term and advance rentals which may be applied as lease payments amounted to
P27 million and P36.8 million as of December 31, 2016 and 2015, respectively, and is

presented under Trade and Other Payables account in the statements of financial position
(see Note 12),
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21.2 Operating Lease Commitments — Company as Lessee

The Company is a lessee under various operating lease agreements with certain related
parties covering certain warehouses with terms ranging from one to three years. In 2016,
the lease agreements were renewed for one year term renewable annually with a new rental
fee (see Note 18.4). The future minimum lease payable under these non-cancellable
operating leases as of December 31 follows:

2016 2015 2014
Within one year P 28,478,841 P 17737500 P 970,614
More than one vear but
less than five years - 900,000 761,748

E_28478841 P 18637500 B 1732362

Rentals incurted amounted to P17.0 million in 2016, P16.0 million in 2015 and
P1.1 million in 2014 are shown as part of Rentals under Other Operating Expenses in the
statements of comprehensive income (see Notes 14 and 18.4). The outstanding liability
arising from these transactions are shown as part of Accrued expenses and other payables
under Trade and Other Payables in the statements of financial position (see Note 12).,

21.3 Credir Facilities

The Company has availed of various credit line facilities made available on group basis to
the Company, certain of its affiliates and shareholder-directors. Availments under the
credit facility are subject to cross suretyship arrangements between the Company, certain of
its affiliates and shareholder-directors (see Notes 18.5 and 18.6). The credit lines are also
subject to a continuing surety arrangement of the shareholder and Chairman of the Board
in his capacity as controlling shareholder of the group. Outstanding balance from these
credit lines amounted to P200.0 million as of December 31, 2015. There was no
outstanding balance for these credit lines as of December 31, 2016.

314 Others

There are other commirments and contingent liabilities that arise in the normal course of
the Company’s operations that are not reflected in the financial statements. As of the end
of 2016 and 2015, management-is 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 Cﬂmpan}r is exposed to a variety of financial risks which resulted from both its
operating, investing and financing activities.

The Company’s sk exposures are managed in close coordination with the BOD who
focuses on actively securing the Company’s short to medium-term cash flows by
minimizing the exposure to financial markets. Long-term financial investments are
managed to generate lasting returns.

The Company actively engages in the trading of certain financial assets for speculative
purposes. The most significant financial risks to which the Company is exposed to are
described in the succeeding pages.



22.1 Interest Rate Risk

The Company’s policy is to minimize interest rate cash flow risk exposutes on long-term
financing. At December 31, 2016 and 2015, the Company is exposed to changes in market
interest rates through its loans payable (see Note 13) and cash in banks, which are subject
to vadable interest rates.

The United States dollar-denominated cash in banks and outstanding trust receipts are
tested on a reasonably possible change of + /- 46 basis points (bps) and + /- 47 bps in 2016
and 2015, respectively. The calculations are based on financial instruments held at the end
of each reporting period, estimated at 99% level of confidence. On the other hand,
Philippine peso-denominated cash in banks and loans payable are tested on a reasonably
possible change of +/- 11 bps in 2015 and +/- 14 bps in 2014 using standard deviation,
estimated at 99% level of confidence. The calculations are based on the Company’s
financial instruments held at end of each reporting period.

The increase in bps would increase profit before tax by P2.7 million in 2016 and
P2.1 million in 2015. Conversely, if the bps would decrease, with all other varables held
constant, profit before tax would decrease in 2015 and 2014 by the same amounts.

22.2 Credit Risk

Credit risk is the risk that a counterparty fails to discharge an obligation to the Company.
The Company is exposed to this risk for various financial instruments arsing from selling
goods to customers, granting advances to related parties and by placing deposits with
banks.

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 thé statements of financial position or the detailed analysis
provided in the notes to financial statements as shown below.

Motes 2016 2015
Cash and cash equivalents 4 P 1,382,801,217 P 837,551,006
HTM investments 7 244,740,000 244 740,000
Trade and other receivables 5 98.982.001 125872241

P_1726,523218 P_1208163.24]

None of the Compmiy’s financial assets are secured by collateral or other credit
enhancements, except for cash in banks as described in the succeeding page.
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(a) Cash and Cash Equivalents

The credit risk for cash in banks is considered negligible, since the counterparties are
reputable banks with high quality external credit ratings. ;

As part of Company’s policy, bank deposit is only maintained with reputable financial
institutions. Cash in banks which is insured by the Philippine Deposit Insurance
Corporation up to a maximum coverage of P0.5 million per depositor per banking
institution, as provided for under RA No. 9576, Amendment to Charter of Philippine Deposit
Insurance Corporation, is still subject to credit risk. L '

(8) Trade and Other Receivables

In respect of trade and other receivables, the Company is not exposed to any significant
credit risk exposure to any single counterparty. Based on historical information about
the counterparty default rates, management consider the credit quality of the receivable
that are not past due or impaired o be good.

Trade receivables that are past due but not impaired aze as follows:

2016 2015
Not more than three months P 47,929,966 P 47,661,216
Mote than three months but
not more than six months 774,625 2,205,325
More than six months but not '
morte than one year 169,503 23,500

P_ 48,874,094 P __49,890.041
(¢} HTM Investments

No impairment loss has been recorded 1n relation to the debt securities held to maturity
(see Note 7). No amounts related to investment in debts securities are past due.

22.3 Liquidity Risk

The Company manages its liquidity needs by carefully monitoring scheduled debt servicing
payments for long-term financial liabilides as well as cash outflows due in 2 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 are deposited in banks. Funding for long-term liquidity needs is additionally
secured by an adequate amount of committed credit facilides and the ability to sell
long-term financial assets.
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As at December 31, 2016, the Company’s financial liabilities have contractual mammi:es as
follows:

Within G 12 More than
G Months Months 1 Year
Trade and other payables P 308,230,648 P - P -
Loans payable . 450,076,563 22845313 -

P 758307211 P 22845313 B -

This compares to the maturity of the Company’s financial liabiliies as of December 31,
2015 as follows:

Within 6o 12 Mote than
6 Months Months 1 ¥ear
Trade and other payables . P 215,339,385 P - P -
Loans pagable 523,995,510 553,841,931 336,408.785

P 739534805 P 553841931 P 336498785

The above contractual maturities reflect the gross cash flows, which may differ from the
carrying values of the liabilities at the end of the reporting periods.

CAPITAL MANAGEMENT DB]EET IVES, POLICIES AND PRGCEDURES

The Company’s capital management objectives are to ensure the Company’s ability to
continue as a going concern in order to provide adequate returns in the future to its
stockholders and benefits for other stakeholders.

The Company monitors capital on the basis of the catrying amount of equity as presented
on the statements of financial position.

The Company sets the amount of capital in proportion fo its overall financing structure,
ie., equity and liabilites. 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. The debt-to-equity ratio as of December 31 is shown below.

2016 2015
{sabiilitios P 782749930 P 1596762674
Equity 3207891088 _ 2271086434

Debt-to-equity ratio _0.24:1.00 0,70 :1.00
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CATEGORIES AND OFFSETTING OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES

24.1 Carying Amounts and Fair Values of Financial Assets and Financi:
Liabilities

The carrying amounts and fair values of the categores of financial assets and financi
liabilities presented in the statements of financial position are shown below.

2016 . 2015
Carrying Fair Carrying Fuir
Motes Values Values Valyes Values

Financial assers
Loans and receivables:
Cash and cach equivalents
Trade and other receivables

-

P1,382,801,217 P1,382800,217 P B37,551,006 P 83755L006
080982001 ___ 98582001 3

[¥1]

1,481,783,218  1,481,783,218 Q63,423,247 Q63,423,247

HTM imvestments —
Dbt sepuries T 244740000 _ 263787640 _ 244740000 _ 254774340
P1,726,523,218 P1,747.570,858 1208163247 PLIAI97567
Financial Fabilites
Firancal lishiliges at amortized cost
Loans pavable 13 P 467,500,000 P 467,500,000 P 1367500000 P1,367,500,000
Trade and other papables 12 _IMG9GTAYS _ 05067805 _ 214240821 214240021

E_TI4467,895 P T74,461895 4021 PLSBLT40E21

See Notes 2.4 and 2.9 for description of the accounting policies for each category ¢
financial instrument including the determination of fair values. A description of tl
Company’s risk management objectives and policies for financial instruments is provided .
Note 22.

24.2 Offsetting of Financial Assets and Financial Liabilities

The Company has not set-off financial instruments in 2016 and 2015 and does not hay
relevant offsetting arrangements as of the end of the reporting periods. Currently, financ
assets and financial liabilities are settled on a gross basis; however, if applicable, each pa
to the financial instrument will have the option to settle all such amounts on a net basis

the event of default of the other party through approval by both parties.

FAIR VALUE MEASUREMENT AND DISCLOSURES
25.1 Fair Value Hierarchy

In accordance with PFRS 13, the fair value of financial assets and financial liabilities a:
hon-financial asset which are measured at fair value on a recurring or non-recurring ba
and those assets and liabilides not measured at fair value but for which fair value
disclosed in accordance with other relevant PFRS, are categorized into three levels bas
on the significance of inputs used to measure the fair value. The fair value hierarchy k
the following levels:

(a) Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilit
that an entity can access at the measuremnent date;

(b) Level 2: inputs other than quoted prices included within Level 1 that are obsetvable |
the asset or liability, either directly (ie., as prices) or indirectly (i.e,, derived fr
Y ¥ P y
prices); and,
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() Level 3: inputs for the asset or liability that are not based on observable market dat:
(unobservable inputs).

The level within which the financial 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 1
quoted prices are readily and regularly available from an exchange, dealer, broker, industr
group, pricing service, or regulatory agency, and those prices represent actual and regularl;
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 th
current market of another instrument which is substantially the same after taking intc
account the related credit risk of counterparties, or is calculated based on the expected casl
flows of the underlying net asset base of the instrument. '

When the Company uses valuation technique, it maximizes the use of observable marke
data where it is available and relies as little as possible on entity specific estimates. If al
significant inputs required to determine the fair value of an instrument are observable, th
instrument is included in Level 2. Otherwise, it is included in Level 3.

25.2 Financial Instruments Measiired at Amortized Cost for which Fair Value 1
Disclosed :

"The table below summarizes the fair value hierarchy of the Company’s financial assets an
financial liabilities which are not measured at fair value in the 2016 and 2015 statements ¢
financial position but for which fair value is disclosed.

© 206
_levell _ Level2 _ Leveld = Towml
Financial assets:
Cash and cash equivalents P1382801,217 T - P = P1382.801,217 °
Trade and other receivahles - - 98,582,001 08,982,001
Dicht security —
HTM investment 37876 = 265, THT 640
PL648,588857 P - P 98,982,001 P1,747,570,858
Financial Kabiliries!
Trade and other payables P - P P 306967893 P 306967855
Loans payzhle —AG7, 500,000 . 467,500,000 ,
P 467,500,000 B __- 06,967,895 P_774,467,805
2015
Level 1 Level 2 Tevel 3 Total
Fimanal assete:
Cash and cazh equivalents T o837551,006 P P - P B37,551,006
Trade and other recetvable - 123,872,241 125,872,241
Diebt security - ¢
HTM investment 254,774,340 - 254774340
E1092325346 B _ P_125872241 P 1,218,197 587
Financial Sabilities:
Trade and other payables P - P P 214240821 T 214240821
Loans payable —1,367,500,000 - 137,500,000
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For financial assets and financial liabilities, other than HTM investment, with fair values
included in Level 1, management considers that the carrying amounts of those short-term
financial instruments approximate their fair values. HTM investment consists of equity

securites with fair value determined based on prices quoted in the PSE representing the bid
prices at the end of the reporting period.

25,3 Fair Value Measurement for Non-financial Assets

For the fair value measurement of non-financial asset, the fair, market values of investment
properties as of December 31, 2016 classified as Level 2 which are determined through
appraisal reports obtained on November 11, 2016 amounted to P2,1 billion while the fair

value as of December 31, 2015 based on the appraisal report obtained in 2014 amounted to
P2.9 billion (see Note 11).

SEGMENT REPORTING

26.1 Business Sﬂgﬂmﬂﬂr

The Company’s operating businesses are organized and managed separately according to
the nature of products and services provided. In identfying its reportable operating
segments, management generally follows the Company’s three main revenue sources, which
represent the products and services provided by the Company, namely Sale of Goods,
Rental Income and Investment Income.

26.2 Analysis of Segment Information

The following tables present revenue and profit information regarding business segments
of the Company for the years ended December 31, 2016, 2015 and 2014

2016
Sale of Rental Invesrment

— Goods  __ Income Income To:a]-

Revenues P1,002,128,379 P 110,200,271 P 10,233,191 P1,122 561,841
Cost 793889721 _ 2748530 - __ 96638231
" o0B238658 _ 107451741 _ 10233191 _ 32592359
Orther operating expenses:
Salaries and wages 26,958,328 = 26,958,328
Ourside services 5947151 = 5,547,151
Transportaton and wavel 11,443,208 3 - 11,443,208
Commission 210,394 - 210,394
Insurance 8,251,446 - B251 446
Sepment profit before
depreciation and amortization P_ 155428131 P 107451741 P 10,233,191 P 273,113,063
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2015
Sale of Rental Investment .
Goods Income Income Total

Rewvenues P 940,000,603 P 100777804 P 12,142,114 P1,052920531
Cost 652,200,131 3,055,330 & (H6,135.461
' 257800472 _ 06842474 12142114 _ 366785060

: Oither operaing cXpenses:

Salasies and wages 22,074,491 - : 22,074,491
Ourside services T.597.280 - - T.007 289
Transportation and travel 8,087,789 - ' - 8,087,789
Commission 96,291 - - 96,291
Insurance 3,534,965 - - 3524965

41,380,825 E = 41,380,875

Segment profit before
depreciztion and amortzation ’ P_216419647 P 96842474 P 12142114 P3254047335
k|

2014
Sale of Rental Investment
—Goods  _ Iocome = _ _Jpcome = Total

Bevenues P 933080038 P 73179341 P 6,134,247 P1,012,394.746
Cost 668512426 2,973,346 = 671485772
264568532 70206195 6134247 340908974

* Orther operating expenses:

Salaces and wages 16,008,594 - - 16,008,594
Outside services 7,384,434 - - C 7384434
Transportation and tavel 5,718,155 - - 3,718,155
Commission ) 1,980,024 - - 1,080,024
Insurance 1,428,143 - ' - 1,428,143
Adwvertising and promotdons 388,675 - - 2BRGTS

30998075 - - 30,998,025

- Segment profit before
depreciation and amortization P_233570507 P_70206105 E__ 6134247 P 309910949

Below is the Company’s reconciliation of the components of reportable segments tc
statement of comprehensive income:

2016 2015 2014
L]
Revenues:
- Total revenue of reportable ;
i segments P 41 P 1,052 521 P 1.0 74
-
Costs and expenses:
=] Total costs and expenses '
of reportable segments 849,448,778 723,580,936 702,483,797
= Other costs and expenses from
non-reportable segments 65,551,582 75,602,302 60,532,970
= Depreciation and amortization 6,117,488 7,019,390 6,746,374
- Finance costs — net 5,374,879 41,407,883 96,754,334
= Gain on disposal of:
: Investment properties 826,273,802 - -
= Investment in associate 32,509,465 - -
858,783,267 - -
]
— Profit before tax P 1,054,852,381 P 205300990 P__ 145877271
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The results of operations from the three segments are used by management to analyze th
Company’s operation and to allow them to control and study the costs and expenses. It i
also a management indicator on how to improve the Company’s operation.

Expenses are allocated through direct association of costs and expenses to operatin,
sepments. '
SUPPLEMENTARY INFORMATION REQUIRED BY THE BIR

Presented below and in the succeeding pages is the supplementary information which i
required by the BIR under its existing revenue regulations (RR) to be disclosed as part o

the notes to the financial statements. This supplementaty information is not a require
disclosure under PFRS.

27.1 Requirements Under RR 15-2010

The information on taxes, duties and license fees paid or accrued during the taxable yea
required under RR 15-2010 are'presented below and in the succeeding pages.

(a)  Qutput VAT

In 2016, the Company declared output VAT as follows:

Output
Amount VAT
Sale of goods:

VATable P 694654206 P 83,358,505
Exempt 248,906,116 :
Zero-rated 58,568,057 -

1,002,128,379 83,358,505
Rental income 110.200.271 13,224 033

P1.112,328,650 P 96,582,538

The Company’s zero-rated and exempt sales and VAT receipts were determinec
pursuant to Section 106(A)(2)(a), Zerv-rated VAT on Export Salke of Goods, Secdon 109
VAT Exempt Transactions, and Section 108(B) and Zerv-rated 17AT on Sale of Services an.
Use or Lease of Properties, of the 1997 Natonal Internal Revenue Code, as amended
The tax bases are presented as part of Sale of Goods and Other Operating Income ir
the 2016 statement of comprehensive income.
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(b) Input VAT

(@

The movements in input VAT in 2016 are summarized below.

Balance at beginning of year P 129,818,894
Importation of good other than
capital goods 48,551,128
Domestic purchase of goods and services
other than capital goods . 42412414
Amortization of deferred input VAT L 'TA07. 764
228,290,200
(__96,582,538)
Balance at the end of year 1 62

The outstanding balance of input VAT is presented as part of Prepayments and Othe
Current Assets in the 2016 statement of financial posidon (see Note 9).

Taxes on Inportation

In 2016, the total landed cost of the Company's importation of raw material
amounted to P519,182,180 which includes customs duties, freight, insurance and othe
charges, excise tax and other imporr expenses amounting to P20,941,557.

Esecire Taxe

Aside from the excise tax on importation, the Company did not have any transaction
in 2016 which are subject to excise tax.

Documentary Stamp Taxes (D5T)

The Company incurred DST amounting to P2,184,605 in 2016 [see Note 27.1(f)] fo
the execudon of new and renewal of the Company’s various loan ag:r:mnents wit]
financial insttutions.

Taxes and Licenses

The details of Taxes and licenses in 2016 is broken down as follows:

Licenses and permits P 6,585,010
Real property tax 2,748,530
DST 2,184,605
Others R i 75

P_14,397.088

The amounts of Taxes and licenses is presented under Other Operating Expenses i
the 2016 statement of comprehensive income (see Note 14).
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(&)  Withbolding Tases

The details of withholding taxes for the year ended December 31, 2016 are showt

below:
Expanded P 5,722,647
Compensation 1,821,862
Final 1.273,571
E__ 8,818,080

(8)  Deficency Tase Assesment and Tax Caser

As of December 31, 2016, the Company does not have any final deficiency ta:
assessment with the BIR nor does it have tax cases outstanding or pending in courts o
bodies outside the BIR in any of the open taxable years.

27.2 Requirements Under (RR) 19-2011

RR 19-2011 requires schedules of taxable revenues and other non-operating income
deductible costs of sales, itemized deductions and other significant tax information to b
disclosed in the notes to the financial statements.

The amounts of taxable revenues and income, and deductible costs and expenses ptesentec
below and in the succeeding page are based on relevant tax regulations issued by the BIR
hence, may not be the same as the amounts reflected in the 2016 statement of
comprehensive income.

(a) Taxable Revenues

The Company’s taxable revenues subject to regular rate in taxable year 2016 amountec
to P1,002,128,379.

(b)  Deductible Cost of Sales

SOTTT T LIS r LT LT LT T LY

The Company’s deductible cost of sales which are subject to regular tax rate are showr

I- below.

= Inventories at beginning of year P 1,803,088,219

e Cost of goods purchased 579,831,373

I Total goods available for sale 2,382,919,592

= Finished goods at end of year (__1.579,046,521)

|

e P__803,873,071

= (¢)  Taxabie Non-operating and Other income

— The details of taxable non-operating and other income in 2016 which are subject tc

- regular tax rate are shown below.

- Rentals P 99,199,386
Realized foreign currency gains 984,607

- Other income 3,108,614

= P 103,292,607
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Z (d) Itemmized Deductions
The amounts of itemized deductions subject to regular tax rate for the year endec
h December 31, 2016 are as follows:
Professional fees P 43,360,722 .
Salaries and wages 26,502,277
| Interest expense 16,136,022
a’ Taxes and licenses 14,397,088
| Rental " 17,016,388
h Transportation and travel 14,006,536
o Insurance 8,251,446
| Depreciation and amortization 6,117,488
' Security services 5,617,360
a:. Representation and entertainment '5,010,642
; a: Trainings and seminar 4,153,189
Communication, light and water 3,182,127
i: Office supplies 1,618,820
Repairs and maintenance 1,449 409
:’ Advertising and promotions 1,251,039
Charitable contributions 1,051,429
b Dues and subscriptions 1,039,738
Il Bank charges ; 405011
Commission 79,388
Others ' : —4.136,610

P 174,872,729
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-
Schedule Content
P
A Financial Assers
: Loans and receivables
=il Finandal Assets at Fair Value Theough Profit or Loss
Held-to-matuzity Investments
-y Available-for-sale Finandal Aszets
- B Amounts Receivables/ Accounts Payables from /1o Directors, Officess, Employees, and Prindipal
Stockhalders (Other than Related Parties)
-, i
. " Amounts Receivable from Related Partics which are Eliminated during the Consolidation of
- Financial Statements
_ Amounts Payable to Related Parties which are Eliminated during the Consolidation of Financial
Sratements
I Intanpible Assets - Other Azsets
.k}
E Long-term Debr
-
F Indebtedness to Related Parties
-
G Guarmntees of Secunties of Other [ssuers
s H Capiral Stack
=il ’ (%) Schedule of Philippine Financial Reporting Standards aod Interpretations Adopied by the Securities and
Exchange Commission and the Financial Reporting Standards Council as of December 31, e
LM
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[
{4) Reconciliation of Retined Earnings Available for Dividend Declaration
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5B5 Philippines Corparation
{A Subsidiary of Asesy Holdings Corporation)

Schedule of Philippine Finaneial Reporting Standands and Interpretations
Adopred by the Securities and Exchange Commission and the
Financial Beporting Smndards Conncil a5 of December 31, 2016

Mot Not

PHILIPPINE FINANCIAL REPORTING STANDARDS AND INTERFRETATIONS Adaopred .
! Adopted | Applicable

Framework for the Preparation and Presentation of Financial Statcments o
Conceprual Framework Phase A: Objectives and Cualistive Characterstics v

Pructice Smizment Management Commentary v i

Philfppine Financial Reporing Standards (FFRS)

First-time Adoption of Philippine Financial Reporing Standards : Iy
Amendments to PFRS 1: Addidonal Exeenptons for Fist-tme Adopters

R

=,

PTFRS 1 .r\_m:n:immu o PFRS 1: Limited Exempoan from Comparative PFRS 7 Disclomeres fior
(Revised) First-time Adopiers

Amendments to FFRS 1: Severs Hypernflaton and Hemowval of Fixed Date for
First-tme Adopems

Amendments to PFRS 1: Government Loans

o

3hace-based Payment

[
=i
=..]

. |
..
= |

=.. |
=...
- |

=

; Amendsents to PFRS 2 Vesting Condidons and Caneellations
ArEE Amendments o PFRS i Group Cash-ssetled Share-based Papment Transactogs
A

Amendments to PRRS 2 Classifeation and Measurement of Share-based Paymoent
Teanssctions” ffectiie Jonnary !, 2018)

PFRS 3

(Revised) Business Combinatons

Insuezncs Contzacts

PFRS 4 Ameadments 1 FAS 39 and PFRS 4: Financlal Guanates Contracs

Arendments to PERS 4: Applying PFES 9, Fingwzial Instrurents, with PFRS 4, Innsrama
Comtrae™ fefftaive Janwary 1, 2015} '

PFRS 5 Man-cusren: Assets Held for Sale and Discontnaed Cpemtions

PFRE 6 Exploration for and Evaluation of Minesal Resources

Finanelal Instrements: Disclosures

Amendments o PFRS 7: Transiton

Amendments to PAS 39 and PFRS T Reclassifeaton of Financal Assets

Amendments 1o PAS 39 and PFRS 7: Reelissifcation of Financial Asses - Effective Date and
Transition

O O N O O T W

EFRS] Amendments to PFRS T: Impeoving Disclosures about Financial Insirements

- Amendments to PFRS 7: Disclogures — Transfers of Financal Assets

L R SR e el

A mendments to PFRS 7: Disclosuses - Offsering Financial Assets and Financial Liabilites

Amendmenss to PFRS T: Masdatory Effecdve Date af PFRS 9 and Teansitoa Disclosures™ 7
effective when PR 9 is first applied) f

PFRE & Cipecating Segments o
PFRS % Financial Insrrumens (2014)* e Jasuay 1, 2075} u?'
Consolidated Finanaal Stamwments s
Amendments to PFRS 10: Transigon Guidance v

pFRe {0 |Amendmeats 1w PFRS 10: Investment Eafities v
Amendments m PERS 10: Sale oz Contdbuton of Assew hetwesn an Trwestar and its Associane
o Jaint Vennure® (i date diferred indifinitels]

Amendiments to PERS 10: Investment Entites — Apglying the Consolidation Exeepdon il




==
=3
=
PHILIPPINE FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS Adopted | d”j;‘ - hp;‘;hi:
|Joint Armangements . v
PFRS 11 |Amendments to PFRS 11; Trensition Guidance o
Amendmants to FFRS 11: Accountng for Acquisitons of Interests in Join: Opesadons v
Disclosure of Interests in Other Enites L
- npmeyy  |Ameadment w PERS 12 Tnsidon Gridence v '
Asmendments to PFRS 12: Invertment Entifies v
Aemendiments to PFRS 10: Iavesmment Eodries — Applying the Consolidation Exception o
PFRS 13 Fair Value Measurement s
PERS 14  |Regulatory Deferral Aceounts S
PFRS 15 |Revenc fom Contact with Customens® il oy 1, 2018) v
PFRS 16  |Lenses~ jpfectc fansary 1, 2015) v
Philippine Accounting Standards (PAS)
Presearrion of Finandal Sttements v
PAS1 :Am:;::m.cn:s to PAS 12 and PAS 1: Pusable Financal Instruments and Obligutons Adsing oo 7
evined) o
Amendments w FAS 1: Presegsation of Ireme of Other Comprehensive Income ¢
Amandments 1w PAS 1; Disclosure Inidaove ¢
- PASZ Inventedes v
Starement of Cash Flows v
=7 PAST - - -
: Amendments 1 PAS T Disclosure Inidafve® fpfeaie Jaasary 1, 20/7) v
PASH Aceennting Policies, Changes in Accounsing Estmates and Errors
_ PAS10  |Evens After the Reporing Pesod s
s PAS 11 (Constuction Contracts v’
Income Taxes 4
- PAS 12 Amendmens o PAS 12 - Defersed Trc Recovery of Undedying Assets v '
Amendments 1o PAS 12 - Recopnition of Deferred Tax Assers for Unsealized Losses® fiffeative Vi
e amuzry 1, 20 7}
- Property, Plane and Bquigment v
e PAS 16 Amendments to PAS 16: Beaser Plants o
Amendments o PAS 16: Clanficatien of Accepable Methods of Deprecation and Y
Amorgrzaton
=t PAS 17 Leases «
j, PAS 1B Hevenus W
PAS19  |Employse Benehs <
i (Revised) | Amendments to PAS 19; Defned Begaft Flans - Employee Conibutons v
PAS 20 Accounting for Govesnment Grants and Disclosure of Government Asgizmance v
i gt The Effects of Changes in Fortign Exchange Rates : ¥
Amendments: MNet Tavestment in 2 Forsign Operatan i
il :’!R&f\;aed} Boerowing Costs v
1 mﬂ}' Related Pary Disclosusss v
PAS 26 Aceounting and Repordeg by Retrement Beneht Plans i
— Separats Finencial Smtemen ' o
e E’Rﬁfﬁﬂd} Amendments to PAS 27; Invesument Eatities <
i Aemendment to PAS 27; Equity Method in Sepacate Financial Staemcnts e
= .
=
'
-
=]




PHILIPPINE FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS Adopted Hut Pt
l Adopted | Applieable
Tnvestrments in Associates and Joint Veomres s
I PAS 28 Amendments 1o FFRS 10; Sele or Contrdbution of Assets berween an Investor and its Assocate :
(Revised)  [or Joint Venmee™ (gfeciee date deferred dndefimitely) o
I Amendments o PAS 28; Investment Entities - Applying the Consolidaton Excepton "4
PAS 25 Finznctal Reporting in Hypeanfladonary Economies ¥
I Financial Inswramenis: Presentation i
Amendments to FAS 32 and PAS 1: Ponable Finandal Instrements and Obligations Adsng an o
l PAS 32 Liguidation:
Amendments m PAS 32 Classification of Rights Issaes v
I Amendments to PAS 32 Offserting Finandal Assets and Financial Liahifides i
PAS 23 Earnings Per Share o
| PAS 34  |intedm Finandal Reperting ' v
l AL 8¢ impairment of Assets v
Amendment o PAS 36: Reeoverable Amount Disclogures for Non-financial Assets v
]' PAS 37 Provizione, Contingent Liahdlies and Condngens Assets i
Intangible Asaets s
[ PAS 38 Amendments © PAS 38 Cladfication of Accepuble Methods of Depreciaton and
Amortizatan
I Finandal Instrements: Reeognidon and Meamarsment i
Amendments to PAS 30: Teansision and Injdal Reeogniton of Finsncial Asssts and Financal o
Armendments o PAS 39 Cash Flow Hedge Accountiag of Foregast Intmgrosp Transacoons W
| Amendments to PAS 39: The Fair Vales Opsian s
PAS 39 Amendments to PAS 39 and PFRS 4: Financz! Guarantee Contracts v
: I Amendments to PAS 39 and PFRS T: Reclassification of Financial Assets i
Amendmeats to PAS 39 and PFRS T; Reclussification of Financial Assets — Effective Dats and Y
l Transinon
Amendments o Phifippine Inteepeeatdon IFRIC 9 aad PAS 3%: Embedded Dadivatives v
I Armendments 1o PAS 3% Eligihle Hedped Iems o
I Amendments to PAS 3% Movasion of Devatves and Contnuaton of Hedge Accountng ¥
PAS 40 Investment Progerty '
Apgeud ¥
| PAS 31 e
Amendments to PAS 41: Bearer Plants o
. Philippine Intesprecations - Intermational Financial Reporting Inteipretations Committes (IFRIC)
I IFRIC 1 Changes iz Existing Decommissioning, Restomton and Similar Lisbdiges** o '
IFRICZ  |Members' Share in Co-opesative Entites and Similar Instruments v
]_ IFRIC4  |Determising Whether an Armngement Conming 2 Lease
IFRIC 5 Rights 1o Interests Adsing from Decommissioniug, Resmmtion and Envisonmental
l fehehilititinn Funds**
Lishilitica Arising from Pastiiparng in & Specifie Market - Waste Electzeal a2d Electronic
IFRIC & 4 v
Equipment —
I Applying the Resmtement Approach under PAS 25, Financial Repering in Hypednfadonasy
IFRIC 7 s v
Economiss
] IFRICO Reasseasment of Embedded Dedvanves*® o
Amendments tn Philippine Interpremtion TFRIC—) and PAS 39: Embedded Deavasives®® I
| IFRIC 10 |Iniedm Fuaneia] Reporing ard Inpaisment s
IFRIC 12 |Service Concessinn Amingements ¥
l IFRIC 13 |Customer Loyaly Programmes < J
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS Adopted | d”“" i
opted | Applicable
PAS 18 - The Limit on 2 Defined Benefit Asset, Minimum Funding Requirements and thedr
Interacoon j v
IFRIC 14
J'Lm.tl?d.n'l.m'ls to Phililpp;:rm Irlb_:rprmtiu'.zs IFRIC - 14, Prepayments of a Minimum Fonding 7
Reguirement and their Intecaction™
IFRIC 16  |Hedges of & Net Investrment in 2 Fareign Operatin: ¢
IFRIC 17  |Distibutices of Nop-cash Assets to Crwnems™ ol
IFRIC 18  |Trarsfess of Assers from Customers™* ¥
IFRIC1?  |Extingaishing Financisl Liabilides with Equity Instumenn™ ¥
IFRIC 20 (Swmpping Costs in the Producton Phase of a Surfacs Mins** ¥
IFRIC 21  [Levees W
FPhilippine fnerpretations - Standing Interpretagons Commitres (SIC)
SIC-T Introducticn of the Euro v
SIC-10 Govesnraent Asslstanes - Mo Specific Relaton w Openting Actvites ¢
SIC-13 Jointly Controlled Entgtes - Non-Monemry Conmbutons by Venmuress i
SIC-15 Operating Leases - Incenaves I
SIC-25 Income Taxes - Changes in the Tax Swmus of an Entity or its Shareholders*® v
SIC-27 Evaluating the Substance of Transactons Involving the Legal Form of o Lease v
SIC-24 Service Concession Armangements: Diselosures T4
S1C-31 Revenue - Barter Teansactons Involving Adverisng Services=* v
S1C-32 Inmangible Aszew - Web Site Cosn= v

* These standards will be effective for pedods suhseguent w 2016 2n0d ase oot cady adopeed by the Company.

** These standards bave beea adopted in the prepesarion of Snancial smemens bur the Company bas no significant tansactions coversd

in both veare presented,
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$BS PHILIPPINES CORPORATION
(A Subsidiary of Anesy Holdings Corporation)
Mo. 10 Resthaven Street
San Francisco Del Monte, Quezon City

Reconciliadon of Retained Earnings Available for Dividend Declaration
December 31, 2016

{Amounts in Philippine Pesos)

Unappropriated Retained Eamings at Beginning of Year
Prior Year’s Outstanding Reconciling Items
Deferred tax income

Unappropriated Retained Eamings Available for Dividend
Declaration at Beginning of Year, as Adjusted

Net Profit Realized During the Year
Met profit per audited financial statements
Non-actual funcealized income
Deferred mx income

Dividend Declaration during the Year

Appropration during the Year

Unappropriated Retained Eamings Available for Dividend
Declaration at End of Year

14

P

1,011,527,187

1,442131)

P 176,381,186

9900856 )

166,390,350

1,010,085,056
44,400,000 )

200,000,000 3

P__982075.406
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SBS PHILIPPINES CORPORATION
(A Subsidiary of Anesy Holdings Corporation)
Schedule of Financial Indicators for December 31, 2016, 2015 and 2014

2016 2015 2014
Liquidity Ratio * 379.6% 205.5% 129.4%
Debt to Equity Ratio* 24.4% 70.3% 493.0%
Asset to Equity Ratio ® 124.4% 170.3% 593.0%
Return on Assets * 25.7% 4.4% 2.9%
Return on Equity *  369% 11.2% 18.3%
Cost to Income Ratio ° 12.3% 13.2% 19.0%
Earnings per Share ' PHP 0.84 PHP 0.18 PHP 1.80

" Current Assets over Current Liabilities

# Total Liabifities over Equity

# Total Assets over Equity

' Net Income over Average Assets

' Net Income over Average Equity

" Cost and Espenses over Revemues

" Net Income over Weighted Average Nunsher of Common Outstanding Shares




SBS PHILIPPINES CORPORATION

Annual Summary of Disbursement of the IPO Proceeds

as of December 31, 2016
(Amounts in Philippine Peso) bt
Net Offering Proceeds P 1,112,244,295.45
Less: Disbursements .
Accumulated costs incursed as of December 31, 2016 462490 404 57

Balance of the Net Offering Proceeds - _
as of Diecember 3i, 2016 649,744,590,88

er [/ Treasuzer

January 12, 2017
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SBS PHILIPPINES CORPORATION
(Formerly Sytengco Philippines Corporation)
(A Subsidiary of Anesy Holdings Corporation)

NOTES TO THE SCHEDULE ON DISBURSEMENT OF
IPO PROCEEDS AND PROGRESS REPORT AS OF AND
FOR THE YEAR ENDED DECEMBER 31, 2016

BACKGROUND

SBS Philippines Cosporation (the Company) is engaged in the trading of goods and buying,
selling, distbuting and marketing, at wholesale, goods such as chemicals, fernlizers,
foodstuff, agricultural products, feed ingredients, industrial products and medical devices.

On April 8, 2015, the Company applied for the registration of its common shares with the
Philippine Securities and Exchange Commission (SEC) and the listing of the Company’s
shares on the Philippine Stock Exchange (PSE). The SEC approved the registration of the
1,200,000,000 common shares of the Company on July 16, 2015 and the PSE approved the
Company’s application for the listing of its common shares on July 23, 2015

On August 10, 2015, the Company, by way of a primary offesing (IPQ), sold 420,000,000
shares of its common stock (Offer Share) at an offer price of P2.75 per Offer Share, and
pencrated gross proceeds of P1.155 billion (the “TPO Proceeds™) from such IPO.

REALLOCATION AND CHANGE IN USE OF IPO PROCEEDS

Reference is made to the proposed ytilization of proceeds mised from the IPO as disclosed
in the Company’s Prospectus dated July 24, 2015 and the Disbursement of Proceeds and
Progress Report dated Apdl 15, 2016.

On May 20, 2016, the Company’s Board of Directors approved the varation in and
extension of timeframe for the utilization of the remaining unutilized balance of the TPO
proceeds which then amounted to P670,884,497.96. These revised allocation and
dishursement schedules together with the explanatory notes wert submitted to the PSE
through the PSE Electronic Disclosure Generation Technology.
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The details of the reallocation and change in the use of TPO Proceeds are as follows:

(a) P350,000,000.00 ininally allocated and carmarked for the acquisition of a real estate
propesty located in Muntinlupa City have been redeployed and reallocated instead
to fund steategic acquisitions. The project for the acquisition of the industrial
propesty located at Brgy. Tunasan Muntinlupa City odginally intended as the new
warehouse depot site has been reconsidered in light of the residential communities
heing developed alongside the proposed warchonse location site and the likely

locational conflicts and zoning issues resulting from such change in land use.

The Company’s Directors and Management considered it to be in the best
interests of the Company and its shareholders that this portion of the IPO
proceeds is instead chanacled to Rirther its stmtcgy G gIOW its business theough
synergistic acquisitions that will enhance the Company’s product offerings and’
servicing capabilities. The redeployment of such financial resources to pursue
potential business-building acquisitions is in step with the strategic goal of the
Company 1o grow its prncipal business and expand of its chemical opemtions via
acquisiton, and/or investments 1n alhied chemical businesses, as and when such
opportunity arises. The Company anticipates to close such projects durng the
period 2016-2018.

(b) P100,000,000.00 intoally allocated and earmarked for the construction of the new
Muntiniupa warehouse faciiities have been redepioyed and reailocated mstead to
fund the setting up of value added services and/or construction of such facilities to
enhance and increase the Company’s value-added services, The Company expects
to undertake these project during the period 201 6-2017.

(c) P103.969. 248,00 imnnally allocated and earmarked to fund specihic capital
expendimures as detailed 1n the Company’s Prospectus dated July 24, 2015 have
been reallocated to finance investments in new equipment and machinery to
inclade but shall not be limited to those itemized in the Company’s Prospectus
which investments aze to be staggered during the period 2016-2017 and aligned
with the current business needs of the Company .

{dy P100,000,000.00 mtially located and earmarked to fund specific new product
purchases as detailed in the Company’s Prospectus dated July 24, 2015 have been
reallocated to finance the purchase and importation of additions to the Company’s
product portfolio to cover a much broader range of products which shall include
but <hall not be limited to new produects and product improvements listed in the
Company’s Prospectus as well as fund the organization of a business development
unit to strengthen sales and marketing force for the additional product offerings.

(e) P14,830,318.45 excess of actual PO expenses over the estimated TPO expenses
have channeled to general working capital requirements.
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(f P2,084,931.51 savings arsing from lower actual interest expense from the interest

costs estimated for the BDO debt prepayment have likewise been channeled for

use as additional penerml working capiral.

Summanzed below is the allocation of IPO Proceeds:

Allocation of Use

Use of IPO Proceeds of IPO Proceeds Effect of | Revised Allocation
’ based on Reallocation of Use of IPO
| Prospectus - Proceeds
Working Capital P 157,813,977.00 P 16,915249.96 | P 174,729,226.96
Dbt Retizement 28500000000 | { 298493150 28201506845
|
IPO Expenses 57,586,023.00 {  14,830,318.45) 42,755,704.55
Product Expansion 100,000,000, 00 ( 100,000,000.00)
| Capital Expenditures — Muntinlupa | 350,000,000.00 | ( 350,000,000.00) =
| Property Acquisition
| Capital Expenditures — Warchouse 100,000,000.00 ( 100,000,000.00) |
| Construction | B
[
: Capital Expenditures — Warehouse 52,500L,00KL00 |l {  52,500,000.00) -
| and Office Improvements ' g
|
| Capital Expenditures — Warehouse 34,200,000.00 ( 34,200,000.00) -
Equipment & Machinery .
I
Capital Expenditures — Delivery & | 12,000,000.00 ( 12,000,000.00)
Service Vehicles |
|
| Capital Fxpenditures — IT Systems 5900,000.00 | (  5,900,000.00)
& Renewahle Enerov Savings !
Svstems | |
New Product Offerings - 100,000,000.00 100,000,000.00
Acquisitions = 350,000,000.00 350,000,000.00
|
| Capital Expenditures - Facility - 100,000,000.00 100,000,000.00
| lmprovements
| Capital Expenditures - Equipment | 104,600,000.00 104,600,000.00
& Machinery
P 1,155,000,000.00 P 1,135,000,000.00

' TOTAL TPO PROCEEDS
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below and in the succeeding page.
(a) General Working Capital

Abour 15.13% of the IPO Proceeds has been allotted for use as genesal working capital.
This includes the excess of actual TPO expenses and bank loan charges versus the
estimated amounts previously allocated. As of December 31, 2016, the Company has
disbursed a total of P167,574,922.73 to settle trust receipts obligations and interest
charges incurred for the purchase of product inventory replenishments and for marketng
expense in connection with the trade exhibit pasticipation of the Company in the 2016
Philippine Food Trade Expo.

(b) Mew Product Offerings

About 8.66% of the TPQ Proceeds has been allotted to finance the purchase and
importation of additions to the Company’s product portfolio which shall include new
products and product improvements as well as to fund the organization of a business
development unit to provide sales and marketing support to develop market share for
such new products. These expenditures will be undestaken during the period 2016-2017.
As of December 31, 2016, the Company has disbursed a total of P577,611.05 in
connection with the importation of new product offerings for water and waste water
treatment and related sales support expenses.

{€) Acquisidons

About 30.30% of the PO Proceeds has been allocated to finance business-building
and/or synergistic acquisitions such as mvestment in allied or complementary chemical
businesses. The Company is continuously exploring acquisition and investment
opportunities that would complement the Company’s growth targets and long-term goals
and targets to close such projects during the period 2016-2018,

{d) Capial Expenditures for Factlity Improvements

About 8.66% of the IPO Proceeds has been allocated to finance the construction of new
warchouses and/or set up facilities for the carrying out value added services such as

those for repacking or custom blending of chemicals products. The Company expects to

undertake such projects during the period 2016-2017.

i



(¢) Capital Expenditures for Investments in Equipment and Machinery

Ahput 9.06% of the TPO Proceeds has been allotted to finance investments in new
equipment and machinery to include but shall not be limited to those memized n the
Company’s Prospectus which investments will be staggered duning the period 2016-2017
and aligned with the current business needs of the Company. As of December 31, 2014,
it has disbursed a total of P11,431,802.30 for the purchase of air-conditioning systems
for its temperature controlled storage facilities for pharmaceutical chemicals, additional
office equipment and vehicles.

(f) Debt Retirement N

About 24.49% of the TPO Proceeds has been used by the Company to prepay the
outstanding principal balance of one of its teem loan with BDO Unibank, Ine, which
was availed of on September 5, 2013. This long-term loan was due to mature on
August 27, 2018 and bears an interest cost of 5% per annum {the “BDO Loan™). The
Company decided to prepay the BDO Loan as it carred a higher interest mate compared
to its other loan obligations. On August 11, 2015, the Company prepaid the BDO loan
in the total amount of P282.9 million, inclusive of accrued interest, using the [PO
Proceeds.

(g) IPO Expenses

About 3.70% of the IPO Proceeds were used to pay fees and expenses related to the
IPO of the Company.

4. SUMMARY OF ACCUMULATED DISBURSEMENTS OF IPO PROCEEDS
(PROGRESS REPORT)

Summarized below are the disbursements made and the remaining unutilized balance of the
TPO Proceeds as of December 31, 2016.

Application
Bevised Allocation of Proceeds Balance of Offering
of IPO Incurred as of Proceeds as of
Proceeds® _December 34,2016 _Tecember 3L, 2016

PO cxpenses P 427557455 T 427557455 P - )
New product offerings 100,000,000.00 57761105 90,422,388.95
Acquisinons F30,000,000.00 2 350,000,000.00
Capital expenditures:

Facility improvensents 100,000,000.040 - 100, 000,200.00

Equipment & Machinety 104,600,000.4) 11,431,80230 93,168,197.70
Tieht reficement IR DIENREAY 2R2 915,049 -
Generl wodking capital

expenditures 174,720, 226096 16757490273 7.154,304.23

P___ljssponponed B 50525510002 D G49.744.BO05S

# Ty the extent that the Offerinn Proceeds from the TP are waf dammedt ately appdied to the gpeciiad parpases stated in 1 Offering
Cireudar, the Company may invsit in shortterm fioced invoms securities and]or mongy wmavket ipgdriments As gf Dacember 31,
2075, the rewaining balmes of the Offering Proceeds was fvesied i3 S50-0e0m BTOREY aarker placements with repulabie Phidfnine
sfyersal banks,
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5. APPLICATION OF REMAINING BALANCE OF THE IPO PROCEEDS

The remaining balance of the IPO Proceeds amounting to P649,744,890.88 as of

December 31, 2016 is expected to be utilized and disbursed in accordance with the
proposed change in use of IPO Proceeds as presented above.
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The Stockholders and the Board of Directors
5BS Philippines Corporation

(Formerly Sytengco Philippines Corporation)
(A Subsidiary of Anesy Holdings Corporation)
Mo 10 Resthaven Street

San Francisco Del Monte, Quezon City

Tntrodiron

We have reviewed the accompanying Annual Summary of [Disbursement of the Initial
Public Offering (TPQ) Proceeds {the Annual Summary) of SBS Philippines Corporation
{the Company} as of and for the vear ended December 31, 2016, and the accompanving
explanatory notes with respect to the Company’s use of the proceeds from its 1PO.
Management is responsible for the preparation and fair presentation of the Annual
Summary in accordance with the planned use of the IPO Proceeds as presented in the
Prospectus of the Company dated July 24, 2015 and the subsequent reallocation and change
in use of PO Proceeds as approved by the Company’s Board of Directors and disclosed in
the Philippine Stock Exchange (PSE) Electronic Disclosure Generation Technology an
May 20, 2016. Our responsibility is 1o express a conclusion and to issue a report on this
Cruarterly Summary based on our review.

Smpe af Review

We conducted our review in acgordance with the applicable Philippine Standard on Review
lingagements. A review is limited primarily 1o inquiries of Company personnel, analytical
procedures and other review procedures applied to financial data and thus provides less
assurance than an audit. We have not performed an audit and, accordingly, we do not
express an audit opinion.

Certified Publle Accountants
Bunanpirayas & Aragio (PEA) 15 the Prlpaing member tem of Grant Thornion internatonal Lid

Dltices o Cebu, Daven, Caate

BOAFRE Cert, of Fgg Mo 0002
SLC Ascreditation Me. GOOZFR-



P&A
L0 GrantThornton

An instinct for growth’ -

Caonciusion

Based on our review, nothing has come to our attention that causcs us to believe that the
accompanying Annual Summary of SBS Philippines Corporation does not preseat fairly, in
all material respects, the information on the use of the Offering Proceeds as of and for the
vear ended December 31, 2016, in accordance with the planned use of such proceeds as
summarized in the Offering Circular of the Company and its subsequent reallocation.

Emphasis of "Matter

Without qualifying our conclusion, we draw attention to Note 2 to the schedule on
disbursement of IPO Proceeds and progress report, which discloses that on May 20, 2016,
the Company’s Board of Directors approved the varation in and extension of imeframe for
the utilization of the remaining unutilized balance of the PO Proceeds amounting (o
1670,884,497.96. In accordance with the Notice of Approval issued by the PSE on the
Listing Application of the Company dated July 24, 2015, the actual disbursement or
implementation of such reallocanons must be disclosed by the Company at least thirty (30}
days prior to the actual disbursement or mmplementation.

PUNONGBAYAN & ARAULLO

Ne i

By: Renan Ad Piamonte
Partner

CPA Reg. No, 0107805
TIN 221-843-037
PTR N 3908630, Jamary 3, 2017, Makan Ciry
SEC Group A Acerediation
Partiers - No. 1363-A (uaul Apr. 30, 2007
Fiem - Mo, 0002-FR-4 (unul Apr. 30, 20185)
Bk AN 0B-002511-37-2016 fanl Okt 3, 201
Fier's BOA/PRC Cert. of Reg. Mo 0002 {unl [Dec. 31, 2018)
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