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SECURITIES AND EXCHANGE commissioN | |(T) | NOV 11 2[]2!]
A

FORM 17-Q Ay rean T
_ it

FORMS ANB CONIENTS

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES ( \
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER )

J

1. For the quarterly period ended September 30, 2021

2. Commission identification number 026126 3. BIR Tax Identification No 000-121-507-000

4. Exact name of issuer as specified in its charter HOLCIM PHILIPPINES, INC.

Province, country or other jurisdiction of incorporation or organization Republic of the Philippines
Industry Classification Code: |(SEC Use Only)

oo

7. Address of issuer's principal office Postal Code

7% Floor Two World Square, McKinley Hill, Fort Bonifacio, Taguig City 1634
8. Issuer's telephone number, including area code (632) 8581-1511
9. Former name, former address and former fiscal year, if changed since last report _N. A

10. Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the RSA

Title of each Class Number of shares of common
stock outstanding and amount
of debt outstanding
Common Shares 6,452,099,144

11. Are any or all of the securities listed on a Stock Exchange?
Yes [x] No [ ]
If yes, state the name of such Stock Exchange and the class/es of securities listed therein:

Philippine Stock Exchange, Inc. Common Shares

12. Indicate by check mark whether the registrant:

(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26
and 141 of the Corporation Code of the Philippines, during the preceding twelve (12)
months (or for such shorter period the registrant was required to file such reports)

Yes [x] No [ ]
(b) has been subject to such filing requirements for the past ninety (90) days.

Yes [x] No [ ]
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PART |- FINANCIAL INFORMATION
ltem 1. Financial Statements.

Exhibit | ~ Consplidated Balance Sheets-as of September 30, 2021 and December 31, 2020

Exhibit || — Consolidated Statements of Income for the quarters ended September 30, 2021 and
2020.

Exhibit 1. - Consolidated Statements of Comprehensive Income for the quarters ended
September 30, 2021 and 2020 o

Exhibit IV —Consolidated Statemients of Changes.in Stockhoelders’ Equity for the quarters ended
September 30, 2021 and 2020

Exhibit V— Consolidated Statements of Cash Flows for the quarters ended September 30, 2021
and 2020

Exhibit VI — Aging.of Trade and Other Recefvables as of September 30, 2021
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HOLCIM PHILIPPINES, INC.
CONSOLIDATED BALANCE SHEETS
As of September 30, 2021 and December 31, 2020

{In Thousands)

Exhibit 1

30 Sept 2021 31 Dec 2020
ASSETS
Cuirent Assets .
Cash and cash equivalents: R1,161,488 R2.080,791
Trade and other receivables - net 2,547,104 2,601,420
Inventories 3,673,159 2,851,169
Short-term financial receivables 245,581 465,657
Qther current assets 502,802 417 775
Total Current Assets 8,130,134 8,418,812
Noncurrent Assets
Investments 4,384,817 4,209,258
Property, plant and equipment — net: 19,485,453 19,625,634
Right-of-lise assets 1,604,317 1,866,896
Goodwill 2,635,738 2,635,738
Intangibles — net. 14,384 19,445
Retirement assets — net 2,095,690 2,161,204
Other noné¢urrent assets 2,364,745 2,440,534
Total Noncurrent Assets 32,585,144 32,948,610
) _ 40,715,278 P41,365,422
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Trade and other payables 0,303,853 9,301,296
Current portion of lease liabilities 1,052,475 1,218,146
Income tax payable. 173,638 161,427
Total Current Liabilities 10,529,966 10,680,869
Noncurrent Liabilities.
Long-term lease liabilities 691,803 841,820
Provisions 74,479 74.479
_Deferred tax liabilities — net 260,601 136,099
Total Noncurrent Liabilities 1,026,883 1,052,498
~ Equity Attributable to. Equity Holders of Parent
Capital stock 6,452,099 6,452,099
Additional paid-in_capital 8,476,002. 8,476,002
Remeasurement loss on retirement benefits - net 1,423,446 1,423,446
Other reserves 4,080 ‘4,050
Retained garnings 12,786,381 13:261,328
29,141,978 29,616,925
Noncontrolling Interest 16,451 15,130
Total Stockholders' Equity 29,158,429 29,632,055
B40,715,278 P41,365,422

'SEC Form 17-Q 4



Exhibit I

HOLCIM PHILIPPINES, INC.

CONSOLIDATED STATEMENTS OF INCOME
For the quarters-ended September 30, 2021 and 2020

(In Thousands, Except Per Share Data).

Quarter Ended Nine (9} Months Ended

Jul-Sept 2021 Jui-Sept 2020 _Jan-Sept 2021 Jan-Sept 2020

Net Sales R6486,778 PR7,361,373 R 20,148,195 P18,779,937
Cost of sales 4,764,565 5,591,455 14,651,228 14,751,641
Gross. Profit 1,722,213 1,769,918 5,496,967 4,028,296
_Operating éxpenses 416,608 274,233 1,040,527 827,149
Operating EBITDA 1,305,515 1,495,685 4,456,440 3,201,147
Depreciation and. amortization 440,287 489,552 1,363,515 1,380,980
Profit from Operations. 865,228 1,006,133 3,092,925 1,820,167
Other income (expenses) _ _
Net financial experise (38,607) (40,388) (65,249) (278,869}
Other incorrie (expense) - net 17,825 25,464 91,681 31,315
Total , (20,782) (14,924} 26,432 {247,354) _
Profit before Income Tax 844,446 991,209 3,119,357 1,572,813
Provision for income tax
Cuirrenit 150,804 310,795 728,002 506,116
Deferred 24,081 66,717 90,068 39,166
174,885 377,512 819,060 545,282
Profit for the Period 669,561 613,697 2,300,297 1,027,531
_Noncontrolling interest _ {300} (253} {842} (919)
Profit for the period attributable
to Equity holders of the _ _
Parent Company R 669,261 R813,444 R 2,299,455 R 1,026,612
Basic/Diluted Earnings
Per Share (EPS)
‘Computation of EPS;
(a) Profit forthe period
attributable to Equity holders of o _ _
the parent.company F 669,261 R 613,444 F 2,299,455 PRA1,026,612
(b) Common sharés issued-and. _ '
outstanding 6,452,099 6,452,099 6,452,000 6,452,099
EPS [(a)/{b)] P 0104 B 0951 B 0356 B  0.159
SEC Form 17-Q 5



Exhibit I

|  HOLCIM PHILIPPINES, INC. o
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the.quarters ended September 30, 2021 and 2020
{In Thousands)

Quarter Ended Nine (8) Months Ended
July-Sept 2021 July-Sept 2020 -Jan-Sept 2021 Jan-Sept 2020

Total Comprehensive Income B 669,561 R613,697 R2,300,297 1,027,531
Attributable to:
Equity hiolders of Parent -
Company 669,261 613,950 2,298 976 1,027,770
Noncontrolling interest: (300) (253) {1,321) (239)
Total Comprehensive income B669,561 ®5613,697 R2,300,297 R1,027,531
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: . . 'HOLCIM PHILIPRINES, INC.
CONSOLIDATED STATEMENTS OF CHANGES.IN STOGKHOLDERS' EQUITY

For the Nine {9) months ended September- 30, 2021 and 2020
' (in Thousands}

Jan-Sept 2021

Exhibit IV

Jan-Sept 2020

Capital Stock
‘Common-Stock

Balance at beginning of period B6,452,089. R6,452,099
Issuances (Retirement) = =
Balance at end of period 6,452,099 6,452,099
Additional Paid-in Capital |
Balance at beginning of period 8,476,002 8,476,002
Issuances (Retirement) - -
Balance at end of period 8,476,002 8,476,002
Other comprehensive income 1,423,446 1,624,205 _
Other reserves 4,050 4,475
Retained Edrnings
Bai_ah’p‘e at beginning of period 13,261,328 11,199,025
Profit for the Period 2,269 455 1,026,612
Cash dividends - 0.43per share {2,774,402) -
Balance at end of period 12,786,381 12,225,637
_Noncontrolling Interest 16,451 13,563
$29,1568,429 P28,795,981
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Exhibit V

HOLCIM PHILIPPINES, INC. y
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Nine (3) monihs ended September 30, 2021 and. 2020
' (I Theusands)

Jan-Sept 2021 Jan-Sept 2020

Operating Activities

Profit hefore Income Tax R3;119,357 1,572,813
Adjusiments to recoricile profit to cash _
Depreciation and amortization 1,363,515 1,380,980
Other items - net (741,302) (872,317)
Changes ih current assets and liabilities (1,580,784) 1,326,179
Cash provided by operating activities 2,160,786 3,407,655
Investing Activities _
Additions to plant, property and equipment {796,916) (679,299)
increase in other investing activities 75,788 5,946
Cash used in investing activities (721,128) (673,353)
Financing Activities
Repayment of long-term leases (341,672) {(215,084)
Loan repayments made by related party 227,000 32,849
Cash dividends paid (2,244,640) -
Payment of short-term loans - (8,316,071)
Proceeds from short-term loans - 5,300,000
Increase in short-term financial receivables — (14,125)
Cash used in financing activities: {2,359,222) (3,212,411)
Net decrease‘in cash and cash equivalents (919,564) (478,109}
Cash and cash equivalents, beginning 2,080,791 2,961,897
Effect of exchange rate changes on cash and cash
aguivalents 261 {3,338)
Cash and cash equivalents, end 21,161,488 R2,480,450
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Exhibit VI

HOLCIM PHILIPPINES, INC
Aginhg of Trade and Other Receivables
© As of September 30, 2021
(in Thousands)

Total Current 1-30 days 31-60 days Over 60 days
Trade Receivables R821,657 R644,018 ®54,695 R 25,318 R97,626
Other Receivables. 4,786,311 10,761 12,516 2,738 1,760,296
“Total ‘R6E4,779 RG7,211 028,056 1,857,922
Allowance for Doubitful
Accounts (60,864_)
Net Receivables #2,547,104

SEC Form 17-Q
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of
Operations

Results of Operations

The Group posted. year to date net sales of B20.1 billion, higher by 7% compared. to R18.8 billion
reported.in the same period last year. This is due to the increase in dernand as-construction activities
are allowed fo continue and at increased capacity despite some lockdowns. Aggregates and Dry Mix
business parformance also improved compared to same pericd. of last year due to higher valumes.

The Group reported total EBITDA of R4.5 billion, higher by 39% as compared to B1.8 billion reparted
during the same period tast year. Efficiency gains-and strong cost discipline helped the Group manage
and lower its production and distribution costs coupled with the higher vollimes produced. This helped
the Group manage the impact of rising costs of fuel.and power, business chaliénges such as logistical
bottlenecks and tempered. demand caused by renewed réstrictions.in response to the-surge in COVID-
19 cases this third guarter coupled with inclement weather conditions. The Group: managed to incur
lower financial expenses. related to its short-term payahies and lease liabilities. Net income. after tax
stood at P2.3 billion resulting in earnings per share of P0.36.

Financial Position

The Group’s financial position has r__e_ma'_'ined_healthy_ with a stable fiquid cash position. The_-re_tum on
assets rose to 5.6% as of September 30, 2027 which is Higher by 3.3 percentage point from the prior

year which is at 2.3% as -a result of higher net income, Total assets stood ‘at R40.7 billion as of

September 30, 2021, 2%.lower than December 2020,
Cash Flow Generation

The Group's cash requirements were mainly sourced through cash from operating activities. As of

-September 30, 2021, there -are no outstanding third party loan payables..Please refer to the attached

staterment of cash flow for details.

SEC Form 17-Q 10



Key Performance Indicators

The comparative financial KPi's of the Group for the periods ended September-30, 2021 and 2020 were

as follows:
Eor the period
ended September 30
_ _____Financial KPI Definition 2021 12020
Profitability.
Net Income .
Returiv on Equity (ROE) Ave, Total Shareholders' 7.8% 3.6%
' ' Equity
P - S OVAY Net Income o
. H% 2.3%.
Return on Asset (ROA) Average Total Assets 5.6% 3%
Efficiency _
EBITDA Margin, Operating EBITDA 22.1% 17.0%
Net Sales:
Liquidity _ _
o Net Financial Debt (Asset) :
G : 2:9% 4.2%
canng Stockholders” Equity (2:9%) (4.2%)
EBITDA Net interest Cover Operating EBITDA 536times | 1.0 times
Net Interest

Profitability and: Efficiency

Profitability and efficiency indicators havé increased as compared o the same period last year due to

higher income generated from operations.

Liquidity

The Group’s liquidity position remains:strong as evidenced by significant cash balance.

SEC Form 17-Q
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Notes.to Financial Statements.
1. Summary_of-Sign_iﬁCantﬁAcc_ounting Policies

These condensed consolidated interim financial statements have been prepared in accordance with
PAS 34 Interim Financial Reporting :and do not iriclude ‘all of the information and disclosures
required in the annual financial statements, and should be read in conjunction with the Group's’
annual financial statements as at December 31, 2020.

The accounting policies adopted are consistent with thase of the previous financial year except for
the -adoption of the following amendments effective -after the reporting pericd ended
December 31, 2020:

PFRS 17, insurance Conlracts

PFRS 17 establishes the pnncmles for the recognition, measurement, presentatlon and disclosure
of insurance.contracts within the scope of the standard. The objective of PFRS 17 is to ensure that
an entity provides: relevant informaticn that- faithfully represents those contracts. This information
gives a basis for users of financial statements to assess the effect that insurance contracts have
on the entity's financial position, financial performance and cash flows.

The key principles in PFRS 17 are that an entity:

+ identifies as insurance contracts those contracts under which the entity accepts significarit
insurance risk from ancther party (the pollcyholder) by agreeing to compensate the
policyhoider if a specified uncertain future event(the insured event) adversely affects the
policyholder;’

» separates specified embedded derivatives; distinct investment components and. distinét
performance obligations from the insurance contracts;
divides the contracts into groups that it will recognize and measure;

® recognizes.and measures groups of insurance ¢ontracts at;

i. .a risk-adjusted present value of the future cash flows (the fulfillment cash flows) that
incorporates all of the available information abouit the fulfilment cash flows in a way
that is consistent with observable market information: plus (if this value is a liability) or
minus {if this vaiue is-an asset)

ii. an amount representing the uneamed profit in the group:of contracts (the centractual
service margin}; _

+ recognizes the profit from a group of insurance contracts over the period the entity provides
insurance cover, and as the entity is released from risk. If a group of contracts is or
becomes loss-making, an entity recognizes the loss immediately;

»  presents separately insurance revenué (that excludes the receipt of any investment
component), insurance service expenses (that éxcludes the repayment of any investment
components} and insurance finance income or expenses; and:

® discloses. information to enable users of financial statements to. assess the effect that
-contracts within the scope of PFRS 17 have on the fihancial _position, financial performance
-and cash flows of an entity

PFRS 17 includes an optional simplified measurement approach, or premium allocation approach,:
for simpier insurance contracts.

The standard is effective for periods. beginning on or after January-1, 2022; Earlier application .is
permltted

The adoption of the new standard does rot have an impact on the Groupfor it'is not an issuer of
insurance contracts.

8EC Form 17-Q 12




Amendmeénts to PFRS 3, References fo the Conceptual Framework

The amendments update PFRS 3 so that.it refers o the 2018 Conceptual Framework instead of
the 1989 Framework. They also add to PFRS 3 a requirement that, for obligations within the scope
of PAS 37, an acquirer applies PAS 37 to determine whether at the acquisition date a present
obligation exists-as a result of past events. For-alevy that wouild be within the scope of IFRIC 21
Levies, the acquirer applles IFRIC 21 to determing whether the: obligating event that gives rise to a
liability to. pay the levy has occurred by the acquisition date.

The amendments also add an explicit statement that an-acquirer does not recognize contingent
assets acquired in-a business combination.

The amendments are effective for business combinations for which the date of acqulisition is on or
after the beginning of the first annual period beginning on or after January 1, 2022. Early application
is permitted if an entity also applies all other updated references (publlshed together with the
updated Conceptual Framework) at the same time or earlier.

The management of the Group is stili evaluating the impact of these new amendments.

Amendments to PFRS 10 and PAS 28, Sale.or Contribution of Assets between and Investorand Its
Associate or Joint Venture

The amendments to PFRS 10.and PAS 28 deal with situations where there is a sale or contribution
of assets between an investor and its-associate ar joint venture. Specifically; the. amendments state
that gains or losses resulting from the loss of control of a subsidiary that. doesnct contain a‘business
in a transaction with an associate or a joint venture that is accounted for using the equity method,-
are recognized in the parent's profi t or loss only-to the extent of the unrelated investors' interests in
that associate or joint venture. Similarly, gains and losses resulting from the remeasurement of
investments retained in any former subsidiary {that has become an associate ora joint venture that
is-accounted for using the equity method) to fair value are recognized in the former- parent’s profit or
loss only to the extent of the uhrelated investors' interests ih the new assaciate or joint venture,

The effective date of the amendments has yet to be set by the Board; however, earlier: application’
of the amendments is permiiited.

The manageiment of the Group is still evaluating the impact of these new amendments.
Amendments to PAS 1, Classification of Liabilities as Current or Non-current

The amendments to PAS 1 affect only the. presentation of liabilities as current or non-curfent in the.
statement .of financial position and not the amount or timirig .of recognition of any asset, liabitity,
income or expenses, or the information disclosed about those items.

The. amendments clarify that the classification of liabilities as current or non-curretit is based on
fights that are in existence at the end of the reporting period, specify that classification is unaffected
by expectations about whether an entity will exercise its right to defer settlement of a. liability, explain
that rights are in existence if covenants are complied with at the end of the reporting period, and
introduce a definition of ‘settiement’ to make clear that settlement refers to the transfer to the
counterparty of cash, equity instruments, other assets-or services.

The amendments ‘are applied. retrospectively for annual periods beginning on or after 1 January
2023, with early application permitted.

The management of the Group is still evaluating the impact of these new amerdments.

SEC Form 17-Q 13



Amendments to. PAS 16, Property, Plant and Equinment ~ Proceeds before intended Use

The amendments prahibit deducting from the cost of an item of property, plant and equipment any
proceeds from selling items produced before that asset is available for use, i.e. proceeds white
bringing the asset 1o the location and condition necessary for it to be capable of éperating in the
manner intended by management. Consequently, an entity recognizes such sales. proceeds and’
related costs in profit.or loss. The entity measures the cost of those items in accordance with PAS:
2 Inventeries.

The.amendments also clarify the:meaning of ‘testing whether an asset is functioning properly’. PAS.
16 riow specifies this as assessing whether the technical and physical performarice of the asset is
such that it-is capable-of being used in the production or supply of goods or services, for rerital to
others, or for-administrative purposes.

If not presented separately in the statement of comprehensive income; the financial statements shall
disclose the amounts of proceeds and cast included in profit or loss that relate to items préduced
that are not.an cutput of the entity's ordinary activities, and which line item(s) in the statement of
comprehensive income include(s) such proceeds.and cost.

The.amendments are applied retrospectively, but.only fo-items of property, plant and equipment that
are brought to the location and condition necessary for them to be capable-of operating in the manner
intended by management on or dfter thé' beginning of the earliest period presented in the financial
statemenits-in which-the entity first applies the amendments.

The. entity shall ‘récognize the cumulative effect of initially applying the amendments as an
adjustment- to the opening balance of retained earnings. (or other component of equity, as
appropriate) at the beginning of that earliest period presented.

The amendments are effective for annuat periods beginning on or after 1 January 2022, ‘with early
application permitted.

The management of the Group-is still evaluating the ifpact-of these new amendments.
Amendments to PAS 37, Onefous Contracts — Cost of Fulfilling a Contract

The amendments specify that the ‘cost of fulfilling’ a contract comprises the ‘costs that relaté directly
to the contract’. Costs that relatedirectly to a contract consist of both the incremental costs of fulfiling
that contract (exampies would be direct labour or materials) and an allocation of other costs that
refate-directly to fulfifling contracts-{an example would be the allocation of the depregiation charge
for-an item of praperty, plant and equipment used in fulfilling the contract).

The amendments apply to contraets for which the entity has not yet fulfilled all.its obligations at the
beginning of the annual reporting period in which the entity first appiies the amendments.
Comparatives are not restated. Instead, the entity shall recognize the cumulative effect of initially
applying the amendments as an adjustment to the opening balance of retained earnings or other
component of equity, as appropriate, at the date of initial application.

The amendments are effective for annual periods beginning on or after 1 January 2022, with early
application permitted.

The management-of the Group is siill evaluating the impact of these new amendments,

Annual improvements fo PFRS Standards 2018-2020 Cycle

Amendments to PFRS 1 Subsidiary as a first-time adopter

The amendment provides additional relief to a subsidiary which becomes a first-time-add_pter later
than its parent in respect of accounting for cumulative translation differences. As a result of the
amendment, a subsidiary that uses the exemptionin PFRS 1:D16(a) can now also elect to measure
cumulative transiation differences for all foreign operations at the carrying amount.that would be

‘included in the parent’s consolidated financial statemehtsr_'based on the parent's date of transition
‘o PFRS Standards; if no adjustments were made for consolidation procedures and for the effects

SEC Form 17-Q 14



of the business combination in which the parent acquired the subsidiary. A simitar election is
available to an associate or joint venture that uses the exemption in PFRS 1: D16(a)

The amendment is effective for annual periods beginning on or after 1 January 2022, with early
application permltted

Amendments to PFRS 9'— Fees in'the '1 0 per cent’ test for.derecognition of financial liabiities

The amendment clarifies that in applying the 10 per cent' test to assess whether to derecognize a
financial fiability, an entity includes only-fees paid or received between the entity (the borrower) and
the lender, including fees paid or received by either the entity or the lender-on.the other’s behalf.

The amendment'is applied prospectively te modifications.and exchanges that occur on or after the
date the entity first: applies the-amendment.

The amendment is.effective for annual periods beginning on or after 1 January 2022, with early
apphcatlon permitted.

Amendments to PFRS 16 — Lease Incentives

The amendment removes the illustration of the reimbursement of leasehold improvérments.

As the amendment to PFRS 16 only regards an illustrative example, no effective date is stated.
Amendments.to PAS 41 — Taxation Jn fair value measuremerits

The amendment removes the requgrement in PAS 41 for entities to exclude cash flows for taxation
when measuring fair value. This aligns the fair value measurement in PAS 41 with the requirements
of PFRS 13 Fair Value Measurement to-use internally consistent cash flows arid discount rates and
enables-preparers to determine whether {o use pretax or post-tax cash flows and discount rates for

the most appropriate fair value measurement.

The amendment is applied prospectively, i.e. for fair vaiue measuremenits on or after the date an
entity initially applies the amendment.

The amendment is effective for annual periods. beginnhing on or after 1 January 2022, with early
application permitted,

The management of the Group is still evaluating the-impact of these new amendments,

New Accountmg Standards Effective in 2020 - Adopted by Financial Reporting Standards
Council (FRSC) but pending for approval by the Board of Accountancy.

The Company will adopt the following standards once these become effective.

PIC'Q&A No. 2019-04, Gonforming Changes to PIC Q&As — Cycle 2018

The interpretation sets out the changes (i.e., amendments or mthdrawai) to certain interpretations.
These changes are made as a consequence of the issugnce of hew PFRS that become gffective
starting January 1, 2019 and other refevant developments.

PIC Q&As Amended.

The following table surnmarizes the changes made to the amended interpretationis:

PIC Q&A Amended Amendment
PIC Q&A No. 2011-05: PFRS 1 — Fair Updated because of applying PFRS 16,
Value or Revaiuation as Deemed Cost Leases, for the first time staztlng January 1,
2019
PIC Q&A No. 2011-08; Acquisitionof | Reference to PAS 40, Iivestment Praperty,
investment properties — asset has been updated because of applying PFRS
acquisition or business combination? 16 for the first time starting Jaruary 1, 2018;
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PIC Q8A No. 2012-02: Cost of anew
buildin_g_. constructed on the site of a
previous building

Reference to PAS 40 has been updated
because of applying PFRS 16 for thé first time

starting January 1, 2018.

PIC Q&A No, 2017-02: PAS 2 and
PAS 16 - Capitalization of operating

of a building

lease cost as part of construction costs'

Updated to comply with the provisions of
PERS 16 and renamed as PIC Q&A No, 2017-
02; PAS 2 and PAS 16 - Capitalization of
depreciation of right-of-use asset as part of
construction costs of a building

PIC Q&A No. 2017-10: PAS 40 -
Separation of property and
classification as investment property

Reference to PAS 40 has been updated

because of applying PFRS 16 for the first time

starting January 1, 2019,

PIC Q8A No. 2018-05; PAS 37 -
Liability arising from maintenance
reguirement of an asset held under a
lease

Updated to comply with the provisions of
PFRS 16

PIC Q&A No, 2018-15: PAS 1-
Classification of Advances to
Contractors in the Nature.of
Prepayments: Current vs. Non-current.

Reference.to PAS 40 (included as an

attachment to the Q&A) has beeh updated

because of applying PFRS 16 for the first time
starting January 1, 2019.

PIC Q&A Withdrawn

PIC Q&A Withdrawn

Basis for Withdrawal

PIC Q&A No. 2017-09; PAS 17 and
Philippine Interpretation SIC-15 --
Accounting for payments between and
-among. lessors and lessees

This PIC Q&A is considered withdrawn starting
January 1, 2019, which is the effective date of
PFRS 16. PFRS 16 superseded PAS 17,
Leases, and. Philippine Interpretation SIC-15,
Operating Leases — Incentives

PIC Q&A No. 2018-07: PAS 27 and
PAS 28 - Cost of an associate, joint
venture, or subsidiary in separate
financial statements

This PIC Qi&A is considered withdrawn upon
publication-of IFRIC-agenda decision -
Investment ina subsnﬂrary accounted for at
cost: Step acquisition (IAS 27 Separate
Financial Statements) in January 2019,

The effective-date of the amendments is included in the affected interpretations,

The management of the Group is still evaluation the impact of the interpretation,

PIC Q&A No. 2019-06, Accounting for step acquisition of.a subsidiary in-a parent

‘The interpretation clarifies how a parent shauld account for the step acquisition of a-subsidiary in its

separate financial statements.

Salient points of the interpretation are the following:
IFRIC concluded either of the two approaches may be applied:

o Fair value as deemed cost approach

Under this approach, the entity is exchanging its initial interest (plus consideration paid for the
additional mterest) fora controlllng interest in the investee (exchange view). Hence, the entity's
investment in subsidiary is measured at the fair value at the time the contiol is acguired.
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o Accumulated cost approach

Under this approach, the entity is purchasing additional interest while retaining the initial interest
(hon-exchange view), Hence, the entity’s investment in subsidiary is measured at: the
accumulated cost (original consideration).

‘Any difference between the fair value of the initial interest at the date of obtaining control of the.
Subsidiary and its:ofiginai consideration is taken to profit or loss, regardiess of whether, before
the step acquisition transaction, the entity had presented subsequent changes in fair value of
its initial interest in profit of loss or other comprehensive income (OCI),

The interpretation is effective for periods beginning on or after Octaber 19, 2019,

The amendments will not have an impact an the:Group's financial statements as the Group has no
plans for a step-acquisition of a subsidiary.

PIC. Q&A No. 2018-07, Classification of Members’ Capital Contributions of Nori-Sfock Savings and
Loan Associations (NSSLA)

The Bangko Sentral ng Pilipinas (BSP) issued Circular No. 1045 on August 29,2019 to amend the
Manual- of Regiulations for Nan-Bank Financiai Institutions Applicable. to- Non-Stock Savings and
Loan Associations (MORNBFI-S) — Regulatory Capitai of Non-Stock Savings and Loan Associations:
{NSSLAs} and Capital Contributions of Members.

Underthe Circular, each qualified member of an NSSLA shali maintain.only one capital contribution
account representing his/her capital contribution. While anly one capital account is maintained, the:
Circular breaks down a member’s capital contributions.as follows:

a. Fixed capital which cannot be reduced for the duration of membership except upon termiination
of membership. The minimum amount of fixed capital is Php1,000, but a higher minimum can
be.prescribed under the NSSLA's by-laws. o

b. Capital contribution buffer, which pertains to capital contributions in excess of fixed capital. The
capital contribution buffer can be withdrawn or reduced by the member without affecting his.
membership. However, the NSSLA shall establish and prescribe the conditions andfor
circumstances when the NSSLA may limit the reduction of the membérs” capital contribution
buffer, such-as, when the NSSLA is under liquidity stress or is unable to meet the capital-to-risk
assets ratio. requirement under Sec. 4116S of the MORNBFI-S Regulations. Stich conditions
and/or circumstances- have to be disclosed to the members upon their placement of capital.
contribution buffer-and in manners as may be determined by the Board.

For purposes of identifying and monitoring the fixed capital and capital contribution buffer of a
member's capital contribution, NSSLAs ‘shall maintain subsidiary ledgers showing separately the-
fixed and capital contribution buffer of @ach member, Further; upon receipt of capital -contributions
from their members, NSSLAs shall simultanecusly record the amount contributed as fixed and
capital contribution buffer in the aforementioned subsidiary fedgers: However; NSSLAs may use
other systems in lieu of subsidiary ledgers provided that that the system will separately show the
fixed and eapital contribution buffer of each member. '

The interpretation assessed and concluded that both Fixed Capital and the Capital contribution
bufter qualify as “equity” in the NSSLA’s financial statements as they both meet all the requirements
-of paragraphs 16A and 16B of PAS 32, Financial Instriiments:. Presentation.

The interpretation is effective for pericds beginning on December 11, 2019 and should be applied
retrospectively. %

The amendments will not have an impact on the Group’s financial statements as the. Compariy is
not a non-stock savings and lpan association.
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PIC Q&A No. 2019-08, PFRS 16, Leases - Accounting for Asset Retirement or Restoration
Obligation (*ARQ")

The interpretation clarifies the recognition of ARO under the following scenarios:

1) Accounting for ARO at lsase commencement date

The cost of dismantiing and restoration (i:e., the: ARO) should be calculated and recognized as a
provision in accordance with PAS 37, with a. correSpondmg adjustment to the retated ROU asset as
required by PFRS 16. 24(d) As such, the lessee will add-the amount of ARO to the cost of the ROU
-asset.on lease commencement date, which will then form part of the amount that will be amortized
over the lease term.

2) Change in ARQ after initial recognition

2.1) Because ARO is nof included as a compenent of lease Ilabillty, the measurement of such ARQ
is-outside the scope of PFRS 16. Hence, its measurement is generally not affécted by the transition
to PFRS 16. Except in cases where the reassessment of fease-related assumptions (e.g., lease
term) would -affect the measurement of ARO-related provision, the amount of. ARQ existing at
fransition date would not be remeasured; rather, the ‘balance of the ARO provision and any related
asset will remain as previously measured. The asset will simply be reclassified from property and
équipment to. the refated ROU asset as required under PFRS: 16.24{d).

2.2) Assuming there is a change in lease-related -assumptions that would impact the ARO
measurement (e.g., change in lease tefm due to the new PFRS 16 requirements), the followmg will
be the accounting treatment depending on the method used by the lesses ifj adopting PFRS 16:

a. Modjfied retrospective approach; - Under this approach, the lessee.uses the remaining lease term
fo discount back the amount of provision to transition date. Any adjustment is. recognized as an
adjustment to the ROU asset and ARO provision. This adjustment. applies irrespective of which of
the two methods. in ‘measuring the ROU asset will be chosen under the modified retrospective
approach.

b. Full retrospective approach. - The ARO provision and related asset; which gets adjusted o the
ROU asset, should be remeasured from commencement 6f the lease, and then amortized over the
revised or reassessed lease term. Because full retrospective approach is chosen, it is possible that
the amount of cumulative. adjustment to the ARQ provision and the ROU asset at the beginning of
the earliest period presented will not be the same; heice, it is possible that it might impact retained
earnings.

The future adoption of the interpretation is still being assessed by the Group’s Management.

PIC Q&A No. 2019-09, Accounting fer Pre,oafd Rent or Rent Liability Arising from
Straight-lining under PAS 17 on Transition to PFRS 16 and the Related Deferred Tax Effects

The interpretation aims to provide guidance on the following:

1. How a lessee should account for its transition from PAS 17 to PFRS 16 using the modified
retrospectwe approach. Specifically, this aims to.address how-a lessee should, on transition, account

for any existing prepaid rent or rent fiability ariging. from straight-lining of an -operating lease: under
PAS 17, and

2. How to account for the related deferred tax effects on transition from PAS 17 to
PFRS 18,

The future adoption of the interpretations is still being assessed hy the Group’s Management.

PIC Q&A No. 2019-10, ‘Accouriting for variable payments with rent review

Some lease contracts. provide for market rent review in the middle of the lease term to adjust the
lease payments to.reflect a fair market rent for-the remainder of the lease tefm. This Q&A. provides
guidance on how to measuré the lease liability when the contract provides for a market rent review.

The future adoption of the intefpratations is-stifl being assessed by the Group's Mapagement.

SEC Form [7-Q 18



PIC Q&A No. 2019-11, Determining the current portion of an amortizing loan/liease liability

‘The interpretation aimsto provide guidance on how to.determine the current porticn of an amortlzmg
loan/lease. liability for proper classification/presentation: between current and non-current in.the
statement of finaricial position.

The future adoption of the interprétations:is still being assessed by the Group's Management.

PIC Q&A No.-2019-12, PFRS 18, Leases — Determining the lease. torm
The interpretation provides:-guidance on how an entity determines the lease term under PFRS 18.

A contract would be considered to -exist only when it creates rights and obligations that are
-enforceable. Therefore, any non-cancellable pericd or notice pericd in a lease wouid meet the
“definition of a contractand; thus, would be.included as part of the lease'term. Ta be part of a coniradt,
any option to extend or terminate the lease that .are included in the'lease term must also be.
-enforceable.

If optional periods are not enforceable {e.g., if the lessee cannot enforce the extension of the lease
without the agreement of the lessor), the lessee does not have the right to use the asset beyond the
non-cancellable periad. Consequently, by definition, there is no contract beyond the non-cancellable:
period (plus-any notice period) if there are no enforceable rights and obligations existing between
lessee and lessor beyond that term.,

In assessing the enforceability of a contract, an entity should consider whéether the lessorcan refuse
to agree to a request from the lessee to extend the lease, Accordingly, if the lessee has the right to
-extend or terminate the lease, there aré enforceable fights and obligations beyond the. initial non-
cancellable period and thus, the parties to the lease would be required to consider those -optional
periods in their assessment of the lease term. In contrast; a lessor’s fight te tefminate a lease is
ignored when determining the lease term because, in that case; the'lessee has an uriconditional
-obligation to pay for the right to use the asset for the period-of the lease, unless and until the lessor
decides to terminate the lease:

In assessing whether a lessee is reasonably certain to exercise an option to extend a lease, or not
to exercise an option to terminate a lease, an entity shall consider all relevant facis and
cifcumstances (i.e., including those that are not indicated in the lease contract) that create an
economic incentive for the lessee to exercise the option to extend the lease, or not to exercise the
-option:to.terminate the lease.

The future. adoption of the interpretations is still being ‘assessed by the Group’s Management.

PIC Q&A No. 2019-13, PFRS 16, Leases — Delermining the lease term of leases that are renewable
_subject-to mutual agreement of the lessorand the léssee

The interpretation provides guidance on how an gnitity determinegs the lease term under PFRS 16.
This interpretation focuses on lease contracts that are renewable subject to mutual-agreement of
the parties.

A-renewal option is only considered in determining the iease term if it is enforceable. A renewal that:
is still subject to mutual agreement of the parties is legally unenforceable under Philippine laws until
both parties come to an-agreement on the terms,

In instances where the lessee has known to be, historically, renewing the lease contract after
securing mutual agreement with the. lessor to renaw the lease’ contract, the |lessee’s right to use the
underlying asset.does not go beyond the one-year period covered by the current contract, as any
renewal still has to.be agreed on by both partiés. A renewal.is treated as-a new contract,

The future adoption of the interpretations is still being assessed by the Group's Management,
PIC Q&A No. 2020-01, Conforining Changes to PIC Q&As - Cycle 2020
The interpretation sets out the changes (i.e., amendments or wzthdrawal) to certain interpretations.

These changes are made as a consequence of the issuance of new PFRS that hecomie effective
starting January 1, 2019 and’ other rejevant developments
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PIC Q&As Amended

‘The following table summarizes the changes made to the amended interpretations:

PIC Q&A Amended

Amendment

Framework 4.1 and PAS-1.26 —
Financial statements prepared on a
basis other than-going concern

References to The Conceptiral Framework for
Financial Reporting have been updated due
to the revised framework effective January 1,

2020

PIC-Q&A No. 2016-03: Accounting
for common areas and the related
subsequent costs by condominium
corporations

References to The Conceptual Framework for
Financial Reporting have beén updated due
to the revised framework effective January 1,
2020

PIC-Q&A No. 201 1'—_03::Accouhﬁhg
for intercompany loans

References to The Conceptual Framework for
Financial Reporting have been updated due
to the revised framework effective January 1,
2020

PIC Q&A No. 2017-08: PFRS 10 —
Requirement to prepare
consolidated financial statements.

investment.in a subsidiary, associate
or-joint venture:

where an entity disposes of its single-

References to The Conceptual Framework for
Financial Reporting have been updated due
to the:revised framework effective January 1,
2020

PIC.Q&A No. 2018-14: PFRS 15 —
‘Accounting for cancellation of real
estate sales

References to The Conceptual Framework for
Financial Reporting have been updated due
to.the revised framework effective January 1,
2020

PIC Q&A Withdrawn

PIC Q&A Withdrawn

Basis for Withdrawal

_PI_C.Q&A_ No. 2011-06: ACqui's_i_tio'n of
investment properties — asset.
acquisitionor business.combination?

With-the-amendment to PFRS"3 on the
definition of a business effective January 1,
2020, there is additional guidance in '
paragraphs B7A-B12D of PFRS 2 in
assessing whether acquisition of investment
properties is an asset acquisition.or business
combination {i.e. optiohal concentration test’
and assessment of whether an acquired
process‘is substantive)

The effective date of the amendments is included in the affected interpretations.

The future adoption of the interpretations is sfill being assessed by the Group's Management.
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PIC Q&A No. 2020-02, Canclusion on PIC QA 2018-12E: On certain materials delivered on site but
not yet installed

The interpretation provides guidance on the treatment of the customized materials in recognizing
revenue using a cost-based input method.

For each performance obligation satisfied over time, ntity shall recoghize the revenue by
measuring towards complete satisfaction. In such case; materials that aré customized, even if
uninstalled, are to be included in the measurement of progress in completing its performance
obligations..

However, in the case of uninstalled materials that are not customized, revenue should: only be:
recognized upon installation or use in construction. Revenue cannot be recognized even upto the
extent of cost unless:it met all the criteria listed in the standards.

The future adoption of the interpretations is still being assessed by the Group's Management.

PIC Q&A No. 2020-03, On-the accounting of the difference when the percentage of completion. is
ahead of the buyer’s payment

‘The mterpretatlon clarifies that recognitions of @ithér contract asset or receivable is acceptable in
case the revenue recognized: based on percentage of completion (POC} is ahead of the buyer's
payment as long as this is consistently applied in transactions of the samé nature and disclosure
requirements of PFRS 15 for contract assets or receivables, as applicable; are complied.

The future adoption of the interpretations is still being assessed by the Group’s Management.

PIC Q&A No.. 2020- 04(Addendum to PIC Q&A 2018-12- D) PFRS 15 - Step 3 - Requires and Enifity
fo Determme the Transact:on Price for the Contract

The interpretation clarifies that, in case of mismatch between the POC and schedule of payments,
there is no 3|gnlflcant financing component if the difference between the promised cansideration
-and the cash selling price of the goods or service arises for the reasons other than the provision .of
finance to either the customer or the entity, and the difference between those amounts is
proport:onal to the reason for the difference.

The future adoption of the interpretations is still being assessed by the Group’s Management.

PIC Q&A No. 2020-05, PFRS 15 - Accounting for Canceliation of Real Estate Sales

The mterpretatlon provided guidance on.the accounting for canceliation of real estate sales and the
repossession of the property. They provided three(3) approaches as follows:

1. Therepossessed property is recognized at'its fair value less cost to repossess
2. Therepossessed property is recognized at its fair value plus repossession:cost
3, Accounted as ‘modification of cantract

Either of the above mertioned approaches are acceptable as long as its applied’ consistently. All
approaches above should consider payments to buyers required under the Maceda Law and the:

write-off of any unarmortized- portlon of cost of obtaining a contract in its determination of gain/loss
from repossession.

The future adoption of the interpretations is still being. assessed by the Group's Management.
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PIC. Q&A No. 2020-08, PFRS 16 - Accounting for payments between and among lessors and

lessees

The interpretation provides for the treatment of payments between and among Jessors and

lessees as follows:

Treatments in the financidl statements of

new lessee - an
incentive to
occupy

¢ If madé after
commencernent
date, incentive
payable is
credited with
offsetting debit
entry to the net
investment lease.
« If paid ator
prior to )
commencement
date, intluded.in
the caiculation of
gain or logs on
disgosal.on
finance lease.

ii. Operating lease
add the initial
direct costs to the
carrying-amount
of underiying:
asset and
recognize as
expénse over the
tease'term either
on a straight-ting

deducticn. to
the cost of the
right-of-use’
asset.

i, Lease

Incentive.

receivabie is

‘also.included as-

reduction-in
measurement
of lease

{tability.-

iii. When lessee
receives the
payment of
iease incentive,

-the amount

received is
debited with a
credit-entry to.
gross up the

leasg liability.

Transaction Lessor Cid lessor New Lessee Basis
1. |lessor payseid | i. Recalculate the | I. Retognize in profit » PERS 16; par, 87
lessee - lessar revised leased and loss at the date of « PAS 15; pars. 6,
intands to payments (net of | modification the 1g-17
renovate the the one-off differénce between the * BAS 40; par. 21
buitding amount to be proportionate decrease « PFRS 15; par. 45
paid)-and in‘the right-of-use # JJlustrative '
amortize over the: | asset based on'the example 18 issued
revised lease remaining right-of-use by IASB
term. _ asset for-the remaining & PAS '16; pars.
ii. If net payable, period and femaining 56-57
recognize as lease liability
expense urless ¢aleulated as the'
the amouit to be | present value of the
paid qualifies as. remaining lease
capitalizable cost. | payments discounted
under PAS 16 or using the original
PAS 40; in which | discount rate-of the-
casg it is lease. _
capitalized as part ; ii. Recognize the effect
of the carrying of réemeasurement of
amount of the the remaining lease
associated liability as an
property if it adjustmient to the:
meets the right-of use-asset by
definition of referring to the revised
construction costs | lease payments (net of
under PAS 16 or any amaunt.to be
PAS 40. received from the
lessor)and using a
revised discount rate.
ilf. Revisit the
amortizatioh period of
right-¢f-use asset-and
any related leasehold
improvernent following
the shortening of the
term.. )
2. |Léssor pays old
iessee - new Same as ftem 1 Same as Item 1 Same as Item 1
lease- with PFRS 16 par. 83
higher
quality lessee-
3. |Lessor pays i. Finapce lease: i. Record as a “» PAS 16; par. 68

* PAS 16; par..71
+ PERS 16; par. 83
‘« PFRS 16; par. 24
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basis. of another
systematic basis,

l_essor pays
new lessea -
building
lalterations.
ispetific to.the
lessee with no
‘further value to
lessor

‘Same as Ttem'3

i Sameasin
fact pattérn 1C.

il. Capitalize.

-costs:incurred
by the lessee.
for alterstions

fo the:building
as leasehold.
Improvement in
accordance with
PAS 16 or PAS
40.

» Same as in-fact’
pattgrn 1C:

» PAS 40; par. 21
» PAS 18; pars.
15-17

Old lessee pays
lessor to vacate
the leased
premises garly

Recognize as
incorme.
immediately;.
unless it was:
within the original
contract-and the
probability
criterion was:

previously met, in

which case, the

“amount wouid

have dlready been
recognized-as

Recognizé as

expense immediately

unless it was within
the original contract
and the probability
critericn was
previously rmet;, in-
which case, the
financial impact would
have been recognized,
glready as part of the
lease liability.

|+ PaS 16
« PAS38

*PERS 16; par, 18

income using

efther a straight-

line-basis or

another

systernatic basis.
0ld lessee pays. Recognize as an Recoghize as * PAS 16
new lessesto expense income * PAS 38
rake over the immediately. ‘immediately. » PFRS 16;
lease Appendix A

New lessee
pays Jessor to

to obtain:a
lease
agreement

secure the right

i. If finance lease,
recognize gain or
loss in the. profit
or lpss arising:
from the-
derecognition of
underlying assets
il. If cperating
lease, recognize
as deferred
revente and
amortize over the
lease termi on a

straight-line basis.

orancther
systematic basis.

Recognize as

part of the cost

‘of the right-of-

use asset.

PFRS 16; par. 24

-« PAS 16; par. 71

« PFRS 16; par 81

New lessee
pays.old lesseé
to buy

out the lease
agreement

Retognize as again
immediately. Any
remaining lease
liability and right-of-
use asset will be
derecognized with net
amount through P&L.

‘Account for as.

initial direct.

‘cost included in
“the _
‘megasurement

of the right-of-
use asset.

* PERS 16;
Appenidix A

« PFRS 16;

Example13 in par.
IES

= PFRS 16; par. 24

The future adoption of the interprétations is still being assessed by the-'G'roust Management,

2. Seasonality Aspects of the Business

Like any other company in the construction industry, the operations of the Group are affected by
'seasonallty Net saies are generally higherin dry months from February to May and lower during
the rainy months.of June to Noveniber. Low sales are also experienced during December due to
holidays until early January. Unpredlctable weather could also significantly afféct sales and
profitability compared to previous period$ coupled with any unforeseen circumstances like:
disruptions in productions.
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3. Financial Risk Management Objectives and Policies.

General-Risk- Management Approach

The Group is.exposed to various financial figks, which include the effect of chariges ‘in debt
structure, equity market prices, forelgn currency exchange rates and interest rates. The Group's
overall risk management program focuses on the unpredictability. of financial markets and seeks to
mirimize potential ard adverse effects on the-financial performance of the Group The Group doés
not enter into other derivative or financial transactions which are unrelated to its; operating business
as arisk-averse approach is pursued

Financial risk management of the Group is governed by policies approved by management, It
provides principles for overall risk management, as well as-policies covering specific risk aréas: such
as interest tate risk, foreign exchange risk, counterpary risk, and use of derivative financial
instruments and investing assets in excess. of liquidity requirements.

The Group’'s principal financial instruments, other than derivatives, consist of cash and cash
equivalénts and notes payable. The main purpose of thesé financial instrumentis. is to raise funds
for the Group’s.operations. The Group. also has various other financial assets and liabilities such as
trade and other receivables, advances to employees, guarantee deposits; restricted cash and frade
and other payables which arise directly from operations.

The mainrisks arising from the Group’s financial instrurents are market risks (which include foreign
gurrency risk and interest rate risk}, credit risk and kquidity risk. The BOD reviews and approves
the pelicies for- managlng each of these risks and they are summarized below. The Group's
accounting policies in refation to financial instrumerits are sét out in’ Note 4 to the consoclidated
financial statements.

Market Risks

The Group is exposed to-market risks, such as foreign currency and interest rate risks. To manage
volatility refating to these. eéxposures, the Group enters into derivative financial instruments, when
necessary. The Group’s objective is to reduce, where appropriate, fluctuations in earhings and cash
flows associated with changes in foreign currency, interest rate.and equity price.

Foreign Currency Risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates.

The Graup has foreign exchange expostres, afising primarily from purchases.of goods and services
and debt servicing requirements in.curreéncies other than the Philippine Peso that leads to currency
transiation effects. As of September 30,.2021, there are no revenues denominated in currencies
other than the Philippine Peso.

Due to the local nature of the ‘cément business, transaction risk is limited. Howéver, income may
primarily be in local currency whereas debt servicing'and significant amount of capital expenditures
may-be in foreign currericies, As a consequénce thereof; the Group may enfer into derivative
contracts whenever necessary, which may be designated either as cash flow hedges or fair value
hedges, ‘as appropriate.

As of September 30, 2021, the Group: had minimal assets and liabilities exposed to foreign currency
risks.

Interest Rate Risk

Interest rate risk is the risk that future cash flows from a financial instrument {cash flow interestrate

risk) or its fair value {fair value interest rate risk) will fluctuate because of changes in market mteresf
rates.
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The Group is exposed t6 fluctuations in financing costs -and market vaiue movements of its debt
porﬁallo related to changes in market interest rates. The Group's interest rate exposure is mainfy.
addressed through the steering of the fixed/floating ratio.of net debt. To manage this mix, the:Group
may enter into derivative transactions, as appropriate. As-at September 30, 2021 and 2020, the
Group has minimal exposure to interest rate risk.

Credit Risk

Credit risk is the risk that counterparties may not be able to settle their obligations-as agreed. To
manage this risk, the Group periodically assesses the financial reliability of customers.

The Group constantly monitors its credit fisk exposures. Counterparties to financial instruments
consist of a large number -of major financial institutions. The Gréup does not expect any
counterparties to fail in meetlng their obligations, given their high credit ratings. In addition, the
Gréup has no significant concentration of credit risk with any single counterparty or group of
counterparties.

The maximum and minimum exposure to credit risk is represented by the carrying amount of each
financial asset.

The Group trades only with recognized, credit-worthy third parties. It is the Group's palicy that all
third party customers wha wish o trade on credit térms are subject to credit verification procedures.
In addition, receivable balances are moritoréd on an ongoing basis to reduce the Group's exposure
to bad debts to minimum.

With respect to credit risk arising from the other financial assets of the Group, which consist of due
from related parties, advances fo employees AFS financial assets, and guarantee and refundable
depOSItS the Group's exposures arise from defaulf of the counterparty, with a maximuim exposure
equal to the carrying amount of these instruments.

Liguidity Risk

Liquidity risk is the risk that the Group will encounter dl'ff iculty in raising funds to meet its contractual
obiligations and commitments. The seasonality of revenue generation exposes the Group to
shortage of funds during slack season and may resultin payment defaults of financial commitments.
The Group manitors this risk:using a recurring liquidity planning tool. This tool considers the. matunty
of both its financial assefs and projected cash flows from operations. The Group's objective is fo
mairitaii a balance between continuity of funding and flexibility through the use of bank credit
facilities, finarice leases and purchase contracts. It is responsibie for its own cash surpluses and
the raising of loans to cover cash deficits, subject to policies .and guidelines approved. by
‘management and, in certain cases, at the BOD level.

The Group maintains sufficient reserves of cash and cash equivalents, which are short-term in
nature, unused credit iines and readily avaitable marketable securities to mest its liquidity
requirements at all times. In addition, the strong credit worthingss of the Group-aliows it to make
efficient use of the financial markets for financing purposes. As at September 30, 2021, the Group
has unutilized credit facilities of ®14.2 billion.

Capital Management Policy

The Group cénsiders equity attributabte tothe equity holders of the Parent Company as its capital.
The Group's-abjectives when managing capital are to secure the Group's ongoing financial needs
to continue as a going coricern as well as to cater for its growth targets in order to provide returns
to' shareholders and beénefits for other stakeholders and to maintain a cost-efficient -and risk-
optimized capital structure.

‘The Group manages the capital structure and makes adjustments to it in light of the changes in
gconomic conditions, its business activities, investment and expansicn program and the risk
characteristics of the underlying. assets. In order to maintain or adjust the capital structure, the
Group may- adjust the amount of dividends paid to shareholders, return capital to sharenolders,
issLie new shares, or sell assets to reduce debt,

The Group monitors capital, among others, on the basis of gearirg ratic.
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4. Financial Assets and Liabilities

Fair Value of Financial Instruments

The estimated fair value of each class of the Group’s financial instruments, is equal to theircarrying
amount as at September 30, 2021 ‘and December 31, 2020. The following methods and
assumptlons are used to estimate the fair vaiue of each class of ﬂnanmal instrument for which it is
practicable to estimate such vaiue:

Cash and Cash Equivalents, Trade and Other Receivables, Shor-ferm Financial Receivable,; Loan
Payable and Trade and Other Payables. Dueg to the shoit-term nature of the transactiens, the fair
values of these instruments. approximate the corresponding carrying values as at end of each
reporting period.

AFS Financial Assets. The fair values of publicly traded instruments are-determined by reference
to quoted market prices as at the:end of each reportmg period. Investments in unguoted equity
securities are carried at cost, net of any impairment in value.

Guarantee Deposits. These are carried at cost, less any impairment in value, which approximates.
their fair values calculated using the discounted ¢ash flows method.

Fair Valug Hierarchy

As-at September 30, 2021 and December 31, 2020, the Group’s financial instruments measured.at
fair value include onIy the quoted equity secirities, classified as: AFS financial assets (Level 1).

As at September 30, 2021 and.December 31,2020, the. Group does riet have financial instruments
whose fair values are determined-using mputs that are hot based on observable market data (Level
3). There were no reclassifications rade. between the different fair value hierarchy levels in 2021
and 2020..

5. Segment Reporting

Operating segments are components of the Group that engage in business activities from which
they may earn revenues and incur-expenses {including’ revenues and expenses relating fo
transactions with other components of the Group), which operating results are regutarly reviewed
by the chief operating decision maker* to make decisions about how resources are to be allocated’
to each of the segments and to assess their performances, and for ‘which discrete fi nanclal
information is.available. Management reassesses on an annual basis whether there have been any
change in the operating segments or in the reportable operating segments in accordance with
PFRS 8, Operating Seégments.

For management purposes, the Group is organized into activities based on their products and has
two segments, as follows:

e Clinker and Cement segment; which manufacturés.and sells clinker and cement for domiestic
customers; and '

s Other Construction Materials and services segment, which includes operations from Spemalty
Products and Aggregates Trading.

Management monitors the operating results of its business segments for the purpose of making
decisions about resource allocation and performance assessment: Segment performance is based
on operating EBITDA and is measured consistently with consolidated net income in the.
consolidated statement of profit-ar loss-and other comprehensive incéme: However, the Group’s-
finance income ahd charges and income téxes are managed on a group basis; and are notallocated
to operating segments. Transfer prices between operating segments are on an armi's length basis
similar to transactions with third parties,
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Segment revenues, EBITDA, assets and liabilities ‘as' at September 30,2021 and 2020 are
presented below:

2021
Adjustments
Clinker and ' and
cement- Others “Total eliminations Consolidated
{In Thousands}

Revenue: _
External customers  P19,337,405 P739,388 220,076,793 P71,402 £20,148,195
Inter-segment 10,007 15 10,022 {10,022) —

19,347,412 P739,403 £20,086,815 P61,380  P20,148,185

Operating EBITDA P5,312,102 P549,748 P 5,861,850 (P1,405,410) P4,456,440

Segment assets 30,469,207 313,807 30,783,114 9,932,164 40,715,278

Segment liabilities ‘8,689,969 §51,172 -9',-_241_,141. 2,315,708 14,556,849

2020
Adjustments
Clirker and .and
cement Others Total eliminations Consolidated
(in Thousands)

Revenue:

External customers P18,282,438 428,080 £18,711,428 P68,509 P18,779,937
Inter-segment 16,607 — 18,607 {16,607) —
18,299,045 428, 990 £18,728,035 51,902 £ 18,779,937

Operating EBITDA £3,930448 P232,635 P4,163,084  (P961,937) £ 3,201,147

Segment assets 30,599,257 206,843 30,896,200 11,808,879 42,705,079

Segment liabilities 9,798,076 16,671 0,814,747 4,094,350 13,909,097

“ Chief operating decision maker is. composed of the Group’s Executive Committee

6. Retained Earnings

On May 27, 2021, the BOD declared a total of £2.77 billion of cash dividends at P0.43 per share to
its stockholders of record as of June 16, 2021.

Interim Disclosures

As of this update, the Group filed a petition to vacate the Arbitral Award at.the Regionat Trial Court af
Taguig City ("Taguig-Court"), which Seasia asked to be dismissed on jurisdictional: grounds. Seasia
filed a petition for confitmation at the Regional Trial Court at Bataan {"Bataan Court"); which the Group
is currently. opposing due to several infirmities in the arbitral award. and issues against the. Bataan
Court's jurisdiction resulting from the premature filing of the petition. Both petitions are currently pending:
resoiution and Group's funds at a third party bank are still garrished.

Aside from the disclosure. above, the Group is not aware of the following or is not-applicable to the
‘Greup’s interim operations.

1. Unusual items that materially affect the Group’s consolidated assets, liabilitiés, equity, net income
or cash flows because of their nature, size or incidents.

2. Changes in estimates of amounts reparted in prior financial years that have a material effect in the
current period.

3. Issuances and repurchases of equity securities,
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10.
11,
12

13.

Material changes in contingent liabilities or contingent assets since the last annual balance sheet

date.

Existence of material contingencies and other -events of fransactions that are material to an
understanding of the current interim period.

Known trends, demands, commitments, events and uncertainties that will result in or likely to

decrease its IquIdlty in any material way. The Group.does not anticipate having within the next
twelve (12) months any cash flow or liquidity problems nor does it anticipate-any default or breach

of any of its existing notes, loans, leases, other indebtedness or financing arrangements. requiring
it to make payments.

Events that will trigger direct or contingent-.matefial financial obligations to the Group.

Material off-balance sheet transactions, ‘arrangements, obligations {direct or contingent), and other
relationships. of the Group with unconsolidated entities or other persons created during the year.

Known-trends, events or uncertainties that have had or that are reasonably expected to have a°
material favorable impact on net salesirevenuesfincome from continuing operations.

Significant elements of income or loss. that did not arise from the Group's continuing operations.
Material events subsequent to end of the reporting period that-have not been reflected i this report.

Material changes in the composition of the Graip, including any business combination, acquisition
or disposal of subsidiaries and long-term investments, restructurings and discontinuing eperations.

Any seasonal aspect that had a material effect on the financial conditioh or results of operation.
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Material Changes in Balance Sheet Accounts

44% decrease in Cash and cash equivalents . _ _
Mainly due to lower cash generated from operations and higher capital expenditures.

47% decrease:in Short-term financial receivables o
Decrease was due to partial cellection of loans extended to related party (CEMCO).

29% increase in inventories _ _
Increase was due discontinuation. of inventory consignment for imported materials

20% increase in Othercurrent assets
Mostly pertains to the deferral of SPS costs for three quarters.

14% decrease in Right-of-Use Assets
Mainly due to-the depreciation expehse recogrized for the period.

26% decreasein Intangible Assets -net _ _
Due'to amortization expenses recognized for the period.

6% decrease in Trade and other payables N _
Payment of accounts payable on.local vendors and: importation.coupled with full depletion of customer
cash advances.

8% increase i income tax payable
Movement pertains mostly to higher taxable income generated.

14% decrease in Lease liability - current portion
Lower due to the deereasing balance of the leases due to. payments made to lessors.

91% inérease in deferred tax liabilities - net
Pertains to movement of monthly income-and effect of CREATE Bill.

9% incredse on Minorily inferest
Due to net profit recognized faor the period.
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Material Changes in Income Statement Accounts.

7% increase in Net sales
Mainly due to higher volumes. sold-as the demand.is sustained in construction industry as compared to
prior year which was affected by strict implementation of community quarantine.

26% increase in Operating expenses
From the absence of the benefit. of lower workforce deployment in 2020 .(due to pandemic and cost
management) and higher third party spending on marketing campaigns and legal costs.

77% decrease in Net financial expefnses
Mainly due to favorable movement in financial expenses from related parties and third parties as a result
of settlement of loans in the latter part.of 2020.

193% increase in Income (Expenses) on non-operatirg assets.
Mainly due to share in the accumulated undistributed income incurred by associate during the year.

50% increase in Provision for income tax _
Due to higher taxable income as of the current period..

8% decrease in Noncontrolling interest in net income. )
Mainly due to lower profit of subsidiary compared to same period {ast year.
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Holcim Philippines, Inc. and Subsidiaries
Schedule of Financial Soundness Indicators.

For the nine (9} Months
Ended September 30
Financial KPlL Definition 2021 2020
Currenit/Liguidity ratio
Current Ratio current Assets 77.2% 81.7%
Current Ligbilities :
Solvency ratio/Debt:to-equity ratio
o Net Financial Debt (Asset) Sy 0
—— - {2. {4.2%
Gearing Stockholder's Equity 2.9%) (4.2%)
Asset to Equity Ratios
Asset to Equity Ratic/ Total Assets. ek 0 Fyr—
‘Equity Multiplier Stockholder's Equity 139.68% 148:3%

Interest Rate Coverage Ratio

Income before Tax
Net Interest

Interest Rate Coverage 37.5times | 538times

Profitability Ratios

P o Net Income o 5 =g
Return on Assets Average 'T'otal_: Assefs 5.6% 2.3%
Return on Equity Net Income 7.8% 36%

Average Total Equity

SIGNATURES

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

,,/«Hézsug PWLmPlNEs,_lﬁE‘E“

e

: i na.'Ni"éto.
Chief Financial Officer ~ \ .
Date: November 11, 2021
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