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SECURITIES AND EXCHANGE COMMISSION

. Commission identification number

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

Province, country or other jurisd

. Industry Classification Code:
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QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES U
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER
. For the quarterly period ended June 30, 2021

026126 3. BIR Tax Identification No 000-121-507-000

(SEC Use Only)

ice

oration or organization Republic of the Philippines

Postal Code

Issuer's telephone number, including area code (632) 8581-1511
. 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

Common Shares

Number of shares of common
stock outstanding and amount

11. Are any or all of the securities listed on a Stock Exchange?

Yes [x] No [ ]

of debt outstanding

6,452,099,144

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
ftem 4. Financiai Statements.

Exhibit | — Consolidated Balance Sheets as of June 30, 2021 and December 31, 2020

Exhibit Il - Consolidated Statements of Incdme for the quarters ended June 30, 2021 and 2020

‘Exhibit I ~ Consolidated Statements of Comprehensive Income for the quarters ended
June 30, 2021 and 2020 _

Exhibit IV - Consofidated Statements of Changes in Stockholders' Equity for the quarters ended

| June 30, 2021 and 2020

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

Exhibit VI — Aging of Trade and Other Receivablés as of June 30, 2021
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Exhibit |
HOLCIM PHILIPPINES, INC.
CONSOLIDATED BALANCE SHEETS
As of June 30, 2021 and. December 31, 2020
{In Thousands)

30 June 2021 31 Dec 2020
ASSETS
Curréent Assets
Cash and cash equivalents F2,541,254 R2,080,791
Trade and other receivables.- net 2,823,983 2,601,420
Inventories 3,281,344 2,851,169
Short-term financial receivables. 382,682 465,657
Other current assets 600,076 417,775
Total Current Assets 9,629,339 8,416,812
Noncurrent Assets _
[nvestmenis 4,356,802 4,299 258
Property, plant and equipmerit — net 18,407,765 19,525,534
Right-of-use assets: 1,702,328 1,866,898
Goodwiil 2,635,738 2,635,738
Intangibles ~net 16,090 19,445
Retirement assets — net 2,117,528 2,161,204
Other noncurrent assets 2,364,534 2,440,534
Total Noncurrent Assets 32,600,785 32,948,610
_ R42,230,124 P41,365,422
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Trade and other payables 14,083,279 9,301,296
Current portion of lease liabilities 1,076:418 1,218,146
Income tax payable. 408,334 161,427
__Total Current Liabilities 12,568,031 10,680,869
Noncurrent Liabilities
Long-term lease liabilities 857,569 841,920
Provisions 79,211 74,479
Deferred tax liabilities — net 236,448 136,009
Total Noncurrent Liabilities 1,173,226 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 4,050 4,050
Retained earnings 12,117,120 13,261,328
_ 28,472,717 29,616,925
Noncontrolling interest 16,150 15,130
Total Stockholders' Equity 28,488,867 29,632,055
R42,230,124 41,365,422
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HOLCIM PHILIPPINES, INC.
CONSOLIDATED STATEMENTS OF INCOME'
For the quarters ended June 30, 2021 and 2020

{In Thousahds, Except Per Share Data)

Exhibit I

Quarter Ended Six {6) Months Ended
Apr-Jun 2021 Apr-Jun 2020 Jan-Jun 2021 Jan-Jun 2020
Net Sales. R6,855,623 ‘P4,148,083 RB13,661,417 E11__,41 8,564
Cost of sales 5,082,393 3,443,613 9,886,663 9,160,186
Gross Profit 1,773,230 704,470 3,774,754 2,258,378
O_perating expenses 338,807 194,592 623,828 552,916
Ope'ratin_g ESITDA 1,434,423 509,878 3,150,925 1,705,462
Depreciation and amortization __'480,859 451,821 023,228 891,429
Profit from Operations 953,564 58,057 2,227,697 814,033
Other income. (expenses)
Net financial expense £3,654) {145,544} {26,642} (238,281)
Other income: (expense) - net 10,571 (24,693} 73,856 5851
Total _ 6,917 (170,237 47,214 {232,430)
_ Profit (loss) before Income Tax 960,481 (112,180} 2,274,911 581,603
Provision. for income tax
Current 248,683 (22,727} 577,288 195,321
Deferred (9,591} (1,743) 66,887 (27.552)
230,092 (24,470) 644,175 167,789
Profit {loss) for the Period 721,389 (87,710} 1,630,736. 413,834
_Noncontrolling interest {(115) (429) {542) (666)
Profit {loss) for the. period '
attributable to Equity holders o
of the Parent Company’ R721,274 {P88,139) P1,630,194 B413,168
Basic/Diluted Earnings
Per Share (EPS)
Computation of EPS:
(a). Profit (loss) for the period
attributable to Equity holders of ) o _
the parent company R721,274 {R88,139) 21,630,194 B413,168
(b} Commion shares issued and _
outstanding 6,452,099 6,452,009 6,452,009 6,452,099
EPS [{a)/(b)] R0.112 (R0.014) R0.253 R0.064
SEC Form:17-Q 5



For the quarters ended June 30, 2021 and 2020

HOLCIM PHILIPPINES, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

{In Thousands)

Quarter Ended

Exhibit |

Six {6) Months Ended

Apr-dun 2021 Apr—Juﬁ 2020 Jan-Jun 2021 Jan-Jun 2020

Total Comprehensive Income

(Loss) R721,389 (R87,710) 81,630,736 F413,834
Attributabie to:
Equity holders of Parent _ o . _
Company 721,274 (87,281) 1,629,716 414,500
Nencontrolling interest 115 {429) 1,020 (656)
Total Comprehensive Income _ _
{Loss) R721,389 {P87,710)  B1,630,736. R413,834
SEC Form 17-Q 6




Exhibit IV

| | HOLCIM PHILIPPINES, INC. S
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS" EQUITY
For the three (3} months ended June 30, 2021 and 2020
{In Thousands)

Jan-Jun 2021 Jan-Jun 2020

Capital Stock
Common Stock _
Balance at beginning of period P6,452,099 P6,452,099
Issuances (Retirement) - -
Balance at end of period 6,452,099 6,452,099
Additional Paid-in Capital.
Balance at beginning of pefiod 8,476,002 8,476,002
Issuances (Retirement). - -
Balance.at.end of pericd 8,476,002 8,476,002
Othier comprehiensive income 1,423,446 1,624,206
Other reserves 4,050 4,475
Retained Earnings
Batance at beginning of period 13,261,328 11,199,025
Prfit for the Period 1,630,194 413,168
Cash dividends - 0.43 per share’ _ {2,774.402) -
Balance at end of period 12,147,120 11,642,193
Noncontrolling Interest 16,150 13,310
P28,488.867 P28,182,285
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HOLCIM PHILIPPINES, INC..

_ CONSOLIDATED STATEMENTS OF CASH FLOWS
For the three (3} months ended June-30, 2021 and 2020

(fn Thousands)

Jan-Jun 2021

Exhibit V

Jan-Jun 2020

Operating Activities _ N
Profit before Income Tax 92,274,911 B581,603
Adjustments to reconcile profit to-cash

Depregiation and amortization 923,228 891,429
Other items - net: (389,590)- (434,954)
Changes. in clireni:assets and liabilities {1,036,832). 1,366,357
Cash provided by ope‘rating activities 1,771,717 2,374,932

Investing Activities.

‘Additions o plant, property and equipment {387,485) (470,524)
Increase in other investing activities 75,998 3,725
Cash used in. investing activities (311,487) (466,799}

Financing Activities
Repayment of long-term leases (183,867) {133,581)
Loan repayments made by related party 83,826 32,849
‘Cash dividends paid (898,264) -
Payment of short-term loans. - (7,140,699)
Proceeds from short-term loans - 5,300,000
Increase in shortterm financial receivables. - (14,125)
Cash used in financing activities _ {998,305) (1,955,566).

Net increase {decrease) in cash and cash o

-equivalerits 461,925 (47,433)

Cash and cash equivalents, beginning _ 2,080,791 2,961,897

Effect of exchange rate changes on cash and cash

equivalents (1,462) {3,094)

Cash and cash equivaients, end 2,541,254 22,911,370
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Exhibit VI

HOLCIM PHILIPPINES, INC

Aging of Trade and Other Recejvables

As of June 30, 2021
(in Thousands)

Total Current 1-30days  31-60 days  Over 60 days

Trade Receivabies 2953,011 B768,945 P56,628 P .35,756. R ‘91,682
Other Receivables 1,933,050 38,908 22,449 167,444 1,704,249
“Total B807,853  B79,077  P203,200  P1,795,0%1
Altowance for Doubtful _

Accounts (62,078)

Net Receivables P2,823,983

Certified correct:
SEC Form 17+ 9




Item 2. Management's Discussion and Analysis of Financial Condition and Results of
Operations.

Resuits of Operations

The Group posted net sales.of B13.7 biflion, higher by 20% compared to B11.4 biilion reported in the
same period last year, This is due to sustained demand in the retail segment with the easing of
quarantine ‘measures as the country continues to recover economically from the: strict lockdown
measures undertaken to contain the pandemic.

The Group reported total EBITDA of B3.2 biflion, higher by 85% as compared to ®1.7 bilion reporied
during the same period last year. Efficiency gaing and sfrong cost discipline helped the Company
manage the impact of riging costs of fuel, power and freight, as weli as otherbusiness challenges such
as logistical bottlenecks caused by renewed restrictions in. response to the surge in COVID-19 cases.
from Maich to May this year. The Group managed to incur fower financial expenses related to its short-
term payables-and lease liabilities. Net income after fax stood-at B1.5 billion: resulting in earnings per

share-of R0.25.
Financial Position
The Group's financial position has remained healthy with a stable ligtid cash positien. The return on
assets rose to 3.9%.as of June 30, 2021 which is 3.0% higher from the end of 2020 as a result of higher
net income. Total assets stocd at P42.2 billion as of June 30, 2021, 2% higher than December:2020.
Cash Fiow Generation
The Group’s cash requirements were mainly sourced through cash from operating activities. As of

June 30, 2021, there are no cutstanding third party lean payables. Please refer to the attached
statement of cash flow for details.

SEC Form 17-Q 10




Key Performance Indicators.

The cornparative financial KPI's of the Group for the periods ended June 30, 2021 and 2020 were as

follows:
For the period
ended June 30
Financial KP| Definition 2021 ' 2020
Profitability _
_ Net Income _ .
Return on Equity (ROE) .Ave. Total Shareholders 5.6% 1.6%
Equity
. . . . Net Income . 0.
Return on Asset (ROA) "~ Average Total Assats 3.9% 0.9%
.E-fﬁciency _
EBITDA Margin Operating EBITDA 23.1% 14.9%
Net Sales
Liguidity
. Net Financial Debt {Asset) N »
G : 7.8% 1.9%
eanng ‘Stockholders' Equity (7.8%) (1.9%)
EBITDA Net iriterest Cover Operating EBITDA 92times | 8.1 times
Net Interest '

Profitability and Efficiency

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

higher income generated from operations.

Liquidity

The Group's liquidity position remains 'strong as evidenced by higher cash balance.

SEC Form 17-Q
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Notes to Financial Statements
1. Summary of Significant Accouriting Policies

These condeiised cansolidated interim financial statements have been prepared in accordance with
PAS 34 Interim Financial Reporting and da pot include 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 those of the previous financial year except for
the adoption of the following amendments. effective after the reporting period ended
December 31, 2020:

PFRS 17, Insurance Contracts

PFRS 17 establishes the principles for the recognition, measurement, prasentation and disclosure
of insurance contracts within the scope of the standard. The objective of PFRS 17 s to ensure that
an entity provides. relevant information that faithfully represents those contracts. This information
gives a basis for users of financial statements to assess the effect that insurance contracts. have
onthe entity’s financial position, financial performance and cash flows.

The key principles in PFRS 17 are thatan entity:

¢ identifies as insurance centracts those contracts under which the entity accepts significant
insurance risk from anather party (the policyholder) by agreeing to compensate the
policyhoider if a specified uncertain future event {the insured event} adversely affects the
policyhoider; ' _ _

* separates specified embedded derivatives; distinct investment components-and distinct
performarice obligations from the insurance contracts;

+: divides the conitracts into groups that it will recognize and measure:;
recognizes and measures groups of insurance contracts at; '

i arisk-adjusted present value of the future cash flows {the fulfiliment cash flows) that
incorporates all of the available information about the fulfillment cash flows in a way
that is consistent with observable market information; pius (if this value is a liability) or
minus (if this value is an asset) '

il an amount representing the' unearned profit in the group of contracts (the contractual
service margin);

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

s presents separately insurance revenue (that excludes the. receipt of any investment
component), insurance service expenses (that excludes the repayment of any investment
components) and insurance finance income or expeénses; and '

o discloses information to enable users of finaricial statements to assess the effect that
coniracts within the scope of PFRS. 17 have on the financial position, financial performance.
and ¢ash flows of an entity.

PFRS 17 includes an optional simpiified measurement approach, or premium allocation appreach),
for simpler insurance contracts, o '

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

The adoption of the new standard does not have an impact-on the Group for it is not an issuer of
insurance contracts.

SEC Form 17-Q 12,




Amendmenits.to PFRS 3, References fo the Coneepfual Framework

The amendments update PFRS 3 so that it refers to the 2018 Conceptual Framework instead of
the 1989 Framework. They also-add to PFRS 3 a requirement that, for abligations.within the scope
of PAS 37, an acquirer applies PAS 37 to determine whether: at the acquisition date a present
obligation emsts as.a result of past events. For a levy that woutd be within the scope of IFRIC 21
Levies, the acquirer appties IFRIC 21 to determine whether the obllgatlng 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 husiness combination.

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

The management of the Group is stil evaluating the impact of these new amendments:

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

The amendments to PFRS 10.and PAS 28 deal with situations where there is-a saleé or contribution
of assets between an investor and its associate or joint venture. Specifically, the amendmients state
that gains or iosses resulting from the loss of control of a subsidiary that does not 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 parerit’s profit or loss only to the extent of the unrelated investors’ interests in
that associate or joint venture. Similarly, gains-and losses resuiting from the remeasurement of
investments retained iri any former subsidiary (that has become an' associate or-a joint venture that
is accounted for using the equity method) o fair value are recognized inthe former. parent's profit or
loss only to the extent of the-urirelated investors' interests in the new associate or joint venture.

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

The management 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 lizbilities as current or non-current.in the
statement of financial position and not the amount or timing of recognition of any asset, liability,
ingcome or expenses, or the information disclosed about those items.

The amendments clarify that the classification of habilities as cyrrent or non-current is ‘based on
rights that are in existence at the end of the reporti ng pericd, specify that classification is unaffected
by expectations about whether an entity wifl exercise its right to defer setilement of a tiability, 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 setilement 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 stilt evaluating the impact of these new amendrients.

SEC Form 17-Q 13




Amendments to PAS 16, Property, Plant and Equipment - Proceeds before Intended Use

The amendments prohibit 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, ie. proceeds while
bringing the asset to the jocation and condition necessary for it to be capable of operating in the:
manner intended by management. Consequently, an entity recognizes such sales proceeds and
Telated costs in profit or loss. The entity measures the cost of those items in accordance with PAS
2 Inventories,

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

If not presented separately in the statement of omprehensive income, the financial statements shall
disclose the'amounts of proceeds and cost included in profit or loss:that relate to items produced
that are not an output of the entity’s ordinary activities, and which: line. item(s) in the statement of
comprehensive income inclide(s) such proceeds and cost.

The amendments are applied retrospectively; but only to items of property, plant and equipment that
are brought to the iocation and condition necessary for them to be:capable-of operating in the manner
intended: by management on or after the bedinning of the sarliest period presented in the financial
statements in which the-entity first applies the améndments.

The entity shail recognize the cumdlative: effect of initlally: applying the amendments as an
adjustment to the opening batance of retainied earnings (or other comporent of equity, as
appropriate) at the beginning of that earliest period presented.

Th_e_.amendm_ents- are effective for.annual periods beginhing on or after 1 January 2022, with-early
application permitted,

The management of the Group is still evaluating the impact of these new amendments;
Amendments fo PAS 37, Onerous Contracts — Cost of Fulfilling a Contract

The amendments specify that the ‘cost of fulfilling’ a contract comiprises the ‘costs that relate directly
tothe contract’. Costs that relate directly to a contract consist of both the incremiental costs of fuffilling
that coniract (examples would be direct labour or materials) and an allocation: of other costs that
relate directly to fuifilling contracts (an examiple would be. the allocation of the depreciation charge
for an item of property, plant and equipment used in-fufilling the. contract).

The amendments apply to contracts for which the entity has not yet fulfilled al! its-obligations at the
beginning. of the annual reporting period in which the entity first applies 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
companent of equity, as appropriate, at the date of initia 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 st'ili'eva!uating_ the impact of these new amendments.

Annual Improvements to PFRS Standards 2018-2020 Cytle

Amendments to PFRS 1.— Subsidiary as a first-time adopter

The amendment provides additionat refief to a subsidiary which becomes a first-time adopter later
than its parent in respect of accounting for cumulative translation differences. As a result of the
amendment, a subsidiary that uses the exemption in PFRS 1:016(a) can now also elect to measure
cumulative translation differences for all foreign operations at the carrying amount that would be-

included in the parent's consolidated financial statements, based on the parent's date of transition
to PFRS Standards, if no adjusiments were made for consofidation procedures and for the effects
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of the business ‘combination in which the parent acquired the subsidiary. A similar 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 eatly.
application permitted.

Amendments to PFRS:9 — Fees in the "10 per cent' test for derecognition of financial liabilities

The amendment clarifies that in applying the "1 per cent' test to assess whether to derécognize a

financial liability, an entity includes only fees paid or received betweén the entity (the borrower} and
the lender, including fees paid or received by sither the entity or the lender on the other’s behalf.

The amendment is applied prospectively to modifications and‘exchanges that occur on or after the
date the entity first applies the amendmeant.

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

Amendments to PFRS 16 — Lease Incentives

The amendmerit removes the iliustration of the reimbursement of leasehold improvements,

As the amendment fo PFRS 16 only reégards an illustrative example, no effective date is stated..
Amendments to PAS 41 — Taxation in fair value measurements

The amendmient removes the requirement in PAS 41 forentities to exciude cash fiows for taxation

when measuring far 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-and discount rates and enables preparers to-determine whether to use pretax or posi-tax cash.

flows and discourit rates for the' most appropriate fair value measurement.

The amendment is applied prospectively, i.6. for fair value measurements on or after the date an
entity initially appltes the amendment,

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

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

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

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

PIC Q&A No. 2019-04, Conforming Changes to PIG Q&As ~ Cycle 2019

The. interpretatlon sets out the changes (i.e., amendments or withdrawal).to. certain interpretations.
These changes are made as a consequence of the issuance of new PFRS that become effestive
starting January 1, 2019 and other relevant developments.

PIC Q&As Amended

The foliowing table summarizes the changes made to the amended interpretations:.

PIC Q&A Amended Amendnerit
PIC Q&A No. 2011-05: PFRS 1 - Fair Updated because of applying PFRS 18,
Value or Revaluation as Deemed Cost Leases, for the first time starting January 1,
2019
PIC Q&A No. 2011-08: Acquisition of Reference to PAS 40, Investment Property,
investment properties — asset. has been updated because of applying PFRS
acquisition or business combination? 16 for the first time starting January 1, 2019,
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PIC Q&A No.2012-02: Cost of a new
building constructed on the site of a
previous building

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

starting January 1, 2019.

PIC Q&A No. 2017-02: PAS 2 and
PAS 18.- Capitalization of operating
lease cost as part of construction costs
of a building '

Updated to comply with the provisions of
PFRS 16 and renamed as PIC Q&A No, 2017-
02: PAS 2 and PAS 16 - Capitalization of
depreciation of fight-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 praperty

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

starting-January 1, 2019.

PIC Q&A No. 2018-05: PAS 37 -
Liability arising from maintenance-
requirement of an asset held under-a
lease

Updated o comply with the provisions of
PFRS 16 o

PIC QA No, 2016-15 PAS 1-
Classification of Advances to
Caontractors in the Nature of
Prepayments: Current vs. Non-current

Reference to PAS 40 (included asan

attachment to the Q&A}-has been 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, 2018, which is the effective date of

PFRS 16. PFRS 16 superseded PAS 17,
Leases, and Philipping Interpretation SIC-15;

Operating Leases - Incentives

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

This PIC Q&A is considered withdrawn upon

‘publication of IFRIC agenda decision -

Investment in a subsidiary accounted for at
cost: Step acquisition (1IAS 27 Separate
Financial Statements} in January 2019.

The effective date of the amendments is included ir the affected interpretations.
The management of the Group is still evaluation the impact of the. interpretation.

PIC Q&A No. 2019-08, Accounting for step acquisition of a subsidiary in a parent

The interpretation clarifies how a parent should account for the step acquisition of a subsidiary in

its separate financiatl statements.

Salient points of the interpretation are the foliowing:

IFRIC concluded either of the two approaches may be applied:

+ Fairvalue as deemed cost approach

Under this approach, the entity is exchanging its initial interest (plus consideration paid for the
additional interest) for-a controlling interest in the investee (exchange view). Hence, the
entity’s investment in subsidiary is measured at the fair value.at the time the control is

acquired.
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e Accumuiated cost approach

Under this approach, the entity is purchasing additional interest while retaining the initiai_
interest (non-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 abtaining control of the:
subsidiary and its original consideration is taken-to profit or loss, regardless of whether, before
the step acquisition transaction, the entity had presented subsequent changes in fair value of
its initial interest in profit or loss or other comprehensive income (OCI}.

The interpretation is.effective for periods beginning on or after October 19, 2018.

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

PIC Q&A No. 2019-07, Classification of Members' Capital Contributions of Non-Stock Savings and
Loan Associations (NSSLA)

The Bangko Sentral ng Pilipinas (3SP) issued Circular No. 1045 on August29; 2019 to amend the
Manual of Regulations for Nor-Bank Financial Institutions Appficable to Non-Stock Savings and
Loan Associations (MORNBFI-8} - Regulatory Capital of Non-Stock Savings and Loan Associations
(NSSLAs) and Capital Contributions of Members.

Under the Circular, gach qualified member of an NSSLA shall maintain only-one capital contribution
account representing his/her capital contribution. While only one capital account is maintained, the
Circular breaks down a member's capital contribitions as follows:

a. Fixed capital which canhat be reduced for thé duration of meniberstiip except upon terminatiori
of membership. The minimum-amount of fixed capital is Php1,000, but a higher minimum can
be prescribed under the NSSLA's by-laws.

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 and/for
cifcurhstances when the NSSLA may limit the reduction ‘of the members" capitai contribution
buffer,.such as, when the NSSLA is under liquidity stress orlis unable fo meet the capital-to-fisk
assets ratio requirement under Sec. 4116S. of the MORNBFI-S Reguiations. Such coriditions
andfor-circumstances have to be disclosed to the members upon their placernent 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 each merriber, Further, upen receipt of capifal contributions

from their members, NSSLAs shail simuitaneously record the amount contributed as fixed and
«capital contribution buffer in the aforementioned subsidiary iedgers. However, NSSLAs may use

other systems in fieu of subsidiary ledgers provided that that'the system will separately show the.
fixed and capital contribution buffer of each member.

“The int'erpreta'tion -assessed and concluded that both Fixed Capital and the Capital contribution
buffer qualify as “equity” in the NSSLA's financial statements as.they both meet alf the requirerments-

of paragraphs. 16A and 16B of PAS 32, Financial Instrumenis: Preseritation.

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

The amendments wili not have an impact on the Group’s financial statements as the Company is
not a non-stock savings and loan association. '

SECForm 17-Q 17




2)

PIC Q&A No. 2019-08, PFRS 16, Leases - Accounting for Asset Refirement or Restoration

Obligation {"ARO")
The interpretation clarifies the recognition of ARG under the following scenarios;
Accounting for ARQ at lease’ commencement date

The cost-of dismantiing and restoration (i.e.,.the ARO)-shauld be calculated -and. recognized as a
provisian in accordance with PAS 37, with-a correspondlng adjustment to the refated ROU asset as.
required by PFRS 16.24(d). As such, the lessee will add the amount of ARO o 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.

Change in ARQ after initial recognition

-2.1) Because ARO is.not included as a component of lease liability, the measurement of such ARG

is outside the scope of PFRS 16. Hence, its measurement is generally not affected by the transition
to PFRS 16. Except in cases: where the reassessment of lease-related assumptions {e.g., lease.
term) wolld affect the meastrement of ARO-related provision, the amount of ARO existing at
transition 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-

equipment to the related ROU dsset 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 term due 1o the new PFRS 16 requirements), the foliowing wilt
be the accounting treatmerit dependlng on the method used by the lessee in adopting PFRS 18;

a. Moo':ffed refrospective approach - Under this approach, the lessee uses the remaining lease term
to 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 W|II be chosen under the modified retrospective
approach.

b Full retrospect.'ve approach - The ARO provision and related asset, which gets adjusted to the

ROU asset, should be remeasured from commencement of the lease; and then amortized over the

revised or reassessed lease term. Because full refrospective approach is chosen, itis possible that

the amount of cumutative adjustment to the ARO provision and the RGU asset at the- beglnnlng of

the earliest period presented will not be the. sarhe,; hence; 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 for Prepaid Rent or Rent Liability Arising from
Straight-lining under PAS 17 on Transition to PFRS 16 and the Relafed 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
‘retrospective approach, Specificaily, this aims to address howa lessee should; on transition, accouint

for any existing prepaid rent or rent liability arising from straight-lining of an operating: Iease under
PAS.17, and

2. How to account. for the related deferred tax effecis on trarisition from PAS 17 fo
PFRS 16.

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

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

Some lease contracts provide for market rent review in the middle of the lease term to adjust the

fease payments to reflect a fair market rent for the remainder of the lease term. This Q&A provides

‘guidance on how to measure the lease liability when the contract provides. for a market rent review.

The future adoption of the interpretations is still being assessed by the Groyp's Managemsnt.
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PIC Q&A No. 2019-11, Determining the current portion of an amortizing loaAedse liability

The'interpretation dims o provide guidance on how to-determine the currént portion of an amortizing
loan/léase liability for proper classification/presentation between current and non-current in- the
statemient of financial position..

The future adoption of the interpretations is still 'bein_g assessed by the Group"s M‘anagement.-

PIC Q&A No. 2019-12, PFRS 16, Leases — Determining the lease term
The interpretation provides guidance on how an entity determines the lease term under PFRS 16.

A. contract would be. considered. to -exist only when it creates rights and obligations: that .are:
enforceable. Therefore; any .non-cancellable period or notice period in a lease would meet the
definition ofacontractand thus; would be included as part of the lease term: To be part of a contract,
any option io -extend or tertninate the lease that are included in the lease term must :also be
enforceable,

If optional periods are not-enforceables {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-canceliable period. Consequently, by.definition, there is no contract beyond the non-cancellable

pericd {plus any notice period) if there are no enforceab!e rights-and obligations existing between
lessee and lessor beyond that term.

In assessing the enforceabmty of a-contract, an entity should consider whether the lessor can 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 are enfarceable rights 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 teim, [n contrast, a lessor's right to terminate z lease is
ignored when determining the lease term because, in that case, the lessee Has an unconditional
obiigation to pay for the right o use the asset for- the period of the lease, unless and until the lessor
decides to terminate the lease.

In assessmg whether a lessee is reasonably cerfain to exercise an option to extend a lease, .or not
to’ exercise .an option to terminate a tease, an entity shall consider all relevant facts and
circumstances (i.e., including those that are rot 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 — Derermmmg the lease term of leases that are renewable

subject to mulval agreement of the lessor and the lessee

The interpretation provides guidance on.how an entity determines the lease term under PFRS 18;
This interpretation focuses on lease contracts that are renewable: subject to mutuai agreement of
the parties.

A renewal option is only considered in determining the lease term if if 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 agreemerit on the terms..

In instances where the lessee has known io be, historically, renewing the lease. contract after
securing mutual agreement with the lessor to renew the lease contract, the lessee’s right to use.the
underlying asset does not go beyond the one-year pericd covered by the current. confract, as any
renewal still has to be agreed on by both parties. 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, Conforming Changes fo PIC Q&As— Cycle 2020

The interpretation sets out the changes (i.e., amendments or withdrawal) to certain interpretations.
These changes are made. as a consequence of the issuance of new PFRS that become effective
starting January 1, 2019 and other retévant’ 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-1.25 —
Financial statements prepared on a
basis other than going concern

References to The Conceptual Framewark 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 been updated due
to the revised framework effective January 1,
2020

PIC Q&A No. 2011-03: Accounting
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 fo prepare
consolidated financial statements.
where an entity disposes of its single
investment in a subsidiary, associate
or joint venture

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

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

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

PIC Q8A Withdrawn

PIC Q&A Withdrawn

Basis for Withdrawal

PIC Q&A No. 2011-06: Acquisition of
investment properties — asset
acquisttion or business combination?

With the amendment to PFRS 3 onthe
definition of a business effective January 1,
2020, there is additional guidance in
paragraphs B7A-B12D of PFRS 3 in
assessing whether acquisition of investment
properties is an asset acquisition.or business
combination (i.e. optional coneentration 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:still being assessed by the Group’s Management.
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PIG-Q&A No. 2020-02, Conclusion on PIC QA 2018-12E: On certain materials defivered on sife but
not yet installed

The mterpretatlon provides guidance on the treatment of the customized materials in recogmzlng
revenue using a cost-based input methoed.

For each performance obligation satisfied over tims, entity shall recognize the revenue by
‘measuring towards complete satisfaction. In such case, materials that are customnized, even if
uninstailed, are to be included in the measurement of progress in completing its performance_:
obligations,

However, in the case of uninstalled materiais that are not customized, revenue should only bé
recognized upon installation or use in construction. Revenue cannot be recognized even up to 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 interpretation clarifies that recognition of either contract asset or réceivable 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 same nature-and disclosure.
requiremnents of PFRS 15 for contract assets or receivables, as. applicable, are complied.

The future adoption of the interpretations is stilf 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 Entity
to Determine the Transaction Price for the Contract

The interpretation clarifies that, in case of mismatch befween the POC .and schedule-of payments,
there is ne significant financing component if the difference between the promised consideration-
‘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
proportional to the reason for the difference.

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

PIC Q8A No, 2020-05, PFRS 15 - Accounting for Canceliation of Real Estate Sales

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

1. The repossessed property is recognized at its fair value less cost to repossess
2. Therepossessed property is recognized at its fair value plus repassession cost
3. Accounted.as madification of contract

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

write-off of any unamortized portion of cost of obtaining a contract in its determination of gain/loss
fromi repossession.

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

SEC Form 17-Q 21




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 lessors and

lessees as follows:

Treatments in the finandial statements of

T ransaction

Lessor

Old lessor

New Lesses

Basis

~ 1. |kessor pays old
lessee - {essor
ritends to.
renovate the
building

"i. Recalculate the

revised leased
payments: {net of
the one-off-

-amount to be

paid) and

-amartize pver the

ravised lease
term.
it. If net-payable,.

-recognize as
-:gxpense unless

the amount to be
paid:gualifies as

‘Capitalizable cost

under PAS 160r
PAS 40; in which
case'it is:
capitelized as part
of the carrying

“amount of the
-associated
-property if it

meets the

-definition of

construction costs
undeir PAS 16 or
PAS 40,

‘I. Recognize in profit

.and loss at the date of
-modification the
-differénce between the

proportionate decrease
in the right-of-use,

‘asset based on:the

remaining right-of-use

asset for the remaining

period and remaining
iease liability:
calculated as the-
presetit vaiue of the
remaining lease
payments discounted
using-the originat
discount rate &f the
lease.

il. Recogrilze the effect
of remeasurement of
the remaining jease
liability as an
adjustment to the
right-of use-asset by
reférring to the revised

lease payments (net of

any amount to be.
recelved from the
lessor)and dsing a
revised discount rate,
jii, Revisit the:

_amortization period of

right-of-use: asset and
-any related leasehold
improvemient following

:the shortening of the

ferm.

« PFRS 16; par. 87
= PAS 16; pars. 6,
16-17 '

« PAS 40; par. 21

* PFRS 16; par. 45
« Tllustrative
example 18 issued
by IASB

» PAS 16; pars, 56-
57

2. [Lessor pays.old
essee - new
ease: with
higher

juality lessee

Same-as Item )

Same as Ttemn 1

Same as Item i
PFRS16 par. 83

3. Lessor pays
new lessee - an
‘Incentive to
OCCUpY

-i, Fridnce lease:,

= If rhade after

‘commencement

date, incentive
payable is

_credited with:

offsetting debit
entry to the net
investment lease.

= If paid at or

prior ta
commencement
date, included in
the calfculation of
gain ‘or loss on
disposal on

.finance lease,

ii. Operating lease
add the initial
direct costs to the
carrying amount
of undetlying

-asset-and

recognize as

expénse over the
lease term either
oA a straight-iine

i. Record a5 &
dedixction to

the cost of the

right-of-use
-asset,

ii. Lease
incantive
recejvable is

‘also included as’

reduction in

‘measurement
‘of lease

liabHlity,
iii; When lessee
receives the

‘payment of

lease incentive,

‘the amount

received is

-debited with a

credit'entry to.
gross up the
lease liability.

° PAS 16; par, 6B
v PAS 16; par. 71
» PFRS 16; par, 83
= PFRS 16; par. 24
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[basis of another

systematic basis.

4,  |essorpays
new lesses -
building

lterations .

pecific to the
lessee with no
further value to
lessor.

‘Same as: ltem 3

i Same a5 in

‘fact pattern 1C.

ii. Capitatize.

costs inctirred
by the lessee
for aiteratioris
to the bullding

‘as leasehold

improvermnent in

accordance with

PAS 16 or PAS
40,

» Same as.In fact
pattern 1€,

+:PAS 40; par. 21

o PAS 16; pars. 16-
17

5. 0ld lessee pays
€ssor to vacate
the jeased
premisas early

Recognize as
income
immediately,
unless it was
within the original
contract and the
probability
criterion was®™
previously met; in
which case, the
amount would
have already been
fecoghized as
income Lising
either a straight-
line basis or
another:
systematic basis.

| Recognize as

expense immediatéely.
unless it was within
the original contract
and the ‘probability
criterion was
previcusly met, in
which case, the
financial impact would
have been recognized
already as part of the
lease liability.

» PAS 16

» PAS 38

« PFRS 16; par. 18

6. [Oid lessee pays
new lessee to
take aver the
Base

Racognize as.an
E_K_DEI"ISQ_'
immediately.

Recogrize as
incorne
immediately.

«PAS 16
s PAS 38
o.PFRS 16; Appendix

A

7. Newlessee
pays. lessor to-
Eecure the right
to obtaina
ease
lhigreement

i. If finance lease,
recognize gain or
loss in the profit
or léss arising
from the
derecognition of
underlying-assets
ii. If operating
lease, recognize
as deferred
revenue and
amortize over the
lease termona.
straight-line basis
or another
systematic basis.

Recognize as

" part of the cost

of the right-of-
use asset,

'PFRS 16} par. 24
= PAS 16; par. 71

= PFRS 15; par 81

8. Newlessee
pays oid iessee

Recognize as again
immediately. Any

Account for.as

initia!l direct.

v PFRS 16 Appandix
A

o by remainthg lease - cost included in | « PFRS 16; Example
nut the lease liability and right-of- the 13 in' par, 1E5
agreement. use asset will be measurement -+ PFRS 16; par. 24
derecognized with net | of the right-of-
amount through P&L. use agset.

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

‘2. Seasonality Aspects of the Business

Like.any other company in the construction industry, the operations of the Group are affected by
-seasonahty Net sales are gefierally higher it dry months from February to-May and lower during
the rainy months of June to November. Low sales are also experienced during December due to
holidays until early January, Unpredictable weather could also significarntly affect sales and
profitability compared to prévious perlods cotipled with any tnforeseen 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 risks, which include the. effect of changes in debt

structure, equity market prices, foreign -currency. exchange rates and interest rates. The Group's

overall risk management program focuses on the unpredzctab;llty of financial markets.and seeks to
minimize potential and adverse effects on the financiat performance of the Group. The Group does
not enter into:other derivative or financial transactions which are unrelated to-its operating business.
as a risk-averse approach is pursued.

Financial risk management of the Group is governed by policies approved by management. [t
provides principles for overali risk management, as well as policies covering specific risk areas such

‘as interest rate risk, foreign exchange fisk, counterparty risk, and use of derivative fihancial

instruments and investing assets in excess of liquidity requiremerits.

The Group's principal financiat instruments, other than derivatives, consist of cash and cash

equivalents and notes payable. The mair purpose of these financial instrumerits is fo 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 trade

and other payables which arise directly from operations.

Themain risks.arising from the.Group's financial instruments are market risks (which include foreign

currency risk and interest rate rigk), credit risk and liquidity risk. The BOD reviews .and approves
the policies. for managing each of these risks and they are summarized below. Thé Group's

accounting pOl!CIES in rélation to financial instriments are: set cut in Note 4 to the consolidated

financial statements.

Market Risks

The Group is.exposed to market risks, such as foreign curreney and intérest rate risks. To manage
volatility relating to these: exposures, the Group enters into derfivative fihancial instrumnents, when
necessary. The Group's objective is-to reduce; where appropriate, fluctuations in earmings and cash
fiows 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 wilt

fluctuate because of changes in foreign excharige rates,

The Group has foreign exchange exposures, arising primarity from purchases of goods-and services

-and debt servicing requirements in cufrenciés other than the Philippine Peso that leads to c_urrenby
translation effects. As of June 30, 2021, there are no reverues denominated in currendies other

thanthe Philippine Peso.

Due to the iocal nature of the cement business, transaction risk is limited. However, income may
primarily be it focal currency whereas debt servicing and significant amount of capitat expenditures
may be in foreign currenicies. As' a consequence thereof, the G'roup may enter into derivative
contracts whenever necessary, which may be designated either as cash flow hedges or fair value
hedges, as appropriate.

As of June 30, 2021, the Grolip had minimal assets and liabilities exposed to foreigh currency risks.
Intereist Rate Risk.

Interest rate risk is the risk that future cash flows from a financiat instrument (cash flow interest rate

risk) or its fair value (fair value mterest rate risk) wili fluctuate because of changes i in market interest
rates.

The Group is exposed fo fluctuations in financing costs and market value movernents of its debt
portfolio related to changes in market interest rates. The Group's interest rate exposure:is mainly
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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 June 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 periedicaily assesses the financial reliability of customers.

The Group constantly monitors its credit risk exposures. Counterparties to financial instruments:
consist of & farge number of major fihancial institutions. The Group does not expect any
counterparties to fail in meeting théir ohligations, given their high credit rafings.. In addition, the
Group has no significant concentration of credit risk. with ‘any single couriterparty or group of
counterparties.

The maximum and minimum exposure e credit risk is represented by-the éarrying amount of each-
financial assét.

The Grotup trades only with recognized, credit-worthy. third parties. It is the Group's policy that ail
third party custorners who wish to trade on credit terims are subject ta credit verification procédures.

In addition, receivable balances are monitored on an ongoing basis to reduce the Group’s exposure
1o bad debts fo minirium.

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

Liguidity Risk

Liguidity risk is the risk that the Group will encounter diffi iculty in raising funds to meet its contractual

‘obigations and cormmitments. The seascnality of reverue generation -exposes ‘the Group to
shortage of funds during slack season and may result in payment defaults of financial commitments.
The Group monitors this risk using a recirrring liquidity planning tool. This tool considers the maturity
of both its fihancial assets and projected cash flows from operations: The Group's objective is to
maintain a balance betwéen continuity of funding and flexibility through the use of bank credit
facilities, finance leases and pufchase contracts, It is responsible 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 c¢ash equivalents, which are shortterm in
nature, unused credit lines and readily available marketable securities to meet its qumdlty
requarements at all times: In"addition; the strong credit woithiness of the Group aliows it to make
efficient use of the financial markets for financing purposes. As at June 30, 2021, the Group has
unutilized credit faciities of B13.0 billion.

Capital Management Policy

The Group considers equity attributable to the equity holders of the Parent Comipany as its capital,
‘The Group’s objectives when managing capital are to secure the Group’s ongoing financial needs
to continue as a going concern as well as {o cater for its growth targets in ordér to provide retums
to shareholders. and benefits for other stakeholders and to maintain ‘a cost-efficient and risk-
optimized capitat structure.

The Group. manages the capital structure and makes adjustments fo it in light of the changes. in
economic conditions, its business activities, investment and expansion’ program and the risk
charagteristics 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 sharehoiders,
issue new shares, or sell assets to reduce debt.

The Group monitors capital, among cthers, on'the basis of gearing Tatio.
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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 their carrying
amount as at June 30, 2021 and December 31, 2020. The following methods and assumptlons are
used to estimate the fair value of each class of financia instrument for which it is. practicable to
estimate such vaiue:

Cash and Cash Equivalents, Trade and Other Receivables, Short-tert Financial Receivable, Loan
‘Payable and Trade and Other Payables. Due to the short-term nature of the transactions, the fair
values of these instruments approximate the corresponding carrying values as at end of each
reportmg period,

AFS F.fnancia." Assets. The fair vaiues of publicly traded instruments are determined by reference:
to quoted market prices as at the end of each reporting period. investments in unguoted equity
securities are carried at cost, net of any impairment in vaiue.

Guarantee Deposits. These are carried at cost, less any impairment in value, which approximates
their fair values calcutated using the discountéd cash flows method.

Fair Value Hierarchy

As at June 30, 2021 and December 31, 2020, the Group's financial instruments measured at fair
value inctude only the quoted equity securltuszs1 classified as AFS financial assets. (Levei 1).

As at June 30, 2021 and December 31, 2020, the: Group does hot have financial instruments whose
fair values. are determined using. inputs that ‘are not based on -observable. market data (Level 3)..
There were. no reclassifications made between the different fair value hierarchy jevels in'2021 and
2020,

5. Segment Reporting

Operatmg segments are components of the Group that engage in business: activities: from which
they may earn revenues and incur éxpénses (including revenues and expenses relating to
fransactions with other components of the Group), which operating results are: regularly reviewed
by the chief operating decision maker* to make decisions.about How resources are to be allocated
to each of the segmerits and. to ‘assess their performances, and for which discreie fi nancial
information is available. Management reassesses on an annual basis whether there have been any.
‘change in the pperating segments or in the reportable operating segments in .accordance with
PFRS&:8, Operatmg Segmenits.

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

¢ Clinker and Cernent segment, which manufactures and selis clinker dnd cement for domestic.
customers; and

e Other Construction Materials and services segment, which includes operations from Spemalty-
Products and Aggregates Trading,

Management monitors: the operating resuits of its business segments for the: purpose of making
decisions about resource ailocation and petformance assessment. Segment performance is based
ori operating EBITDA and is measured consistently ‘with consolidated net income in the
consolidated statement of profit or loss and other comprehensive income, However, the Group's:
finance income and charges and income taxes are managed on a group basis; and are not allocated
to operating segments. Transfer prices between operating segments are on an arm’s length basis
-similar to transactions with third parties:
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Segment revenues, EBITDA, assets and liabilities as at June 30, 2021 and 2020 are presented
below:

201
Adjustments
Clinker and _ and _
cement QOthers Total eliminations Consolidated
' {in Thousands)

Revenue: _ . . _ _
External customers  P13,073,665 P538,208 13,611,873 P 49,544 P13.661,417
Inter-segment 6,676 - 6,876 (6,676) L.

£13,080,341 P538,208  £13,618,549 P 42:868 13,661,417

Operating EBITDA P 3,635562  P411,i155 P 4,046,717 (P 895,792) P 3,150,925

Segment assets 30,475,833 422,329 30,898,163 11,331,962 42,230,124
Segment liabilifies 9,279,492 567,871 9,787,364 3,953,894 13,741,257
2020

Adjtstments

Clinker and and
cement - Others Total eliminations Consolidated

_ ' (in Thousands) '
Revenue:; o _ _ _ _

External customers  £11,063,331 P309,286 P11.372:627 P45,937 11,418,564
Inter-segment 14,089 —_ 14,084 (14,089) —
P11.077,420 309,206 P11.386.716 B31,848 P11,418,584
Operating EBITDA. £2.21 1, 800 P203,708 2,415,506 (Pﬂ 0,044) P1,705,462
Segment assétls. 30,887,013 233,391 31,120,403 12,565,098 43,685,501
Segment liabilities 9,559,142 398,851 0,957,993 5,545,223 15,503,216

" Chief.operating decision maker is composed of the Group's Executive Committee

6. Retained Earnings

On-May 27, 2621, the BOD detlared a total of £2.77 billion of cash dividends at £0.43 per share to
its stockholders. of record as of June 16, 2021,

interim Disciosures

As of this update, the Group filed a petition to vacate the Arbitral Award at the Regional Trial Court-at
Taguig City ("Taguig Court"); which Seasia asked to be dismissed on jurisdictional grounds. Seasia
filed a petition for confirmation 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 @gainst the. Bataan
Court's jurisdiction resulting from the premature fi iling of the petition. Both petitions are currently pending
resolution and Group's.funds at a third party bank are still garnished.

Aside from the disclosure above, the Group is not aware of the following or is not applicable to the
Group's interim operations:

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

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

3. Issuances and repurchases of equity securities.
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4, WMaterial changes in contingent liabilities or contingent assets since the iast annual balance sheet
date.

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

6. Known trends, demands, commitments, events and unceriainties that will result in or likely to
decraase its liquidity 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 nates, loans, leases, other indebiedness or fi inancing arrangements requiring.
it to make payments.

7. Events that will trigger direct or contingent material financial obligations to the Group.

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

9. Known trends, events.or uncertainties that have had or that are reasonably expected to have a
material favorable impact on net sales/revenuesfincome from continuing operations.

10. Significant elements of incore or loss that did not arise from the Group's continvirig operations.
11. Materiat events.subsequent to end of the reporting period that have not been reflected in this report.

12. Material changes in the composition.of the Group; including any business combination, acquisition
or disposal of subsidiaries and long-term investments, restructurings and dlscontmumg operations;

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

22% increase in Cash and cash equivalents
Mainly diue to higher cash generated from operations and lower capital expenditures.

18% decrease in Short-term financial receivables
The decrease was due to coliection of loans extended to a related party.

9% increase in Trade and other receivables
Movement was due to higher credit sales. mix over cash sales.

15% increase in Inventories o _ _
Increase was. due to purchase of imported materials to support increase in praduction operations and.
the deferral of scheduled plant shuidown of one plant.

44% increase in Other current assets o
Largely attributable to real property taxes prepaid for the whole year.

9% decrease in Right-of-Use Assets _
Mainly due fo the depreciation expense recognized for-the period.

17% decrease in fntangrb;‘e Assets -net-
Due to amortizatioh expenses recognized for the period.

19% Increase in Trade and other payables
The movement was due to outstanding dividends payable. to related parties partially offset by the
payments 1. iocai vendors and importation and the depletion of customer cash advances.

163%:increase in Income tax payable _
Mainly due to higher income generated as compared to same period last year.

129% decrease in Lease liability — current portion
Due to payments made for leases In the first half of the year.

6% increase.in Provisions
Increase was due to the impact of adjustment relating to 2019 accrua!,

74% increase in deférred tax liabilities - net
Mainly due to the accruals and pension liability coupled with the impact of CREATE bill.

10% decrease in Retained earnings
Movement pertains to income generaied during the first haif of the year net of cash dividends declared.

7% increase on Minority interest
Due 10 net profit recognlzed for the period.
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Riaterial Changes in Income Statement Accounts

20% increase in Net sales _ _
Mainiy due to higher voiumes sold as compared to prior year which was affected by sirict
implementation of community quarantine.

8% increase in Cost of goods sold
The movement was driven by higher production costs from higher volumes produced as the Company
returned to its full scale of operations this year.

13% increase in Operating expenses
Mainly attributable to higher third party spending and personnel cost as compared to prior year which
has benefited from rationalized workforce deployment.

89% decrease in Net financial expenses
Mainly due o favarable movement in financial expenses fromrelated partles and third parties as.a result
of settlenient of loans in the latter part of 2020,

1162%. increéase in Income (Expenses) on non-operating assets _
Mainly-due to share in the accumulated undistribited income incurred by associate during the year

284% increase in Provision for inceme tax
Due to higher taxable income -as of the current peried.

19% decrease in Noncontrofling interest in net income
Mainly due to lower profit of subsidiary coripared to same'period. last year.
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Holcim Philippines, In¢. and Subsidiaries
Schedule of Financial Soundness Indicatoss

For the three (3) Months

_ Ended June 30
Financial KPI Definition 2021 2020
Current/Liguidity ratic
Gurrent Ratio Lurrent Assets 76.6% 77.7%
' Current Liabilities
Sclvency ratio/Debt-to-equity ratio
y Net Financial Debt (Asset} _ ]
. : 7.89 1.99
Gearing Stackholder's Equity (7.8%) (1.9%)
Asset to Equity Ratios
Asset to Equity Ratio/ Total Assets : : fEE N0
Aty ) ' e : 48,29 155.09
Equity Multiplier Stockholder's Equiity 148.2% 155.0%
[nterést Rate Coverage Ratio
Interest Rate Coverage Income -be-'f‘?"? T1ax 66.4 times 2.7-times
: Net Interest. '
Profitapility Ratios
Return on Assets Net Income 3.9% 0.9%
o Average Total Assets -
Return on Equity N’etlnc_qr_ne 5.6% 1.5%
o Average Total Equity )

SIGNATURES

Pursuant to the requirements of the Securities Regulation Cede; the issuer has duly caused
this report fo be signed on its behaif by the undersigned thereunto-duly suthorized.
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