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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-Q

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

1. For the quarterly period ended June 30. 2021

2. Commission identification number CS201524712

3. BIR Tax Identification No 009-192-878

4. Exact name of issuer as specified in its charter

WILCON DEPOT. INC. Doing Business under the Name and Stvie of WILCON DEPOT
and WILCON HOME ESSENTIALS

5. Province, country or other jurisdiction of incorporation or organization

QUEZON CITY. PHILIPPINES

6. Industry Classification Code: I I (SEC Use Only)

7. Address of issuer's principal office Postal Code

90 E. RODRIGUEZ JR. AVENUE. UGONG NORTE. QUEZON CITY. 1110

8. Issuer's telephone number, including area code: (02) 8634 8387

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 4,099,724,116

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

Yes [V] No [ ]

If yes, state the name of such Stock Exchange and the class/es of securities listed therein:

PHILIPPINES STOCK EXCHANGE 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 [V] No [ ]

(b) has been subject to such filing requirements for the past ninety (90) days.

Yes {V] No [ ]



PART l-FINANCiAL INFORMATION

Item 1. Financial Statements.

The unaudited interim condensed financial statements ofWilcon Depot, Inc. Doing Business under the
Name and Style of WILCON DEPOT and WILCON HOME ESSENTIALS as at June 30, 2021 and
December 31, 2020 and for the six-month periods ended June 30, 2021 and 2020, are filed as part of
this form 17-Q.

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

Results of Operations for the Six-month Periods Ended June 30.2021 and 2020

The Company recorded net income of PI ,247 million for the first half of 2021, up by 254% or
P895 million from the P352 million reported during the same period in 2020 with net margins of 9.3%
and 3.9%, respectively. The increase was mainly driven by the hike in net sales and the expansion in
the gross profit margin partly offset by the increase in operating expenses.

Net Sales

Net sales for the six-month period ended June 30, 2021, amounted to PI 3,426 million, an increase of
48.5% or P4,386 million from the same period last year. The increase was contributed by comparable
sales which grew by 36.4% and sales from new stores. The growth in comparable sales was attributed
mainly to the increase in the number of transactions particularly in branches located in Luzon. These
Luzon branches were temporarily shut down from March 17 to May 15, 2020 in compliance with the
quarantine rules imposed by the Philippine government to control the spread of the Covid-19 disease.

Meanwhile, from March 26 to April 30, 2021 Metro Manila and nearby provinces, called "NCR plus"
were again placed under stricter quarantine measures but the rules were modified to create a bubble
whereby businesses within the bubble were allowed to operate at reduced capacity. Under this new
quarantine scheme, all branches remained open albeit at a limited capacity. Hence, the company was
still able to post a 95.7% or P3,301 million year-on-year growth in net sales, which totaled P6,751 million
for the second quarter, 2021. Comparable sales growth for the quarter reached 79.7%.

The Company opened two new depots in January 2021 and another two in June 2021, the net sales
from these and the below one-year net sales of stores opened in 2020 accounted for 24.9% of the total
net sales increase year-on-year.

On a per format basis, sales from the depot-format stores, which comprised 97.3% of total net sales,
grew by 49.6% orP4,332 million to PI 3,068 million from the P8,736 million net sales for the six-month
period of 2020. Comparable sales growth (same store sales growth) reached 37.1%, contributing
74.8% of the total net sales increase of the format. Meanwhile, sales from new depots, including the
four opened in January and June, 2021 comprised 25.2% of the format's net sales growth.

The smaller format "Home Essentials", recording net sales of P267 million accounting for 2.0% of total
net sales, likewise reported a growth of 24.2 % or P52 million as at June 30, 2021 from the prior year's
P215 million.

The remaining 0.7% of total net sales was accounted for by project sales or sales to major developers,
amounting to P91 million, increasing by 2.1% or P2 million year-on-year.



Gross Profit

Gross profit grew by 57.4% or P1,792 million from the 2020 first half level of P3,122 million to close at
^4,914 million for the period for a gross profit margin of 36.6%. The increase was traced mainly to
higher sales for the period and the expansion in gross profit margin which grew by 210 basis points
year-on-year. The improvement in gross profit margin is traced mainly to changes in product mix within
the exclusive and in-house brands classification, which resulted in a higher overall margin for the class,
partly offset by the drop in their contribution to total net sales to 49.4% from 51.2% in the same period
in 2020.

Operating Expenses

Operating expenses increased to P3,155 million for the period, up 21.2% or P552 million from the prior
year's P2,602 million. The increase is attributable mainly to the increased volume of business
particularly of Luzon branches in the second quarter and expansion-related expenses such as trucking,
salaries, outsourced services, depreciation and amortization. Non-PFRS 16 related rent expense
increased by 153.3% orP56 million to P93 million in view of additional short-term contracts.

Interest Expense

Interest expense increased by 13.0% or P27 million, to total P233 million for the period from the prior
year's six-month period of P206 million, attributable to added leases for new stores. All Interest expense
represents non-cash interest charged on lease liability recognized for the period in relation to the
adoption by the Company of PFRS 16 on leases.

Other Income (Charges)

Other income (charges) for the six-month period ended June 30, 2021 amounted to PI 50 million, down
by 13.5% or P24 million from the PI74 million generated in the same period in 2020 mainly due to the
decrease in interest income and net other income partly offset by the increase in rent income. Other
income consists of:

1) Interest income of PI 7 million, which decreased from the prior period balance of P39 million as
investible funds particularly from IPO proceeds continued to be deployed for store network
expansion. The IPO proceeds were fully utilized as at June 30, 2021.

2) Rent income of P27 million, rose by 205.8% or PI 8 million year-on-year in view of new contracts
and the continued collection of rent as all branches remained open through all the quarantine
phases imposed in the first half of 2021.

3) Net other income from trade and other suppliers amounting to PI 07 million, down by 15.2% or
PI 9 million from the same period in 2020. Net other income is comprised of the share in the
various operational and promotional/marketing expenses of suppliers and other non-
merchandise sales related income.

Earnings Before interest and Tax (EBIT) / Earnings Before interest, Tax, Depreciation and
Amortization (EBITDA)

Adjusting the 2021 and 2020 depreciation and amortization to exclude right-of-use (ROU) depreciation
and interest expense on lease liability and consider these as rent expense, EBITDA and EBIT are as
follows:

1) EBITDA as of June 30, 2021 reached P2,106 million, or 15.7% of net sales, rising by 173.2%
from the P771 million, or 8.5% of net sales, recorded as of June 30, 2020.

2) EBIT for the six-month of 2020 is PI ,660 million or 12.4% of net sales, growing by 270.9% from
P448 million, or 5.0% of net sales, year-on-year.

The growth in both EBITDA and EBIT was driven by the improved sales performance and expansion in
gross profit margin partly offset by the increase in operating expenses.



Income Tax Expense

The Company's income tax expense increased by 219.7% orP295 million to end atP429 million in the
first half of 2021 from the PI 34 million incurred during the same period last year. The increase is
attributed to:

1) Higher taxable income in the first half of 2021 partly offset by the lower income tax rate of 25%
from the previous 30%;

2) A one-time recognition of a net tax expense as a result of the downward adjustment in the
deferred tax asset balance as of December 31, 2020 to reflect the decrease in the corporate
income tax rate from 30% to 25% approved in March 2021 but retroactive from July 1, 2020.

Financial Condition as at June 30.2021

Liquidity

Improved operating performance for the first half yielded substantial operating cash flows, which
provided additional liquidity for the Company to be able to pursue its store network expansion and other
planned capital expenditure even as the IPO proceeds were fully deployed.

Cash and cash equivalents and short-term investments totaled P4,222 million, an 8.4% or P389 million
drop from the balance as at December 31, 2020 as the Company continued to disburse funds for the
construction of new branches and warehouses and the distribution of dividends in April, 2021 of P0.12
per share partly offset by cash generated from operations. Nonetheless, current ratio at 1.89:1.00
remained unchanged from that as of December 31, 2020.

Capital Expenditure

For the first half of the year, the Company's capital expenditure totaled PI ,155 million, the bulk of which
was spent on the construction of new stores and warehouses.

Capital Resources

The Company continues to have easy access to the debt markets for both its working capital and long-
term funding requirements having remained bank debt-free and with preferential lines with the
Philippines' top banks.

The company's liabilities consist mostly of trade payables and lease liabilities recognized pursuant to
the adoption of PFRS 16 - Leases. The company has no existing lease or other contracts with material
contingent liability that will adversely affect the company's operations or the implementation of its
strategic initiatives.

Kev Financial Performance Indicators

Key Performance Indicators As at June 30,2021 As at June 30,2020

Sales 13,426,284,821 9,039,952,851

EBIT - Adjusted / Treating Interest on Lease
Liability as Rent Expense^

1,660,132,045 447,628.543

EBITDA - Adjusted / Treating ROU
Depreciation and Interest on Lease Liability as
Rent Expense^

2,106,220,006 770,989,642

EBIT Margin - Treating Interest on Lease
Liability as Rent Expense^

12.4% 5.0%

EBITDA Margin- Treating ROU Depreciation
and Interest on Lease Liability as Rent
Expense"^

15.7% 8.5%



Key Perfonnance Indicatbr^^^^ As ai June 30,2021 As at Dec 31,2020

Return on Equity Ratio® 7.76% 9.46%

Current Ratio® 1.89 1.89

Debt to Equity Ratio^ 0.85 0.84

1  Income before tax add net interest expense less lease interest expense
2  Income before tax add net interest expense and depreciation and amortization

iess lease interest expense and depreciation on ROU assets
3  EBIT/Net Sales

4  EBITDA/Net Sales

5 Net Income / Total Equity
6  Current Assets / Current Liabilities

7  Total Liabilities / Totai Equity

MATERIAL CHANGES i+l'S%) IN THE FINANCIAL STATEMENTS

Statement of Financial Position as at June 30, 2021 and December 31,2020

1. Aggregate cash and short-term investments decreased by P389 million or 8.4% from P4,611
million at the close of 2020 to P4,222 million as at June 30, 2021, traceable primarily to capital
expenditure, payment of dividends, lease and income tax.

2. Trade and other receivables totaled P938 million as at June 30, 2021, 125.4% or P522 million
higher than the P416 million balance as at December 31, 2020. The increase was mainly due
to advances made to suppliers partially offset by decrease in trade receivables.

3. Merchandise Inventories increased by P440 million or 5.1% from P8,692 million at the close of
2020 to P9,132 million as at June 30, 2021 due mainly to increase in purchases.

4. Other Current Assets increased by P212 million or 31.7% from P671 million at the close of 2020
to P883 million as at June 30, 2021 due mainly to prepayments, input tax from purchases and
increase in supplies.

5. Property and equipment increased by P698 million or 10.3% from P6,757 million at the close
of 2020 to P7,455 million as at June 30, 2021 due mainly to capital expenditures related to
store network expansion.

6. Net deferred tax assets decreased by P33 million or 8.0% from P414 million at the close of
2020 to P381 million as at June 30, 2021 due mainly to the tax effect of the application of
CREATE Law with new tax rate of 25%.

7. Current liabilities amounted to P8,008 million as at June 30, 2021, up by 5.1% or P387 million
from the P7,621 million balance as at December 31, 2020. The increase was driven by trade
and other payables and income tax payable.

8. Non-current liabilities totaled P5,691 million, higher by 7.6% or P404 million from the December
31, 2020 balance of P5,287 million. The increase was mainly due to additional lease liabilities
recognized for new contracts.

Income Statement Items

1. Net sales for the six-month period ended June 30, 2021 amounted to PI 3,426 million, 48.5%
orP4,386 million higher than the P9,040 million generated during the same period in 2020.

2. Gross profit increased by 57.4% to P4,914 million for the period from the P3,122 million level
for the same period in 2020, mainly driven by the increase in sales and gross profit margin.



operating expenses increased to ̂ 3,155 million for the period, up 21.2% or P552 million from
the prior period's P2,602 million The increase is attributable mainly to the increased volume of
business particularly of Luzon branches in the second quarter and expansion-related expenses
such as trucking, salaries, outsourced services, depreciation and amortization. Non-PFRS 16
related rent expense increased by 153.3% or P56 million to P93 million in view of additional
short-term contracts.

Interest expense increased to P233 million for the period from the prior year's first six-month
period of P206 million, representing non-cash interest charged on lease liability recognized for
the period in relation to the adoption by the Company of PFRS 16 on leases.

Other income (charges) for the three months ended June 30, 2021 totaled PI 50 million, down
by 13.5% or P24 million from the PI74 million recorded in the same period of 2020 mainly due
to the decrease in interest income and net other income partially offset by increase in rent
income.

The Company's income tax expense increased by 219.7% or P295 million to end at P429
million, versus the PI 34 million incurred during the same period last year. The increase is due
mainly to higher taxable income partly offset by the lower income tax rate. The retroactive
application of the new corporate income tax rate also resulted in the recognition of a one-time
tax expense to account for the revaluation of the deferred tax asset account.

PART ll-OTHER INFORMATION

The issuer may, at its option, report under this item any information not previously reported in a report
on SEC Form 17-C. If disclosure of such information is made under this Part II, it need not be repeated
in a report on Form 17-C which would othen/vise be required to be filed with respect to such information
or in a subsequent report on Form 17-Q.



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.

July 28, 2021

WILCON DEPOT, INC.

LORRAINE BEI^-CINCOCHAN
Pr^ident -CEO

MARKV\NDREWY. BELO

Treasurer
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WILCON DEPOT, INC.

Doing Business under the Name and Style of

WILCON DEPOT and WILCON HOME ESSENTIALS

(A Subsidiary of WILCON CORPORATION

Doing Business under the Name and Style of WILCON CITY CENTER)

UNAUDITED INTERIM STATEMENTS OF FINANCIAL POSITION

AS AT JUNE 30, 2021 AND DECEMBER 31,2020

2021 2020

Note Unaudited Audited

ASSETS

Current Assets

Cash and cash equivalents 5 PI,128,874,921 PI,854,893,411

Short-term Investments 6 3,093,022,060 2,755,969,767

Trade and other receivables 7 938,109,861 416,198,536

Merchandise inventories 8 9,131,731,853 8,692,127,615

Other current assets 9 883,054,620 670,615,142

Total Current Assets 15,174,793,315 14,389,804,471

Noncurrent Assets

Property and equipment 10 7,455,046,429 6,757,351,004

Right-of-use assets 11 6,358,453,258 6,280,165,526

Net deferred tax assets 19 381,099,808 414,219,401

Other noncurrent assets 12 394,599,661 376,075,576

Total Noncurrent Assets 14,589,199,156 13,827,811,507

P29,763,992,471 P28,217,615,978

LIABIimESAND EQUITY

Current Liabilities

Trade and other payables 13 P6,115,182,914 P5,578,277,870

Income tax payable 220,315,045 205,319,302

Current portion of lease liabilities 11 1,672,531,545 1,837,560,851

Current portion of long-term debt 14 20,000 20,000

Total Current Liabilities 8,008,049,504 7,621,178,023

Noncurrent Liabilities

Lease liabilities - net of current portion 11 5,346,738,357 4,949,331,695

Net retirement liability 15 344,105,716 337,412,956

Total Noncurrent Liabilities 5,690,844,073 5,286,744,651

Total Liabilities 13,698,893,577 12,907,922,674

Equity

Capital stock 16 4,099,724,116 4,099,724,116

Additional paid-in capital 5,373,738,427 5,373,738,427

Other comprehensive income 573,542 573,542

Retained earnings 6,591,062,809 5,835,657,219

Total Equity 16,065,098,894 15,309,693,304

P29,763,992,471 P28,217,615,978

See accompanying Notes to Financial Statements.



WILCON DEPOT, INC.

Doing Business under the Name and Style of

WILCON DEPOT and WILCON HOME ESSENTIALS

(A Subsidiary of WILCON CORPORATION

Doing Business under the Name and Style of WILCON CITY CENTER)

UNAUDITED INTERIM STATEMENTS OF COMPREHENSIVE INCOME

FOR THE SIX-MONTH PERIODS ENDED JUNE 30, 2021 AND 2020

Unaudited

For the Six-Month Periods

Ended June 30

For the Three-Month Periods

Ended June 30

Note 2021 2020 2021 2020

NET SALES P13,426,284,821 P9,039,952,851 P6,750,513,017 P3,449,051,311

COST OF SALES 8 (8,512,251,332) (5,918,369,274) (4,257,880,429) (2,218,295,108)

GROSS INCOME 4,914,033,489 3,121,583,577 2,492,632,588 1,230,756,203

OPERATING EXPENSES 17 (3,154,573,715) (2,602,338,023) (1,603,010,208) (1,169,609,179)

INTEREST EXPENSE 14 (233,011,068) (206,295,572) (116,651,092) (104,127,073)

OTHER INCOME-Net 18 150,303,304 173,697,867 81,548,059 71,793,508

INCOME BEFORE INCOME TAX 1,676,752,010 486,647,849 854,519,347 28,813,459

INCOME TAX EXPENSE (BENEFIT)

Current

Deferred

19

396,259,933

33,119,593

175,825,068

(41,536,506)

230,540,105

(18,987,110)

24,371,264

(19,424,195)

429,379,526 134,288,562 211,552,995 4,947,069

NET INCOME 1,247,372,484 352,359,287 642,966,352 23,866,390

OTHER COMPREHENSIVE LOSS

Item to be reclassifled to profit or loss -

Unrealized loss on fair value changes of

investment in retail treasury bond

Item not to be reclassifled to profit or

loss-

Remeasurement loss on retirement

liability, net of deferred income tax

6 - (3,196,976)

(1,845,210)

- (414,346)

(1,845,210)
- (5,042,186) - (2,259,556)

TOTAL COMPREHENSIVE INCOME Pl,247,372,484 R347,317,101 P642,966,352 21,606,834

BASIC AND DILUTIVE EARNINGS PER

SHARE 22 P0.30 R0.09 P0.16 PO.Ol

See accompanying Notes to Financial Statements.



WILCON DEPOT, INC.

Doing Business under the Name and Style of

WILCON DEPOT and WILCON HOME ESSENTIALS

(A Subsidiary of WILCON CORPORATION
Doing Business under the Name and Style of WILCON CITY CENTER)

UNAUDITED INTERIM STATEMENTS OF CHANGES IN EQUITY

FOR THE SIX-MONTH PERIODS ENDED JUNE 30,2021 AND 2020

Unaudited

Note 2021 2020

CAPITAL STOCK 16 P4,099,724,116 R4,099,724,116

ADDITIONAL PAID-IN CAPITAL 5,373,738,427 5,373,738,427

OTHER COMPREHENSIVE INCOME

Cumulative Remeasurement Gains on Retirement Liability

Balance at beginning of period

Remeasurement loss net of deferred income tax

573,542 59,752,205

(1,845,210)

Balance at end of period 573,542 57,906,995

Cumulative Unrealized Gain (Loss) on Fair Value Changes of
Investment in Retail Treasury Bond

Balance at beginning of period

Unrealized loss 6

- 3,523,133

(3,196,976)

Balance at end of period - 326,157

573,542 58,233,152

RETAINED EARNINGS

Balance at beginning of period
Net income

Cash dividends 16

5,835,657,219

1,247,372,484

(491,966,894)

5,124,763,781

352,359,287

(737,950,341)

Balance at end of period 6,591,062,809 4,739,172,727

P16,065,098,894 P14,270,868,422

See accompanying Notes to Financial Statements.



WILCON DEPOT, INC.

Doing Business under the Name and Style of

WILCON DEPOT and WILCON HOME ESSENTIALS

(A Subsidiaiy of WILCON CORPORATION

Doing Business under the Name and Style of WILCON CITY CENTER)

UNAUDITED INTERIM STATEMENTS OF CASH FLOWS

FOR THE SIX-MONTH PERIODS ENDED JUNE 30,2021 AND 2020

Unaudited

Note 2021 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Income before Income tax Pl,676,752,010 12486,647,849

Adjustments for:

Depreciation and amortization 10 1,032,470,868 856,470,921

interest expense 14 233,011,068 206,295,572

Interest income 5 (16,620,316) (39,019,612)

Retirement benefits 15 21,965,222 16,746,493

Provision for impairment losses on receivables 7 3,703,025 4,612,063

Rent concession (1,863,170) -

Gain on sale of property and equipment - (54,911)

Operating income before working capital changes 2,949,418,707 1,531,698,375

Decrease (Increase) in:

Trade and other receivables (522,274,871) (47,085,564)
Merchandise inventories (439,604,238) (189,641,987)
Other current assets (226,518,801) 17,762,349

Increase (Decrease) in trade and other payables 536,905,085 (409,207,308)

Net cash generated from operations 2,297,925,882 903,525,865

Income tax paid (367,184,869) (431,262,410)
Contributions to retirement plan 15 (15,272,462) (38,895,156)
Interest received from cash in banks 585,320 907,311

Retirement benefits paid 15 - (1,159,107)

Net cash provided by operating activities 1,916,053,871 433,116,503

CASH FLOWS FROM INVESTING ACTIVITIES

Additions to:

Property and equipment 10 (1,137,856,645) (808,523,411)
Computer software 12 (16,791,838) (19,306,588)

Decrease (increase) in:

Short-term investments (337,052,293) 210,017,665
Advances to contractors (6,132,340) 160,255,753

Other noncurrent assets (1,526,647) (1,058,849)
Interest received from investments 12,695,517 55,102,175

Net proceeds from sale of investment in retail treasury bonds - 2,250,000,000

Net proceeds from disposal of property and equipment 10 - 200,000

Net cash provided by (used in) investing activities (1,486,664,246) 1,846,686,745

(Forward)



2-

Unaudited

Note 2021 2020

CASH FLOWS FROM FINANCING ACTIVITIES

Payments of:

Lease liabilities

Cash dividend

Interest on long-term debt

11 (P663,440,829)

(491,966,894)

(392)

(P579,593,959)
(737,950,341)

(358)

Cash used in financing activities (1,155,408,115) (1,317,544,658)

NET INCREASE (DECREASE) IN CASH

AND CASH EQUIVALENTS (726,018,490) 962,258,590

CASH AND CASH EQUIVALENTS

AT BEGINNING OF PERIOD 1,854,893,411 1,462,042,311

CASH AND CASH EQUIVALENTS

AT END OF PERIOD 5 Pl,128,874,921 P2,424,300,901

See accompanying Notes to Financial Statements.



WILCON DEPOT, INC.

Doing Business under the Name and Style of

WILCON DEPOT and WILCON HOME ESSENTIALS

(A Subsidiary of WILCON CORPORATION
Doing Business under the Name and Style of WILCON CITY CENTER)

NOTES TO FINANCIAL STATEMENTS

1. Corporate Information

WILCON DEPOT, INC. Doing Business underthe Name and Style of WILCON DEPOT and WILCON HOME

ESSENTIALS (the Company) was incorporated in the Philippines and registered with the Securities and
Exchange Commission (SEC) on December 17,2015. The Company is engaged in buying and selling of
all kinds of goods, commodities, wares and merchandise at wholesale and retail.

The Company is a subsidiary of WILCON CORPORATION Doing Business underthe Name and Style of
WILCON CITY CENTER (the Parent Company), a holding company incorporated in the Philippines.
The Parent Company is primarily engaged in acquiring and investing stock or securities of government
agencies or public or private corporation, and in personal property of all kinds. The ultimate parent

company is LIAM ROS HOLDINGS INC., a holding company incorporated in the Philippines.

On June 30, 2017, the 1,393,906,200 common shares of the Company were listed in the Philippine
Stock Exchange (PSE) at an offer price of PS.OS a share. Net proceeds from the Initial Public Offering
(IPO) amounted to P6,749.3 million, net of offer expenses of P289.9 million (see Notes 4 and 16).

The registered office address of the Company is at No. 90 E. Rodriguez Jr. Avenue, Brgy. Ugong Norte,
Quezon City.

2. Summary of Significant Accounting Policies

Basis of Preparation and Statement of Compliance

The financial statements of the Company have been prepared in accordance with Philippine Financial
Reporting Standards (PFRS). This financial reporting framework includes PFRS, Philippine Accounting
Standards (PAS) and Philippine Interpretations from International Financial Reporting Interpretations
Committee (IFRIC) issued by the Philippine Financial Reporting Standards Council and adopted by the
SEC, including the SEC provisions.

The significant accounting policies used in the preparation of the financial statements have been
consistently applied to all the years presented, unless otherwise stated.

Measurement Bases

The financial statements have been presented in Philippine Peso, which is the functional currency of
the Company. All amounts are in absolute values, unless otherwise stated.

The financial statements of the Company have been prepared on the historical cost basis of
accounting, except for investment in retail treasury bond (RTB) that is measured at fair value, net
retirement liability that is carried at the aggregate of the present value of the defined benefit
obligation and the fair value of plan assets and lease liabilities that are initially carried at the present
value of minimum lease payments. Historical cost is generally based on the fair value of the
consideration given in exchange for an asset and change in fair value of the consideration received in
exchange for incurring a liability.



Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The Company uses valuation
techniques that are appropriate in the circumstances and for which sufficient data are available to

measure fair value, maximizing the use of relevant observable inputs and minimizing the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are

categorized within the fair value hierarchy, described as follows, based on the lowest level input that
is significant to the fair value measurement as a whole:

Level 1 - Quoted (unadjusted) market prices in active market for identical assets or liabilities.

Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value

measurement is directly or indirectly observable.

Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

For assets and liabilities that are recognized in the financial statements on a recurring basis,
the Company determines whether transfers have occurred between levels in the hierarchy by
re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting year.

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities
on the basis of the nature, characteristics and risks of the asset or liability and the level of the fair
value hierarchy as explained in the foregoing.

Further information about the assumptions made in measuring fair value is included in the following
notes:

•  Note 6, Investments

•  Note 24, Fair Value of Financial instruments

Amended PFRS Issued but Not yet Effective

Relevant amended PFRS, which are not yet effective for six-month periods ended June 30, 2021 and
have not been applied in preparing the financial statements, are summarized below.

Effective for annual period beginning on or after January 1, 2022:

•  Amendments to PAS 16, Property, Plant and Equipment - Proceeds before intended Use - The
amendments prohibit deducting from the cost of property, plant and equipment any proceeds
from selling items produced while bringing that asset to the location and condition necessary
for its intended use. instead, the proceeds and related costs from such items shall be recognized
in profit or loss. The amendments must be applied retrospectively to items of property, plant
and equipment made available for use on or after the beginning of the earliest period presented
when an entity first applies the amendment.
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•  Amendments to PAS 37, Onerous Contracts - Cost of Fulfilling a Contract - The amendments
clarify that for the purpose of assessing whether a contract is onerous, the cost of fulfilling a

contract comprises both the incremental costs of fulfilling that contract and an allocation of
costs directly related to contract activities.

The amendments apply to contracts existing at the date when the amendments are first applied.
At the date of initial application, the cumulative effect of applying the amendments is recognized
as an opening balance adjustment to retained earnings or other components of equity.
Accordingly, the comparatives are not restated. Earlier application is permitted.

Annual Improvements to PFRS 2018 to 2020 Cycle:

•  Amendments to PFRS 9, Financial Instruments - Fees in the '10 per cent Test for Derecognition

of Financial Liabilities - The amendment clarifies which fees an entity includes when it applies
the '10 per cent' test in assessing whether to derecognize a financial liability (i.e. whether the
terms of a new or modified financial liability is substantially different from the terms of the
original financial liability). These fees include only those paid or received between the borrower
and the lender, including fees paid or received by either the borrower or the lender on the
other's behalf. The amendments apply to financial liabilities that are modified or exchanged on
or after the beginning of the annual reporting period in which the entity first applies the
amendments. Earlier application is permitted.

•  Amendments to PFRS 16, Leases - Lease Incentives - The amendment removes from the

Illustrative Example 13 the illustration of the reimbursement of leasehold improvements by the
lessor. The objective of the amendment is to avoid any potential confusion regarding the
treatment of lease incentives because of how the requirements for lease incentives are
illustrated.

Under prevailing circumstances, the adoption of the foregoing amended PFRS will not have a material
effect on the financial statements of the Company. Additional disclosures will be included in the
financial statements, as applicable.

Financial Instruments

Date of Recognition. The Company recognizes a financial asset or liability in the statement of financial
position when the Company becomes a party to the contractual provisions of a financial instrument.

Initial Recognition and Measurement Financial instruments are recognized initially at fair value of
the consideration given (in the case of an asset) or received (in the case of a liability). The initial
measurement of all financial instruments, except for financial instruments classified as fair value
through profit or loss (FVPL), includes transaction cost.


