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EXPLANATION ON THE AGENDA ITEMS

1.

2,

Call to Order. The Chairman of the meeting will call the meeting to order.

Certification of Notice and of Quorum. The Corporate Secretary will certify that the Notice of
the meeting was made available to the Company’s stockholders and confirm whether a quorum
exists for the transaction of business. The rules of conduct and voting procedures will also be
briefly outlined.

Approval of the Minutes of the Annual Stockholders’ Meeting held on 20 August 2020.
The minutes are available on the Company’s website and attached as Annex C to the
Information Statement made available to the stockholders. A resolution approving the minutes
will be presented to the stockholders for approval.

Report of the President and Chief Executive Officer. The Chairman will deliver his message
to the stockholders, then the President and Chief Executive Officer will report on the Company’s
performance for 2020.

Presentation of the Audited Financial Statements for the Year Ended 31 December 2020.
The Annual Report, containing the Audited Financial Statements as of 31 December 2020, is
attached as Annex D to the Information Statement. A resolution for the approval of the Audited
Financial Statements as of 31 December 2020 will be presented to the stockholders.

Ratification of Acts of the Board of Directors and Management for 2020. A resolution
ratifying all the acts of the Company’s Board, Board committees, and officers, since the Annual
Stockholders’ meeting on 20 August 2020 until the 2021 Annual Stockholders’ Meeting, will be
presented to the stockholders for their approval.

Proposed Amendments to the Third and Fourth Articles of the Amended Articles of
Incorporation to Reflect the New Principal Office and the Perpetual Corporate Term of
the Company. The proposed amendment to the Third Article of the Company’s Amended
Articles of Incorporation to reflect the change in the Company’s principal office address, from
Km. 29 National Road, Brgy. Tunasan, Muntinlupa City to the 26th Floor, Filinvest Axis Tower
Two Building, Northgate Cyberzone, Filinvest City, Alabang, Muntinlupa City, will be presented
to the stockholders. The proposed amendment to the Fourth Article of the Company’s
Amended Atrticles of Incorporation to reflect the change in the Company’s corporate term, from
fifty (50) years to a perpetual corporate term as provided under the Revised Corporation Code
and Securities and Exchange Commission (“SEC”) Memorandum Circular (“MC”) No. 22,
Series of 2020, will be presented to the stockholders.

Election of Directors for 2021 to 2022. The nominees for election to the Company’s Board of
Directors for the year 2021 to 2022 will be presented to the stockholders, and the Nomination
and Governance Committee will confirm that it has ascertained their qualification for election to
the Board of Directors. The nominees are as follows:

PARINYA KITJATANAPAN
OSCAR S. REYES (Independent Director)
RAFAEL M. ALUNAN Il (Independent Director)

1 FREDERICK D. ONG
2 YONGSANG YOU

3 YUN GIE PARK

4 HYO JIN SONG

5 JAY BUCKLEY

6 YUAN WANG

7

8

9

A resolution for the election of the members of the Board of Directors will be presented to the
stockholders for approval.

Appointment of External Auditor for 2021 to 2022. The re-appointment of R.G. Manabat &
Co. (KPMG Philippines) as the external auditor for the year 2021 to 2022 will be endorsed to



the stockholders for ratification. A resolution for the appointment of the external auditor will be
presented to the stockholders for approval.

10. Other Matters. Stockholders may raise other matters that were not raised throughout the
course of the meeting. Further, questions from stockholders will be read and addressed by
Management.

11. Adjournment. After all agenda items have been considered and resolved, the Chairman shall
declare the meeting adjourned.



A. GENERAL INFORMATION

Iltem 1. Date, time and place of meeting of security holders.

Date: 29 June 2021
Time: 9:00 a.m.

The Annual Stockholders’ Meeting of Pepsi-Cola Products Philippines, Inc. (the “Company”) shall be
conducted via remote communications, and accessible through
https://lwww.pepsiphilippines.com/AnnualStockholdersMeeting2021 by stockholders who will register to
participate in the meeting following the procedures set out in Part C, Item 18 and Annex A of this
Information Statement.

Notices of the meeting were published on newspapers of general circulation on 25 May 2021 and 26
May 2021. Notices of the meeting and copies of this Information Statement may be accessed by the
stockholders beginning 08 June 2021 at the Company’s website, https://pepsiphilippines.com/investor-
relations-disclosures.

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

Nevertheless, should you be unable to attend the meeting but would like to be represented thereat,
please submit your proxies to the Corporate Secretary, care of Pepsi-Cola Products Philippines, Inc.,
Km. 29 National Road, Tunasan, Muntinlupa City or by email to corporatesecretary@pcppi.com.ph. A
proxy form is attached to the Notice and Agenda attached to this Information Statement. For
stockholders that are partnerships, corporations or associations, please submit, together with your
proxy, a sworn certification of your resolutions evidencing authority of your designated proxy and
signatories. The deadline for submission of proxies and certifications is on 26 June 2021, 5:00 p.m.

Item 2. Dissenters' Right of Appraisal

Under Section 80 of the Revised Corporation Code, the following are the instances when a stockholder
may exercise his appraisal right:

1. In case an amendment to the articles of incorporation has the effect of changing or restricting
the rights of any stockholder or class of shares, or of authorizing preferences in any respect
superior to those of outstanding shares of any class, or of extending or shortening the term of
corporate existence;

2. In case of sale, lease, exchange, transfer, mortgage, pledge or other disposition of all or
substantially all of the corporate property and assets of the Company;

3. In case of merger or consolidation; and

4. In case of investment of funds by the Company in any other corporation or business or for any
purpose other than the primary purpose for which the Company was organized.

At the Annual Stockholders’ Meeting of the Company, the amendment to the Fourth Article of the
Company’s Amended Articles of Incorporation to reflect a perpetual corporate term, as approved by the
Board of Directors on 26 November 2020, will be proposed for approval of the stockholders of the
Company.

A stockholder dissenting to the amendment to the Fourth Article of the Company’s Amended Articles of
Incorporation to reflect a perpetual corporate term may exercise his appraisal right in the manner
provided in Section 81 of the Revised Corporation Code, and as outlined below:



(a) The stockholder must have voted against the proposed corporate action in order to avail himself
of the appraisal right.

(b) The dissenting stockholder shall make a written demand on the Company for payment of the
fair value of his shares within thirty (30) days after the date on which the vote was taken. The
failure of the stockholder to make the demand within such period shall be deemed a waiver of
his appraisal right.

(c) If the proposed corporate action is implemented or effected, the Company shall pay to such
dissenting stockholder, upon surrender of the certificates(s) of stock representing his shares,
the fair value thereof as of the day before the Annual Stockholders’ Meeting, excluding any
appreciation or depreciation in anticipation of such corporate action, provided the Company has
unrestricted retained earnings. If the fair value of the shares cannot be agreed upon, the
provisions of Section 81 of the Revised Corporation Code shall be complied with.
Notwithstanding the foregoing, no payment shall be made unless the Company has unrestricted
retained earnings to cover such payment.

(d) Upon payment of the agreed or awarded price, the stockholder shall forthwith transfer his
shares to the Company.
Iltem 3. Interest of Certain Persons in or Opposition to Matters to be Acted Upon
No director or officer of the Company, or candidate for election as director of the Company, or associate
of any of the foregoing persons, has any substantial interest, direct or indirect, in any of the matters to
be acted upon in the Annual Stockholders’ Meeting other than election to office.
No director has informed the Company of his opposition to any matter to be acted upon during the

Annual Stockholders’ Meeting.

B. CONTROL AND COMPENSATION INFORMATION

Iltem 4. Voting Securities and Principal Holders Thereof

The total number of shares of the Company outstanding and entitled to vote in the Annual Stockholders’
Meeting is Three Billion Six Hundred Ninety-Three Million Seven Hundred Seventy-Two Thousand Two
Hundred Seventy-Nine (3,693,772,279) common shares." As of 12 May 2021, the total number of
common shares of the Company owned by foreign stockholders is Three Billion Six Hundred Sixty-
Eight Million Five Hundred One Thousand Two Hundred Eighty-One (3,668,501,281) common shares,
or approximately 99.32% of the Company’s total outstanding capital stock.

The record date for purposes of determining the stockholders entitled to notice of and to vote at the
Company’s Annual Stockholders’ Meeting is 9:00 a.m. on 29 May 2021. Each stockholder shall be
entitled to one (1) vote for each common share of stock held as of the record date.?

Holders of the common shares of stock of the Company are entitled to vote on all matters to be voted
upon by the stockholders. Stockholders entitled to vote are also entitled to cumulative voting in the
election of directors. Section 23 of the Revised Corporation Code states: “...In stock corporations,
stockholders entitled to vote shall have the right to vote the number of shares of stock standing in their
own names in the stock books of the corporation at the time fixed in the bylaws or where the bylaws
are silent, at the time of the election. The said stockholder may: (a) vote such number of shares for as
many persons as there are directors to be elected; (b) cumulate said shares and give one (1) candidate
as many votes as the number of directors to be elected multiplied by the number of his shares owned;
or (c) distribute them on the same principle among as many candidates as may be seen fit...”?

' This material information on the current stockholders is presented in compliance with Section 49 of the Revised Corporation

Code.

2 This material information on the current stockholders’ voting rights is presented in compliance with Section 49 of the Revised

Corporation Code.

3 This material information on the current stockholders’ voting rights is presented in compliance with Section 49 of the Revised
5



On 05 April 2021, the Board of Directors of the Company approved and authorized voting through
remote communication or in absentia at the Annual Stockholders’ Meeting in accordance with Sections
23 and 57 of the Revised Corporation Code. Stockholders participating via remote communication or
those who intend to vote in absentia may vote electronically following the procedures set out in Part C,
Items 17 and 18, and Annex A of this Information Statement. A stockholder voting electronically in
absentia shall be deemed present for purposes of quorum.*

Security Ownership of Record and Beneficial Owners of at Least 5% of Securities as of 12 May
2021

Name and Address of Record Name of

Title of . L Beneficial Owner| ... . |Number of Shares
Class Owner and Relationship with and relationship Citizenship Held Percentage
Issuer .
with record owner|
Direct Direct
1,4 1 2 .88Y
Lotte Corporation® 436,315,93 38.88%
Common Iéggeo\llgcr:::)dic-rrzwgzngpa gu Lotte Corporation Korean Indirect Indirect
-ro, - 6 o
shares Seoul, 05551 South Korea 123,074,500 3.34%
Relationship — stockholder Total Total

1,559,390,4327 | 42.22%

Lotte Chilsung Beverage Co.

Ltd.2

Common | 4t & 5" FI., Lotte Castle Gold,
shares | 269 Olympic-ro, Songpa-gu,

Seoul, South Korea

Relationship — stockholder

Lotte Corporation Korean 1,135,689,701° 30.75%

Quaker Global Investments
Common | B.V.10

shares | Zonnebaan 35, 3542 EB Utrecht
The Netherlands

PepsiCo, Inc." Dutch 923,443,071 25.00%

Corporation Code.

4 This material information on the current stockholders’ voting rights is presented in compliance with Section 49 of the Revised
Corporation Code.

5 Lotte Corporation is a corporation duly organized and existing under and by virtue of the laws of Korea with principal office at
Lotte World Tower, 300 Olympic-ro, Songpa-gu, Seoul, 05551, South Korea. Based on the beneficial ownership declaration
attached to the Company’s General Information Sheet filed on 15 April 2021, Lotte Corporation’s Chief Executive Officer, Yongdok
Song, is named as the beneficial owner, under category | of the beneficial ownership declaration form (provided under SEC
Memorandum Circular No. 15, Series of 2020) indirectly holding 73.58% of the outstanding capital stock of the Company, held
through its affiliate, Lotte Chilsung.

 These shares are indirectly held through the PCD Nominee Corporation (Non-Filipino).

7 On 23 October 2020, Lotte Corporation executed a Deed of Assignment in favor of Lotte Chilsung Beverage Co. Ltd. (“Lotte
Chilsung”) covering 1,559,390,432 of the Company’s shares (representing 42.22% of the Company’s total issued and outstanding
shares). However, the transfer to Lotte Chilsung’s name can only be recorded in the books of the Company once the necessary
documentary requirements have been presented.

8 Lotte Chilsung is a corporation duly organized and existing under the laws of the Republic of Korea with principal office address
at 4" & 5" FI., Lotte Castle Gold, 269 Olympic-ro, Songpa-gu, Seoul, South Korea. Lotte Chilsung Beverage Co. Ltd. is a
subsidiary of Lotte Corporation. Based on the SEC Form 19-1 (Tender Offer Report) filed by Lotte Chilsung on 11 December
2020, Lotte Chilsung is a subsidiary of Lotte Corporation, which owns 26.54% of the total issued and outstanding capital stock of
Lotte Chilsung. As explained in note 5, the beneficial owner of Lotte Corporation is disclosed as its Chief Executive Officer,
Yongdok Song.

% This number does not include (a) the 1,559,390,432 shares transferred by Lotte Corporation to Lotte Chilsung through a Deed
of Assignment dated 23 October 2020, and (b) the 25,577,805 shares tendered to Lotte Chilsung during the tender offer
conducted from 16 September 2020 to 10 November 2020, as these shares have not been transferred in the name of Lotte
Chilsung in the books of the Company pending the submission of the necessary documentary requirements.

0 Quaker Global Investments B.V. is a corporation duly organized and existing under and by virtue of the laws of the Netherlands
with principal office at Zonnebaan 35, 3542 EB Utrecht, The Netherlands.

" Based on the beneficial ownership declaration attached to the Company’s General Information Sheet filed on 15 April 2021,
PepsiCo, Inc.’s Chief Executive Officer, Ramon Laguarta, is named as the beneficial owner, under category | of the beneficial
ownership declaration form (provided under SEC Memorandum Circular No. 15, Series of 2020) indirectly holding 25.00% of the
outstanding capital stock of the Company (through Quaker Global Investments B.V.).
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. Name and Address of Record N:ar:ne of
Title of . . . Beneficial Owner| ... . |Number of Shares
Owner and Relationship with . . | Citizenship Percentage
Class I and relationship Held
ssuer .
\with record owner
Relationship — stockholder
PCD Nominee Corporation
(Non-Filipino)'2
Common 37" Floor, The Enterprise Please refer to _
shares Center footnote Non-Filipino 158,951,170"3 4.3%
Ayala Avenue, Makati City
Relationship — please refer to
footnote
PCD Nominee Corporation
(Filipino)™
37t Floor, The Enterprise
C:h”;:gzn Center ]fc’)'st"ﬁ;efer to Filipino 7,609,223 0.21%
Ayala Avenue, Makati City
Relationship — please refer to
footnote
Security Ownership of Management as of 12 May 2021
Amount &
Title of Class Name and Address of Owner gaturg ?f Citizenship Percent
eneficial of Class
Ownership
Oscar S. Reyes
Common Chairman of thg Board and o
shares Independent Director 300,001* Filipino 0.01%
Room 2504, 25/F, 139 Corporate Center
Valero St., Salcedo Village, Makati City
Frederick D. Ong
Common Director, President and CEO . e
shares c/o Km. 29, National Road 1 Filipino 0.00%
Tunasan, Muntinlupa City
Yongsang You
Common Director .
shares c/o Km. 29, National Road 1 Korean 0.00%
Tunasan, Muntinlupa City
Younggoo Lee
Common Director .
shares c/o 5 Fl. Qastle Plaza, Lotte Castle Gold 1 Korean 0.00%
7-18, Shinchun-Dong, Songpa-Gu
Seoul, Korea 138-727
Tae Hyeon Kim
Common Director . o
shares c/o 15/F World Tower BD, 558 Songpa- L Korean 0.00%
daero, Songpa-Gu Seoul, Korea 05510
Common | Jay Buckley 1% Australian | 0.00%
shares Director

2 PCD Nominee Corporation is the registered owner of shares beneficially owned by participants in the Philippine Central
Depository, Inc. (“PCD”), a private company organized to implement an automated book entry system of handling securities
transactions in the Philippines. While PCD Nominee Corporation is the registered owner of the shares in the Corporation’s books,
the beneficial ownership of such shares pertains to PCD participants (brokers) and/or their non-Filipino clients, whether individuals
or corporations, in whose names these shares are recorded in their respective books. Under PCD procedures, when an issuer of
a PCD-eligible issue will hold a stockholders’ meeting, PCD will execute a pro-forma proxy in favor of the participants for the total
number of shares in their respective principal securities account, as well as for the total number of shares in their client securities
account. For shares held in the principal securities account, the participant is appointed as proxy with full voting rights and powers
as registered owner of such shares. For shares held in the client securities account, the participant is appointed as proxy with
the obligation to constitute a sub-proxy in favor of its clients with full voting and other rights for the number of shares beneficially
owned by them.

3 Of this number, 123,074,500 shares of the Company are held indirectly by Lotte Corporation. Without Lotte Corporation’s
shareholdings, PCD Nominee Corporation (Non-Filipino) has 35,876,670 shares, representing 0.97% of the Company’s total
issued and outstanding shares.
4 Same as footnote 12 above except that the beneficial ownership of shares registered in the name of PCD Nominee Corporation
pertains to PCD participants (brokers) and/or their Filipino clients, whether individuals or corporations, in whose names these
shares are recorded in their respective books.

7



Amount &
Title of Class Name and Address of Owner Naturg .°f Citizenship Percent
Beneficial of Class

Ownership

c/o Suites 1703-8, Tower Two
1 Matheson Street, Causeway Bay, HK
Parinya Kitjatanapan
Director
c/o 622 Emporium Tower 1* Thai 0.00%
17/F Sukhumvit Road, Klongton
Klongtoey, Bangkok, Thailand
Yuan Wang
Common Director 1
shares 7380 W Sand Lake Rd #230, Orlando, FL
32819 USA
Rafael M. Alunan Il
Common Independent Director
shares No.63 9" Street
New Manila, Quezon City
Jin Man Kim
EVP, Strategic Supply Chain &
Operations 0 Korean 0.00%
c/o Km. 29, National Road
Tunasan, Muntinlupa City
Vishal Malik**
Senior Vice-President and
Common Chief Financial Officer / Chief Audit
shares Executive
c/o Km. 29 National Road
Tunasan, Muntinlupa City
Francis S. Moral
Common Senior Vice-President, National Sales 0
shares c/o Km. 29 National Road
Tunasan, Muntinlupa City
Ma. Vivian A. Cheong
Common Senior Vice-President, Human Resources
shares c/o Km. 29 National Road
Tunasan, Muntinlupa City
Dong Geol Yoon**
Senior Vice-President / Chief Strategy
Officer 0 Korean 0.00%
c/o Km. 29 National Road
Tunasan, Muntinlupa City
Carina Lenore S. Bayon
Vice President for Legal and Government
Common Affairs/ Compliance Officer / Data
shares Protection Officer
c/o Km. 29 National Road
Tunasan, Muntinlupa City
Kristine Ninotschka L. Evangelista
Corporate Secretary
c/o 30/F 88 Corporate Center 0 Filipino 0.00%
Sedefio corner Valero Streets
Salcedo Village, Makati City
Julia Patricia C. Herrera-Lim
Assistant Corporate Secretary
c/o 30/F 88 Corporate Center 0 Filipino 0.00%
Sedefio corner Valero Streets
Salcedo Village, Makati City
* Each of the Directors is the registered owner of at least one qualifying share.
** The assumption of the respective roles of Messrs. Malik and Yoon in the Company is subject to the issuance of the relevant
permits.

Common
shares

American 0.00%

1* Filipino 0.00%

Common
shares

0 Indian 0.00%

Filipino 0.00%

0 Filipino 0.00%

Common
shares

0 Filipino 0.00%

Common
shares

Common
shares

The aggregate shareholdings of Directors and key officers as of 12 May 2021 are 300,009 shares which
is approximately 0.000081% of the Company’s outstanding capital stock.



Changes in Control

The Company is not aware of any voting trust agreement or any other similar agreement which may
result in a change in control of the Company.

Certain Relationships and Related Transactions

Please refer to Note 23 (Related Party Transactions) to the Audited Financial Statements for the year
ending 31 December 2020 [attached as Exhibit Il of Annex D or the SEC Form 17-A (Annual Report)]
for details on related party transactions.

Except for the transactions discussed in Note 23 (Related Party Transactions) to the Audited Financial
Statements for the year ending 31 December 2020, there were no other material related party
transactions during the last three financial years, nor are there any material transactions currently
proposed between the Company and its stockholders, directors, key management personnel, or other
parties over which the Company has the ability to exercise control or significant influence in making
financial and operating decisions.

Iltem 5. Directors and Executive Officers

Term of office

Directors elected during the Annual Stockholders’ Meeting will hold office for one (1) year until their
successors are duly elected and qualified as set out in Article Ill, Section 1 of the Company’s By-Laws.

Directors

As of 21 May 2021, the following are the names, ages, and citizenship of the incumbent Directors,
including Independent Directors, of the Company, as well as the year they were first elected:

. . Year First
Name Age | Citizenship Elected
Frederick D. Ong 55 Filipino 2020
Yongsang You 52 Korean 2015
Younggoo Lee 58 Korean 2017
Parinya Kitjatanapan 56 Thai 2020
Tae Hyeon Kim 55 Korean 2018
Jay Buckley 43 Australian 2019
Yuan Wang* 40 American 2021
Rafael M. Alunan Il (Independent Director) 73 Filipino 2007
Oscar S. Reyes (Independent Director) 74 Filipino 2007

* Replaced Mr. Samir Moussa, who resigned effective 28 February 2021.

Executive Officers

As of 21 May 2021, the following are the names, ages, positions, and citizenship of the incumbent
executive officers of the Company, as well as the year they assumed their respective positions:

Year
Name Age | Citizenship Position Position
was
Assumed
Frederick D. Ong 55 Filipino President and Chief Executive 2020
Officer
. . Executive Vice President, Strategic
Jin Man Kim 52 Korean Supply Chain & Operations 2019
Vishal Malik* 52 Indian Senior Vice-President and Chief 2020
Financial Officer/




Year

Name Age | Citizenship Position Position
was
Assumed
Chief Audit Executive
Francis S. Moral 44 Filipino Senior Vlce-PSreS|dent, National 2021
ales
Ma. Vivian A. 53 Filipino Senior Vice-President, Human 2016
Cheong Resources
Dong Geol Yoon* 43 Korean Senior Vice-President and 2021

Chief Strategy Officer
Vice President for Legal and
Carina Lenore S. Government Affairs/ 2020

Bayon 51 Filipino Compliance Officer/
Data Protection Officer
Kristine Ninotschka I
L. Evangelista 47 Filipino Corporate Secretary 2018
Julia Patricia C. 28 Filipino Assistant Corporate Secretary 2019

Herrera-Lim
*The assumption of the respective roles of Messrs. Malik and Yoon in the Company is subject to the issuance of the
relevant permits.

Background Information and Business Experience

The background information and business experience of the incumbent Directors and executive officers
for the last five (5) years are as follows:

Directors:

FREDERICK D. ONG

Mr. Ong is an Executive Director and the incumbent President and Chief Executive Officer of the
Company. He has more than 25 years of experience in the fast-moving consumer goods (FMCG)
industry. Mr. Ong has assumed senior roles, such as Commercial, General Manager and Regional
(SEA and Asia) Marketing and Sales leadership roles. He has experience in the following industries:
food, beverage, quick service restaurant (QSR), personal care, pharmaceutical, consumer electronics
and automotive. He has worked with companies such as Nestle, Coca-Cola, Johnson & Johnson,
Reckitt Benckiser, and Samsung. Prior to joining PCPPI, Mr, Ong worked with the Yokohama Group
of companies where he held various executive and Board positions from 2015 to 2019. Mr. Ong holds
a bachelor’s degree in Economics from the Ateneo de Manila University.

YONGSANG You

Mr. You is a non-Executive Director of the Company. He was the Company’s Chief Executive Officer
from 2015 until his resignation from this post on 16 February 2020, and the Company’s Managing
Director from 16 February 2020 until his resignation from this post on 19 June 2020. Previously, Mr.
You held a number of positions in Lotte Chilsung, which included being the General Manager and Head
of the Overseas Business Division, General Manager of Sales Headquarters and Business
Management, and Head of Strategic Planning Department and Purchasing Department. Mr. You holds
a Bachelor of Arts degree in Business Administration from Seongsil University.

YOUNGGOO LEE

Mr. Lee is a non-Executive Director of the Company. He is currently the Head of the Food Business
Unit of Lotte Group. Since joining the Lotte group in 1987, Mr. Lee has held numerous positions in
various Lotte companies including Lotte Aluminum Co., Ltd., Lotte Confectionery Co., Ltd., and Lotte
Corporate Headquarters. Prior to his current post, Mr. Lee was the Chief Executive Officer of Lotte
Chilsung Beverage. Mr. Lee holds an Industrial Engineering degree from Seongsil University.
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TAE HYEON Kim

Mr. Kim is a non-Executive Director of the Company. He is currently the Chief Executive Officer of Lotte-
Nestle in Korea. From the time he joined the Lotte group in 1992, he has occupied various positions in
Lotte Chilsung, such as Director of the Global Business Division of Lotte Chilsung, Director of the
Purchasing Department, Manager of the Audit & Strategy and Senior Assistance of the Corporate Audit
& Strategy departments. He also previously worked in the Lotte Corporate Headquarters as Manager
of the Corporate Audit & Strategy department.

JAY BUCKLEY

Mr. Buckley is a non-Executive Director of the Company. He is currently Senior Vice-President and
Chief Legal Counsel for PepsiCo's APAC SECTOR, comprising its foods and beverages businesses
across China, Asia Pacific, and Australia and New Zealand. He joined PepsiCo in May 2011 as General
Counsel for PepsiCo's food and beverages business in Australia and New Zealand. Prior to PepsiCo,
Mr. Buckley was with Goodman Fielder, Sydney, Australia, where he was Head Legal Counsel for
Baking and Procurement from June 2009 to April 2011. Prior to Goodman Fielder, he was an Associate
with Latham & Watkins, London, United Kingdom, from April 2007 to May 2009, and an Associate at
Linklaters, London, United Kingdom from March 2006 to April 2007. From June 2002 to March 2006,
Mr. Buckley was a Senior Associate with Corrs Chambers Westgarth, Sydney, Australia, and from July
2001 to June 2002, he was a Solicitor in Andersen Legal, Australia. Mr. Buckley holds a Bachelor of
Arts/Bachelor of Laws (Honours) and a Graduate Diploma of Legal Practice from New South Wales,
Australia, and was admitted as a Solicitor of the Supreme Court of New South Wales, Australia in
December 2001.

PARINYA KITJATANAPAN

Mr. Kitjatanapan is a non-Executive Director of the Company. He has 30 years of financial and
commercial management experience in the FMCG industry in China, Middle East, and Southeast Asia.
He joined PepsiCo, Inc. in 1988 as the Chief Financial Officer for PepsiCo’s Thailand Beverage
business and subsequently became General Manager for the country. In 2010, Mr. Kitjatanapan joined
PepsiCo China’s China team as General Manager, South Cluster, based in Guangzhou. Then in 2012,
he relocated to Shanghai to serve as Franchise Vice-President. He moved back to Thailand in 2014 to
assume Vice-President and General Manager of the Thailand Power of One business. In 2019, Mr.
Kitjatanapan was promoted to Senior Vice-President of Sales & Franchise COE for the AMENA (Asia
Middle East North Africa) sector. In 2019, he became Chief Commercial Officer for the Asia Pacific
sector.

YUAN WANG

Ms. Wang is a non-Executive Director of the Company. She is currently the Chief Financial Officer and
Vice-President of the Asia Beverages & GMD Business Unit (“BU”) of PepsiCo, Inc. and is responsible
for leading Finance Planning activities for the BU as well as overseeing strategic initiatives and
capability building for Indochina Foods BU. Ms. Wang has ~15 years of financial and commercial
management experience in the fast-moving consumer goods industry in the U.S. She joined PepsiCo
in 2014 as Senior Director of Corporate Mergers & Acquisitions, advising on high-value creation
transactions considered critical to PepsiCo’s strategic growth plans. Prior to PepsiCo, she held positions
in global financial institutions including Macquarie Capital, Barclays Capital, and Credit Suisse. Ms.
Wang holds a BA from Harvard College with Honors in Government and a Masters in International
Policy from Stanford University.

RAFAEL M. ALUNAN llI

Mr. Alunan is an Independent Director, and is the incumbent Vice Chairman of the Board of Directors,
and Chairman of the Audit Committee of the Company. He has had extensive experience in the private
and public sectors. Currently, he sits on the Boards of the Metro Global Holdings, Inc. and APC Group,
Inc. as Independent Director. He served as Secretary of Tourism during the term of President Corazon
C. Aquino, and as Secretary of Interior and Local Government during the term of President Fidel V.
Ramos. Mr. Alunan is an Eminent Fellow of the Development Academy of the Philippines; Mason
Fellow of Harvard Kennedy School of Government; and Fellow of the Institute of Corporate Governance
and Institute for Solidarity in Asia. He serves as senior adviser to Kaltimex Energy Philippines and
United Defense Manufacturing Corp. He previously sat on various boards of the Lopez Group and Sun
Life of Canada, Inc.; and Coca-Cola Amatil (Australia). He chairs the Philippine Council for Foreign
Relations and the Harvard Kennedy School of Government Alumni Association of the Philippines, Inc.
Mr. Alunan also serves as President of the Philippine Taekwondo Foundation. Mr. Alunan obtained his
double degree in Business Administration and History-Political Science from the De La Salle University,
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attended the MBA-Senior Executive Program of the Ateneo de Manila University, and obtained a
Master’'s degree in Public Administration and an Executive Education Certificate from Harvard Kennedy
School of Government.

OSCAR S. REYES

Mr. Reyes is an Independent Director and is the incumbent Chairman of the Board of Directors, as well
as the Chairman of the Board committees for Nomination and Governance and Compensation and
Remuneration of the Company. Among his other current positions are: Member of the Advisory Council
of the Bank of the Philippine Islands; member of the Advisory Board of the PLDT, Inc. and of Basic
Energy Corporation; Independent Director of Cosco Capital Inc., PXP Energy Corporation, PLDT
Communications & Energy Ventures, Inc., Team Energy Corporation, D.M. Wenceslao and Associates,
Sun Life Financial Plans, Inc., Sun Life Prosperity Funds, Eramen Minerals Inc., Petrolift Corporation,
Philippine Dealing System Holdings Corp., Philippine Dealing & Exchange Corporation, Philippine
Depository & Trust Corporation, Philippine Securities Settlement Corporation, and Pioneer Life
Insurance Group. He became Senior Executive Vice President and Chief Energy Adviser of the Manila
Electric Company in July 2010 and was appointed as President and Chief Executive Officer and
Chairman/Director of various Manila Electric Company Subsidiaries and Affiliates in 2012 until his
retirement in 31 May 2019. Mr. Oscar Reyes served the Shell Companies in the Philippines in various
capacities from 1986 when Shell acquired Philippine Petroleum Corporation where he was the
Executive Vice President and General Manager. He was appointed in May 1997 as Country
Chairman and concurrently President of Pilipinas Shell Petroleum Corporation, and Managing Director
of Shell Philippines Exploration B.V., and retired from such positions in 2001. He finished his Bachelor
of Arts Major in Economics (Cum Laude) degree at the Ateneo de Manila University in 1965. He took
post-graduate studies at the Ateneo Graduate School of Business, Waterloo Lutheran University in
Ontario, Canada, and the Harvard Business School (Executive Education Program).

Executive Officers:

FREDERICK D. ONG

Mr. Ong is an Executive Director and the incumbent President and Chief Executive Officer of the
Company. He has more than 25 years of experience in the fast-moving consumer goods (FMCG)
industry. Mr. Ong has assumed senior roles, such as Commercial, General Manager and Regional
(SEA and Asia) Marketing and Sales leadership roles. He has experience in the following industries:
food, beverage, quick service restaurant (QSR), personal care, pharmaceutical, consumer electronics
and automotive. He has worked with companies such as Nestle, Coca-Cola, Johnson & Johnson,
Reckitt Benckiser, and Samsung. Prior to joining PCPPI, Mr, Ong worked with the Yokohama Group
of companies where he held various executive and Board positions from 2015 to 2019. Mr. Ong holds
a bachelor’s degree in Economics from the Ateneo de Manila University.

JIN MAN Kim

Mr. Kim is the Executive Vice-President - Strategic Supply Chain and Operations of the Company. Mr.
Kim has been with Lotte for the last 26 years. Since 1993, Mr. Kim has held various positions within
Lotte Chilsung's Production Management Division and Quality Management Team. Most recently, he
was the Vice-President and Head of Lotte Chilsung's Ansung plant. Mr. Kim holds a B.S. in Agricultural
Chemistry from Chonbuk National University.

VISHAL MALIK

Mr. Malik is the Company’s Senior Vice-President and Chief Financial Officer under a secondment
agreement from PepsiCo of which he remains an employee. He is also the Company’s Chief Audit
Executive. Mr. Malik’'s assumption of his role in the Company is subject to the issuance of relevant
permits. He is a Chartered Accountant from India and joined PepsiCo in 1994. He spent 6 years with
PepsiCo Beverages and Foods operations in India, following which he has been working as a Finance
leader in Southeast Asia for past 20 years. In his previous roles, he served PepsiCo in the capacity of
Chief Financial Officer for IndoChina, Thailand, Vietnam and other geographies including Indonesia,
Malaysia and Singapore. He was previously the Chief Financial Officer for PepsiCo Beverages Joint
Venture with Suntory in Thailand.

FRANCIS S. MORAL

Mr. Moral is the Company’s Senior Vice-President for National Sales. He is a seasoned senior
executive with more than 20 years of work experience in the fast-moving consumer goods (FMCG)
industry. He worked for reputable companies like Procter & Gamble Philippines (“P&G”) and held
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several leadership roles in the TAO Group of Companies. Before joining the Company, he was the
General Manager for JR&R Distributors Inc. (P&G Distribution), Chief Operating Officer for TriDharma
Marketing Corporation and Ecossential Foods Corp. (Kopiko Distribution), and Chief Executive Officer
of Tri Diamonds Corporation.

MA. VIVIAN A. CHEONG

Ms. Cheong is the Company’s Senior Vice-President for Human Resources. Prior to joining the
Company, she was the Head of Organization Development and Change Management of Meralco. Prior
to Meralco, she was the HR Director of Mead Johnson Nutrition for the Philippines and Vietnam, and
before that, was the HR Head of Bristol-Myers Squibb Philippines. She holds a Master's degree in
Industrial Relations, Major in Human Resources Development from the University of the Philippines and
a Bachelor of Arts in Behavioral Science degree from the University of Sto. Tomas.

DONG GEOL YOON

Mr. Yoon was recently appointed as the Company’s Senior Vice-President/Chief Strategy Officer. Prior
to this appointment, he has been with the Lotte Group for 16 years, having worked with Lotte Chilsung
from 2004 until present. He has been assigned to several roles involving quality assurance,
procurement, global business support, and global brand management for brands including Pepsi and
Danone. He also had a successful stint in LOTTE Aodeli Beverage in China. Mr. Yoon holds a
bachelor’s degree in Food Engineering from Yonsei University.

CARINA LENORE S. BAYON

Atty. Bayon is the Company’s Vice President for Legal and Government Affairs, Compliance Officer and
Data Protection Officer. She was previously the Vice-President for Corporate Affairs of Nestle
Philippines Inc. from 2018 to 2019. Prior to this she was the Director for Policy Compliance, Promotion
and Labeling for Nestle USA (Wyeth Infant Nutrition) from 2015 to 2018, Regional Compliance Lead of
Nestle - Wyeth Infant Nutrition for Asia & Pacific from 2013 to 2014, and Regional Counsel for Asia for
Wyeth Philippines, Inc. from 2010 to 2013. Atty. Bayon was also a professor of Labor Relations Law at
the Lyceum of the Philippines from 2009 to 2013. Atty. Bayon holds a Juris Doctor degree from the
Ateneo de Manila University School of Law and a Bachelor of Arts degree from the University of the
Philippines.

KRISTINE NINOTSCHKA L. EVANGELISTA

Ms. Evangelista is the Corporate Secretary of the Company. A partner at Gatmaytan Yap Patacsil
Gutierrez & Protacio, also known as C&G Law, she was elected as Corporate Secretary of the Company
in August 2018. She started her legal career in 1999 as an associate at SyCip Salazar Hernandez &
Gatmaitan. In 2008, she joined Holcim Philippines as Senior Legal Counsel, and served as its General
Counsel and Corporate Secretary from 2014 until 2017. She holds a Bachelor of Science degree, major
in Legal Management, and a Juris Doctor degree from the Ateneo de Manila University.

JULIA PATRICIA C. HERRERA-LIM

Ms. Herrera-Lim was elected as the Assistant Corporate Secretary of the Company in December 2019.
She is currently an Associate at C&G Law. She holds a Bachelor of Science degree, major in Business
Administration, and a Juris Doctor degree from the University of the Philippines.

Resignation of Directors

No Director has resigned or declined to stand for re-election to the Board of Directors since the date of
the last Annual Stockholders’ Meeting due to any disagreement with the Company on any matter
relating to the Company’s operations, policies, or practices.

Significant Employees and Family Relationships

No single person is expected to make an indispensable contribution to the business since the Company
considers the collective efforts of all its employees as instrumental to the overall success of the
Company’s business. The Company is not aware of any family relationship between or among the
aforementioned Directors, Executive Officers or nominees for election to the Board of Directors up to
the fourth civil degree.
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Except for the payment of annual directors’ fee and per diem allowances, the Company has not had
any transaction during the last two (2) years in which any Director or Executive Officer had a direct or
indirect interest.

Except for the transactions discussed in Note 23 (Related Party Transactions) to the Audited Financial
Statements (attached as Exhibit Il of the Annual Report (SEC Form 17-A)), there were no other material
related party transactions during the last three (3) financial years, nor are there any material
transactions currently proposed between the Company and its stockholders, directors, key
management personnel, or other parties over which the Company has the ability to exercise control or
significant influence in making financial and operating decisions.'®

Involvement in Certain Legal Proceedings

None of the aforementioned Directors or Executive Officers is or has been involved in any criminal or
bankruptcy proceeding, or is or has been subject to any judgment of a competent court barring or
otherwise limiting his involvement in any type of business, or has been found to have violated any
securities laws during the past five (5) years and up to the latest date, except as disclosed in Item 3 of
the Annual Report (SEC Form 17-A) for the year 2020 (attached as Annex D) on Legal Proceedings.

Nomination for Election as Members of the Board of Directors

The following have been nominated for election as members of the Board of Directors for the ensuing
year (2021 to 2022):

FREDERICK D. ONG
YONGSANG YOU
YUN GIE PARK
HYO JIN SONG
JAY BUCKLEY
YUAN WANG
PARINYA KITJATANAPAN
OSCAR S. REYES (Independent Director)
RAFAEL M. ALUNAN Il (Independent Director)

The names, ages and citizenship of the persons nominated are as follows:

. . Year Position was
Name Age | Citizenship Assumed

Frederick D. Ong 55 Filipino 2020
Yongsang You 52 Korean 2015
Yun Gie Park 51 Korean -

Hyo Jin Song 44 Korean -

Jay Buckley 43 Australian 2019
Parinya Kitjatanapan 56 Thai 2020
Yuan Wang 40 American 2021
Rafael M. Alunan lll (Independent Director) 73 Filipino 2007
Oscar S. Reyes (Independent Director) 75 Filipino 2007

Messrs. Ong, You, Buckley, Kitjatanapan, Alunan and Reyes, as well as Ms. Wang, are incumbent
members of the Board of Directors. The background information and business experience are set out
in pages 10 through 12 of this Information Statement.

The background information and business experience of the Mr. Park and Ms. Song for the last five (5)
years are as follows:

'8 This information on disclosures on self-dealing and related party transactions is presented in compliance with Section 49 of the
Revised Corporation Code.
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YUN GIE PARK

Mr. Park is currently the Chief Executive Director of Lotte Chilsung Beverage. Mr. Park has held various
executive and management positions as the company’s marketing, planning and global business
division. Prior to his current role, Mr. Park was the Senior Vice President of Planning and Vice President
of Marketing Division from 2014 to 2016. Mr. Park holds a bachelor’s degree in Business Administration
from Hankuk University of Foreign Studies in Korea.

Hyo JIN SONG

Ms. Song is currently the Chief Financial Officer and Vice-President of Lotte Chilsung Beverage. She
joined Lotte Chilsung in 2014 as Senior Director of Finance Team and was promoted as Vice-President
in 2020. Prior to Lotte Chilsung, she was with Ernst and Young Korea and Seonjin Accounting
Corporation in Korea. She is a Chartered Public Accountant in Korea and the US and holds a bachelor’'s
degree in Economics from Yonsei University in Korea.

Mr. Albert John Q. Ayro and Ms. Roxana Rebecca B. Ulpindo nominated Messrs. Reyes and Alunan
as Independent Directors. Mr. Ayro and Ms. Ulpindo are not related to Messrs. Reyes or Alunan.

The directorships held in reporting companies of the nominees are as follows:

Oscar S. Reyes (Independent Director) Basic Energy Corporation
Cosco Capital Inc.
PXP Energy Corporation
PLDT Inc.
Bank of the Phil. Islands
D.M. Wenceslao & Associates Inc.

Rafael M. Alunan lll (Independent Director) Metro Global Holdings Corporation
APC Group, Inc.

Mr. Alunan is the incumbent Chairman of the Audit Committee of the Company. The incumbent
members of the Audit Committee are as follows: Messrs. Reyes, You, and Ms. Wang.

Mr. Reyes is the incumbent Chairman of the Nomination and Governance Committee of the Company.
The incumbent members of the Nomination and Governance Committee are as follows: Messrs. You
and Buckley.

Mr. Reyes is the incumbent Chairman of the Compensation and Remuneration Committee of the
Company. The incumbent members of the Compensation and Remuneration Committee are as
follows: Messrs. Alunan, You, and Kitjatanapan.

Both Messrs. Reyes and Alunan have served on the Company’s Board of Directors since 2008 and
have been consistently re-elected by the stockholders until present. Under SEC MC 4-2017, a
company’s independent director shall serve for a maximum cumulative term of nine years,'® which
cumulative term is reckoned from 2012, after which the independent director shall be perpetually
barred from re-election as such in the company.'® Should Messrs. Reyes and Alunan be re-elected at
the Annual Stockholders’ Meeting, they will have served on the Company’s Board of Directors for nine
years from 2012 and should ordinarily be barred from re-election.

However, SEC MC 4-2017 provides that “[ijn the instance that a company wants to retain an
independent director who has served for nine (9) years, the Board should provide meritorious
justification/s and seek shareholders’ approval during the annual shareholders’ meeting.”'®* The
Company hopes to retain Messrs. Reyes and Alunan as its independent directors, if they are re-elected
at the Annual Stockholders’ Meeting. In this regard, the Company presents the following justifications
for the re-election of Messrs. Reyes and Alunan as independent directors to the Company’s Board of
Directors:

6 SEC MC 4-2017, item 1.
7 SEC MC 4-2017, item 4.
8 SEC MC 4-2017, item 2.
® SEC MC 4-2017, item 3.
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(a) Messrs. Reyes and Alunan possess the necessary qualifications and stature which enable
them to competently and actively participate in the deliberations of the Company’s Board of
Directors;

(b) Messrs. Reyes and Alunan’s service on the Company’s Board of Directors since 2008 has not
impaired their ability to act independently and objectively, as they are able to actively lead
discussions and weigh differing perspectives on the Company’s operations and organization
during meetings of the Board of Directors and its committees;

(c) Messrs. Reyes and Alunan also serve on the boards of directors of publicly-listed companies,
public companies, non-profit organizations, and other entities, which provides them a broad
view of the Philippine economy and the business sector, including the latest developments
thereon, thus ensuring that their perspectives on issues are not limited to the industry within
which the Company operates; In this respect, and on the other hand, the other regular non-
executive members of the Company’s Board of Directors are based abroad, and provide an
in depth commercial and technical but global view of the industry;

(d) Messrs. Reyes and Alunan’s extensive knowledge and understanding of the Company’s
business, operations and organization allow them to make insightful, constructive and
practicable comments on Management’s plans and reports while at the same time mindful of
the Company’s past experiences, and to ask the necessary questions and clarifications before
approval or disapproval of proposed corporate acts; and

(e) The other regular non-executive members of the Company’s Board of Directors have had
relatively shorter terms and do not serve on the Board of Directors for long durations, which
ensures that different perspectives and an appropriate balance of skills and experience are
always present in the composition of the Company’s Board of Directors.

The By-Laws provide that the Nomination Committee? shall pre-screen and shortlist all candidates
nominated to become a member of the Board of Directors in accordance with the qualifications and
disqualifications provided for in the Amended Articles of Incorporation, the Amended By-Laws, the
2020 Manual on Corporate Governance, applicable laws, regulations including Rule 38 of the
Securities Regulation Code, and resolutions and rules passed or adopted by said committee, the
stockholders and the Board of Directors. On 04 June 2021, the Nomination and Governance
Committee approved the final list of nominees for the Board of Directors which included all of the
abovenamed individuals.

Appraisals and performance report for the board and the criteria and procedure for
assessment?’

Under the Company’s Manual on Corporate Governance and Charter of the Board of Directors, the
Company directors should observe the following norms of conduct: (a) conduct fair business
transactions with the Company and ensure that his/her personal interest does not conflict with the
interests of the Company, including complying with the Company’s policy requiring directors and officers
to disclose or report to the Company any dealings in the Company’s shares within three (3) business
days from and after the transaction, and abstaining from taking part in the deliberations of any
transaction affecting the Company if the director has a material interest therein; (b) devote time and
attention necessary to properly and effectively discharge his/her duties and responsibilities, and notify
the Board where he/she is an incumbent director before accepting a directorship in another company;
(c) act judiciously; (d) exercise independent judgment; (e) have a working knowledge of the statutory
and regulatory requirements affecting the Company, including its Articles of Incorporation and By-Laws,
the rules and regulations of the SEC, and where applicable, the requirements of other regulatory
agencies; (f) observe confidentiality; and (g) attend and actively participate, review meeting materials
and if called for, ask the necessary questions or seek clarifications and explanations in all meetings of
the Board, of the Board committees in which he/she is a member, and of the stockholders in person or,

20 The By-Laws are being amended to refer to the “Nomination and Governance Committee” instead of the “Nomination
Committee”.
2! This discussion on the Appraisals and performance report for the board and the criteria and procedure for assessment is
presented in compliance with Section 49 of the Revised Corporation Code.
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if allowed by regulations, through teleconferencing/videoconferencing/telepresence conducted in
accordance with the rules and regulations of the SEC.

The Nomination and Governance Committee Charter provides that the Board shall conduct an annual
self-assessment of its performance, including the performance of the Chairman of the Board, the
individual directors, and the Board committees. The 2020 Manual on Corporate Governance provides
that, every three (3) years, the assessment shall be supported by an external facilitator.

The Board of Directors held its annual corporate governance training and conducted its self-
assessment on 26 August 2020 supported by an external facilitator.

The attendance record of the directors for the year 2020 to 2021 is as follows:

Member of the Board of Directors Percentage of Meetings? Attended
Frederick D. Ong 100%

Yongsang You 100%

Younggoo Lee 25%

Tae Hyeon Kim 50%

Jay Buckley 100%

Parinya Kitjatanapan 100%

Yuan Wang* 100%

Rafael M. Alunan Il 100%

Oscar S. Reyes 100%

* Replaced Mr. Samir Moussa, who resigned effective 28 February 2021.

Item 6. Compensation of Directors and Executive Officers

The aggregate compensation paid or accrued (in Philippine Peso) in the calendar years ended
31 December 2020, 2019, and 2018, and estimated to be paid for the ensuing calendar year ending 31
December 2021, to the following Executive Officers and Directors is set out in the table below:

Name Year Salary Bonus Others
Aggregate for CY 2018 64,117,461 5,315,443 947,681
CEO and four (4) | CY 2019 57,968,836 5,740,803 469,356
most highly CY 2020 54,216,126 2,791,166 163,971
compensated CY 2021 43,763,879 4,981,974 573,626
below-named (Estimate)
executive officers
All other directors | CY 2018 21,820,673 1,796,718 4,287,783
and officersasa | CY 2019 57,896,253 5,746,511 8,712,336
group unnamed CY 2020 36,360,398 3,629,063 36,757,938

CY 2021 44,678,910 5,324,938 8,713,284
(Estimate)

The following are the five (5) highest compensated directors and/or officers of the Company who were
serving as Executive Officers at the end of the last completed fiscal year:

* Yongsang You — Chief Executive Officer (resigned effective 16 February 2020)

* Frederick D. Ong — President and Chief Executive Officer (appointed effective 16 February
2020)

* Jin Man Kim — Executive Vice-President - Strategic Supply Chain & Operations

» Domingo F. Almazan — Senior Vice-President, National Sales (resigned effective 01 April 2021)

* Ma. Vivian A. Cheong — Senior Vice-President, Human Resources

There are no special employment contracts between the Company and the above Executive Officers.

At the Annual Stockholders’ Meeting held on 24 May 2019, the stockholders approved and ratified the
payment of annual fees for the members of the Board of Directors in the amount of PhP500,000.00 and

22 Regular meetings and special meetings of the Board of Directors, counted from the date of election.
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a per diem allowance per board or committee meeting of PhP200,000.00 for the Chairman of the Board
and PhP100,000.00 for the other members of the Board. The seven (7) Directors representing Lotte
Corporation, Lotte Chilsung Beverage Co. Ltd., and Quaker Global Investments B.V. have waived the
per diem allowance as well as the annual directors’ fee.

There are no outstanding warrants or options held by the above Executive Officers and all such officers
and Directors as a group.

Iltem 7. Independent Public Accountants

The auditing firm of R.G. Manabat & Co. (KPMG Philippines) is being recommended for re-appointment
as external auditor for the ensuing year (i.e., 2021 to 2022).

Representatives of said firm are expected to be present at the Annual Stockholders’ Meeting and will
have the opportunity to make a statement if they desire to do so, and are expected to be available to
respond to appropriate questions.

Aggregate fees billed by the Company’s external auditor for professional services in relation to (i) the
audit of the Company’s annual financial statements and services in connection with statutory and
regulatory filings; and (ii) tax accounting, compliance, advice, planning, and any other form of tax
services for the calendar year ended December 31 are summarized as follows:

2020 2019 2018
Statutory audit fees 4.8 million 4.8 million £4.65 Million
Tax advice fees 0.4 million 0.4 million 2.65 Million
Total P 5.2million P 5.2million £7.3 Million

The Audit Committee of the Company reviews and approves the audit plan and scope of work for the
above services and ensures that the rates are competitive as compared to the fees charged by other
equally competent external auditors performing similar services.

During the Company’s two (2) most recent fiscal years or any subsequent interim periods, there was
no instance where the Company’s public accountant resigned or indicated that they decline to stand
for re-appointment or were dismissed nor was there any instance where the Company had any
disagreement with its public accountant on any accounting or financial disclosure issue.

In compliance with Rule 68(3)(b)(iv) of the Securities Regulation Code, the Company engaged R.G.
Manabat & Co. (KPMG Philippines) as its external auditor for the two (2) most recent fiscal years, and
Mr. Vernilo G. Yu as partner-in-charge.

ltem 8. Compensation Plans

No action or matter with respect to any plan pursuant to which cash or non-cash compensation may be
paid or distributed will be taken up at the Annual Stockholders’ Meeting.

Item 9. Financial and Other Information

The Company has incorporated by reference the following as contained in the Management Report

(attached as Annex B), Annual Report (SEC Form 17-A) (attached as Annex D), and Quarterly Report
(SEC Form 17-Q) (attached as Annex E):

1. Audited financial statements showing the financial position of the Company for the calendar
years ended 31 December 2020 and 31 December 2019, and its financial performance and
cash flows for each of the three (3) quarters in the period ended 31 December 2020, attached
as Exhibit | of the Annual Report (SEC Form 17-A);
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2. Interim financial statements showing the financial position of the Company for the period ended
31 March 2021, attached as Exhibit | of the Quarterly Report (SEC Form 17-Q);

3. Management’s discussion and analysis or plan of operation; and
4. Information on business overview, properties, legal proceedings, market price of securities,
dividends paid and corporate governance (which includes, appraisals and performance report
for the Board and the criteria and procedure for assessment).
Item 10. Mergers, Consolidations, Acquisitions and Similar Matters
No action or matter with respect to mergers, consolidations, acquisitions, sales or other transfers of all
or any substantial part of the assets of the Company, liquidation, dissolution and similar matters will be
taken up at the Annual Stockholders’ Meeting.
Item 11. Acquisition or Disposition of Property
No action or matter with respect to the acquisition or disposition of a substantial amount of assets or
property will be taken up at the Annual Stockholders’ Meeting.
Item 12. Restatement of Accounts
No action or matter with respect to the restatement of any asset, capital, or surplus account of the

Company will be taken up at the Annual Stockholders’ Meeting.

C. OTHER MATTERS

Iltem 13. Action with Respect to Reports

The Minutes of the Annual Stockholders’ Meeting held on 20 August 2020, which will be submitted for
approval of the stockholders, record the following matters:

1. Approval by the stockholders of the Minutes of the previous Annual Stockholders’ Meeting held
on 24 May 2019 [Stockholders’ Resolution No. 2020/2021-001];

2. Report of the President & Chief Executive Officer on the results of operations of the Company
for the year ended 31 December 2019;

3. Presentation of the Audited Financial Statements of the Company for the year ended 31
December 2019 and acceptance and approval thereof by the stockholders [Stockholders’
Resolution No. 2020/2021-002];

4. Ratification by the stockholders of all acts and resolutions of the Board of Directors, and all acts
of the Management, as well as all contracts and transactions entered into by the Company, for
the year 2019 [Stockholders’ Resolution No. 2020/2021-003];

5. Presentation of the Proposed Amendments to the Amended Articles of Incorporation and
approval thereof by the stockholders [Stockholders’ Resolution No. 2020/2021-004];

6. Presentation of the Proposed Amendments to the Amended By-Laws and approval thereof by
the stockholders [Stockholders’ Resolution No. 2020/2021-005];

7. Election of the Company’s Directors, including Independent Directors, for the year 2020 to 2021
[Stockholders’ Resolution No. 2020/2021-006], namely:
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Frederick D. Ong
Yongsang You

Younggoo Lee

Tae Hyeon Kim

Jay Buckley
Samir Moussa
Parinya Kitjatanapan
Rafael M. Alunan lll (Independent Director)
Oscar S. Reyes (Independent Director)

8. Re-appointment of R.G. Manabat & Co. as the Company’s External Auditor for 2020
[Stockholders’ Resolution No. 2020/2021-007].

The Minutes of the Annual Stockholders’ Meeting held on 20 August 2020, a copy of which is attached
as Annex C hereto, also provide (i) a description of the voting and vote tabulation used in the meeting,
(i) a description of the opportunity given to stockholders to ask questions and a description of the nature
of the questions asked in the meeting, (iii) matters discussed and resolutions reached and the record
of the voting results for each agenda item, and (iv) a list of directors and stockholders who attended the
meeting. These information are restated below in compliance with Section 49 of the Revised
Corporation Code.

Voting and tabulation procedures used in the Annual Stockholders’ Meeting held on 20 August
2020

Several stockholders sent signed proxies designating the Chairman as their proxy and indicated their
votes on each matter for approval. Votes were also received over the voting platform on the website of
the Company, where stockholders were permitted to cast their votes prior to the meeting date. The
Corporate Secretary tallied and validated these proxies and votes prior to the Annual Stockholders’
Meeting.

During the meeting, voting was done through remote communication, or in absentia, or by proxy. There
were no objections to the resolutions passed and approved by the stockholders. In the election of the
members of the Board of Directors, a motion was heard to have all votes cast in favor of all the nine (9)
nominees and to have all nine (9) nominees declared elected as directors for the year 2020 to 2021,
which motion was duly seconded with no objections.

Questions asked and answers given during the Annual Stockholders’ Meeting held on 20 August
2020

Ms. vy Valdez asked how the COVID-19 pandemic had affected the Company’s operations in the past
five (5) months and what measures were being implemented by the Company to address its effects on
its operations. Mr. Ong responded that, fortunately, the Company’s products were considered essential
goods by the Department of Trade and Industry and it had been able to continue its operations despite
the lockdown by strictly following government safety protocols, and despite many of its employees
having been barred from intercity or inter-province travel at the start of the Enhanced Community
Quarantine period. Mr. Ong said that sales and distribution were hit hardest in March and April, but
have since seen improvements. In response to the pandemic, Management came up with measures
to ensure that the business, its employees, and its stakeholders could cope with the adverse effects of
the pandemic, with health and safety as the Company’s number one priority. He shared that the
Company prioritized equipping its employees physically, financially, and psychologically to soften the
blow of the pandemic and the lockdown on their lives. For those who went to work, their needs were
provided for by the Company, from providing face mask and shields, additional hand washing bays,
alcohol/hand sanitizers, and PPEs, arranging transportation services, board, and lodging, granting
special meal allowances, and providing education programs and constant reminders to adhere to social
distancing to ensure that employees are well informed and equipped to adapt.

Mr. Alex Cruz Catindig recognized that the Company had bounced back from the effects of the Sugar
Tax at the end of 2019 but he expressed concern over the effects of the COVID-19 pandemic. He asked
about the Company’s current financial position, whether there were any gaps, and if there were, how
such gaps could be addressed this year. Mr. Ong explained that the momentum from the turnaround in
2019, post Sugar Tax implementation, was carried through the first two (2) months of 2020 with double
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digit growth versus last year, led by brands Pepsi, Mountain Dew, and Sting. However, quarantine
restrictions in response to the COVID-19 pandemic in mid-March limited consumer movement and
consumption, especially for on-premise outlets. When the government eased its quarantine restrictions
in the second quarter, the Company saw improvement in its volume starting May 2020, with July 2020
volume close to the July 2019 level. Mr. Ong said that recovery was done by quickly adjusting to the
changes in consumer preference as the product mix moved towards multi-serve home consumption
packages. The Company also implemented measures to optimize operating expenses and CAPEX
investments in line with the new business reality. Mr. Ong said that refocusing and reprioritizing the
Company’s spending and investments will help the Company throughout 2020, and that it is cautiously
optimistic and expects growth to return in the second half of 2020 to finish the year with strong
momentum going into 2021.

Mr. Roderick V. Osial asked about the Company’s plans in light of the pandemic. In particular, he asked
how the Company is helping its stakeholders and what the growth platform of the Company is moving
forward. Mr. Ong said that part of the Company’s response to the pandemic was to address the
immediate needs of the surrounding communities and heavily-affected sectors.

The Company donated hydration drinks and PPEs to frontliners and lent tents to local government units
for their check points. The Company’s Business Units also donated to their respective communities.
For its partners, the Company made sure that its products and services were readily available despite
the quarantine restrictions so that consumers continue to have access to its products. Mr. Ong reported
that, five (5) months into the community quarantine, the Company has fully adapted to the new normal
and the Company is starting to tread the path of recovery. Mr. Ong concluded by saying that the
Company leadership and Management have come up with business goals that will set a good
foundation for the Company to pull through the pandemic. The plan is to focus on portfolio management,
people development, process optimization, and enhanced efficiency and productivity while remaining
compliant with government regulations.

The matters discussed and resolutions reached and the record of the voting results for each
agenda item in the Annual Stockholders’ Meeting held on 20 August 2020

Total No. of

Item discussed For Against Abstain Shares

Represented

i. Approval by the stockholders of the Minutes | 3,498,590,400 0 0 99.99%
of the previous Annual Stockholders’
Meeting held on 24 May 2019
[Stockholders’ Resolution No. 2020/2021-
001];

ii. Presentation of the Audited Financial | 3.498,590,400 0 0 99.99%
Statements of the Company for the year
ended 31 December 2019 and acceptance
and approval thereof by the stockholders
[Stockholders’ Resolution No. 2020/2021-
002];

iii. Ratification by the stockholders of all acts | 3.498,590,400 0 0 99.99%
and resolutions of the Board of Directors,
and all acts of the Management, as well as
all contracts and transactions entered into
by the Company, for the year 2019
[Stockholders’ Resolution No. 2020/2021-
003];

iv. Presentation of the Proposed Amendments | 3,498,590,400 0 0 99.99%
to the Amended Articles of Incorporation
and approval thereof by the stockholders
[Stockholders’ Resolution No. 2020/2021-
004];

V. Presentation of the Proposed Amendments | 3,492,709,434 | 5,880,966 0 99.82%
to the Amended By-Laws and approval
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thereof by the stockholders [Stockholders’
Resolution No. 2020/2021-005];

Vi. Election of the Company’s Directors,
including Independent Directors, for the
year 2020 to 2021 [Stockholders’
Resolution No. 2020/2021-006];

1. Frederick D. Ong 3,498,590,400 0 0 99.99%
2. Yongsang You 3,492,709,434 5,880,966 0 99.82%
3. Younggoo Lee 3,492,709,434 5,880,966 0 99.82%
4. Tae Hyeon Kim 3,492,709,434 5,880,966 0 99.82%
5. Jay Buckley 3,492,709,434 5,880,966 0 99.82%
6. Samir Moussa 3,492,709,434 5,880,966 0 99.82%
7. Parinya Kitjatanapan 3,492,709,434 5,880,966 0 99.82%
8. Oscar S. Reyes 3,498,590,400 0 0 99.99%
9. Rafael M. Alunan Il 3,498,590,400 0 0 99.99%
Vii.Re-appointment of R.G. Manabat & Co. as | 3,498,590,400 0 0 99.99%

the Company’s External Auditor for 2020
[Stockholders’ Resolution No. 2020/2021-
07].

List of directors, officers, and stockholders who attended the Annual Stockholders’ Meeting
held on 20 August 2020

a. Directors
e Oscar S. Reyes — Chairman and Independent Director
e Rafael M. Alunan Ill — Vice-Chairman and Independent Director
e Frederick D. Ong — Director and President and Chief Executive Officer

b. Officers

e Jin Man Kim — Senior Vice-President for Operations Strategic Supply Chain and Operations

e Domingo Almazan — Senior Vice-President for National Sales

e Ma. Vivian Cheong — Senior Vice-President for Human Resources and Corporate Affairs &
Communications

e Young Duk Kang — Senior Vice-President, Chief Strategy Officer, Compliance Officer, and
Data Protection Officer

e Avristedes Alindogan — Vice-President and Senior General Manager for Luzon 2

e Lyndon Cuadra — Vice-President and Senior General Manager for Visayas

e Kiristine Ninotschka L. Evangelista — Corporate Secretary

c. Stockholders
e Lotte Corporation
e Lotte Chilsung Beverage Co. Ltd.
e Quaker Global Investments B.V.
e Various PDTC participants holding shares through PCD Nominee Corporation (Filipino)
and PCD Nominee Corporation (Non-Filipino)
e  Other individual stockholders

Iltem 14. Matters Not Required to be Submitted

Except for the Report of the President and Chief Executive Officer, all other actions or matters to be
taken up during the Annual Stockholders’ Meeting will require the vote of the security holders.

Iltem 15. Amendment of Charter, Bylaws or Other Documents

The following proposed amendments to the Company’s Amended Articles of Incorporation will be
presented to the stockholders for their approval during the Annual Stockholders’ Meeting:
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1. On 26 November 2020, the Board of Directors approved the amendment of the Fourth Article
of the Company’s Amended Articles of Incorporation to reflect a perpetual corporate term
pursuant to the Revised Corporation Code as implemented by SEC MC No. 22, Series of 2020.

2. On 05 April 2021, the Board of Directors approved the amendment of the Third Article of the
Company’s Amended Articles of Incorporation to reflect the change in the Company’s principal
office address, from Km. 29 National Road, Brgy. Tunasan, Muntinlupa City to the 26th Floor,
Filinvest Axis Tower Two Building, Northgate Cyberzone, Filinvest City, Alabang, Muntinlupa
City.

Item 16. Other Proposed Action

Apart from the submission for approval by the stockholders of the matters in Items 13 and 15 of this
Information Statement, the following matters shall also be submitted for approval of the stockholders:

1. Presentation and approval of the Audited Financial Statements of the Company for the year
ended 31 December 2020;

2. Ratification of all acts and resolutions of the Board of Directors and Management for the
previous year, as well as all contracts and transactions entered into by the Company, for the
year 2020;

3. Election of the members of the Board of Directors, including the Independent Directors, for the
year 2021 to 2022; and

4. Re-appointmentof R.G. Manabat & Co. (KPMG Philippines) as the Company’s External Auditor
for the year 2021 to 2022.

Item 17. Voting Procedures
Voting requirements
(a) Matters for stockholders’ Approval

As provided in Article Il, Section 4 of the By-Laws, a quorum at any meeting of stockholders shall consist
of a majority of the outstanding capital stock of the Company represented in person or by proxy, and a
majority of the entire outstanding stock of the Company shall be necessary to decide any matter that
may come before a meeting.

Following the approval by the Board of Directors of the conduct of the Annual Stockholders’ Meeting to
be held on 29 June 2021 by remote communications, stockholders who participate and vote through
remote communications or who vote in absentia are deemed present for purposes of quorum. This is
discussed further in ltem 18 and Annex A of this Information Statement.

All matters to be acted upon in the Annual Stockholders’ Meeting require the vote of a majority of the
outstanding stock of the Company, except the proposals to amend the Company’s Amended Articles of
Incorporation which require a vote of two-thirds of the outstanding capital stock of the Company.

(b)  Election of directors

Pursuant to Sections 23 and 57 of the Revised Corporation Code, every stockholder entitled to vote
shall have the right to vote the number of shares of stock standing, as of the record date, in his own
name in the stock and transfer book of the Company; and said stockholder may vote such number of
shares for as many persons as there are directors to be elected or he may cumulate said shares and
give one candidate as many votes as the number of directors to be elected multiplied by the number of
his shares shall equal, or he may distribute them on the same principle among as many candidates as
he shall see fit; provided, that the total number of votes cast by him shall not exceed the number of
shares owned by him as shown in the books of the Company multiplied by the number of directors to
be elected. By way of illustration, the formula may be stated as follows:
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Number of shares held on record x Nine (9) directors = Total votes that may be cast.
Manner of voting

Stockholders of record are entitled to one vote per share. A stockholder participating via remote
communication or who intend to vote in absentia may cast their votes electronically following the
procedures set out in Item 18 and Annex A of this Information Statement. A stockholder may also vote
by proxy duly given in writing and submitted to the Corporate Secretary at least three (3) days before
the meeting.

Method of counting votes

All votes shall be tabulated by the Corporate Secretary. As the stockholders take up an item in the
agenda, the Corporate Secretary will report the votes that have been received and tabulated; and the
final tally of votes will be reflected in the minutes of the meeting.

Iltem 18. Attendance, Participation and Voting Via Remote Communications, Voting in Absentia,
and Voting by Proxy

As disclosed by the Company on 05 April 2021, in its regular meeting held on the same date, the Board
of Directors approved the conduct of the Annual Stockholders’ Meeting via remote communications, to
allow stockholders of record to participate and exercise their right to vote through remote
communication, or in absentia, or by proxy; thus, dispensing with physical attendance in the meeting.
This is to prevent the transmission of the COVID-19 virus, and for the safety and health of the
stockholders.

The procedures for attendance, participation, and voting via remote communications and voting in
absentia or by proxy are attached to this Information Statement as Annex A.

COPIES OF THE COMPANY’S ANNUAL REPORT (SEC FORM 17-A) AND QUARTERLY
REPORT (SEC FORM 17-Q) (WHICH ARE ATTACHED AS ANNEXES D AND E TO THIS
INFORMATION STATEMENT) MAY BE ACCESSED BY THE STOCKHOLDERS AT THE
COMPANY'’S WEBSITE, https://pepsiphilippines.com/investor-relations- disclosures.
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SIGNATURE PAGE

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 hereunto duly authorized.

PEPSI-COLA PRODUCTS PHILIPPINES, INC.

A
oo, B

(\1\

FREDERICK D. ONG '
President and Chief Executive Officer
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PROXY

l, , a stockholder of PEPSI-COLA PRODUCTS PHILIPPINES, INC. (the
“Company”), holding of the Company’s shares, hereby name, constitute, and appoint
or in his/her absence, the Chairman of the Meeting, as
attorney-in-fact and proxy, to represent and vote all shares registered in my name at the annual meeting of
the stockholders of the Company to be held on Tuesday, 29 June 2021, and any adjournment(s) thereof.

The undersigned directs the proxy to vote on the agenda items which have been expressly indicated with “X”
below.

1. Approval of the Minutes of the Annual | OYes
Stockholders’” Meeting held on 20 August | o No
2020 O Abstain

2. Approval of the Audited Financial | oYes
Statements for the vyear ended 31 | oNo

December 2020 O Abstain
3. Ratification of the acts of the Board of | o Yes
Directors and Management for 2020 o No

O Abstain

4. Approval of amendments to the Third | o Yes
Article of the Company’s Amended Articles | o No
of Incorporation to reflect the new | oAbstain
principal office of the Company
5. Approval of amendments to the Fourth | oYes
Article of the Company’s Amended Articles | o No
of Incorporation to reflect a perpetual term | o Abstain
6. Election of Directors for the year 2021 to | Indicate number of votes per nominee:

2022 m] Frederick D. Ong
O Yongsang You
Indicate in the space before each name how | o Yun Gie Park
many votes you are casting in favor of that | o Hyo Jin Song
nominee. Your total number of votes can be | Jay Buckley
computed as fo-IIow: number of shares. he.ld x9. o Parinya Kitjatanapan
If the cumulative number of votes indicated
. . . O Yuan Wang
exceed this computation, your votes will be
proportionately reduced. O Oscar S. Reyes (Independent)
m] Rafael M. Alunan Il (Independent)
7. Appointment of R.G. Manabat & Co. as | O Yes
external auditor of the Company for the | o No
year 2021 to 2022 0 Abstain
IN WITNESS WHEREOF, | have signed this___ day of 2021, at
PRINTED NAME OF STOCKHOLDER SIGNATURE OF STOCKHOLDER/ AUTHORIZED SIGNATORY

This proxy should be received by the Corporate Secretary, care of Pepsi-Cola Products Philippines, Inc., Km. 29
National Road, Tunasan, Muntinlupa City or at corporatesecretary@pcppi.com.ph on or before 26 June 2021,
5:00 p.m. For corporate stockholders, please attach to this proxy form the secretary’s certificate on the
authority of the signatory to appoint the proxy and sign this form. This proxy, when properly executed, will be
voted in the manner as directed herein by the stockholder. If no direction is made, this proxy will be voted for
the election of all nominees and for the approval of the matters stated above and for such other matters as
may properly come before the meeting as recommended by the Chairman. A stockholder giving a proxy has
the power to revoke it at any time before the right granted is exercised. A proxy is also considered revoked if
the stockholder registers to vote digitally as provided in the instructions attached to the meeting notice.
Notarization of the proxy is not required.
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ANNEX A
PROCEDURES FOR ATTENDING, PARTICIPATING, AND VOTING IN THE ANNUAL

STOCKHOLDERS’ MEETING THROUGH REMOTE COMMUNICATIONS, FOR VOTING
IN ABSENTIA, AND FOR VOTING BY PROXY
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PROCEDURES FOR ATTENDING, PARTICIPATING, AND VOTING IN THE ANNUAL STOCKHOLDERS’
MEETING THROUGH REMOTE COMMUNICATIONS, FOR VOTING IN ABSENTIA, AND FOR VOTING BY

PROXY

A stockholder may only attend the meeting remotely by  connecting to
https://www.pepsiphilippines.com/AnnualStockholdersMeeting2021, at the date and time indicated in
the Notice and Agenda. Stockholders who will not be attending, participating, and voting via remote
communications may choose to vote in absentia or by proxy.

Registration Procedures

A stockholder (or his or her proxy) who intends to participate via remote communications, vote in
absentia, or vote by proxy (by appointing the Chairman of the meeting as his or her proxy), must register
in accordance with the procedures below from 08 June to 24 June 2021, 5:00 p.m.

To register, the stockholder must send an email to corporatesecretary@pcppi.com.ph, indicating “PCPPI
2021 Annual Stockholders’ Meeting Registration” as the subject of the email.

The following must be provided in the body of the email or attached to the email:

I.  For individual stockholders with stock certificates —

1.

w

A scanned copy of the front and back portions of the stockholder’s valid government
issued ID, preferably with residential address, in .jpeg/.jpg or .png format. The file size
should be no larger than 1 megabyte (“MB");

A valid and active e-mail address;

A valid and active contact number; and

Indicate if stockholder will (a) attend, participate, and vote via remote communications
(on his or her own or through a proxy other than the Chairman), (b) vote in absentia, or
(c) vote by proxy (by appointing the Chairman of the meeting as his or her proxy).

1l For stockholders under Broker accounts —

A broker’s certification on the stockholder’s number of shareholdings (in .pdf, .jpeg/.jpg,
or .png format). The file size should be no larger than 1MB;

A proxy issued by the broker in favor of the stockholder (in .pdf, .jpeg/.jpg, or .png
format). The file size should be no larger than 1MB;

IMPORTANT: To facilitate the verification of your account, please make sure to copy
corporatesecretary@pcppi.com.ph and the Company’s stock and transfer agent, Stock Transfer Service,
Inc., through rdregala@stocktransfer.com.ph and mccapoy@stocktransfer.com.ph,
zaadana@stocktransfer.com.ph in all email correspondences with the broker regarding requests for
proxies and broker’s certification;

A scanned copy of the front and back portions of the stockholder’s valid government
issued ID, preferably with residential address (in .jpeg/.jpg or .png format). The file size
should be no larger than 1MB;

A valid and active e-mail address;

A valid and active contact number;
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6. Indicate if the stockholder will (a) attend, participate, and vote via remote
communications, or (b) vote in absentia.

Ill. For corporate stockholders —
If the corporate stockholder will appoint a proxy other than the Chairman of the meeting as its proxy:

1. Asecretary’s certificate attesting to (i) the authority of the proxy to attend and vote, for and
on behalf of the corporate stockholder, which may serve as the proxy if it has all the
requirements of a proxy; or (i) the authority of the representative signing the proxy for and
on behalf of the corporate stockholder, together with the signed proxy (in .pdf, .jpeg/.jpg,
or .png format). The file size should be no larger than 1MB;

2. A scanned copy of the front and back portions of the valid government-issued ID of the
corporate stockholder’s proxy, preferably with residential address (in .jpeg/.jpg or .png
format). The file size should be no larger than 1MB;

3. Avalid and active e-mail address of the corporate stockholder’s proxy;

4. Avalid and active contact number of the corporate stockholder’s proxy; and

5. Indicate if the corporate stockholder’s proxy will (a) attend, participate, and vote via remote
communications, or (b) vote in absentia.

If the corporate stockholder will appoint the Chairman of the meeting as its proxy:

1. Asecretary’s certificate attesting to (a) the appointment of the Chairman of the meeting as
its proxy to attend and vote, for and on behalf of the corporate stockholder, which may
serve as the proxy if it has all the requirements of a proxy; or (b) the authority of the
representative signing the proxy for and on behalf of the corporate stockholder, together
with the signed proxy indicating the Chairman as the proxy (in .pdf, .jpeg/.jpg, or .png
format). The file size should be no larger than 1MB;

2. Avalid and active e-mail address of the representative of the corporate stockholder;

3. Avalid and active contact number of the representative of the corporate stockholder; and

4. Indicate that the corporate stockholder intends to appoint the Chairman of the meeting to
attend and vote as its proxy.

In all cases I, Il and Ill above, if the stockholder will be attending by proxy, the signed proxy must be
received by the Corporate Secretary before 26 June 2021, 5:00 p.m. The original signed proxy may be sent
to the Corporate Secretary c/o Pepsi-Cola Products Philippines, Inc., at Km. 29 National Road, Brgy.
Tunasan, Muntinlupa, or a scanned copy of the signed proxy may be sent by email to
corporatesecretary@pcppi.com.ph.

The Corporate Secretary may request additional information or documents to confirm the identity and
number of shares of the stockholder.

Incomplete or inconsistent information may result in an unsuccessful registration. As a result,
stockholders will not be allowed to participate via remote communications, vote in absentia, or vote by

proxy.
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Validation

Upon receipt by the Company of the email with complete documents, the Corporate Secretary will
acknowledge it and will revert with its validation result together with the username and passwords for
the meeting room and/or the digital ballot no later than three (3) business days from receipt of the email.

A. Attendance, Participation and Voting Via Remote Communications

Attendance and Participation

Only stockholders who have duly registered (or their proxies) in accordance with the Registration
Procedures above and have notified the Corporate Secretary of their intention to attend, participate, and
vote in the Annual Stockholders” Meeting by remote communication will receive the link to the meeting
room and the specific username and password to access the meeting room.

Questions or comments of stockholders participating via remote communications may be sent prior to or
during the meeting to corporatesecretary@pcppi.com.ph and shall be limited to the items in the Agenda.

A stockholder who participates by remote communications shall be deemed present for purposes of
quorum. The meeting proceedings shall be recorded in audio and video format.

Voting

Stockholders (or their proxies) participating by remote communications may cast their votes through a
digital ballot and have until the end of the meeting to cast their votes via remote communications through
the digital ballot link. The username and password for the digital ballot will be provided by email to the
duly registered stockholder as a response to the stockholder’s email.

The voting must comply with the following instructions:

e For items other than the Election of Directors, the stockholder or proxy has the option to vote:
“For”, “Against”, or “Abstain”.

For individual stockholders, the vote is considered cast for all the registered stockholder’s shares.

For brokers, the number of shares voting “For”, “Against”, and “Abstain” must be indicated in the
form.

e Forthe election of directors, the stockholder or proxy may vote for all nominees, not vote for any
of the nominees, or vote for some nominees only, in such number of shares as preferred by the
stockholder, provided that the total number of votes cast shall not exceed the number of shares
owned, multiplied by the number of directors to be elected. Further, if a stockholder or proxy has
indicated an intention to vote for the nominees but did not indicate the number of shares voted
for/against each nominee, it will be presumed that the stockholder allocated an equal number of
votes for/against all nominees.
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B. Voting in Absentia

Instead of participating via remote communications or voting by proxy, stockholders have the option of
voting in absentia on the matters in the agenda.

Only stockholders who have duly registered in accordance with the Registration Procedures above and
have informed the Company of their intent to vote in absentia may vote on the matters on the agenda
without attending the meeting. The username and password for the digital ballot will likewise be provided
to the stockholder as a response to the stockholder’s email.

A stockholder voting in absentia shall be deemed present for purposes of quorum.

Voting

Registered stockholders voting by remote communications or in absentia have until the end of the
meeting to cast their votes through the digital ballot link.

The voting must comply with the following instructions:

e For items other than the Election of Directors, the stockholder has the option to vote: “For”,
“Against”, or “Abstain”.

For individual stockholders, the vote is considered cast for all the registered stockholder’s shares.

For brokers, the number of shares voting “For”, “Against”, and “Abstain” must be indicated in the
form.

e For the election of directors, the stockholder may vote for all nominees, not vote for any of the
nominees, or vote for some nominees only, in such number of shares as preferred by the
stockholder, provided that the total number of votes cast shall not exceed the number of shares
owned, multiplied by the number of directors to be elected. Further, if a stockholder has indicated
an intention to vote for the nominees but did not indicate the number of shares voted for/against
each nominee, it will be presumed that the stockholder allocated an equal number of votes
for/against all nominees.

C. Voting By Proxy (Chairman)

Instead of participating via remote communications or voting in absentia, stockholders have the option
of voting by proxy, by appointing the Chairman of the meeting as his or her proxy.

Only stockholders who have duly registered in accordance with the Registration Procedures above and

have informed the Company of their intent to designate the Chairman of the meeting as their proxy, may
vote on the matters on the agenda without attending the meeting.

Voting

The voting should comply with the following instructions:



e Download and fill up the proxy form. The Chairman of the meeting, by default, is authorized to
cast the votes pursuant to the instructions in the proxy.

e For items other than the Election of Directors, the stockholder has the option to vote: “For”,
“Against”, or “Abstain”.

For individual stockholders, the vote is considered cast for all the registered stockholder’s shares.

For brokers, the number of shares voting “For”, “Against”, and “Abstain” must be indicated in the
form.

e For the election of directors, the stockholder may vote for all nominees, not vote for any of the
nominees, or vote for some nominees only, in such number of shares as preferred by the
stockholder, provided that the total number of votes cast shall not exceed the number of shares
owned, multiplied by the number of directors to be elected. Further, if a stockholder has indicated
an intention to vote for the nominees but did not indicate the number of shares voted for/against
each nominee, it will be presumed that the stockholder allocated an equal number of votes
for/against all nominees.

The stockholders may send the original signed proxy to the Corporate Secretary c/o Pepsi-Cola Products
Philippines, Inc., at Km. 29 National Road, Brgy. Tunasan, Muntinlupa, or a scanned copy of the executed
proxy through email to corporatesecretary@pcppi.com.ph. The deadline for the submission of proxies is
on 26 June 2021, 5:00 p.m.

Counting and Tabulation of Votes

The Corporate Secretary will count and tabulate the votes cast via remote communication and in absentia
together with the votes cast by proxy.

Should the Corporate Secretary receive, from a single stockholder, a physical proxy-ballot and a digital
ballot, the Corporate Secretary will count and include in the final tally the votes cast in the latest ballot
received.
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MANAGEMENT REPORT

I. GENERAL NATURE AND SCOPE OF THE BUSINESS
Overview

Pepsi-Cola Products Philippines, Inc. (the “Company”) was registered with the Philippine Securities and
Exchange Commission (“SEC”) on 8 March 1989, primarily to engage in manufacturing, sales and
distribution of carbonated soft-drinks and non-carbonated beverages, and confectionery products to
retail, wholesale, restaurants and bar trades. The registered office address and principal place of
business of the Company is Km. 29, National Road, Tunasan, Muntinlupa City. On 30 May 2014, the
SEC approved the amendment to the Company’s Article of Incorporation, particularly on its primary
purpose to also engage in the manufacturing, sale and distribution of snacks, food and food products.

The Company is a licensed bottler of PepsiCo, Inc. (‘PepsiCo”), Pepsi Lipton International Limited
(“Pepsi Lipton”), and a licensed snacks appointee of The Concentrate Manufacturing Company of
Ireland in the Philippines. It manufactures a range of carbonated soft drinks (“CSD”), non-carbonated
beverages (“NCB”) and snacks that includes well-known brands Pepsi-Cola, 7Up, Mountain Dew,
Mirinda, Mug, Gatorade, G-Active, Tropicana/Twister, Lipton, Sting, Propel, Milkis, Aquafina, Premier,
Let’'s Be, and Cheetos.

Philippine Beverage Industry

The Company competes in the ready-to-drink, non-alcoholic beverage market across the Philippines.
The market is highly competitive and competition varies by product category. The Company believes
that the major competitive factors include advertising and marketing programs that create brand
awareness, pack/price promotions, new product development, distribution and availability, packaging
and customer goodwill. The Company faces competition generally from both local and multi-national
companies across the Company’s nationwide operations.

Major competitors in the CSD market are The Coca-Cola Company and Asiawide Refreshments
Corporation. The substantial investment in multiple plants, distribution infrastructure and systems and
the float of returnable glass bottles (“RGBs”) and plastic shells required to operate a nationwide
beverage business using RGBs are major factors which influence the level of competition in the CSD
market.

The market for NCB (including energy drinks) is more fragmented. Major competitors in this market are
Del Monte Pacific Limited, Universal Robina Corporation, Zesto Corporation, The Coca-Cola Company,
and Asia Brewery Incorporated, among others. In recent years, the market has been relatively fluid,
with frequent product launches and shifting consumer preferences. These trends are expected to
continue.

Industry-wide competition intensified with marketing campaigns, and trade and consumer promotions.
The Company believes that it can effectively compete by maximizing its 360-degree marketing
presence, maintaining its competitive price structures and expanding the range and reach of the
Company’s portfolio. For the years to come, the Company will continue to expand its beverage offerings
leveraging our wide manufacturing platform and extensive distribution reach to meet consumer
demands.

Moreover, the Company invested aggressively, positioning the business for long-term growth while
ensuring financial flexibility to battle current challenges. The Company expanded and upgraded
manufacturing facilities in different plants to provide multiple product capabilities, maximize cost
savings, improve product quality and increase operating efficiencies.



Customers/Distribution Methods of the Products

The Company has a broad customer base nationwide. Majority of the customers include supermarkets,
convenience stores, groceries, bars, sari-sari stores and carinderias.

The Company’s sales volumes depend on the reach of its distribution network. It increases the reach
of distribution system by adding routes and increasing penetration by adding outlets on existing routes
that currently do not stock its products. It relies on a number of channels to reach retail outlets, including
direct sales, distributors and wholesalers.

The backbone of the distribution system is what is referred to as “Entrepreneurial Distribution System,”
which consists of independent contractors who service one or more sales “routes,” usually by truck,
selling directly to retail outlets and collecting empty RGBs.

The Company also employs its own sales force, which principally sells to what is referred to as the
“modern trade” channel, consisting largely of supermarkets, restaurants and convenience store chains.
Most of these sales are credit sales. In addition, it sells products to third party wholesalers and
distributors, which sell them to retail outlets.

An important aspect of the distribution system is the infrastructure-intensive process of selling and
delivering RGB products to thousands of small retailers, including sari-sari stores and carinderias. The
efforts to increase the reach of the Company’s distribution network require significant investments in
distribution infrastructure such as additional trucks, refrigeration equipment, warehouse space and a
larger “float” of RGBs and plastic shells, as well as higher costs for additional sales and distribution
staff.

Principal Suppliers

Over half of total costs comprise purchases of raw materials. Largest purchases are sugar and
beverage concentrates. The Company purchases sugar requirements domestically. It purchases
beverage concentrates mainly from Concentrates Manufacturing (Singapore) Pte Ltd, mix tea kit
concentrates from Pepsi Lipton International and seasoning from Pepsi Cola International Cork
(Ireland).

Another substantial cost is packaging. The major components of this expense are purchases of
polyethylene terephthalate (“PET”) resins, and pre-forms, which are converted into PET bottles at the
plants, non-reusable glass bottles, aluminum cans and PET closures. It also makes regular purchases
of RGBs to maintain float at appropriate levels. Purchases of each of these materials are from suppliers
based in the Philippines and in other parts of Asia, usually under short term, negotiated and/or
contracted prices.

Legal Proceedings

From time to time, the Company becomes a party to litigation in the ordinary course of its business. The
majority of the cases in which the Company is a party are cases it files to recover debts in relation to
unpaid receivables by trade partners or in relation to cash or route shortages, private criminal
prosecutions that it brings (generally for low value offenses such as theft of product or distribution
equipment, fraud and bouncing checks), labor cases for alleged illegal dismissal (which are usually
accompanied by demands for reinstatement in the Company without loss of seniority rights and
payment of back wages), and consumer cases brought against the Company involving allegations of
defective products.

Civil cases were filed against the Company in which thousands of individuals claimed to hold numbered
bottle crowns that entitled them to a cash prize under a promotional campaign of the Company in 1992.
The Philippine Supreme Court has consistently held in at least 7 final and executory decisions that the
Company is not liable to pay the amounts claimed. In the most recent of these decisions, the Supreme
Court dismissed a similar claim, reiterating that it is bound by its pronouncement in a number of cases
involving this promotion. By virtue of the precedential effect of the decided cases, the Company expects
the remaining cases to be dismissed in due course.



The Company and its lessors have a pending case which sought to enjoin the National Water
Resources Board (“NWRB”) from closing and sealing the Company's wells in Muntinlupa on the ground
of alleged non-compliance with the requirements under Presidential Decree No. 1067, otherwise known
as the Water Code, and its implementing rules and for the court to declare the rights of the Company
under the Water Code. The case has been resolved by the Supreme Court. To date, certain officers
of the Company are respondents to a case filed by NWRB on alleged violation of the Water Code. The
case remains to be resolved and is pending resolution by the Department of Justice.

For a discussion of the Company’s pending tax matter, please refer to Note 28(b) to the Audited
Financial Statements for the year ended 31 December 2020.

The Company has not been involved in any bankruptcy, receivership or other similar proceedings.

Il. MARKET FOR ISSUER’S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS
Market Information
The Company’s common shares were first listed with the Philippine Stock Exchange (‘PSE”) on 01

February 2008. The high and low prices of such shares for 2019 and 2018, as well as for the first six
(6) months of 2020, are set out below.

Period High Low
January to March 2018 PhP3.10 PhP2.16
April to June 2018 PhP2.93 PhP2.18
July to September 2018 PhP2.40 PhP1.66
October to December 2018 PhP1.85 PhP1.29
January to March 2019 PhP1.60 PhP1.31
April to June 2019 PhP1.82 PhP1.13
July to September 2019 PhP2.22 PhP1.60
October to December 2019 PhP1.93 PhP1.27
January to March 2020 PhP1.93 PhP1.20
April to June 2020 PhP1.92 PhP1.65

The closing share price as of 17 June 2020 is PhP1.70. The trading of the Company’s shares was
suspended on 18 June 2020 following the drop of its public ownership level to 2.1%, or below the 10%
minimum public ownership required under the PSE Rule on Minimum Public Ownership, after
conclusion of the tender offer conducted by Lotte Chilsung Beverage Co. Ltd. (“Lotte Chilsung”) to
acquire shares of the Company from the stockholders.

On 18 December 2020, the delisting of the Company’s shares from the official registry of the PSE was
made effective following PSE’s approval of the Company’s petition for voluntary delisting, and after
securing stockholder approval of the voluntary delisting by written assent in October 2020. The
Company petitioned to voluntarily delist its shares from the PSE upon assessment that it would not be
able to comply with the minimum public ownership requirement of the PSE by 18 December 2020.

Stockholders

The Company has approximately 803 holders of common shares as of 12 May 2021, with the PCD
Nominee Corporation (Filipino) and PCD Nominee Corporation (Non-Filipino) considered as two (2)
holders, based on the number of accounts registered with the Company’s stock transfer agent, Stock
Transfer Service, Inc. (“STSI”).

The following are the top 20 holders of common shares based on the report furnished by the Stock
Transfer Agent as of 12 May 2021.



NO. Name Number of Shares Held ngt\:;r;as%?pof
1 | LOTTE CORPORATION 1,436,315,932 38.88%"
2 | LOTTE CHILSUNG BEVERAGE CO. LTD. 1,135,689,701 30.75%32
3 | QUAKER GLOBAL INVESTMENTS B.V. 923,443,071 25.00%
4 | PCD NOMINEE CORP. (NON-FILIPINO) 158,951,170 04.30%
5 | BONHOEFFER FUND LP 12,122,300 00.33%
6 | PCD NOMINEE CORP. (FILIPINO) 7,609,223 00.21%
7 | BPI SECURITIES CORPORATION-FILIPINO 2,424,583 00.07%
8 | MARIO TAN ORLYDIA TAN OR MORRIS TAN 1,100,000 00.03%
9 | ABACUS SECURITIES CORPORATION 978,200 00.03%

10 | AIZAWA SECURITIES CO LTD 602,000 00.02%
11 | MAYBANK ATR KIM ENG SECURITIES INC. 507,000 00.01%
12 | MANDARIN SECURITIES CORPORATION FAO 497,900 00.01%
DONATA P. YU
13 | JOSEPH MARTIN H. BORROMEO 450,000 00.01%
14 | WAT WAI HOONG JOSEPH AND PHO LINL LIN 388,000 00.01%
15 | AB CAPITAL SECURITIES, INC. 381,000 00.01%
16 | MICHAEL T. WEE 320,700 00.01%
17 | OSCAR S. REYES 300,001 00.01%
18 | YAN, LUCIO W. 300,000 00.01%
19 | MAYBANK ATR KIM ENG SECURITIES, INC. 285,000 00.01%
20 | SINCERE SECURITIES CORPORATION 275,000 00.01%
Cash Dividends

For the last three calendar years, the Board of Directors approved the following declarations of cash
dividends: no dividends in the calendar year ended 31 December 2020, PhP162.5 million in calendar
year ended 31 December 2019, PhP163 million in calendar year ended 31 December 2018. Details of
the declarations are as follows:

Payable to

Dividend Per Stockholders of
Date of Declaration Share Record as of Date of Payment
16 April 2018 0.044 30 April 2018 25 May 2018
20 June 2019 0.044 16 July 2019 9 August 2019

Dividend Policy

The Company has a dividend policy to declare dividends to stockholders of record, which are paid out
of its unrestricted retained earnings. Any future dividends it pays will be at the discretion of the Board
of Directors after taking into account the earnings, cash flows, financial position, loan covenants, capital
and operating progress, and other factors as the Board of Directors may consider relevant. Subject to
the foregoing, the policy is to pay up to fifty percent (50%) of the profit as dividends. This policy may
be subject to future revision.

' This percentage refers to the shares held in Lotte Corporation’s name as recorded in the books of the Company. In the General
Information Sheet of the Company filed on 15 April 2021, Lotte Corporation is disclosed as the beneficial owner of 42.22% of the
Company’s issued and outstanding shares, with 123,074,500 shares or around 3.33% held through PCD Nominee Corp (Non-
Filipino).

2 |n a SEC Form 23-B filed on 23 November 2020, Lotte Chilsung reported its acquisition of 1,559,390,432 shares or around
42.22% of the Company’s issued and outstanding shares from Lotte Corporation. This transfer is yet to be recorded in the
Company'’s books pending presentation of documentary requirements to the stock transfer agent.



The declaration and payment of cash dividends are subject to approval by the Board of Directors without
need for stockholders’ approval. On the other hand, the declaration and payment of stock dividends
require the approval of the stockholders representing no less than two-thirds (2/3) of the Company’s
outstanding capital stock.

Recent Sales of Unregistered or Exempt Securities including Recent Issuance of Securities
Constituting an Exempt Transaction

There has been no recent sale of unregistered or exempt securities including recent issuance of
securities constituting an exempt transaction.

lll. FINANCIAL STATEMENTS

Please refer to the Audited Financial Statements of the Company for the calendar year ended 31
December 2020, which is attached as Exhibit | to the Annual Report (SEC Form 17-A), which is attached
to the Information Statement (SEC Form 20-IS) as Annex D.

Please refer to the Condensed Interim Financial Statements of the Company for the quarter ended 31
March 2021, which is attached to the Information Statement (SEC Form 20-1S) as Annex E.

IV. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

There has been no change in the independent auditing firm or handling partner or disagreements with
the independent Certified Public Accountant (“CPA”) on matters relating to the application and
interpretation of accounting principles or practices, tax laws and regulations, financial statement
disclosures or audit scope and procedures during the three (3) most recent fiscal years.

V. MANAGEMENT’S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION
A. For the calendar year ended 31 December 2019

Results of Operations

31 December 2020 versus 31 December 2019

The COVID-19 pandemic continues to impact the results in the 4" Quarter (“Q4”) of 2020. After
improving to a single digit decline in Net Sales in 3@ Quarter (“Q3") with the easing of quarantine
restrictions, the pandemic coupled with back-to-back typhoons in Q4 resulted in Net Sales decline of
13%. Despite these challenges, the company posted Operating Income of PhP23 million for the quarter
as it focused on driving more favorable mix and controlled spending.

On a year-to-date basis, Net Sales stand at PhP30.6 billion, a 13% decline from last year with total
comprehensive loss amounting to PhP629 million driven mainly by volume challenges from
government-imposed lockdowns in response to the COVID-19 pandemic partially helped by the
sustained drive to reduce operating expenses thru controlled trade and promo spending and other
discretionary administrative expenses.

31 December 2019 versus 31 December 2018

Beverages category brought in Net Sales amounting to PhP8.8 billion in the Q4, approximating last
year’s performance with pricing initiative helping to cushion impact of aggressive market competition.
Last quarter brings Full-Year 2019 Net Sales to PhP35.2 billion, a 5% growth versus last year, on the
strength of favorable pricing, mix and H1 volume recovery.

Q4 Gross Profit amounted to PhP1.5 billion a dip from last year as a result of volume challenges from
competition this year, as well as one-off favorable adjustment in COGS last year. Full-Year, Gross Profit



grew 19% to settle at PhP6.8 billion while improving Gross Margin by 228 bps to 19.4% driven by
favorable pricing and product mix.

Continued focus on cost management resulted in operating expenses in Q4 to decline from last year
helping net PhP90 million in Operating Profit during the period from a loss last year. Full-Year, Operating
Profit stands at PhP1 billion, a turnaround from operating loss posted during the same period last year.

Full-Year Beverage Net Income at PhP508 million from loss of PhP89 million last year.

In its meeting in September 2019, the Company’s Board of Directors approved the closure of its Snacks
manufacturing line to focus on its core business. Full-Year, losses from the discontinued operations
(net of tax) is at PhP211 million while Assets Held for Sale carved out in the Balance Sheet is at PhP430
million.

31 December 2018 versus 31 December 2017

Q4 posted Gross Sales of PhP10.4 billion, a 14% growth versus the same period last year on account
of the excise-driven price increase at the beginning of 2018.

Gross margin improved versus previous quarter by 81bps mainly from productivity improvements,
delivering Gross Profit of PhP1.6 billion.

Excluding one-off charges related to the implementation of Tax Reform for Acceleration and Inclusion
(“TRAIN”) and which were booked in Q4 2017, Operating Expenses for the quarter is largely in line with
prior year even with inflationary pressures during the period.

Year-To-Date, Gross Sales reached PhP38.4 billion, increasing 7% from the prior year.

The Company spent PhP2 billion in capital expenditure in 2018 for operating necessities and for future
growth.

Financial Condition and Liquidity

The Company’s operations are cash intensive. This capability to generate cash is one of its greatest
strengths. With its liquidity, the Company has substantial financial flexibility in varying operating policy
in response to market demands, in meeting capital expenditures through internally generated funds and
in providing the Company with a strong financial condition that gives it ready access to financing
alternatives (refer to Note 27 to the 31 December 2020 Audited Financial Statements for a detailed
discussion on the Company’s revolving credit facilities as of 31 December 2020).

Credit sales over the past three years have remained at the level of 50% to 60% of total sales. This
credit sales level reflects a shift from a direct distribution mode to a more efficient model of fostering
partnership with distributors and multi-route Entrepreneurial Distribution System contractors as well as
increase in Modern Trade business. Liquidity has remained healthy. Collection period were at 45 to 68
days, while, inventory days were at 4 to 22 days for the past three years. Trade payable days have
remained at manageable levels.

Decrease in current assets from PhP8,749 million as of 31 December 2019 to PhP8,228 million as of
31 December 2020 were due to increases in receivable — net PhP860 million, prepaid expenses and
other current assets of PhP36 million, and due from related parties of PhP45 million and increases in
inventory of PhP281 million, prepaid expenses and other current assets of PhP338 million and asset
held for sale PhP126 million and decrease in inventories of PhP1,124 million, and due from related
parties of PhP15 million.

Decrease in noncurrent assets from PhP17,475 million as of 31 December 2019 to PhP17,071 million
as of 31 December 2020 due to decreases in bottles and cases of PhP356 million, right of use assets
PhP122 million, and other noncurrent assets of PhP7 million, and an increase in deferred tax assets of
PhP33 million, property, plant and equipment of PhP23 million, investment in associates of PhP18
million, and intangible assets PhP7 million.



Decrease in current liabilities from PhP 11,478 million as of 31 December 2019 to PhP9,729 million as
of 31 December 2020 due to decreases in short-term debt of PhP900 million, accounts payable &
accrued expenses of PhP622 million and long-term debt current portion of PhP227 million.

Increase in noncurrent liabilities from PhP5,604 million as of 31 December 2019 to PhP7,057 million as
of 31 December 2020 due to increase in long-term debt of PhP1.752 billion, and other noncurrent
liabilities of PhP47 million and decrease in deferred tax liabilities of PhP346 million.

Total assets decreased from PhP26,224 million as of 1 December 2019 to PhP25,299 million as of 31
December 2020 mainly due to general decreases in assets as discussed above. Total liabilities
decreased from PhP17,082 million as of 31 December 2019 to PhP16,786 million as of 31 December
2020 mainly due to general decreases in payables as stated above.

Total equity decreased from PhP9,143 million to PhP8,514 million on account of total comprehensive
loss of PhP629 million in 2020.

Events That May Trigger Direct or Contingent Obligations

The Company is not aware of any event that resulted in a direct or contingent financial obligation as of
31 December 2020 that is material to the Company, including any default or acceleration of an
obligation.

Off-Balance Sheet Transactions

To the Company’s knowledge, there were no material off-balance sheet transactions, arrangements,
obligations (including contingent obligations), and other relation of the Company with unsolicited entities
or other persons created during the reporting period.

Key Performance Indicators

The following are the Company’s key performance indicators. Analyses are employed by comparisons

and measurements based on the financial data of the current period against the same period of previous
year.

2020 2019
Current ratio Current assets over current 0.8:1 0.8:1
liabilities
Solvency ratio Profit plus depreciation and 0.1:1 0.2:1
amortization over total liabilities
Bank debt-to-equity ratio Bank debt over total equity 0.91 0.8:1
Asset-to-equity ratio Total assets over equity 3.0:1 2.9:1
Operating margin Operating profit over net sales -1.5% 2.6%
Net profit margin Net profit over net sales 1.6% 0.8%
Interest rate coverage ratio | Earnings before interest and -0.9:1 2.01:1
taxes over interest expense

Current ratio increased due to decreases in liabilities. The changes in solvency, debt-to-equity and
asset-to-equity ratios were mainly due to decreases in net income and decreases in total assets and
total liabilities. The changes in operating margin, net profit margin and interest rate coverage ratios
were attributable to the decreases in operating income and net income.

Material Commitments for Capital Expenditures

The Company has ongoing definite corporate expansion projects approved by the Board of Directors.
As a result of this expansion program, the Company spent for property, plant and equipment as well as
bottles and shells amounting to PhP2,122 million, PhP2,475 million, and PhP 1,976 million for the years
ended 31 December 2020, 2019, and 2018, respectively. To this date, the Company continues to invest
in major capital expenditures in order to complete the remaining expansion projects lined up in line with
prior calendar year spending.



Factors that may Impact the Company’s Operations/Seasonality Aspects

Please refer to Part I, Iltem 1 (2)(0) of the SEC Form 17-A (Annual Report) for a discussion of Major
Risks.

Significant Elements of Income or Loss that did not arise from Continuing Operations
There were losses arising from discontinued operations of Snack business in September 2019.
B. For the quarter ended 31 March 2021

Results of Operations

The Company recorded Net Sales of PhP7.6 billion in the first quarter of 2021, just 1.3% lower than the
same period last year when notably the first two months were before the COVID-19 pandemic-related
quarantine and the corresponding significant decline in consumption. Increased focus on net revenue
realization via mix improvement and selective pricing actions cushioned the volume softness from
continued implementation of quarantine measures across the country. Coupled with cost
rationalizations, the Company delivered an Operating Profit to-date of PhP59 million, a turnaround from
last year’s loss, while Net Income stands at PhP36 million.

Financial Condition
The Company’s financial condition remained solid. Cash flows from operating activities were used to
fund capital expenditures needs and payoff a portion of the Company’s bank debt. Consequently, the

Company’s bank debt increased by PhP826 million in comparison with 31 December 2020 balance.

There were no material changes (+/-5% or more) that were noted during the three-month interim period
ended 31 March 2021.

Known Trends, Demands, or Uncertainties That May Affect Liquidity

The Company is not aware of any trend that may affect its liquidity. Refer to Note 11 to the Condensed
Interim Financial Statements for the quarter ended 31 March 2021 for a discussion of the Company’s
liquidity risk and financial risk management.

Events That May Trigger Direct or Contingent Obligations

The Company is not aware of any events that will trigger direct or contingent financial obligation that is
material to the Company, including any default or acceleration of an obligation.

Off-Balance Sheet Transactions

To the Company’s knowledge, there are no material off-balance sheet transactions, arrangement,
obligations (including contingent obligations), and other relationship of the Company with
unconsolidated entities or other persons created during the reporting period.

Material Commitments for Capital Expenditures

The Company has ongoing definite corporate expansion projects approved by the Board. As a result
of this expansion program, the Company spent for property, plant and equipment as well as bottles and
cases amounting to PhP904 million and PhP1.42 billion for the three months ended 31 March 2021
and 2020, respectively. To this date, the Company continues to invest in major capital expenditures in
order to complete the remaining expansion projects lined up in line with prior calendar year spending.

Trends or Uncertainties That May Impact Results of Operations

The Company’s performance will continue to hinge on the overall performance of the Philippine
economy, the natural seasonality of operations, and the competitive environment of the beverage



market in the Philippines. Refer to Note 11 to the Condensed Interim Financial Statements for the
quarter ended 31 March 2021 for a discussion of the Company’s Financial Risk Management.

Significant Elements of Income or Loss that did not Arise from Continuing Operations
There were no significant elements of income or loss that arise from continuing operations.
Seasonality Aspects That May Affect Financial Conditions or Results of Operations

Please refer to Note 4 to the Condensed Interim Financial Statements for the quarter ended 31 March
2021 for a discussion of the seasonality of the Company’s operations.

Key Performance Indicators
The following are the Company’s key performance indicators. Analyses are employed by comparisons

and measurements based on the financial data of the current period against the same period of previous
year.

31 March 2021 31 December 2020
Current ratio Current assets over current 0.8:1 0.8:1
liabilities
Solvency ratio Net income plus 0.04:1 0.1:1
depreciation and
amortization over total
liabilities
Bank debt-to-equity ratio | Bank debt over total equity 0.98:1 0.88:1
Asset-to-equity ratio Total assets over equity 3.0:1 3.0:1
For the three months ended March 31
2021 2020
Gross sales PhP8.7 billion PhP8.8 billion
Gross profit margin Gross profit over net 19.01% 16.4%
sales
Operating margin Operating income over 0.78% -2.3%
net sales
Net profit margin Net profit over net 0.48% -2/1%
sales
Interest rate coverage | Earnings before 0.9:1 2.0:1
ratio interest and taxes over
interest expense

VI. CORPORATE GOVERNANCE
Manual of Corporate Governance

The Company first adopted its Manual on Corporate Governance (the “Manual”) on 21 June 2007, and
has since revised it based on the various relevant regulations issued by the SEC. Most recently on 13
May 2020, the Board revised the Manual to align its provisions with the Charter of the Board of Directors
and the charters of the Board committees.

The Manual details the standards by which the Company conducts sound corporate governance that is
coherent and consistent with relevant laws and regulatory rules, and constantly strives to create value
for its stockholders and other stakeholders.

Compliance with the Manual’s standards is monitored by the Company’s Compliance Officer and Chief
Risk Officer. Ultimate responsibility rests with the Board, which currently maintains three (3) standing
committees, i.e., the Audit Committee, the Compensation and Remuneration Committee, and the
Nomination and Governance Committee, each charged with oversight into specific areas of the
Company’s business activities.



On 11 December 2019, the Board adopted its Board Charter and the charters of the Board committees.
The Board Charter formalizes and clearly states the Board’s roles, responsibilities, and accountabilities
in carrying out its fiduciary duties. The charter of each Board committee provides the committee
objectives, duties and functions, membership and organization, reporting process, resources, and other
relevant information, as well as its performance evaluation.

Board Committees

While the Company’s By-Laws provide for an Executive Committee, the Board has not found it
necessary to constitute this committee given the effective dynamics among the Board and the three
working Board committees below.

The Audit Committee primarily assists with the Board’s oversight capability over the Company’s
financial reporting, internal control system, internal and external audit processes, and compliance with
applicable laws and regulations. The Committee also assists with the Board oversight capability over
the Company’s Enterprise Risk Management responsibilities to ensure its functionality and
effectiveness, and with the Board’s oversight capability over all material Related Party Transactions of
the Company. The incumbent members of the Audit Committee are as follows: Messrs. Rafael M.
Alunan III (Chairman/Independent Director), Oscar S. Reyes (Independent Director), Yongsang You,
and Ms. Yuan Wang.

The Compensation and Remuneration Committee assists the Board in developing a formal and
transparent procedure and policy for determining the remuneration of the members of the Board and
the Company’s key executives. The incumbent members of the Compensation and Remuneration
Committee are as follows: Messrs. Oscar S. Reyes (Chairman/Independent Director), Rafael M. Alunan
[l (Independent Director), Yongsang You, and Parinya Kitjatanapan.

The Nomination and Governance Committee primarily assists the Board in the performance of its
Corporate Governance responsibilities, and the determination of the nomination and election process
for the Company’s Directors and officers. The incumbent members of the Nomination and Governance
Committee are as follows: Messrs. Oscar S. Reyes (Chairman/Independent Director), Yongsang You,
and Jay Buckley.

Compliance with the Manual

For purposes of evaluating compliance with the Manual, the Company has adopted the self-rating form
prescribed by the SEC, or the Integrated Annual Corporate Governance Report (SEC Form I-ACGR).
In line with this, and pursuant to the requirements of the SEC, the Company submitted its first Annual
Corporate Governance Report (“ACGR”) for 2012 on 28 June 2013, and has submitted the ACGR and
the revised Integrated Annual Corporate Governance Report form, yearly thereafter until 2020. In 2021,
after voluntarily delisting from the Philippine Stock Exchange, it submitted a Compliance Officer's
Certification (SEC Form CG-2020) in lieu of an Integrated Annual Corporate Governance Report.

The Company continues to comply with its Manual through the election of independent directors to the
Board; the constitution of the Board Committees, the membership of which include independent
directors; the adoption of a Charter of the Board of Director and charters of each of the Board
committees; the conduct of regular meetings of the Board and the Board committees; adherence to the
Company’s Code of Conduct; and adherence to applicable accounting standards and disclosure
requirements.

The Company adheres to an Annual Operating Plan, which includes a business plan, budget and
marketing plan. Management prepares and submits to the Board, on a regular basis, financial and
operational reports which enable the Board and Management to assess the effectiveness and efficiency
of the Company.

The Company continues to evaluate and review its Manual as well as its over-all corporate governance
framework to ensure that best practices on corporate governance are being adopted.
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FOR APPROVAL BY THE STOCKHOLDERS AT THE 2021 ANNUAL STOCKHOLDERS’ MEETING

MINUTES OF THE 2020 ANNUAL STOCKHOLDERS’ MEETING OF
PEPSI-COLA PRODUCTS PHILIPPINES, INC.

Held virtually via https://www.pepsiphilippines.com/AnnualStockholdersMeeting2020
on 20 August 2020 at 9:00 a.m.
(Stockholders’ Meeting No. 2020/2021-001)

STOCKHOLDERS PRESENT
Total No. of Issued and Outstanding Shares entitled to vote 3,693,772,279
Total No. of Shares of Stockholders Participating by Remote Communications 3,492,778,434
Total No. of Shares of Stockholders Voting in absentia -
Total No. of Shares of Stockholders Present by Proxy 5,880,966
Total No. of Shares Present 3,498,659,400
Percentage of Shares of Stockholders Present 94.72%

STOCKHOLDERS PRESENT

Lotte Corporation

Lotte Chilsung Beverage Co. Ltd.
Quaker Global Investments B.V.
Deutsche Bank

Standard Chartered

Catherine Faith M. Bitalac

Alex C. Catindig

Veronica G. de Jesus

Roderick V. Osial

Ivy A. Valdez

DIRECTORS PRESENT
Oscar S. Reyes Chairman and Independent Director
Rafael M. Alunan I1I Vice-Chairman and Independent Director
Frederick D. Ong Director and President and Chief Executive Officer
OFFICERS PRESENT
Jin Man Kim Executive Vice President for Strategic Supply Chain and Operations

Domingo F. Almazan  Senior Vice-President for National Sales and Distribution

Ma. Vivian A. Cheong  Senior Vice-President for Human Resources and Corporate Affairs & Communications

Young Duk Kang Senior Vice-President, Chief Strategy Officer, Compliance Olfficer, and Data Protection Office.
Aristedes H. Alindogan Vice-President and Senior General Manager — Luzon 2

Lyndon J. Cuadra Vice-President and Senior General Manager — Visayas

Kristine L. Evangelista Corporate Secretary

PEPSI-COLA PRODUCTS PHILIPPINES, INC.
Annual Stockholders” Meeting
20 August 2020


https://www.pepsiphilippines.com/Annual

FOR APPROVAL BY THE STOCKHOLDERS AT THE 2021 ANNUAL STOCKHOLDERS’ MEETING

I CALL TO ORDER

The Chairman of the Board of Directors (the “Board”) of Pepsi-Cola Products Philippines, Inc. (the “Company”
or “PCPPI”), Mr. Oscar S. Reyes, called the meeting to order. The Corporate Secretary, Atty. Kristine L.
Evangelista, recorded the minutes of the proceedings.

I1. CERTIFICATION OF NOTICE AND OF QUORUM

The Corporate Secretary certified that on 6 July 2020, the notice and agenda for the annual stockholders’
meeting, as well as the procedures on participation by remote communications and voting in absentia, were made
available to the stockholders of record as of record date through the PSE EDGE platform and to the stockholders
who registered to participate or vote upon the matters for approval in the meeting. The notice and agenda were
also published on 28 July 2020 and 29 July 2020 in the business section of the Philippine Star and Business
Mirror in both the print and online (OneNews.ph and BusinessMirror.com.ph) formats. The Corporate Secretary
also certified that there was a quorum to conduct business, there being a total of 3,498,659,400 shares
represented, constituting 94.72% of the total outstanding capital stock of the Company, or more than 50% of the
Company’s total outstanding capital stock.

As the meeting was called to order, the stock and transfer agent again certified that a total of 3,498,659,400
shares represented in person and by proxy, constituting 94.72% of the Company’s total outstanding capital stock,
was present at the meeting.

I11. INSTRUCTION ON RULES OF CONDUCT AND VOTING PROCEDURES

The Corporate Secretary reported that stockholders were furnished copies of the voting procedures and an
explanation of the agenda items. Upon the Chairman’s request, the Corporate Secretary explained the rules of
conduct and voting procedures for the meeting.

The Corporate Secretary explained that, under the procedures on participation by remote communications and
voting in absentia, the stockholders may send their questions or comments to corporatesecretary@pcppi.com.ph,
and that questions and comments received as of 8:30 a.m. will be read and addressed under “Other Matters”.

The voting procedures provide that stockholders of record are entitled to one vote per share, except in the election
of directors where a stockholder may vote such number of shares as he or she holds on record multiplied by the
number of directors to be elected (i.e., nine (9) directors). The procedures permit stockholders participating by
remote communications to vote through a digital ballot until the end of the meeting. The username and password
to access the digital ballot were provided by email to the duly registered stockholders. Stockholders who
appointed the Chairman as their proxy have cast their votes using their proxy forms.

The votes were tabulated by the Corporate Secretary, assisted by the stock transfer agent. The Corporate
Secretary reported that, at the end of the proxy validation process on 17 August 2020 at 5:00 p.m., stockholders
owning 3,498,590,400 shares equivalent to 99.99% of the total shares represented in the meeting and 94.72% of
the total issued and outstanding stock of the Company had cast their votes on the items for consideration. The
Corporate Secretary referred to this partial tabulation in reporting the voting results throughout the meeting. The
remaining votes that were cast are now included and reflected in these minutes.
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Iv. APPROVAL OF THE MINUTES OF THE ANNUAL STOCKHOLDERS’ MEETING HELD
ON 11 MAY 2018

The Chairman then proceeded with the approval of the minutes of the annual stockholders’ meeting held on 24
May 2019.

The Corporate Secretary reported that a copy of the minutes of the meeting was attached to the Definitive
Information Statement made available to the stockholders before the meeting. A copy of the minutes was also
posted on the Company’s website.

The Corporate Secretary presented Stockholders’ Resolution No. 2020/2021-001, which was displayed on the
screen, and reported the approval by the stockholders based on the votes received:

Stockholders’ Resolution No. 2020/2021-001

RESOLVED, that the stockholders of Pepsi-Cola Products Philippines, Inc.
(the “Corporation”) approve, as they hereby approve, the minutes of the
Corporation’s Annual Stockholders’ Meeting held on 24 May 2019.

As tabulated by the Corporate Secretary, the votes on the adoption of Stockholders’ Resolution No. 2020/2021-
001 are as follows:

Vote Number of votes | Percentage of shares represented
For 3,498,590,400 99.99%
Against 0 -
Abstain 0 -
Total 3,498,590,400 99.99%

V. REPORT OF THE PRESIDENT AND CHIEF EXECUTIVE OFFICER

The President and Chief Executive Officer, Mr. Frederick D. Ong, reported on the results of the operations of
the Company for the calendar year ended 31 December 2019 and the efforts undertaken by Management for the
year.

Mr. Ong began his report by stating that it is their inherent belief in PCPPI that they exist primarily to deliver
responsibly on their commitment to create value for their stakeholders. Coming out of the Company’s Win as
One goal in 2019, and with thanks to the programs and initiatives implemented by his predecessor, Mr. Yongsang
You, Mr. Ong was happy to report the Company’s achievements for 2019.

Mr. Ong stated that 2019 was a solid year compared to a challenging 2018, with the Sugar Tax imposed on the
industry. The Company saw positive financial outcomes with a 4% increase in gross sales from PhP38.4 billion
in 2018 to PhP40.1 billion in 2019. This trickled down to the Company’s gross profit which significantly
improved by 19% from PhP5.7 billion in 2018 to PhP6.8 billion in 2019 due to the efficient management of
manufacturing cost and maintenance of low level of sales and discounts. The Company delivered a net profit of
almost PhP300 million last year, coming from a loss of almost PhP200 million in 2018. The Company invested
PhP2.7 billion in capital expenditures (“CAPEX”) in 2019 and delivered earnings before interest, taxes,
depreciation, and amortization (EBITDA) of PhP3.6 billion last year, which is an upturn of PhP1.1 billion from
PhP2.5 billion in 2018, thus maintaining the Company’s liquidity.

Mr. Ong attributed the Company’s financial wins to its key achievements in 2019. The Company introduced a
new product line in the Gatorade portfolio, Gatorade Ion, and revitalized the marketing of Gatorade with the
Gatorade Win as One Campaign. Further, the Company saw a growth in exclusive partnerships, with the notable
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addition of Penong’s BBQ and Grill, one of the fast-expanding food chains south of the Philippines. The
Company aims to build more exclusive partnerships with similar institutions in the years to come.

Mr. Ong also highlighted the Company’s operational efficiencies. The Company steered the business towards
greater optimization of work systems by establishing the Strategic Supply Chain and Operations (SSCO)— an
alignment strategy across all functions that touched the supply chain process. Management also positioned the
Company towards focused growth and ceased the local production of the snack plant in Cabuyao, Laguna to
further center operations on its expanding beverage lines.

The Company also focused on sustainability in 2019 with the creation of the Sustainability Task Force, to
reinforce, standardize, and continuously improve the Company’s sustainability practices. The Company
institutionalized its three Sustainability Pillars: Circular Economy, Water Stewardship, and Inclusive Business.
This is consistent with PepsiCo’s 2025 sustainability vision of 20% reduction in fuel and electricity usage, 25%
reduction in water usage, and 35% reduction in virgin plastic content in plastic packaging. Mr. Ong informed
stockholders that the Company invested PhP100.3 million in sustainability efforts, which includes the water
recycling and reuse project, with Muntinlupa as the pilot plant. This initiative is set to be implemented across all
plants to create a profound and integrated impact on the Company’s way of consuming water. Despite restrictions
on the access to traditional sources of groundwater to fuel operations, the Company was able to strengthen its
water stewardship through purposeful water usage in its operations, integrated watershed management, and
knowledge sharing on sanitation and prudent water use among internal and external stakeholders.

Mr. Ong reported that the Company created more than seven thousand (7,000) jobs for its partner Micro, Small
& Medium Enterprises (MSMEs) through the Entrepreneurship Distribution System, and supported various
advocacies such as education, diversity, and disaster resilience, which all directly benefitted the communities
where the Company operates.

The Company was able to save PhP108 million from resource management, and reduce carbon footprint
production by 450 MT across all plants. Because of these efforts, the Company bagged the prestigious Asia CEO
Awards “Circle of Excellence” for the Luntian Yaman and Water for Peace in Marawi, and the Asia Responsible
Enterprise Awards 2019 for the same program in Marawi.

Significantly, the Company celebrated its thirtieth (30") anniversary under the “Pepsi-Cola Products Philippines,
Inc.” name last year. The Company also celebrated the induction of its San Fernando Pampanga plant into the
local government unit (“LGU”’) Hall of Fame for receiving the “Healthiest Workplace” Award three (3) years in
a row. In addition, the Company won three (3) awards from 7-Eleven, namely, Innovation, Brand Activation
Partnership, and Account Management. The Sta. Rosa business unit also gained recognition from Citimart for
being the Most Improved Supplier and Excellence in Branding.

The “Great to Be Pepsi” mantra has been continuously echoed within the organization, and the Company’s
employees, referred to as Bravehearts, are exemplifying and living this mantra through their increased sense of
volunteerism. Mr. Ong recognized the Bukluran Councils, which serve as the Company’s empowerment arm,
for delivering on the promise of taking care of the business, each other, and the Company’s communities. Mr.
Ong said that the Company places a premium on the welfare of the employees, who have been its main driving
force from day one. The Company constantly aims for their growth through developmental programs, which
begins from their on-boarding, to their skills enhancements as they become leaders. Through all of these, the
Company has underscored the P.E.P.S.I values of Passion, Excellence, Professionalism, Service, and Integrity.

Mr. Ong acknowledged that 2020 has proven to be a very tumultuous year, not just for PCPPI and the industry,
but for all sectors of society. Though these unprecedented events have affected PCPPI’s business, Mr. Ong
assured stockholders that the Company remains committed to delivering on its promise. In dealing with COVID-
19, the Company’s goal is to ensure minimal impact of the pandemic on its business, its people, and its operations
by developing three main guiding principles: first is to help the employees cope safely during the enhanced
community quarantine (“ECQ”) or lockdown period, second is to support the Company’s community and
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partners across the country, and third is to remain responsible in delivering its obligation in service to the Filipino
people.

The Company made sure to provide a safer work environment for the employees, and introduced flexible work
arrangements such as work from home, skeleton workforce, and telsell or phone sales, among others. The
Company also timed the early release of salaries and pro-rated 13th month pay to ease the financial burden
brought about by the imposed lockdowns. Those who went to work as part of the skeleton workforce were
provided with free board and lodging, meal allowances, face masks, and personal protective equipment
(“PPEs”). The Company also kept the employees’ mental health in mind through a series of webinars and
consultation sessions for them to understand the current situation and cope safely with it in the comforts of their
homes and with their families.

PCPPI also donated more than 165,000 bottles or around 9,000 cases of assorted drinks to hospitals, quarantine
facilities, and checkpoints to hydrate and uplift the spirits of the frontliners, and lent more than a hundred tents
to LGUs for their checkpoints nationwide. The Company also made its services available to its customers,
distributors, and suppliers through skeletal manning and many community partnerships, while still making sure
that both its employees and consumers were safe and protected.

As a company that delivers essential goods, the Company was able to continue manufacturing, selling, and
distributing products even during the ECQ period, within the government approved guidelines and protocols.
The Company made sure that the stores and grocery shelves were filled with hydration products, and
implemented new and safe ways to deliver goods right at the customers’ doorsteps to meet their ever-changing
demands through a local community partnership program.

To manage its level of liquidity, Mr. Ong reported that the Company drove down its cost by seven percent (7%)
and rationalized its planned capital investments in 2020 by eighteen percent (18%). Despite these measures, the
Company was able to fully support the needs of its customers and consumers, and keep stock levels intact. More
importantly, despite other big businesses scaling down and closing, no one in PCPPI was let go and no employee
lost his/her job during the COVID-19 pandemic.

Mr. Ong concluded his report by reassuring stockholders that PCPPI is steadfast in achieving its goals and poised
to reach bigger milestones in the years ahead. As the new President and Chief Executive Officer, his first priority
work was to put strategic agenda and growth targets in place, with firm emphasis on healthy financials, complete
portfolio management, people development, stronger delivery on quality, productivity, and health and regulatory
compliance. He then invited viewers to watch PCPPI’s corporate video.

After the corporate video was shown, the Chairman stated that the President and Chief Executive Officer’s report
on the results of the Company’s operations for calendar year ended 31 December 2019 was noted for the record.

VI. PRESENTATION OF AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31
DECEMBER 2019

The Chairman proceeded to the next agenda item, which was the presentation and approval of the Company’s
audited financial statements for the calendar year ended 31 December 2019 (“4£S”). The Corporate Secretary
reported that a copy of the AFS, which forms part of the Company’s Annual and Sustainability Report, was
attached to the Definitive Information Statement made available to the stockholders before the meeting.

The Corporate Secretary presented Stockholders’ Resolution No. 2020/2021-002, which was displayed on the
screen, and reported the approval by the stockholders based on the votes received:
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Stockholders’ Resolution No. 2020/2021-002

RESOLVED, that the stockholders of Pepsi-Cola Products Philippines, Inc.
(the “Corporation”) note, accept and approve, as they hereby note, accept and
approve, the Corporation’s Audited Financial Statements for the calendar year
ended 31 December 2019.

As tabulated by the Corporate Secretary, the votes on the adoption of Stockholders’ Resolution No. 2020/2021-
002 are as follows:

Vote Number of votes | Percentage of shares represented
For 3,498,590,400 99.99%
Against 0 -
Abstain 0 -
Total 3,498,590,400 99.99%

VII. RATIFICATION OF ACTS OF THE BOARD OF DIRECTORS AND MANAGEMENT FOR
THE PREVIOUS YEAR

The Chairman proceeded to the next agenda item, which was the ratification of the acts of the Board of Directors
and Management from the last annual stockholders’ meeting held on 24 May 2019 to date.

The acts and resolutions of the Board of Directors include those of its Committees exercising powers delegated
by the Board. These acts and resolutions are reflected in the minutes of the meetings, and include the election of
officers and members of the Board Committees, appointment of authorized representatives for various
transactions, treasury matters, contracts, and other material matters duly and timely disclosed to the Securities
and Exchange Commission and the Philippine Stock Exchange, as well as posted on the Company’s website.

The acts of Management include acts that the Company’s officers performed to implement the resolutions of the
Board or its Committees, or in connection with the Company’s general conduct of business.

The Corporate Secretary presented Stockholders’ Resolution No. 2020/2021-003, which was displayed on the
screen, and reported the approval by the stockholders based on the votes received:

Stockholders’ Resolution No. 2020/2021-003

RESOLVED, that the stockholders of Pepsi-Cola Products Philippines, Inc.
(the “Corporation”) ratify and approve, as they hereby ratify and approve, all
acts and resolutions of the Corporation’s Board of Directors, including those
of the Board Committees, all acts of the Management, as well as all contracts
and transactions entered into by the Corporation from the last annual
stockholders’ meeting held on 24 May 2019 to date.

As tabulated by the Corporate Secretary, the votes on the adoption of Stockholders’ Resolution No. 2019/2020-
003 are as follows:

Vote Number of votes | Percentage of shares represented
For 3,498,590,400 99.99%
Against 0 -
Abstain 0 -
Total 3,498,590,400 99.99%
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VIII. PRESENTATION OF THE PROPOSED AMENDMENTS TO THE AMENDED ARTICLES
OF INCORPORATION

The Chairman proceeded to the next order of business, which was the presentation and approval of the proposed
amendments to the Company’s Amended Articles of Incorporation.

The Corporate Secretary confirmed that the proposed amendments to the Company’s Amended Articles of
Incorporation were approved by the Board of Directors in its meeting held on 13 May 2020 and gave a brief
overview of the proposed amendments, which are outlined and discussed in the Definitive Information
Statement.

The Company’s Amended Articles of Incorporation are being amended to align its provisions with the Charter
of the Board of Directors and the charters of the Board committees adopted on 11 December 2019. The Charter
of the Board of Directors and charters of the Board committees were drafted to be consistent with the
recommendations under the Code of Corporate Governance for Publicly-Listed Companies to the fullest extent
possible. There are two proposed amendments to the Amended Articles of Incorporation:

First, all references to the “Nomination Committee” are amended to refer to the “Nomination and Governance
Committee,” which has assumed governance functions and been renamed as such under the Nomination and
Governance Committee Charter.

Second, the Nomination and Governance Committee was empowered to give recommendations on the
recruitment, hiring, or change in the terms of employment of the six (6) highest-paid executives, officers, and/or
directors.

The Corporate Secretary presented Stockholders’ Resolution No. 2020/2021-004, which was displayed on the
screen, and reported the approval by the stockholders based on the votes received:

Stockholders’ Resolution No. 2020/2021-004

RESOLVED, that the stockholders of Pepsi-Cola Products Philippines, Inc.
(the “Corporation”) approve as they hereby approve the following
amendments to the Amended Articles of Incorporation:

“TWELFTH: xxx XXX XXX
(b) Each of the directors and members of the Executive, Audit,

Nomination and Governance, Compensation and Remuneration, and other
committees, X X X.

XXX XXX XXX

(e) For as long as the Appointments remain effective, x x X the
affirmative vote of three-fourths or 75% of the directors shall be required for
the validity of any of the following acts:

(10)  Recruitment, hiring, or otherwise changing terms of employment
(including compensation, severance, or termination) for the six (6) highest-
paid executives, officers and/or directors of the Corporation other than such
terms as recommended by the Nomination and Governance Committee and
Compensation and Remuneration Committee of the Corporation;

b3

XXX XXX XXX.
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As tabulated by the Corporate Secretary, the votes on the adoption of Stockholders’ Resolution No. 2020/2021-
004 are as follows:

Vote Number of votes | Percentage of shares represented
For 3,498,590,400 99.99%
Against 0 -
Abstain 0 -
Total 3,498,590,400 99.99%

IX. PRESENTATION OF THE PROPOSED AMENDMENTS TO THE AMENDED BY-LAWS

The Chairman proceeded to the next order of business, which was the presentation and approval of the proposed
amendments to the Company’s Amended By-Laws.

The Corporate Secretary gave a brief overview of the proposed amendments to the Company’s Amended By-
Laws, which were likewise approved by the Board of Directors in its meeting held on 13 May 2020. The
proposed amendments to the Company’s Amended By-Laws, which are also outlined and discussed in the
Information Statement, are intended to align its provisions with the Charter of the Board of Directors and the
charters of the Board committees adopted on 11 December 2019. There are seven (7) proposed amendments to
the Amended By-Laws:

First, that the number of Independent Directors shall be increased from two (2) to a minimum of two (2) or such
number that will constitute twenty-percent (20%) of the members of the Board, whichever is higher.

Second, that the Board’s opinion shall be considered material in determining the qualifications of an Independent
Director.

Third, that in the absence of the Chairman and Vice-Chairman, the President or the Chief Executive Officer shall
have the duty to preside at the meetings of the Board of Directors and the stockholders.

Fourth, that the members of the Board shall be permitted to attend Board meetings through all authorized means
of remote communications, such as - web conferencing, and other electronic means, aside from teleconferencing
and video conferencing.

Fifth, that members of the Board committees shall be authorized to deem a committee meeting as duly convened
by agreement, despite shorter notice, and that the members shall be allowed to consent to short notices or waive
notices of any committee meeting.

Sixth, that all references to the “Nomination Committee” in the Company’s By-Laws are amended to refer to
the “Nomination and Governance Committee.”

Seventh, that the composition, functions, and duties of Board committees and qualifications of committee
members are amended to reflect the changes introduced in the charters of the Board committees. These changes
are discussed in detail in the Definitive Information Statement.

The Corporate Secretary presented Stockholders’ Resolution No. 2020/2021-005, which was displayed on the
screen, and reported the approval by the stockholders based on the votes received:
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Stockholders’ Resolution No. 2020/2021-005

RESOLVED, that the stockholders of Pepsi-Cola Products Philippines, Inc.
(the “Corporation™) approve, as they hereby approve, the following
amendments to the Corporation’s Amended By-Laws:

“Article I1I
DIRECTORS

SECTION 1. x x x. All Directors shall at all times possess all the
qualifications and none of the disqualifications provided for in the Articles of
Incorporation, these By-Laws, the Manual on Corporate Governance (the
“Manual”), applicable laws, regulations, and resolutions and rules passed or
adopted by the Nomination and Governance Committee.

XXX XXX XXX

SECTION 6. The Board of Directors may hold meetings, after due notice, by
telephone call conference, video conference, web conference or such other
allowable electronic means to the extent permitted by and under the rules and
requirements established by applicable Philippine law, x x x.

SECTION 10. The Board of Directors shall create and appoint the following
committees: an Executive Committee, an Audit Committee, a Nomination and
Governance Committee, a Compensation and Remuneration Committee, and
may create such other committees as it may deem necessary or convenient.
The Executive Committee, the Audit Committee, the Nomination and
Governance Committee, and the Compensation and Remuneration Committee
shall resolve all matters brought before it (including the election of their
respective Chairmen) by the unanimous vote of its Director-members. X X X.

10.1. XXX XXX XXX

The Executive Committee shall have and exercise all the powers of the Board
of Directors during the intervals between Board meetings except for: x x x (6)
such other matters as may be specifically excluded or limited by the Board or
by the Revised Corporation Code. X x x.

10.2.  The Audit Committee shall be composed of four (4) members of the
Board, with at least two (2) members being independent. Each member must
have relevant background, knowledge, skills and/or experience in the areas of
accounting, auditing and finance and shall have adequate understanding of the
Corporation's financial management systems and environment. At least one
(1) member of the Audit Committee must have relevant thorough knowledge
and experience on risk and risk management. The Chairman of the Audit
Committee shall be an independent director, and shall not simultaneously be
the Chairman of the Board or any other committee. The Audit Committee
shall meet at least once every three (3) months and shall assist the Board in
the performance of its oversight responsibility for: (a) the Corporation's
financial reporting process, audit process, and monitoring of compliance with
applicable laws, rules and regulations, including supervising the formulation
of rules and procedures on financial reporting and internal control; (b) the
Corporation's _internal controls; (c) the Corporation's appointment,
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reappointment, removal, and payment of the fees of the External Auditor; (d)
the Corporation's risk management process; and (e) the Corporation's
transactions with Related Parties. The Audit Committee shall also perform
all of its other duties and responsibilities provided in the Manual. The Audit
Committee shall have an Audit Committee Charter as provided in the Manual.
The Audit Committee shall keep minutes of each of its meetings, which shall
be presented at the next succeeding meeting of the Board of Directors for
ratification.

10.3.  The Nomination and Governance Committee shall be composed of
three (3) members, at least one (1) of whom shall be an independent director.
The Board of Directors may also designate non-voting members as it may on
a case-to-case basis require for purposes of advising the Committee. The
Chairman of the Nomination and Governance Committee shall be an
independent director, and shall not simultaneously be the Chairman of the
Audit Committee. The Nomination and Governance Committee shall meet at
such times and places it considers appropriate, provided that one (1) meeting
shall be held after the close of the nomination period for the election of
Directors and prior to the finalization of the Corporation’s information
statement. The Nomination and Governance Committee shall undertake the
following duties and functions relating to corporate governance: (a) oversee
the implementation of the corporate governance framework and periodically
review said framework to ensure it remains appropriate in light of material
changes to the Corporation’s size, complexity and business strategy. as well
as its business and regulatory environments; (b) oversee the periodic
performance evaluation of the Board and its committees as well as
Management, and conduct an annual self-evaluation of its performance: (c)
ensure that the results of the Board evaluation are shared, discussed, and that
concrete action plans are developed and implemented to address the identified
arcas for improvement; (d) recommend continuing education/trainin

programs for directors, assignment of tasks/projects to the board committees,
and succession plan for the directors and officers; (¢) recommend corporate
governance policies and ensure that these are reviewed and updated regularly,
and consistently implemented in form and substance; and (f) propose and plan
relevant trainings for the directors, as well as for the induction of new
directors. It shall also undertake the following duties and responsibilities
relating to the nomination and election of directors: (a) establish and adopt a
formal and transparent Board nomination and election policy, aligned with the
strategic direction of the Corporation, that shall include how the committee
accepts nominations and assesses the qualifications of the nominated
candidates, which policy shall also include an assessment of the
effectiveness of the Board of Directors’ processes and procedures in the
nomination, election, and replacement of directors; (b) pre-screen and shortlist
all candidates nominated to become a member of the Board of Directors in
accordance with the qualifications and disqualifications provided for in the
Articles of Incorporation, By-laws, the Manual on Corporate Governance,
applicable laws, regulations, and resolutions and rules passed or adopted by it,
the stockholders, the Board of Directors, including disqualifying nominees
who, represent an interest adverse to or in direct conflict with those of the
Corporation; (c¢) advise the Board and the stockholders, as applicable, whether
the directors continue to be qualified or disqualified from continuing as
members of the Board of Directors; (d) define the roles, duties, and
responsibilities of the Chief Executive Officer and other members of senior
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management by integrating the dynamic requirements of the business as a
going concern and future expansionary prospects within the realm of good
corporate governance at all times. In carrying out its duties, it shall request the
assistance of the Senior Vice-President for Human Resources and the Human
Resources Department. The Nomination and Governance Committee shall
keep minutes of each of its meetings, which shall be presented at the next
succeeding meeting of the Board of Directors for ratification.

10.4. The Compensation and Remuneration Committee shall be composed of
four (4) members, two (2) of whom shall be independent directors. The Board
of Directors may also designate non-voting members as it may on a case-to-
case basis require for purposes of advising the Committee. The Chairman of
the Compensation and Remuneration Committee shall be an independent
director, and shall not simultaneously be the Chairman of the Audit
Committee. The Compensation and Remuneration Committee shall meet at
least once a year, and shall x x x (b) designate the amount of remuneration,
which shall be in a sufficient level to attract directors and officers who are
needed to run the Corporation successfully, subject to approval of the Board;
X x X (e) to the extent required by law or regulation, provide in the
Corporation's annual reports, and information and proxy statements, a clear,
concise, and understandable disclosure of all fixed and variable compensation
that may be paid to its directors and top four (4) management officers for the
previous fiscal year, x x x_and (g) perform other duties and activities that the
Committee or Board of Directors consider appropriate in the context of the
Compensation and Remuneration Manual. X X X.

10.5. XXX XXX XXX

Each of the members of the Executive, Audit, Nomination and Governance,
Compensation and Remuneration, and other committees shall receive written
notice (whether by personal delivery, /\ facsimile or electronic mail) of all
meetings of such committee, at least seven (7) days prior to the date of any
such meeting. x x x. Notwithstanding that a meeting is called by shorter notice,
it shall be deemed to have been duly convened if it is so agreed by the members
present in the meeting. A member may consent to short notice and may waive
notice of any meeting of the committee and any such waiver may apply

retroactively.

SECTION 13. xxx XXX XXX

(10) Recruitment, hiring, or otherwise changing terms of employment
(including compensation, severance, or termination) for the six (6)
highest-paid executives, officers and/or directors of the Corporation
other than such terms as recommended by the Nomination and
Governance Committee and Compensation and Remuneration
Committee of the Corporation;

XXX XXX XXX
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Article III-A
INDEPENDENT DIRECTORS

SECTION 1. The Corporation shall, to the extent required by law or
regulation, have at least two (2) independent directors or such number of
independent directors as will constitute at least twenty percent (20%) of the
members of the Board, whichever is the higher. All Directors, including
Independent Directors, shall at all times possess all the qualifications and none
of the disqualifications provided for in the Articles of Incorporation, these By-
laws, the Manual, applicable laws, regulations, and resolutions and rules
passed or adopted by the Nomination and Governance Committee.

SECTION 2. An independent director (“Independent Director”) is a person
who, apart from his fees and shareholdings, is independent of management and
free from any business or other relationship which, in the opinion of the Board,
could or could reasonably be perceived to, materially interfere with his
exercise of independent judgment x x x.

XXX XXX XXX.

SECTION 3. In addition to the disqualifications provided for in the Articles of
Incorporation, these By-Laws, the Manual, applicable laws, regulations, and
resolutions and rules passed or adopted by the Nomination and Governance
Committee, X X X:

XXX XXX XXX

SECTION 4. The nomination of Independent Directors shall be conducted by
the Nomination_and Governance Committee prior to a Stockholders' meeting.
All nomination letters shall be signed by the nominating Stockholders together
with the acceptance and conformity by the nominees. The Nomination_and
Governance Committee shall pre-screen the qualifications and prepare a final
list of all candidates and put in place screening policies and parameters to
enable it to effectively review the qualifications of the nominees for
Independent Directors. After the nomination, the Nomination_and Governance
Committee shall prepare a Final List of Candidates x x X. X X X.

Article IV
OFFICERS

XXX XXX XXX

SECTION 4. The President shall be a director of the Corporation. He/She may
call special meetings of the Stockholders and the Board of Directors and shall
perform all such other duties as are incident to his/her office or are properly
required of him/her by the Board of Directors. The President or the Chief
Executive Officer shall preside at the meetings of the Board of Directors and
Stockholders, in the absence of the Chairman and Vice-Chairman.

XXX XXX XXX

SECTION 9. The Board shall appoint a Compliance Officer, who shall have
the rank of at least Senior Vice-President, highest ranking officer or head of a
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department, or an equivalent position with adequate stature and authority in
the Corporation. The Compliance Officer shall report directly to the Board and
shall: (a) ensure proper onboarding of new Directors; (b) ensure the attendance
of Board members and key Officers to relevant trainings; (c) monitor, review,
evaluate and ensure the compliance by the Corporation, its Officers and
Directors with the relevant laws, the Manual and the rules and regulations of
regulatory agencies; (d) ensure the integrity and accuracy of all documentary
submissions to regulators; (e) appear before the Commission upon summon
on similar matters that need to be clarified by the same;_(f) collaborate with
other departments to properly address compliance issues, which may be
subject to investigation; (g) determine violation/s of the Manual and
recommend penalty for violation thereof for review and approval of the Board,
as well as the adoption of measures to prevent a repetition of the violation; (h)
identify, monitor, and control compliance risks;_and (i) perform such other
duties and responsibilities as may be provided by the Commission.

ER)

XXX XXX XXX

As tabulated by the Corporate Secretary, the votes on the adoption of Stockholders’ Resolution No. 2020/2021-
005 are as follows:

Vote Number of votes | Percentage of shares represented
For 3,492,709,434 99.82%
Against 5,880,966 0.17%
Abstain 0 -
Total 3,498,590,400 99.99%

X. ELECTION OF DIRECTORS

The Chairman proceeded to the next order of business, which was the election of the members of the Board of
Directors for the year 2020 to 2021.

The Corporate Secretary read out the names of the nine (9) nominees for election to the Board of Directors,
which are as follows:

FREDERICK D. ONG
YONGSANG YOU
YOUNGGOO LEE
TAE HYEON KIM
JAY BUCKLEY
SAMIR MOUSSA
PARINYA KITJATANAPAN
OSCAR S. REYES (Independent Director)
RAFAEL M. ALUNAN III (Independent Director)

The Chairman confirmed that the Committee had reviewed the qualifications and business experience of all nine
(9) nominees and ascertained that they possess all the qualifications and suffer none of the disqualifications for
election to the Board of Directors. The Chairman also confirmed that the Committee has approved and certified
their inclusion in the Final List of Candidates for election to the Board of Directors for the year 2020 to 2021.
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The Chairman then requested the Corporate Secretary to report on the results of the voting for the election of the
directors. The Corporate Secretary reported and certified that each of the nominees received enough votes for
election to the Board (i.e., a majority of the outstanding stock of the Company, or 1,846,886,140 votes.

The Corporate Secretary presented Stockholders’ Resolution No. 2020/2021-006, which was displayed on the
screen, and reported the approval by the stockholders based on the votes received:

Stockholders’ Resolution No. 2020/2021-006

RESOLVED, that the stockholders of Pepsi-Cola Products Philippines, Inc.
(the “Corporation™) elect, as they hereby elect, the following nominees as
members of the Board of Directors of the Corporation for the year 2020 to
2021:

FREDERICK D. ONG

YONGSANG YOU

YOUNGGOO LEE

TAE HYEON KIM

JAY BUCKLEY

SAMIR MOUSSA

PARINYA KITJATANAPAN

OSCAR S. REYES (Independent Director)
RAFAEL M. ALUNAN III (Independent Director)

WX R W=

XI. APPOINTMENT OF EXTERNAL AUDITORS

The Chairman proceeded to the appointment of the Company’s external auditor for the year 2020 to 2021. He
requested the incumbent Chairman of the Board’s Audit Committee, Mr. Rafael M. Alunan III, to convey the
recommendation of the Committee on the external auditor to be appointed for the year 2020.

Mr. Alunan reported that the Audit Committee reviewed the performance over the past year of the Company’s
present external auditor, R.G. Manabat & Co., a member firm of the KPMG network of independent firms
affiliated, and is satisfied with its performance. Mr. Alunan confirmed that the Board is endorsing the re-
appointment of R.G. Manabat & Co. as the Company’s external auditor for the year 2020.

The Corporate Secretary presented Stockholders’ Resolution No. 2020/2021-007, which was displayed on the
screen, and reported the approval by the stockholders based on the votes received:

Stockholders’ Resolution No. 2020/2021-007

RESOLVED, that the stockholders of Pepsi-Cola Products Philippines, Inc.
(the “Corporation”) approve, as they hereby approve, the appointment of R.G.
Manabat & Co. as the Corporation’s external auditor for the year 2020 to 2021.

As tabulated by the Corporate Secretary, the votes on the adoption of Stockholders’ Resolution No. 2020/2021-
007 are as follows:

Vote Number of votes | Percentage of shares represented
For 3,498,590,400 99.99%
Against 0 -
Abstain 0 -
Total 3,498,590,400 99.99%
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XII. OTHER MATTERS

The Chairman asked the stockholders if there were any matters that they would like to take up at the meeting, or
if there were any questions regarding earlier agenda items. He requested the Corporate Secretary to read out the
questions and comments sent through email, together with the names of the stockholders who sent them. The
Chairman requested Mr. Ong to respond to the questions. The Chairman further noted that any questions and
comments not taken up during this meeting will be responded to by email.

Ms. Ivy Valdez asked how the COVID-19 pandemic has affected the Company’s operations in the past five (5)
months and what measures were being implemented by the Company to address its effects on its operations. Mr.
Ong responded by acknowledging that, as with most industries, the pandemic has affected the Company in ways
that it never could have imagined. Fortunately, its products are considered essential goods by the Department of
Trade and Industry and it has been able to continue its operations despite the lockdown by strictly following
government safety protocols, and despite many of its employees having been barred from intercity or inter-
province travel at the start of the ECQ period.

Mr. Ong said that sales and distribution were hit hardest in March and April, but have since seen improvements
month on month. In response to the pandemic, Management came up with measures to ensure that the business,
its employees, and its stakeholders can cope with the adverse effects of the pandemic, with health and safety as
PCPPI’s number one priority. He shared that PCPPI prioritized equipping its employees physically, financially,
and psychologically to soften the blow of the pandemic and the lockdown on their lives. For those who went to
work, their needs were provided for by the Company, from providing face mask and shields, additional hand
washing bays, alcohol/hand sanitizers, and PPEs, arranging transportation services, board, and lodging, granting
special meal allowances, and providing education programs and constant reminders to adhere to social distancing
to ensure that employees are well informed and equipped to adapt. The Company also heightened its
communications with its employees and made sure that it served as a source of strength and security for them

The next question came from Mr. Alex Cruz Catindig. He recognized that the Company has bounced back from
the effects of the Sugar Tax at the end of 2019 but expressed concern over the effects of COVID-19. He asked
about the Company’s current financial position, whether there were any gaps, and if there were, how such gaps
could be addressed this year. Mr. Ong explained that the momentum from the turnaround in 2019, post Sugar
Tax implementation, was carried through the first two (2) months of 2020 with double digit growth versus last
year, led by brands Pepsi, Mountain Dew, and Sting. However, quarantine restrictions in response to the COVID-
19 pandemic in mid-March limited consumer movement and consumption, especially for on-premise outlets.

When the government eased its quarantine restrictions in the second quarter, the Company saw sequential
improvement in its volume month on month starting May 2020, with July 2020 volume close to the July 2019
level. Mr. Ong said that recovery was done by quickly adjusting to the changes in consumer preference as the
product mix moved towards multi-serve home consumption packages. Recognizing the impact of this pandemic
on beverage consumption and the overall economy, the Company also implemented measures to optimize
operating expenses and CAPEX investments in line with the new business reality. Mr. Ong said that refocusing
and reprioritizing the Company’s spending and investments will help the Company throughout this year, and
that it is cautiously optimistic and expects growth to return in the second half of 2020 to finish the year with
strong momentum going into 2021.

The last question came from Mr. Roderick V. Osial, who asked about the Company’s plans in light of the
pandemic. In particular, he asked how PCPPI is helping its stakeholders and what the growth platform of the
Company is moving forward. Mr. Ong said that part of PCPPI’s response to the pandemic was to address the
immediate needs of the surrounding communities and heavily-affected sectors.

The Company donated hydration drinks and PPEs to frontliners and lent tents to local government units for their
check points. The Company’s Business Units also donated to their respective communities. For its partners, the
Company made sure that its products and services were readily available despite the quarantine restrictions so
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that consumers continue to have access to its products. Mr. Ong proudly reported that, five months into the
community quarantine, PCPPI has fully adapted to the new normal and the Company is starting to tread the path
of recovery.

Mr. Ong concluded by saying that PCPPI leadership and Management have come up with business goals that
will set a good foundation for the Company to pull through the pandemic. The plan is to focus on portfolio
management, people development, process optimization, and enhanced efficiency and productivity while
remaining compliant with government regulations.

XIII. ADJOURNMENT

There being no further business to discuss, the Chairman adjourned the meeting and informed the stockholders
that the minutes of the meeting will be posted on the Company’s website within five days.

Kristine N.L. Evangelista
Corporate Secretary

Attest:

Oscar S. Reyes
Chairman
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-A
ANNUAL REPORT PURSUANT TO SECTION 17
OF THE SECURITIES REGULATION CODE AND SECTION 141
OF THE CORPORATION CODE OF THE PHILIPPINES
1. Forthe calendar year ended 31 December 2020

2. SEC |dentification Number 0000160968 3. BIR Tax Ildentification No.000-168-541

4. Exact name of issuer as specified in its charter: PEPSI-COLA PRODUCTS PHILIPPINES, INC.

5. Province, Country or other jurisdiction of 8. Industry Classification Code:
incorporation or organization: Philippines (SEC Use Only)

7. Address of principal office: Km. 28 National Road, Tunasan, Muntinlupa City Postal Code: 1773
8. Issuer's telephone number, including area code: {632) 8887-37-74

9. Former name, former address, and former fiscal year, if changed since last report: not applicable
10. Securities registered pursuant to Sections 8 and 12 of the SRC, or Sec. 4 and 8 of the RSA

Title of Each Class Number of Shares of Common Stock
Outstanding and Amount of Debt Outstanding

Commeon Shares of Stock 3,693,772,279

11. Are any or all of these securities listed on a Stock Exchange?
Yes|[ | No [x]

If yes, state the name of such stock exchange and the classes of securities listed therein:
Not applicable

12. Check whether the issue:

(a) has filed all reports reguired to be filed by Section 17 of the SRC and SRC Rule 17.1 thereunder
or Section 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 that the registrant was required to file such reports);

Yes [x] No[ ]

(b) The Registrant has been subject to such filing requirements for the past ninety (90) days.
Yes [x] No[ 1]



13. State the aggregate market value of the voting stock held by non-affiliates of the registrant. The
aggregate market value shall be computed by reference to the price at which the stock was sold, or the
average bid and asked prices of such stock, as of a specified date within sixty (60) days prior to the
date of filing. If a determination as to whether a particular person or entity is an affiliate cannot he made
without involving unreasonable effort and expense, the aggregate market value of the common stock
held by non-affiliates may be calculated on the basis of assumptions reasonable under the
circumstances, provided the assumptions are set forth in this Form.

Agqgreqate market value of the voting stock held by non-affiliates of the registrant — R337 million
as of 17 Jun 2020.

DOCUMENTS INCORPORATED BY REFERENCE
14, The following decuments are incorporated in this report:

(a) Statement of Management Responsibility attached as Exhibit | hereof;
(b) 31 December 2020 Audited Financial Statements attached as Exhibit Ll hereof.

PART | — BUSINESS AND GENERAL INFORMATION

ITEM 1. BUSINESS
(1) Business Development
a. Form and Date of Organization

The Company was registered with the Philippine Securities and Exchange Commission (“SEC”) on 08
March 1989, primarily to engage in manufacturing, sales and distribution of carbonated soft-drinks and
non-carbonated beverages, and confectionery products to retail, wholesale, restaurants and bar trades.
The registered office address and principal place of business of the Company is Km. 29, National Road,
Tunasan, Muntinlupa City.

On 30 May 2014, the SEC approved the amendment to the Company's Article of Incorporation,
particularty on its primary purpose to alsc engage in the manufacturing, sale and distribution of snacks,
food and food products.

b. Bankruptey, Receivership or Similar Proceedings
The Company is not involved in any bankruptcy, receivership or similar proceedings.

¢. Material Reclassification, Merger, Consolidation or Purchase or Sale of a Significant Amount of Assets
{not ordinary) over the past three (3) years

The Company has not made any material reclassifications nor entered into a merger, consolidation or
purchase or sale of significant amount of assets not in the ordinary course of business in the past three
(3) years.



(2} Business of Issuer
a. Principal products

The Company is a licensed bottler of PepsiCo, Inc. ("PepsiCo”), Pepsi Lipton International Limited
(“Pepsi Lipton™), and a licensed snacks appointee of The Cencentrate Manufacturing Company of
Ireland in the Philippines. It manufactures a range of carbonated soft drinks (“CSD"), non-carbonated
beverages ("NCB") and snacks that includes well-known brands Pepsi-Cola, 7Up, Mountain Dew,
Mirinda, Mug, Gatorade, G-Active, Tropicana/Twister, Lipton, Sting, Propel, Milkis, Aquafina, and
Premier.

Calendar Year ended
31 December 31 December 31 December

Net Sales 2020 2019 2018
Carbonated soft drinks H23,368 R26,215 R25 092
Non-carbenated

beverages 7274 8,970 8,303
Snacks 3 31 200
Total 30,645 R35,216 233,595
Segment result*

Carbonated soft drinks R=3,969 5078 24,294
Non-carbonated

beverages 1,236 1,735 1415
Snacks 3 (78) 2
Total R5,208 R6,737 R5,711

*Segmant result Is the difference between net sales and segment expenses. Segment expenses are allocated based on the
percentage of each reportable segment’s net sales over the total net sales.

b. Foreign sales

There was no foreign sales for the calendar year ended 31 December 2020 and it represent less than
0.05% of total net szles for the calendar years ended 31 December 2019 and 2018.

¢. Distribution methods of the product

The Company’s sales volumes depend on the reach of its distribution network. [t increases the reach
of distribution system by adding routes and increasing penetration by adding outlets on existing routes
that currently do not stock its products. It relies on a number of channels to reach retail outlets, including
direct sales, distributors and wholesalers.

The backbone of the distribution system is what is referred to as “Entrepreneurial Distribution System,”
which consists of independent contractors who service one or more sales “routes,” usually by truck,
selling directly to retail outlets and collecting empty returnable bottles (“RGBs"),

The Company also employs its own sales force, which principally sells to what is referred to as the
“‘modern frade” channel, consisting largely of supermarkets, restaurants and convenience store chains.
Most of these sales are credit sales. in addition, it sells products to third party wholesalers and
distributors, which sell them to retail outlets,

An important aspect of the distribution system is the infrastructure-intensive process of selling and
delivering RGB products to thousands of small retailers, including sari-sari stores and carinderias. The
efforts to increase the reach of the Company's distribution network require significant investments in
distribution infrastructure such as additional trucks, refrigeration equipment, warehouse space and a




larger "float” of glass bottles and plastic shells, as well as higher costs for additional sales and
distribution staff.

Publicly-announced new product
There is no publicly announced new product in 2020.
Competition

The Company competes in the ready-to-drink, non-alcoholic beverage market across the Philippines.
The market is highly competitive and competition varies by product category. The Company believes
that the major competitive factors include advertising and marketing programs that create brand
awareness, pack/price promotions, new product development, distribution and availability, packaging
and customer goodwill. The Company faces competition generally from both local and multi-national
companies across the Company's nationwide operations.

Major competitors in the CSD market are The Coca-Cola Company and Asiawide Refreshments
Corporation. The substantial investment in multiple plants, distribution infrastructure and systems and
the float of RGBs and plastic shells required to operate & nationwide beverage business using RGBs
are major factors which influence the level of competition in the CSD market.

The market for NCB (including energy drinks) is more fragmented. Major competitors in this market
are Del Monte Pacific Limited, Universal Robina Corporation, Zesto Corporation, The Coca-Cola
Company, and Asia Brewery Incorporated, among others. In recent years, the market has been
relatively fluid, with frequent product launches and shifting consumer preferences. These trends are
expected to continue.

Industry-wide competition intensified with marketing campaigns, and trade and consumer promotions.
The Company believes that it can effectively compete by maximizing its 360-degree marketing
presence, maintaining its competitive price structures and expanding the range and reach of the
Company's portfolio. For the years to come, the Company will continue to expand its beverage
offerings leveraging our wide manufacturing platform and extensive distribution reach to meet
consumer demands.

Mereover, the Company invested aggressively, positioning the business for long-term growth while
ensuring financial flexibility to battle current challenges. The Company expanded and upgraded
manufacturing facilities in different plants to provide multiple product capabilities, maximize cost
savings, improve product quality and increase operating efficiencies.

Sources and availability of raw materials

Over half of total costs comprise purchases of raw materials. Largest purchases are sugar and
beverage concentrates. The Company purchases sugar requirements domestically. it purchases
beverage concentrates mainly from Concentrates Manufacturing {Singapore) Pte Ltd, mix tea kit
concentrates from Pepsi Lipton Intermnational and seasoning from Pepsi Cola International Cork
{Ireland).

Ancther substantial cost is packaging. The major components of this expense are purchases of
polyethylene terephthalate (“PET") resins, and pre-forms, which are converted into PET bottles at the
plants, non-reusable glass bottles, aluminum cans and PET closures. It also makes regular purchases
of RGBs to maintain float at appropriate levels. Purchases of each of these materials are from suppliers
based in the Philippines and in other parts of Asia, usually under short term, negotiated and/or
contracted prices.



g. Customers

The Company has a broad customer base nationwide. Majority of the customers include supermarkets,
convenience stores, groceries bars, sari-sari stores and carinderias.

Transactions with and/or Dependence on Related Parties
Please refer to ltem 13 of this report.
Patents, trademarks, copyrights, licenses, franchises, concessions, and royaity agreements

The Company does not own any intellectual property that is material to the business. Under the various
agreements, the Company is authorized to use brands and the asscciated trademarks owned by
PepsiCo, Unilever N.V (in the case of the Lipton brand and trademarks) and Lotte Corporation.
Trademark licenses are registered with the Philippine [ntellectual Property Office. Certificates of
Registration filed after January 1998 are effective for a period of 10 years from the registration date
unless sooner cancelled, while those filed before January 1898 are effective for 20 years from the

registration date. The table below summarizes most of the current Certificates of Registration.

Filing Date Expiration
Pepsi Max 16 December 2013 16 December 2023
1986 Pepsi 26 August 1997 28 September 2023
Pepsi 6 March 2014 10 July 2024
Mirinda 22 May 2013 09 January 2024
Mountain Dew 03 April 2009 02 Qctober 2029
Mountain Dew -1 05 June 2000 30 October 2024
7Up 28 February 2007 05 November 2027
Gatorade 27 November 1992 29 June 2025
Propel 23 August 2002 17 January 2025
Tropicana Twister 29 August 2017 07 December 2027
Tropicana 11 October 2002 08 June 2026
Sting Energy Drink 24 July 2013 19 December 2023
Sting 16 May 2014 17 March 2026
Lipton 27 March 2014 07 November 2024
Tropicana Coco Quench 12 January 2012 19 July 2022
Milkis** 21 September 2010 08 January 2021
(Renewat filed in
Dez2020. Waiting for
Philippine Trademark
Approval)
Premier* 12 January 2016 07 July 2026
Cheetcs 04 February 2002 25 June 2026
Lay's 06 June 2013 29 August 2023

* Trademark owned by the Company
** Trademark owned by Lotte Corporation

The Company produces its products under licenses from PepsiCo, Pepsi Lipton and Lotte Corporation
and depends upon them to provide concentrates and access to new products. Thus, if the agreements

are suspended, terminated or not renewed for any reason, it would have a material adverse effect on
the business and financial results.

Refer o Notes 23 and 24 to the 31 December 2020 Audited Financial Statements for details of
transactions with PepsiCo, Pepsi Lipton and Lotte Corporation.



Government approvals of principal products

As a producer of beverages for human consumption, the Company is subject to the regulation by the
Food and Drugs Administration ("FDA”) of the Philippines, which is the policy formulation and
monitering am of the Department of Health of the Philippines on matters pertaining to food and the
formulation of rules, regulations, standards and minimum guidelines on the safety and quality of food
and food products as well as the branding and labeling requirements for these products.

It is the Company’s policy to register all locally-produced products for local market distribution, Each of
the plants has a valid and current License to Operate as a Food Manufacturer of Non-Alcoholic
Beverages from FDA. These licenses are renswed as per FDA's validity period in accordance with
applicable regulaticns. Any findings and gaps found during the regulatory audit and inspection are
thoroughly discussed with FDA inspectors and compliance commitments are re-issued. There are no
pending findings or gaps that are material or that may materially affect the operation of each plant or
alt the plants as a whale.

The Company is registered as a Food Manufacturer/Processor and in certain plants has a Food
Distributor/Exporter/importer/Wholesaler license.

Effect of existing or probable governmental regulations on the business

The Company's preduction facilities are subject to environmental regulation under a variety of national
and local laws and regulations, which, in particular, control the emissions of air pollutants, water, noise
and hazardous wastes. [t is regulated by two major government agencies, namely, the Department of
Environment and Natural Resources (DENR) and the Laguna Lake Development Authority (LLDA).

The Company is compliant with all local environmental laws and regulations. All plants are equipped
with wastewater treatment plants and in some areas require air pollution control facilities.

While the foregoing agencies actively monitor the Company’s compliance with environmental
regulations as well as investigate complaints brought by the public, it is required to police its own
compliance and prevent any incident that could expose the Company to fines, civil or even criminal
sanctions, considerable capital and other costs and expense for refurbishing or upgrading
environmental compliance system and resources, third party liability such as clean-ups, injury to
communities and individuals, including, loss of life.

Research and development

The research and development costs amounted to Bnil, 81,170,000, and R nil for the calendar years
ended 31 December 2020, 2018, and 2018 respectively.

. Costs and effects of compliance with environmental laws

Compliance with all applicable environmental laws and regulations, such as the Environmental impact
Statement System, the Pollution Control Law, the Laguna Lake Development Authority Act of 1966, the
Clean Air Act, Toxic and Hazardous and Nuclear Waste Act and the Solid Waste Management Act has
not had, and in the Company’s opinion, is hot expected to have a material effect on the capital
expenditures, earnings or compstitive position. Annually, it invests about P30 million in wastewater
treatment and air pollution abatement, respectively, in its facilities.

Employees

As of 31 December 2020, the Company has employed 3,238 regular employees. All of the regular and
permanent production employees at the bottling plants and sales offices are represented by a union.
Currently, the Company is a party to thirteen (13) collective bargaining agreements, with said
agreements covering non-sales forces in some business units. Said collective bargaining agreements




contain economic and non-economic provisions (i.e., salary increase and performance incentive, sale
commission, laundry allowance, per diem, bereavement assistance, union leave, calamity loan and
assistance to employees’ cooperative, among others), which generally have an effectivity and binding
period of three (3) years, while the representation aspect thereof is effective and binding for five (5)
years.

The Company believes that its relationship with both unienized and non-unionized employees is
healthy. In fact, the Company has not experienced any work stoppages due to industrial disputes since
1899.

Significant emphasis is placed on training of personnel to increase their skill levels, ensure consistent
application of procedures, and to instill an appreciation of corporate values. It operates “Pepsi
University," a full-time training facility consisting of 3 main Training Halls, 2 Computer Lab, Conference
Room and an Audio-Visual Room for this purpose.

PCPPI continues to champion its P.E.P.S.|. values and thrives to keep a highly-engaged and high
performing work force.

It operates “Pepsi University,” a full-time training facility consisting of four classrooms for this purpose.
It has adopted a compensation policy which is believed fo be competitive with industry standards in the
Philippines. Salaries and benefits are reviewed periodically and improved to retain current employees
and attract new employees. Employees’ performance is reviewed annually and employees are
rewarded based on the attainment of pre-defined objectives. Performance Review follows an annually
cycle and employees are rewarded based on attainment of pre-defined and agreed objectives.

The Company has a funded, non-contributory and defined retirement benefit plan covering substantially
all of its regular and full time employees. The Company has a Retirement Committee that sets the
policies for the plan and has appointed two Philippine banks as trustees to manage said retirement
fund in accordance with the plan. Annual cost is determined using the projected unit credit method.

Major Risks

Sales and profitability are affected by the overall performance of the Philippine economy, the natural
seasonality of sales, the competitive environment of the beverage market in the Philippines, as well as
changes in cost structures, among other factors.

Sales volume are also affected by the weather, generally being higher in the hot, dry months from
March through June and lower during the wetier monscon months of July through October. In addition,
the Philippines is exposed to risk of typhoons during the monsoon period. Typhoons usually result in
substantially reduced sales in the affected area, and have, in the past, interrupted preduction at the
plants in affected areas. While these factors lead to a natural seasonality in sales, unseasonable
weather could aiso significantly affect sales and profitability compared to previous comparable periods.
Sales during the Christmas/New Year holiday period in late December tend to be higher as well.

The CSD and NCB markets are highly competitive. The actions of competitors as well as the
Company's own continuous efforts on pricing, marketing, promotions and new product development
affect sales. Some of the smaller competitors have lower cost bases than the Company and price their
products lower than the Company's prices. Thus, in addition to the cost of producing and distributing
our beverages, sales prices are greatly affected by the availability and price of competing brands in the
market.

All of the Company's sales are denominated in Philippine pesos. However, some of the significant
costs, such as purchases of packaging materials, are denominated in United States dollars. Some of
the other costs, which are incurred in Philippine pesos, can also be affected by fluctuations in the
exchange rate between the Philippine peso and United States dollars, Euro and Malaysian Ringgit. In
respect of monetary assets and liabilities held in currencies other than the Philippine peso, the




Company ensures that its exposure is kept to an acceptable level, by buying foreign currencies at spot
rates where necessary to address short-term imbalances. The Company considered the exposure to
foreign currency risk te be insignificant.

The business requires a significant supply of raw materials, water and energy. The cost and supply of
these materials could be adversely affected by changes in the world market prices or sources of sugar,
crude oil, aluminum, tin, PET resins, other raw materials, transportation, water, and energy, and
government regulation, among others. Although direct purchases of fuel are relatively small as a
proportion of total costs, the Company is exposed to fluctuations in the price of oil through the
dependence on freight and delivery services. Changes in materials prices generally affect the
competitors as well.

Margins differ between beverage products and package types and sizes. Excluding packaging,
production costs are similar across the range of carbonated beverages, but vary with non-carbonated
beverages. Packaging costs vary, with RGBs being less expensive than PET, aluminum cans or non-
returnable glass. The incremental cost of producing larger-sized serves in the same package type is
proportionately lower than the increased volume, creating opportunities to achieve higher margins
where customers perceive value in terms of volume,

As a result of the factors discussed above, the margins the Company earns on the products can be
substantially different, and the margins can change in both absolute and relative terms from period to
period. While the Company attempts to adjust its product and package mix to improve profitability,
changes in consumer demand and the competitive landscape can have a significant impact on mix and
therefore profitability.

The Company is also subject to credit risk, liquidity risk and various market risks, including risks from
changes in commodity prices, interest rates and currency exchange rates (refer fo Note 25 of the 31
December 2020 Audited Financial Statements for discussion on Financial Risk Management).

The Company was not aware of any event that resulted in a direct or contingent financial obligation as
of 31 December 2020 that was matetial to the Company, including any default or acceleration of an
obligation. To the Company's knowledge, there are no material off-balance sheet transactions,
arrangement, obligations (including contingent obligations) and other relationship of the Company with
unconsolidated entities or other persons created during the reporting period.

ITEM 2. PROPERTIES

As a foreign-owned company, the Company is not permitted to own land in the Philippines and has no
intention to acquire real estate property. Hencg, it leases the land on which the bottling plants, warehouses
and sales offices are located,

The Company leases certain parcels of land where its boftling plants and warehouses are located from
third parties and NADECO Realty Corporation (NRC) for a period of one to 25 years and are renewable for
another one to 25 years (refer to Note 23 to the 31 December 2020 Audited Financial Statements for further
information on the leases). Lease payments pertaining to these leased properties amounted fo
£196,2 million-R173.9 million, and B202.4 million for the years ended 31 December 2020, 2018, and 2017,
respectively.

The Company owns all its bottling facilities located in Muntinlupa City, Sto. Tomas, Rosario, Pampanga,
Naga, Cebu, lloilo, Bacolod, Tanauan, Davao, Cagayan de Oro and Zamboanga and snacks facilities in
Cabuyao (which was discontinued its operation in September 2019), which are all in good condition. Other
than the buildings and Jeasehold improvements, machinery and other equipment, and furniture and fixtures
disclosed in Note 8 to the 31 December 2020 Audited Financial Statements, and the investments in shares
of stocks disclosed in Note 7 to the 31 December 2020 Audited Financial Statements, the Company does
not hold any cther significant properties.




ITEM 3. LEGAL PROCEEDINGS

From time to time, the Company becomes a party to litigation in the ordinary course of its business. The
maijority of the cases in which the Company is a party are cases it files to recover debts in relation to unpaid
receivables by trade partners or in relation to cash or route shortages, private criminal prosecutions that it
brings (generally for low value offenses such as theft of product or distribution equipment, fraud and
bouncing checks), labor cases for alleged illegal dismissal (which are usually accompanied by demands for
reinstatement in the Company without loss of seniority rights and payment of back wages), and consumer
cases brought against the Company involving allegations of defective products.

Civil cases were filed against the Company in which thousands of individuals claimed to hold numbered
bottle crowns that entitled them to a cash prize under a promational campaign of the Company in 1992,
The Philippine Supreme Court has consistently held in at Jeast 7 final and executory decisions that the
Company is not liable to pay the amounts claimed. [n the most recent of these decisions, the Supreme
Court dismissed a similar claim, reiterating that it is bound by its pronouncement in a number of cases
involving this promotion. By virtue of the precedential effect of the decided cases, the Company expects
the remaining cases to be dismissed in due course.

The Company and its lessors have a pending case which sought to enjoin the National Water Resources
Board (“NWRB”) from closing and sealing the Company's wells in Muntinlupa on the ground of alleged non-
compliance with the requirements under Presidential Decree No. 1067, otherwise known as the Water
Code, and its implementing rules and for the court to declare the rights of the Company under the Water
Code. The case has been duly resolved by the Supreme Court. To date, certain officers of the Company
are respondents o a case filed by NWRB on alleged violation of the Water Code. The case remains to be
resolved and is pending resolution by the Department of Justice.

For a discussion of the Company's pending tax matter, please refer to Note 28(b) to the Audited Financial
Statements for the year ended 31 Decaember 2020.

The Company has not been involved in any bankruptey, receivership or other similar proceedings.

ITEM 4, SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

The matiers voted upon at the Annual Stockholders’ Meeting held on 20 August 2020 included the election
of Directors. The following were elected as members of the Board of Directors for the ensuing year (2020-
2021}

Frederick D. Ong

Yongsang You

Younggoo Lee

Tae Hyeon Kim

Jay Buckiey

Samir Moussa*

Parinya Kitjatanapan

Rafael M. Alunan IlI {independent Director)
Oscar S. Reyes (Independent Director)

All of the above were incumbent Directors at the time of their election at the Annual Stockholders’ Meeting.
The Company has complied with the guidelines on the nomination and election of Independent Directors
set forth in Rule 38 of the Amended Implementing Rules and Reguiations of the Securities Regulation Code.

* Resigned effective 28 February 2021 and was replaced by Ms. Yuan Wang.
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PART Il - OPERATIONAL AND FINANCIAL INFORMATION

ITEM 5. MARKET FOR ISSUER’S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

Market Information

The common shares were listed with the Philippine Stock Exchange (*PSE") on 01 February 2008.
The high and low sales prices of such shares for.2020, 2018, 2018, 2017, 20186, 2015, 2014, 2013, 2012,
and 2011 are set out below.

Period High Low
January te March 2011 _R2.59 R2.06
April to June 2011 R2.56 22.21
July to September 2011 R2.22 R1.98
Octeber to December 2011 R2.50 R2.10
January to March 2012 R3.00 R2.08
April to June 2012 £2.89 R2.50
July to September 2012 R4.11 R2.72
QOctober to December 2012 R6.61 £4.00
January to March 2013 R6.66 R5.95
April to June 2013 R6.42 R5.07
July to September 2013 R6.17 R4.60
October to Dacember 2013 R5.02 R=4.00
January toc March 2014 R5.37 RB4.24
April to June 2014 R5.25 R4.50
July to September 2014 R5.18 R4.55
QOctober tc December 2014 R4.88 R3.87
January to March 2015 R4.74 £3.96
April to June 2015 £4.91 £84.02
July to September 2015 R5.00 R=3.92
Qctober to December 2015 R4.52 R3.60
January tc March 2016 £24.03 R2.89
April to June 20186 £3.88 - 123.29
July to September 2016 R3.60 £3.00
October to December 2016 =3.47 £2,90
January t¢ March 2017 £3.80 R3,16
April to June 2017 R4.09 R3.06
July to September 2017 R3.30 R2.86
October to December 2017 £3.04 R2.12
January to March 2018 £3.10 R2.16
April to June 2018 B22.83 R2.18
July to Sept 2018 R2.40 R1.66
October to December 2018 R1.85 R’1.29
January to March 2019 R1.60 R1.31
April to June 2019 R1.82 R’1.13
July to September 2019 R2.22 R1.80
October to December 2018 £1.93 11.27
January to March 2020 PR1.93 £21.20
April to June 2020 R1.62 £1.65

The closing share price as of 17 June 2020 is R1.70. The trading of the Company’s shares was suspended
on 18 June 2020 following the drop of its public ownership level to 2,1%, or below the 10% minimum public
ownership required under the PSE Rule on Minimum Public Ownership, after conclusion of the tender offer
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conducted by Loite Chilsung Beverage Co. Ltd. (“Lotte Chilsung") to acquire shares of the Company from
the stockholders.

On 18 December 2020, the delisting of the Company's shares from the official registry of the PSE was
made effective following PSE’s approval of the Company's petition for voluntary delisting, and after securing
stockholder approval of the voluntary delisting by written assent in October 2020. The Company petitioned
to voluntarily delist its shares from the PSE upon assessment that it would not be able to comply with the
minimum public cwnership requirement of the PSE by 18 December 2020.

Stockholders

The Company has approximately 801 holders of common shares as of 05 Aprit 2021 with the PCD Nominee
Corporation (Filipino) and (Non-Filipino) considered as two (2) holders, based on the number of accounts
registered with the Company's stock transfer agent, Stock and Transfer Service, Inc. (the "Stock Transfer
Agent”).

The following are the top 20 holders of common shares based on the report furnished by the Stock Transfer
Agent as of 5 April 2021,

NO. Name Number of Shares Held P%r;igtras%eipof
1 | LOTTE CORPORATION 1,438,315,032 38.88%"
2 | LOTTE CHILSUNG BEVERAGE CO. LTD. 1,135,689,701 30.75%?2
3 | QUAKER GLOBAL INVESTMENTS B.V. 923,443,071 25.00%
4 | PCD NOMINEE CORP, {NON-FILIPINO) 158,951,170 04.30%
5 | BONHOEFFER FUND LP 12,122,300 00.33%
8 | PCD NOMINEE CORP. (FILIPINO) 7.617,223 00.21%
7 | BPI SECURITIES CORPORATION-FILIPINO 2,424 583 00.07%
8 | MARIO TAN OR LYDIA TAN OR MORRIS TAN 1,100,000 00.03%
9 | ABACUS SECURITIES CORPORATION 978,200 00.03%

10 | AlZAWA SECURITIES CO LTD 602,000 00.02%
11 | MAYBANK ATR KIM ENG SECURITIES INC. 507,000 00.01%
{2 | MANDARIN SECURITIES CORPORATION FAO 497,900 00.01%
DONATA P. YU
13 | JOSEPH MARTIN H. BORROMEQ 450,000 00.01%
14 | WAT WAl HOONG JOSEPH AND PHO LINL LIN 388,000 00.01%
15 | AB CAPITAL SECURITIES, INC. 381,000 00.01%
18 | MICHAEL T. WEE 320,700 00.01%
17 | OSCAR 3, REYES 300,001 00.01%
18 | YAN, LUCIO W, 300,000 00.01%
19 | MAYBANK ATR KIM ENG SECURITIES, INC. 285,000 00.01%
20 | SINCERE SECURITIES CORPORATION 275,000 00.01%

! This percentage refers to the shares held in Lotte Corporation's name as recorded in the books of the Company, In the List of Top
20 Stockholders report of Stock and Transfer Service, [nc. as of 05 Aprll 2021, Loite Corporation is disclosed as the beneficial owner
of 42.22% of the Company’s issued and outstanding shares, with 123,074,500 shares ar around 3.33% held through PCD Nominee
Corp {Non-Filipine).

2 In a SEC Form 23-B filed on 23 November 2020, Lotte Chilsung reported its acquisition of 1,559,390,432 shares or around 42.22%
of the Company's issued and outstanding shares from Lotte Corporation. This transfer is yet to be recorded in the Company’s books
pending presentalion of documentary requirements to the stock transfer agent.
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Cash Dividends

For the last three calendar years, the Board of Directors approved the following declarations of cash
dividends: 8nil million in the calendar year ended 31 December 2020, R162.5 million in the calendar year
ended 31 December 2019, and 8163 million in calendar year ended 31 December 2018. Details of the
declarations are as follows:

Payable to

Dividend Per Stockholders of
Date of Declaration Share Record as of Date of Payment
16 April 2018 0.044 30 April 2018 25 May 2018
20 June 2019 0.044 16 July 2019 03 August 2018

Dividend Policy

The Company has a dividend policy to declare dividends to stockholders of record, which are paid out of
its unrestricted retained earnings. Any future dividends it pays will be at the discretion of the Board of
Directors after taking into account the eamings, cash flows, financial position, loan covenants, capital and
operating progress, and other factors as the Board of Directors may consider relevant. Subject to the
foregoing, the policy is to pay up to 50% of the profit as dividends. This policy may be subject to revision in
the future.

The declaration and payment of cash dividends are subject to approval by the Board of Directors without
need for stackholders’ approval. On the other hand, the declaration and payment of stock dividends require
the approval of the stockholders representing no less than 2/3 of the Company’s cutstanding capital stock.

Recent Sales of Unregistered or Exempt Securities including Recent Issuance of Securities
Constituting an Exempt Transaction

There has been no recent sale of unregistered or exempt securities including recent issuance of securities
constituting an exempt transaction.

PART ill = FINANCIAL INFORMATION
ITEM 6. MANAGEMENT’S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION
RESULTS OF OPERATIONS
31 December 2020 versus 31 December 2019

The Covid pandemic continues to impact the results in Q4 2020. After improving to a single digit decline in
Net Sales in Q3 with the easing of quarantine restrictions, the pandemic coupled with back-to-back
typhoons in Q4 resulted in Net Sales decline of 13%. Despite these challenges, the company posted P23
million of Operating Income for the quarter as it focused on driving more favorable mix and controlled
spending.

On a yearto-date basis, Net Sales stand at P30.6 billion, a 13% decline from last year with total
comprehensive loss amounting to P629 millien driven mainly by volume challenges from government-
imposed lockdowns in response to the Covid-19 pandemic partially helped by the sustained drive to reduce
operating expenses thru controlled trade and promo spending and other discretionary administrative
expenses.
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37 December 2019 versus 31 December 2018

Beverages category brought in Net Sales amounting to £8.8 billion in the 4th Quarter of 2019 (“Q4"),
approximating last year's performance with pricing initiative helping to cushion impact of aggressive market
competition. Last quarter brings Full-Year 2019 Net Sales to R35.2 biliion, a 5% growth versus last year,
on the strength of favorable pricing, mix and H1 volume recovery.

Q4 Gross Profit amounted to P1.5 billion a dip from last year as a result of volume challenges from
competition this year, as well as, one-off favorable adjustment in COGS last year. Full-Year, Gross Profit

grew 19% to settle at 6.8 billion while improving Gross Margin by 228 bps to 19.4% driven by favorable
pricing and product mix.

Continued focus on cost management resulted in operating expenses in Q4 to decline from last year helping
net 290 million in Operating Profit during the pericd from a loss last year. Full-Year, Operating Profit stands
at 21 billion, a turnaround from operating less posted during the same period last year.

Full-Year Beverage Net Income at R508 million from loss of P89 million last year.

In its meeting in September 2019, the company’s Board of Directors approved the closure of its Snacks
manufacturing line to focus on its core business. Full-Year, losses from the discontinued operations (net
of tax) is at R211 million while Assets Held for Sale carved out in the Balance Sheet is at 2430 million.

31 December 2018 versus 31 December 2017

Q4 posted Gross Sales of R10.4 billion, a 14% growth versus the same period last year on account of the
excise-driven price increase at the beginning of 2018.

Gross margin improved versus previous guarter by 81bps mainly from productivity improvements, delivering
Cross Profit of £1.6 billion,

Excluding one-off charges related to the implementation of Tax Reform for Acceleration and Inclusion
(“TRAIN") and which were booked in Q4 2017, Operating Expenses for the quarter is largely in line with
prior year even with inflationary pressures during the period.

Year-To-Date, Gross Sales reached R38.4 hillion, increasing 7% from prior year.

The company spent B2 billion in capital expenditure in 2018 for operating necessities and for future growth.

FINANCIAL CONDITION AND LIQUIDITY

The Company’s operations are cash intensive. This capability to generate cash is one of its greatest
strengths. With its liquidity, the Company has substantial financial flexibility in varying operating policy in
response to market demands, in meeting capital expenditures through internally generated funds and in
providing the Company with a strong financial condition that gives it ready access to financing alternatives
(refer to Note 27 to the 31 December 2020 Audited Financial Statements for a detailed discussion on the
Company's revolving credit facilities as of 31 December 2020).

Credit sales over the past three years have remained at the level of 50% to 60% of total sales. This credit
sales level reflects a shift from a direct distribution mode to a more efficient model of fostering partnership
with distributors and multi-route Entrepreneurial Distribution System contractors as well as increase in
Modern Trade business. Liquidity has remained healthy. Collection period were at 45 to 68 days, while,
inventory days were at 4 to 22 days for the past three years. Trade payable days have remained at
manageabie levels.
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Decrease in current assets from R8,749 million as of 31 December 2019 to R8,228 millon as of
31 December 2020 were due to decreases in receivable — net of R860, prepaid expenses and other current
assets of K36 million, and due from related parties of 245 million and increases in inventories of £294
million, cash of 126 million,

Decrease in noncurrent assets from 817,475 million as of 31 December 2019 to R17,071 million as of 31
December 2020 due to decreases in bottles and cases of R356 million, right of use assets 2122 million,
and other noncurrent assets of B7 million, and an increases in deferred tax assets of R33 million, property,
plant and equipment of R23 million, investment in associates of R18 million, and intangible assets R 7
million

Decrease in current liabilities from 811,478 million as of 31 December 2019 to 8,728 miillion as of 31
December 2020 due to decreases in short-term debt of R900 million, accounts payable & accrued expenses
of B622 million and long-term debt current portion of R227 million.

Increase in noncurrent liabilities from R5,604 million as of 31 December 2019 to 7,057 million as of 31
December 2020 due to increase in long-term debt of R1.752 billion, and other noncurrent liabilities of 247
million and decrease in deferred tax liabilities of 346 million.

Total assets decreased from R26,224 million as of 1 December 32018 to 825,299 million as of 31 December
2020 mainly due to general decreases in assets as discussed above, Total liabilities decreased from
R17,082 million as of 31 December 2019 to 816,786 million as of 31 December 2020 mainly due to general
decreases in payables as stated above.

Total equity decreased from £9,143 million to £8,514 million on account of total comprehensive loss of
R629 million in 2020.
KEY PERFORMANCE INDICATORS

The following are the Company’s key performance indicators. Analyses are employed by comparisons and
measurements based on the financial data of the current period against the same period of previous year.

2020 2018
Current ratio Current assets over current 0.8:1 0.8:1
liabilities
Solvency ratio Profit plus depreciation and 0.1:1 0.2:1
amortization over total liabilities
Bank debt-to-equity ratio Bank debi over total equity 0.9:1 0.8:1
Asset-to-equity ratio Total assets over equity 3.0:1 2.81
Operating margin Operating profit over net sales -1.5% 2.6%
Net profit margin Net profit over net sales 1.6% 0.8%
Interest rate coverage ratio | Earnings before interest and -0.9:1 2.0:1
taxes over interest expense

Current ratio increased due to decreases in liabilities. The changes in solvency, debt-to-equity and asset-
to-equity ratios were mainly due to decreases in net income and decreases in total assets and total
liabilities. The changes in operating margin, net profit margin and interest rate coverage ratios were
attributable to the decreases in opearating income and net income.
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MATERIAL COMMITMENTS FOR CAPITAL EXPENDITURES

The Company has ongoing definite corporate expansion projects approved by the Board of Directors. As
a result of this expansion program, the Company spent for property, plant and equipment as well as bottles
and shells amounting to R2,122 million, 82,475 million, and R1,876 million for the years ended
31 December 2020, 2019, and 2018, respectively. To this date, the Company continues to invest in major
capital expenditures in order to complete the remaining expansion projects lined up in line with prior
calendar year spending.

FACTORS THAT MAY IMPACT COMPANY’S OPERATIONS / SEASONALITY ASPECTS
Refer to Part 1 ltem (2) (o) on discussion of Major Risks.

SIGNIFICANT ELEMENTS OF INCOME OR LOSS THAT DID NOT ARISE FROM CONTINUING
OPERATIONS

There were [osses arising from discontinued operations ¢f Snack business in September 2019.

ITEM 7. FINANCIAL STATEMENTS

Please see Exhibit Il hereof for the 31 December 2020 Audited Financial Statements.

ITEM 8. INFORMATION ON INDEPENDENT ACCOUNTANT

The Company has engaged the services of an independent Certified Public Accountant (*CPA™) to conduct
an audit and provide objective assurance on the reasonableness of the financial statements and relevant
disclosures. The independent CPA is solely responsible to the Board of Directors.

The appointment of the independent CPA is submitted to the Audit Committes, the Board of Directors and
shareholders for approval. The representatives of the independent CPA are expected to be present at the
Annual Stockholders’ Meeting and will have the opportunity to make a statement if they desire to do so,
and are expected {o be available to respond to appropriate questions. Upon request, the independent CPA
can also be asked to attend mestings of the Audit Committee and the Board, to make presentations and
reply to inquiries on matters relating to the Company's financial statements.

The Company has appointed R. G. Manabat & Co. as its independent CPA for the audit of its financial
statements for the calendar year ended 31 December 2020.

Aggregate fees billed by the Company’s external auditor for professiona!l services in relation to (i) the audit
of the Company's annual financial statements and services in connection with statutory and regulatory
filings, and (ii) tax accounting, compliance, advice, planning and any other form of tax services for the
calendar year ended December 31 are summarized as follows:

2020 2019 2018
Statutory audit fees | P4.8 million £4.8 million PR4.65 million
Tax advice fees 0.4 million 0.4 million 2.65 million
Total PR 5.2million 5,2 million P7.3 million

The Audit Committee of the Company reviews and approves the audit plan and scope of work for the above
services and ensures that the rates are competitive as compared to the fees charged by other equally
competent external auditors performing similar services.
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ITEM 8. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING
AND FINANCIAL DISCLOSURE

There has been ne change in the independent auditing firm or handling partner or disagreements with the
independent CPA on matters relating to the application and interpretations of accounting principles or
practices, tax laws and regulations, financial statement disclosures or audit scope and procedures during
the three (3) most recent fiscal years.

PART Ill - CONTROL AND COMPENSATION INFORMATION

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS

Term of office

Directors who are elected during the annual meeting of the stockholders in general hold office for one (1)
year until their successors are duly elected and qualified as set out in Article Ill, Section 1 of the Company’s
By-Laws,

Directors

As of 05 April 2021, the following are the names, ages, and citizenship of the incumbent Directors, including
Independent Directors, of the Company, as well as the year they were first elected:

Year First
Name Age | Citizenship Elected
Frederick D. Ong 55 Filipino 2020
Yongsang You 52 Korean 2015
Younggoo Lee 58 Korean 2017
Parinya Kitjatanapan ] 56 Thai 2020
Tae Hyeon Kim 55 Korean 2018
Jay Buckley 43 Australian 2019
|_Yuan Wang* 40 American 2021
Rafael M. Alunan lil (Independent Director) 73 Filipino 2007
QOscar 8. Reves (Independent Director) 74 Filipino 2007

* Replaced Mr. Samir Moussa, who resigned effective 28 February 2021,
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Executive Officers

As of 05 April 2021, the following are the names, ages, positions, and citizenship of the incumbent executive
officers of the Company, as well as the year they assumed their respective positions:

" . - Year Position
Name Age | Citizenship _ Position was Assumed
Frederick D. Ong 55 Filiping | Fresident a'g'ffﬁ';‘ff Execulive 2020
Executive Vice President,
Jin Man Kim 52 Korean Strategic Supply Chain & 2019
Operations
Senior Vice-President and
Vishal Malik* 52 Indian Chief Financial Officer/ 2020
Chief Audit Executive
Francis S. Moral - Senior Vice-President,
44 Filipino National Sales 2021
. e s Senior Vice-President, Human
Ma. Vivian A. Cheong 53 Filipino ResOUrcas 2018
,, Senior Vice-President and
Dong Geol Yoon 43 Korean Chief Strategy Officer 2021
Vice President for Legal and
. i Government Affairs/
Carina Lenore S. Bayon 51 Filipino Compliance Officer/ 2020
Data Protection Officer
Kristine Ninotschka L. L
Evangelista 47 Filipino Corporate Secretary 2018
‘I{iﬂ"a Patricia C. Herrera- 28 Filipino Assistant Corporate Secretary 2019
The assumption of tha respective roles of Messrs. Malik and Yoon In the Company Is subject to the issutance of the relevant
permits.

Background Information and Business Experience
Directors:

FREDERICK D. ONG

Mr. Ong is an Executive Director and the incumbent President and Chief Executive Officer of the Company.
He has more than 28 years of experience in the fast-moving consumer goods (FMCG) industry. Mr. Ong
has assumed senicr roles, such as Commercial, General Manager and Regional (SEA and Asia) Marketing
and Sales leadership roles. He has experience in the following industries: food, beverage, quick service
restaurant (QSR), personal care, pharmaceutical, consumer electronics and automotive. He has worked
with companies such as Nestle, Coca-Cola, Johnson & Johnson, Reckitt Benckiser, and Samsung. Prior
to joining PCPPI, Mr, Ong worked with the Yokohama Group of companies where he held various executive
and Board positions from 2015 to 2019. Mr. Ong holds a bachelor's degree in Economics from the Ateneo
de Manila University.

YONGSANG You

Mr. You is a non-Executive Director of the Company. He was the Company’s Chief Executive Officer from
2015 until his resignation from this post on 16 February 2020, and the Company’s Managing Director from
16 February 2020 until his resignaticn from this post on 19 June 2020. Previously, Mr. You held a number
of positions in Lotte Chilsung, which included being the General Manager and Head of the Overseas
Business Division, General Manager of Sales Headquarters and Business Management, and Head of
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Strategic Planning Department and Purchasing Department. Mr. You holds a Bachelor of Arts degree in
Business Administration from Seongsil University.

YOUNGGOO LEE

Mr. Lee is a non-Executive Director of the Company. He is currently the Head of the Food Business Unit of
Lotte Group. Since joining the Lotte group in 1987, Mr. Lee has held numercus positions in various Lotte
companies including Lotie Aluminum Co., Ltd., Lotte Confectionery Co., Ltd., and Lotte Corporate
Headquarters. Prior to his current post, Mr. Lee was the Chief Executive Officer of Lotte Chilsung
Beverage. Mr. Lee holds an [ndustrial Engineering degree from Seongsil University.

TAE HYEON Kim

Mr. Kim is a non-Executive Director of the Company. He is currently the Chief Executive Officer of Lotte-
Nestle in Korea. From the time he joined the Lotte group in 19982, he has occupied various positions in Lotte
Chilsung, such as Director of the Global Business Division of Lotte Chilsung, Director of the Purchasing
Depariment, Manager of the Audit & Strategy and Senior Assistance of the Corporate Audit & Strategy
departments. He also previously worked in the Lotte Corporate Headquarters as Manager of the Corporate
Audit & Strategy depariment.

JAY BUCKLEY

Mr. Buckley is a non-Executive Director of the Company. He is currently Senior Vice-President and Chief
Legal Counsel for PepsiCo’'s APAC SECTOR, comprising its foods and beverages businesses across
China, Asia Pacific, and Australia and New Zealand. He joined PepsiCo in May 2011 as General Counsel
for PepsiCo's food and beverages business in Australia and New Zealand. Prior to PepsiCo, Mr. Buckley
was with Goodman Fielder, Sydney, Australia, where he was Head Legal Counsel for Baking and
Procurement from June 2002 to April 2011. Prior to Goodman Fielder, he was an Associate with Latham &
Watkins, London, United Kingdom, from April 2007 to May 2009, and an Associate at Link!aters, London,
United Kingdom from March 20086 to April 2007. From June 2002 to March 2008, Mr. Buckley was a Senior
Associate with Corrs Chambers Wesigarth, Sydney, Australia, and from July 2001 to June 2002, he was a
Salicitor in Andersen Legal, Australia. Mr. Buckley holds a Bachelor of Arts/Bachelor of Laws (Honours)
and a Graduate Diploma of Legal Practice from New Scuth Wales, Australia, and was admiited as a Solicitor
of the Supreme Court of New South Wales, Australia in December 2001,

PARINYA KITJATANAPAN

Mr. Kitiatanapan is a non-Executive Director of the Company. He has 30 years of financial and commercial
management experience in the FMCG industry in China, Middle East, and Southeast Asia. He joined
PepsiCo, Inc. in 1988 as the Chief Financial Officer for PepsiCo’s Thailand Beverage business and
subsequently became General Manager for the country. In 2010, Mr. Kitjatanapan joined PepsiCo China's
China team as General Manager, South Cluster, based in Guangzhou. Then in 2012, he relocated to
Shanghai to serve as Franchise Vice-President. He moved back to Thailand in 2014 to assume Vice-
President and General Manager of the Thailand Power of One business. In 2019, Mr. Kitjatanapan was
promoted to Senior Vice-President of Sales & Franchise COE for the AMENA (Asia Middie East North
Africa) sector. In 2019, he became Chief Commercial Officer for the Asia Pacific sector.

YuaN WANG

Ms. Wang is a non-Executive Director of the Company. She is currently the Chief Financial Officer and
Vice-President of the Asia Beverages & GMD Business Unit (“BU") of PepsiCo, Inc. and is responsible for
leading Finance Planning activities for the BU as well as overseeing strategic initiatives and capability
building for Indoching Foads BU. Ms, Wang has ~15 years of financial and commercial management
experience in the fast-moving consumer goods industry in the U.S. She joined PepsiCo in 2014 as Senior
Director of Corporate Mergers & Acquisitions, advising on high-value creation transactions considered
critical to PepsiCo's strategic growth plans. Prior to PepsiCo, she held positions in global financial
institutions including Macquarie Capital, Barclays Capital, and Credit Suisse. Ms, Wang holds a BA from
Harvard College with Honors in Government and a Masters in International Policy from Stanford University.
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RAFAEL M. ALUNAN Il

Mr. Alunan is an Independent Director, and is the incumbent Vice Chairman of the Board of Directors, and
Chairman of the Audit Commitiee of the Company. He has had extensive experience in the private and
public sectors. Currently, he sits on the Boards of the Metro Global Holdings, [nc., APC Group, Inc., Rafael
Alunan Agri-Development, Inc., La Herencia Homeowners Association and the Spirit of EDSA Foundation.
Mr. Alunan is a Fellow of the Development Academy of the Philippines and of the Institute of Corporate
Governance and Institute for Solidarity in Asia. He previously sat on various boards of the Lopsz Group,
Sun Life of Canada, Inc. and its various subsidiaries, and Coca-Cola Amatil (Australia). He chairs the
Philippine Council for Foreign Relations and the Harvard Kennedy Scheool of Government Alumni
Association of the Philippines, Inc. Mr. Alunan also serves as President of the Philippine Taskwondo
Foundation. He is a regular columnist of BusinessWorld. He produced the documentary "Tagaligtas” on
the Special Action Force of the Philippine National Police, and co-authored the book “Silver Linings" and
its updated version. He served as Secretary of Tourism during the term of President Corazon C. Aquino,
and as Secretary of Interior and Local Government during the term of President Fidel V. Ramos. He holds
the rank of Colonel in the Armed Forces of the Philippines, and is & graduate of the Philippine Army's
Command and General Staff College Operations Course. Mr. Alunan obtained his double degree in
Business Administration and History-Political Science from the De La Salle University, attended the MBA-
Senior Executive Program of the Ateneo de Manila University, and obtained a Master's degree in Public
Administration and an Executive Education Certificate from Harvard Kennedy School of Government.

OSCAR S. REYES

Mr. Reves is an Independent Director and is the incumbent Chairman of the Board of Directors, as well as
the Chairman of the Board committees for Nomination and Governance and Compensation and
Remuneration of the Company. Among his other current positions are: Member of the Advisory Council of
the Bank of the Philippine Islands; member of the Advisory Board of the PLDT, Inc. and of Basic Energy
Carporation, independent Director of Manila Water Co., Cosco Capital Inc., PXP Enrergy Corporation, PLDT
Communications & Energy Ventures, Inc., Team Energy Corporation, D.M. Wenceslao and Associates,
Sun Life Financial Pians, Inc., Sun Life Prosperity Funds, Eramen Minerals Inc., Petrolift Corporation,
Philippine Dealing System Holdings Corp., Philippine Dealing & Exchange Corporation, Philippine
Depository & Trust Corporation, Philippine Securities Settiement Corporation, and Pioneer Life Insurance
Group. He became Senior Executive Vice Prasident and Chief Energy Adviser of the Manila Electric
Company in July 2010 and was appointed as President and Chief Executive Officer and Chairman/Director
of various Manila Electric Company Subsidiaries and Affiliates in 2012 until his retirement in 31 May 2019,
Mr. Oscar Reyes served the Shell Companies in the Philippines in various capacities from 1886 when Shel|
acquired Philippine Petroleum Corporation where he was the Executive Vice President and General
Manager. He was appointed in May 1997 as Country Chairman and concurrently President of Pilipinas
Shell Petrolaum Corporation, and Managing Director of Shell Philippines Exploration B.V., and retired from
such positions in 2001. He finished his Bachelor of Arts Major in Economics (Cum Lauds) degree at the
Ateneo de Manila University in 1965. He took post-graduate studies at the Ateneo Graduate School of
Business, Waterloo Lutheran University in Ontario, Canada, and the Harvard Business School {Executive
Education Program).

Exectitive Officers:

FREDERICK D. ONG

Mr. Ong is an Executive Direcfor and the incumbent President and Chief Executive Qfficer of the Company.
He has more than 25 years of experience in the fast-moving consumer goods (FMCG) industry. Mr. Ong
has assumed senior roles, such as Commercial, General Manager and Regional (SEA and Asia) Marketing
and Sales leadership roles. He has experience in the following industries: food, beverage, quick service
restaurant (QSR), personal care, pharmaceutical, consumer electronics and automotive. He has worked
with companies such as Nestle, Coca-Cola, Johnson & Johnson, Reckitt Benckiser, and Samsung. Prior
to joining PCPPI, Mr, Ong worked with the Yokohama Group of companies where he held various executive
and Board positions from 2015 to 2019. Mr. Ong holds a bachelor's degree in Economics from the Ateneo
de Manila University.
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JIN MAN Kim

Mr. Kim is the Executive Vice-President - Strategic Supply Chain and Operations of the Company. Mr. Kim
has been with Lotte for the last 26 years. Since 1993, Mr. Kim has held various positions within Lotte
Chilsung's Production Management Division and Quality Management Team. Most recently, he was the
Vice-President and Head of Lotte Chilsung's Ansung plant. Mr. Kim holds a B.S. in Agricultural Chemistry
from Chonbuk National University.

ViISHAL MALIK

Mr. Malik is the Company's Senior Vice-President and Chief Financial Officer under a secondment
agreement from PepsiCo of which he remains an employee. He is also the Company's Chief Audit
Executive. Mr. Malik’s assumption of his role in the Company is subject to the issuance of relevant permits.
He is a Chartered Accountant from India and joined PepsiCo in 1994. He spent 6 years with PepsiCo
Beverages and Foods operations in India, following which he has been working as a Finance leader in
Southeast Asia for past 20 years. In his previous roles, he served PepsiCo in the capacity of Chief Financial
Officer for IndoChina, Thailand, Vietnam and other geographies including Indonesia, Malaysia and
Singapore. He was previously the Chief Financial Officer for PepsiCc Beverages Joint Venture with Suntory
in Thailand.

FRANCIS S. MORAL

Mr. Moral is the Company’s Sentior recently-appointed Vice-President for National Sales. He is a seasoned
senior executive with more than 20 years of work experience in the fast-moving consumer goods (FMCG)
industry, He worked for reputable companies like Procter & Gamble Philippines ("P&G") and held several
leadership roles in the TAO Group of Companies. Before joining the Company, he was the General
Manager for JR&R Distributors Inc. (P&G Distribution), Chief Operating Officer for TriDharma Marketing
Corporation and Ecossential Foods Corp. (Kopiko Distribution), and Chief Executive Officer of Tri Diamonds
Corporation.

MaA. VIVIAN A, CHEONG

Ms. Cheong is the Company’s Senior Vice-President for Human Resources. Prior to joining the Company,
she was the Head of Crganization Development and Change Management of Meralco. Prior to Meralco,
she was the HR Director of Mead Johnson Nutrition for the Philippines and Vietnam, and before that, was
the HR Head of Bristol-Myers Squibb Philippines. She holds a Master's degree in Industrial Relations, Major
in Human Resources Development from the University of the Philippines and a Bachelor of Arts in
Behavioral Science degree from the University of Sto. Tomas.

DONG GEOL YOON

Mr. Yoon was recently appointed as the Company's Senior Vice-President/Chief Strategy Officer. Prior to
this appointment, he has been with the Lotte Group for 16 years, having worked with Lotte Chilsung from
2004 until present. He has been assigned to several roles involving quality assurance, procurement, global
business support, and global brand management for brands including Pepsi and Danone. He also had a
successful stint in LOTTE Aodeli Beverage in China, Mr. Yoon holds a bachelor's degree in Food
Engineering from Yonsei University.

CARINA LENORE S. BAYON

Aftty, Bayon is the Company's Vice President for Legal and Government Affairs, Compliance Officer and
Data Protection Officer. She was previously the Vice-President for Corporate Affairs of Nestle Philippines
In¢. from 2018 to 2019. Prior to this she was the Director for Policy Compliance, Promotion and Labeling
for Nestle USA (Wyeth [nfant Nutrition) from 2015 to 2018, Regional Compliance Lead of Nestle - Wyeth
Infant Nutrition for Asia & Pacific from 2013 to 2014, and Regional Counsel for Asia for Wyeth Philippines,
Inc. from 2010 to 2013. Atty. Bayon was also a professor of Labor Relations Law at the Lyceum of the
Philippines from 2009 tc 2013. Ailty. Bayon holds a Juris Doctor degree from the Ateneo de Manila
University School of Law and a Bachelor of Arts degree from the University of the Philippines.

KRISTINE NINOTSCHKA L. EVANGELISTA

Ms. Evangelista is the Corporate Secretary of the Company. A partner at Gatmaytan Yap Patacsil
Gutierrez & Protacio, also known as C&G Law, she was elected as Corporate Secretary of the Company

21




in August 2018. She started her legal career in 1999 as an assaociate at SyCip Salazar Hemandez &
Gatmaitan. [n 2008, she joined Holcim Philippines as Senior Legal Counsel, and served as its General
Cceunsel and Corporate Secretary from 2014 until 2017. She holds a Bachelor of Science degree, major
in Legal Management, and a Juris Doctor degree from the Ateneo de Manila University.

Jubia PATRICIA C. HERRERA-LIM

Ms. Herrera-Lim was elected as the Assistant Corporate Secretary of the Company in December 2018,
She is currently an Associate at C&G Law. She holds a Bachelor of Science degree, major in Business
Administration, and a Juris Doctor degree from the University of the Philippines.

Resignation of Directors

Ne Director has resigned or declined to stand for re-election to the Board of Directors since the date of the
last Annual Stockholders’ Meeting due to any disagreement with the Company on any matter relating to the
Company's operations, policies or practices.

Significant Employees and Family Relationships

No single person is expected to make an indispensable contribution to the business since the Company
considers the collective efforts of all its employees as instrumentat to the overall success of the Company's
business. The Company is not aware of any family relationship between or among the aforementioned
Directors or Executive Officers up to the fourth civil degree.

Except for the payment of annual directors’ fee and per diem allowances, the Company has not had any
transaction during the last two (2) years in which any Director or Executive Officer had a direct or indirect
interest.

Involvement in Certain Legal Proceedings

None of the aforementioned Directors or Executive Officers is or has been involved in any criminal or
bankrupicy proceeding, or is or has been subject to any judgment of a competent court barring or otherwise
limiting his involvement in any type of business, or has been found to have violated any securities laws
during the past five (5) years and up to the latest date, except as disclosed in ltem 3 on Legal Proceedings.

ITEM 11. EXECUTIVE COMPENSATION
Compensation of Directors and Executive Officers
The aggregate compensation paid or accrued (in Philippine Peso) in the calendar years ended

31 December 2020, 2019 and 2018 and estimated to ba paid for the ensuing calendar year 31 December
2021 to the following Executive Officers is set out in the table below:

Name Year . Salary Bonus Others
Aggregate for CEO and | CY 2018 64,117 461 5,315,443 947,681
four (4) most highly CY 2019 57,968,836 5,740,803 469,356
compensated below- CY 2020 54,216,126 2,791,168 163,971
named executive CY 2021 (Estimate) 43,763,879 4,981,974 573,626
officers
All other directors and CY 2018 21,820,673 1,796,718 4,287,783
officers as a arou CY 2019 57,896,253 5,746,611 8,712,336
ey o CY 2020 36,360 398 3,629,063 36,757,938

CY 2021 (Estimate) 44 678,910 5,324,938 8,713,284

The following are the five highest compensated directors and/or officers of the Company who were serving
as Executive Officers at the end of the last complsted calendar year:

» Yongsang You — Chief Executive Officer (resigned effective 16 February 2020)

¢ Frederick D. Ong — President and Chief Executive Officer (appointed effective 16 February 2020)
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Jin Man Kim — Executive Vice-President - Strategic Supply Chain & Operations
Domingo F. Almazan — Senior Vice-President, National Sales
s . Ma. Vivian A. Cheong — Senior Vice-President, Human Resources

There are no special employment contracts between the Company and the above Executive Officers.

At the Annual Stockholders’ Meeting held on 24 May 2019, the stockholders approved and ratified the

payment of annual fees for the members of the Board of Directors in the amount of PhP500,000.00 and a

per diem allowance per board or committee meeting of Php120,000.00 for the Chairman of the Board and

PhP100,000.00 for the other members of the Board. The seven (7) Directors representing the Lotte

Corporation and Quaker Global Investments B.V. have waived the per diem allowance as well as the annual
directors’ fee.

:There are no outstanding warrants or options held by the above Executive Officers and all such officers
and Directors as a group.

ITEM 12. SECURITY OWNERSH!P OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Security Ownership of Record and Beneficial Owners of at Least 5% of Our Securities as of
5§ April 2021

Name of
Beneficial
Title of | Name and Address of Record Owner Owner and - . Number of
Class and Relationship with Issuer relationship Citizenship Shares Held Percentage
with record
owner
Lotte Corporation®
Lotte World Tower, 300 Olympic-ro
Common | Songpa-gu. Seoul, 055571 Lol on Korean | 1,550,390,432 | 42.22%
South Korea P
Relationship — Stockholder
Lgtte Chhilsung Beverage Co. Ltd.
4% & 5N Fl | Lotte Castle Gold, 269
Common o : Lotte
Olympic-ro, Songpa-gu, Seoul, 05551 - Korean [ [
shares South Korea Corporation
Relationship — stackholder _
Common | Quaker Global Investments B.V.3 PepsiCo,
shares | Zonnebaan 35, 3542 EB Utrecht Inc.s Butch 923,443,071 |  25.00%

3 Lotte Corporation is a corporation duly organized and existing under and by virtue of the laws of Korea with principal office at Lotte
World Tower, 300 Otympic-to, Songpa-gu, Seoul, 05551, South Korea. Based on the beneficial ownership declaration attached to the
Company’s General Informalion Sheet filed on 5 March 2021, Lotte Corporation’s Chief Executive Officer, Kak Gyu Hwang, is named
as the beneficial owner, under category | of the beneficial ownership declaration form (provided under SEC Memorandurn Circular
No. 18, Series of 2020) directly holding 42.22% of the outstanding capifal stock of the Company, through shares held in lts own name
and through PCD Nominee Corporation (Non-Fillpina).

4 Lotte Chilsung Beverage Co. Ltd. {"Lotte Chilsung") is a corporation duly organized and existing under and by virtue of the laws of
Korea with principal office at 4th & 51h Fl,, Lotte Castle Gold, 269 Olympic-ro, Songpa-gu, Seoul, 05551 South Korea, Based on the
SEC Form 19-1 (Tender Offer Reporf) filed by Lotte Chilsung on 11 December 2020, Lotte Chllsung is a subs(diary of Lotte
Corporation, which owns 26.54% of the total issued and outstanding capital stock of Lotle Chilsung. As explained in note 3, the
peneficial owner of Lotle Corporation is disclosed as its Chief Executive Officer, Kak Gyu Hwang.

¥ Quaker Global Investments BV, ("QCI") is a corporation duly organized and existing under and by viriue of the laws of the
Netherlands with principal office at Zonnebaan 35, 3542 EB Utrecht, The Netherlands.

® Basad on the beneficlal ownership declaration attached to the Company’s General infomation Sheet filed on 5 March 2021,
PepsiCo, In¢.'s Chief Executive Officer, Ramon Laguarta, is named as the beneficial owner, under category | of the beneficial
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Name of
: Beneficial
Title of | Name and Address of Record Cwner Owner and - . Number of
Class and Relationship with Issuer relationship Citizenship Shares Held Percentage
with record
owner
The Netherlands
Relationship — Stockholder
PCD Nominea Corporation (Non-
FiIL;‘)ino)?
Common | 37% Floor, The Enterprise Center Please refer S
shares | Ayala Avenue, Makati City to footnote Non-Filipino 771,461.453 20.89%
Relationship — pleass refer to
footnote
PCD Nominee Corporation (Filipino)®
37" Floor, The Enterprise Center
C:;;‘:;g“ Ayala Avenue, Makati City ﬂ?ﬁﬁ?n[if' Filipino 434,043,975 11.75%
Relationship - please refer to
footnote

Security Ownership of Management as of 5 April 2021

Amount & Nature Percent of
Title of Class Name and Address of Owner of Beneficial Citizenship Class
Ownership
Oscar S. Reyes
Chairman of the Board and
C;;’rg‘;“ Independent Director 300,001 Filipino 0.01%
N Room 2504, 25/F, 139 Corporate Center
Valero St., Salcede Village, Makati City
Frederick D. Ong
Commen Director, President and CEO N .
shares ¢Jo Km. 29, National Road 1 Filipino 0.00%
Tunasan, Muntinlupa City
Yongsang You
Commeon Direcior .
shares clo Km. 29, National Road 1 Korean 0.00%
Tunasan, Muntinlupa City
Common Younggoo Lee N
shares Director 1 Korean 0.00%

declaratlon form (provided under SEC Memorandum Circular No. 15, Series of 2020) indirectly holding 25% of the outstanding capital
stock of the Company (lhrough Quaker Global Investments B.V.).

7 PCD Naminee Carporation is the regisiered owner of shares beneficlally owned by participants in the Philippine Cantral Depository,
Inc. ("PCD7), a private company organized to implement an automated book entry system of handling securities transactions in the
Phillppines. While PCD Nominea Corporation is the registered owner of the shares in the Company's books, the beneficial ownership
of such shares pertains to PCD participants (brokers) and/or their non-Filipino clients, whether individuals or corporations, in whose
names these shares are recorded in their respective books. Under PCD procedures, when an issuer of a PCD-gligible issus will hold
a stockhalders’ meeting, PCD will execute a pro-forma proxy in favor of the pacticlpants for the total number of shares in their raspectiva
principal securities account, as well as for the tctal number of shares in thelr client securitfes account. For shares held in the principal
securities account, the participant Is appointed as proxy wilh full voting rights and powers as registered owrer of such shares. For
shares held in 1he client securities account, the participant is appointed as proxy with the obligalion to constitute a sub-proxy in favor
of its clients with full voting and other rights for the number of shares beneficially owned by them.

8 Same as footnote 10 above except that the beneficial ownership of shares registered in the name of PCD Nominee Corporation

pertains to PCD participants (brokers) and/or their Filipino clients, whether individuals or corporations, in whose namas these shares
are recorded in their respective baoks.

24



Title of Class

Name and Address of Owner

Amount & Nature
of Beneficial
Dwnership

Citizenship

Percent of
Class

c/o 5 Fl. Castle Plaza, Lotte Castle Gold
7-18, Shinchun-Dong, Songpa-Gu
Seoul, Korea 138-727

Common
shares

Tae Hyeon Kim

Director

c/o 15/F World Tower BD, 558 Songpa-
daerc, Songpa-Gu Seoul, Korea 05510

1‘

Korean

0.00%

Common
shares

Jay Buckley

Director

¢/o Suites 1703-8, Tower Two

1 Matheson Street, Causeway Bay, HK

1i

Australian

0.00%

Common
shares

Parinya Kitjatanapan

Director

¢/0 622 Emporium Tower

17/F Sukhumvit Road, Klongton
Klongtoey, Bangkok, Thailand

1*

Thai

0.00%

Commaon
shares

Yuan Wang

Director

7380 W Sand Lake Rd #230, Orlando, FL
32819 USA

1’

American

0.00%

Common
shares

Rafael M. Alunan llI
Independent Director
No.63 9 Street

New Manila, Quezon City

1*

Filipino

0.00%

Commeon
shares

dJin Man Kim

EVP, Strategic Supply Chain &
Operations

/o Km. 28, National Road
Tunasan, Muntinlupa City

Korean

0.00%

Commeon
shares

Vishal Malik**

Senior Vice-President and

Chief Financiat Officer / Chief Audit
Executive

¢/o Km. 29 National Road
Tunasan, Muntinlupa Clty

Indian

0.00%

Commen
shares

Francis S. Moral

Senior Vice-President, National Sales
¢/o Km. 28 National Road

Tunasan, Muntinlupa Clty

Filipino

0.00%

Common
shares

Ma. Vivian A. Cheong

Senior Vice-President, Human Resources
c/o Km. 29 National Road

Tunasan, Muntinlupa City

Filipino

0.00%

Common
shares

Dong Geol Yoon**

Senior Vice-President / Chief Strategy
Officar

/o Km. 29 National Road

Tupasan, Muntinlupa Clty

Korezan

0.00%

Common
shares

Carina Lencre S. Bayon

Vica Prasident for Legal and Government
Affairs/ Compliance Officer / Data
Protection Officer

c/o Km. 29 National Road

Tunasan, Muntinlupa City

Filipino

0.00%

Common
shares

Kristine Ninotschka L. Evangelista
Comorate Secretary

¢/o 30/F 88 Corporate Center
Sedeiio corner Valero Streets

Salcedo Village, Makati City

Filipino

0.00%
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Amount & Nature Percent of
Title of Class Name and Address of Owner of Beneficial Citizenship Class
Ownership :

Julia Patricia C. Herrera-Lim
Assistant Corporate Secretary
¢/o 30/F 88 Corporaie Center 0 Filipino 0.00%
Sedeio comer Valero Streets
Salcedo Village, Makati City

Common
shares

* Each of the Directors is the registered owner of at least one qualifying share.
*» The assumption of the respective roles of Messrs. Malik and Yoon in the Gompany issubject to the issuance of the relevant pemnits.

The aggregate shareholdings of Directors and key officers as of 5 April 2021 are 300,002 shares which is
approximately 0.000081% of the Company’s outstanding capital stock.

Changes in Control

The Company is not aware of any voting trust agreement or any other similar agreement which may result
in a change in control of the Company.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Refer to Note 22 to the 31 December 2020 Audited Financial Statements for details on related party
transactions.

PART IV - EXHIBITS AND SCHEDULES

The following are the reports on SEC Form 17-C, as amended, which were filed during the period of 1
January 2020 to 5 April 2021,

a. SEC Form 17-C dated 10 January 2020

At the Special Meeting of the Board of Directors held on 10 January 2020, the Board approved the following
matters effective 19 January 2020: (i) acceptance of the resignation of the Company's Vice-President for
Snacks Manufacturing, Mr. Byoung Yul Hwang; and (ii} acceptance of the resignation of the Company's
Senior Vice-President for Operations, Mr. Allan A. Frias (I

b. SEC Form 17-C dated 14 January 2020

On 14 January 2020, the Company filed a Notification Form with the Philippine Competition Commission
(‘PCC"), for and as the acquired entity in the recent tender offer made by Lotte Chilsung to the shareholders
of the Company on 11 December 2018.

c. SEC Form 17-C dated 15 January 2020

The Company forwarded to Lotte Chilsung the PSE’s request for clarification of the news article entitled
“Lotte Group to keep Pepsi listed on PSE" posted in Manila Standard.net on 15 January 2020. The
Company relayed Lotta Chilsung's response that "the Tender Offer Period shall be extended by the number
of business days corresponding to those which were declared as non-working holidays."

d. SEC Foarm 17-C dated 23 January 2020
On 23 January 2020, the Company's Legal Department received a letter from Lotte Chilsung advising the

Company, the PSE, and the Securities and Exchange Commission (*SEC®) that "the [SEC] granted the
Request for Exemptive Relief filed by Lotte Chilsung on 18 December 2019, subject to the following
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conditions: (i) the Tender Offer will remain open untii ten (10) days from the disclosure of the PCC decision
on the transaction; (i) [Lotte Chilsung], through PCPPI, shall disclose to the PSE and SEC the decision of
the PCC immediately upon receipt thereof; and (jii) Lotte Chilsung shall permit the securities tendered fo
be withdrawn at any time during the period such tender period remains open."

Lotte Chilsung advised the Company that "the Company shall re-open the Tender Offer Period. Accordingly,
an Amended Tender Offer Report to reflect the developmants on the transaction, including, among others,
the re-opening of the Tender Offer Period, will be filed in due course.”

e. SEC Form 17-C dated 04 February 2020

On 4 February 2020, the Company received a letter from Lotte Chilsung, advising the Company and the
PCC that the SEC “directed [Lotte Chilsung] to: (i) cease the conduct of the tender offer pending resolution
of centain issues raised relating to the Tender Offer; and (ii) allow the shareholders who tender their shares
to withdraw the same. In accordance with this directive, [LLotte Chilsung] and its tender offer agent, First
Metro Securities Brokerage Corporation, ha[ve] suspended the conduct of the tender offer and refrained
from accepting any shares from being tendered effective[] 4 February 2020. Furthermore, shareholders
who have tendered their shares and who wish to withdraw the same are requested to coordinate with the
tender offer agent on the matter.”

f. SEC Form 17-C dated 10 February 2020

At the special meeting of the Board of Directors held on 10 February 2020, the Board approved the following
matters all effective on 16 February 2020: (i) acceptance of the resignation of Mr. Byoung Tak Hur as a
member of the Company’s Board of Directors; (ii} acceptance of the resignation of Mr. Yongsang You as
the Company's Chief Executive Officer, who will remain a member of the Board of Directors; (iii) acceptance
of the resignation of Ms. Wei Wei Yao as a member of the Company's Board of Directors; (iv) election of
Mr. Frederick Dy Ong as a member of the Company's Board of Directors, and as the Company's President
and Chief Executive Officer; and (v) election of Mr. Parinya Kitjatanapan as a member of the Company's
Board of Directors.

g. SEC Form 17-C dated 16 March 2020

In compliance with the SEC Notice to Publicly-Listed Cempanies dated 12 March 2020, the Company
informed the investing public that, as of 16 March 2020: (i) the Company had no known or confirmed
COVID-18 cases; (il) less than five (5) people in PCPPI Metro Manila — NCR region have had international
travels in the last fourteen (14) days, and most have completed self-quarantine; jii) on 12 March 2020, the
Company initiated the formation of the Contingency, Crisis and Risk Management Committee (*CCRM”) to
work on the Business Continuity plan of the Company; (iv) an advisory on various work arrangements has
been disseminated, (v) these efforls are coupled with continuous advisories on social distancing, personal
hygiene through basics of hand washing and sanitation, office disinfection, and full disclosure and non-
reporting for work for employees who are unwell or cared for, or in contact with persons under investigation
(PUI), persons under monitoring (PUM), and those confirmed to have COVID-18; (vi) given the need for
continuous production, Certificates of Employment were issued to the Company’s employees and
employees of contractors to show proof that they are part of the skeletal workforce of the Company to allow
for unhampered commute through various checkpoints in the Metro Manila; (vii) there is a thirty (30)-day
supply of raw materials, with sufficient supply of finished goods in the market. Delivery of these goods will
continue with food and other basic commodities being considered by the government as part of “essential
travel’. The Company provides needed safety and health guidance to delivery and trucking personnel, beth
those hired by the Company and the Company's trucking service providers; and (viii) donations of Company
products, particularly water, was underway.

h. SEC Form 17-C dated 24 March 2020

At the Special Meeting of the Board of Directors held on 24 March 2020, the Board approved the Exclusive
Bottling Appointment and the designation of authorized signatories for the execution thereof.
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i. SEC Form 17-C dated 30 March 2020

At the special meeting of the Board of Directors held on 30 March 2020, the Board approved the following
matters: (i) acceptance of the resignation of Mr. Khaled Mahmoud Mahmoud Metwalli as the Company's
Senior Vice-President, Chief Financial Officer, and Chief Audit Executive, effective 01 April 2020; (ii)
glection of Mr. Vishal Malik as the Company’s Senior Vice-President, Chief Financial Officer, and Chief
Audit Executive, effective 01 April 2020 (subject to the issuance of the relevant permits); {iii) acceptance of
the resignation of Atty. Lope R. Manuel, Jr. as the Company's Vice-President for Legal and Government
Affairs, Compliance Officer, and Data Protection Officer, effective 16 April 2020, (iv) election of Mr. Young
Duk Kang, the Company’s Senior Vice-President and Chief Strategy Officer, as the Company’s Compliance
Officer and Data Protection Officer, effective 16 April 2020.

j SEC Form 17-C dated 30 March 2020

On 27 March 2020, the Company received the decision of the PCC that the proposed acquisition by Lotte
Chilsung of shares in the Company will not likely result in a substantial lessening of competition; and that it
has resolve[d] to take no further action with respect to the proposed Transaction.

k. SEC Form 17-C dated 06 Aprii 2020

On 6 April 2020, the Company's Legal Department received a letter from Lotte Chilsung advising the
Company, that:

“In response to the request for clarification on the re-opening of the Tender Offer after the approval by the
[PCC] of the transaction, please be advised that Lotte Chilsung intends to complete the transaction as
provided under the terms and conditions of the tender offer and will re-open the tender offer for a period of
ten (10} business days, unless the [SEC] orders otherwise. However, please take note, that the SEC has
not lifted its suspension of the tender offer in connection with the issues it raised on the fairness opinion for
the transaction, For reference, kindly refer to our letter dated 4 February 2020 and the PSE EDGE
disclosures made by [the Company] on 5§ February 2020. We submitted a response to the SEC last 14
February 2020 and are awaiting the SEC's decision on the maiter. Accordingly, the tender offer can only
be re-opened after the SEC resolves the issue and lifts the suspension. We also note that the tender offer
may be subject to conditions, if any, that the SEC may impose. We shall inform you immediately once we
receive feedback from the SEC on the foregoing.”

. SEC Form 17-C dated 10 April 2020

At the special meeting of the Board of Directors held on 10 April 2020, the Board approved the
postponement of the ASM for the year 2020 from the date scheduled under the Company's Amended By-
Laws (the last Friday of May, i.e., 29 May 2020) to 20 August 2020.

In view of the Company’s availment of the grant of extension of time within which to submit its 2012 Annual
and Sustainability Report (SEC Form 17-A) and its Audited Financial Statements for the year ended 31
December 2019 (2019 AFS} (i.e., on 30 June 2020), the postponement of the ASM for the year 2020 to 20
August 2020 will allow the Company sufficient time to obtain the SEC’s approval of the Information
Statement (SEC Form 20-IS) which includes the SEC Form 17-A and the 2019 AFS, and distribute physical
copies of the approved SEC Form 20-IS to its stockholders.

m. SEC Form 17-C dated 17 April 2020
On 17 April 2020, the Company received a letter from Lotte Chilsung advising the Company and the PCC

that, in a letter dated 06 April 2020 and received by Lotte Chilsung on 13 April 2020, the SEC issued a
ruling in connection with the fairness opinion issued by Punongbayan & Araulle {"P&A") for the tender offer.
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Lette Chifsung's letter summarized the SEC’s letter as follows:

(a) "independence of P&A as financial advisor to render the faimess opinion for the tender offer and
concluded that there is 'no reasen to believe that P&A acted contrary to rules 19.2.6.1 and
18.2.6.2.7.8' of the Securities Regulation Code implementing rules and regulations (“SRC Rules”);

(b) "Directed Lotte Chilsung to include in the Valuation and Fairness Opinion Repont, the rationale for
selection of two companies as “comparables” and rationale for non-gelection of other competitor
companies identified in [the Company’s] 2018 SEC Form 17-A filing and (b} the results of other
valuation procedure using either an asset-based or earningsfincome-based valuation methodology,
upon which, the report should ba filed no later than five (5) business days from receipt of copy of
SEC’s lefter.

(¢) “Uponfiling an Amended Tender Offer Report (attached thereto the foresaid Valuation and Fairness
Opinion Report) with Commission, immediately re-open and resume the mandatory tender offer
and conduct the same for the next ten The SEC affirmed the (10) days.”

In its letter, Lotte Chilsung said that it "would like to assure [the Company's] shareholders of its intention to
complete the transaction as provided under the terms and conditions of the tender offer” and advised that
“Lotte Chilsung shall comply with the foregoing directives of the SEC, However, in view of the timetable it
will take to comply, [Lotte Chilsung] intend[s] to request for an extension from the SEC to allow [L.otte
Chilsung] to file the Amended Tender Offer Report at a later time. [Lotte Chilsung] shall inform [the
Company and the PCC] immediately with respect to developments in connection with the foregoing
including the indicative timetable for the re-opening of the tender offer.”

n. SEC Form 17-C dated 22 April 2020

On 22 April 2020, the Company raceived a letter from Lotte Chilsung agdvising the Company and the PCC
that the SEC "granted the request for extension to comply with its directives in connection with the fairness
opinion issued by [P&A]”, which Lotte Chilsung enumerated in its 17 April 2020 letter to the Company.

Lotte Chilsung also advised that it “will file the Amended Tender Offer Report with updated Valuation and
Fairness Opinion within 30 calendar days from its receipt of the SEC letter on 13 April 2020 (or until 13 May
2020). Upon filing of the Amended Tender Offer Report, Lotte Chilsung will immediately reopen and resume
the mandatory tender offer and conduct the same for the next ten (10) business days.”

o. SEC Form 17-C dated 13 May 2020

At the regular meeting of the Board of Directors held on 13 May 2020, the Board of Directors approved tha
following matters:

(a) Appointment of Atty. Ma. Rosamelle E. Cruz-Afionuevo as the Officer-In-Charge of the Company's
l.egal and Government Affairs Department, effective 13 May 2020,

(b) Retirement of Mr. Roberto E. Tongcua as the Company’s Vice-President and Senior General
Manager for Mindanao, effective 13 May 2020.

(¢) Approval of the Company’s SEC Form 1-ACGR (Integrated Annual Corporate Governance Report)
and the filing thereof with the SEC and the disclosure to the PSE.

(d) Approval of the proposed amendments to the Company’s Amended Articles of Incorporation and
endersement to stockholders for approval. The amendments were made to align the provisions of
the Company's Amended Anticles of Incorporation with the Board Charter and Board Committee
Charters adopted on 11 December 2019.
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(e) Approval of the proposed amendments to the Company's Amended By-Laws and endorsement to
stockholders for approval. The amendments were made to align the provisions of the Company's
Amendad By-Laws with the Board Charter and Board Committee Chariers adopted on 11
December 2019.

(f). Approval of the Company's 2020 Manual on Corporate Governance, and the filing thereaof with the

. SEC and disclosure to the PSE. The 2020 Manual on Corporate Governance incorporates

provisions of the Board Charter and Board Committee Charters adopted on 11 December 2019
inta the previous 2019 Revised Manual on Corporate Governance.

p. SEC Form 17-C dated 13 May 2020

On 13 May 2020, the Company received a letter from Lotte Chilsung advising the Company and the PCC
of the fellowing matters:

(@) “On May 8, 2020, [Lotte Chilsung] submitted a copy of the draft updated Valuation and Fairness
Opinion for comment of the [SEC];

(b) “As of May 13, 2020, the draft updated Valuation and Fairness Opinion remains under review of
the SEC;

(¢} "Inview of the on-going review by the SEC, [Lotte Chilsung] filed today with the SEC a request for
extension to comply with the requirement to file the Amended Tender Offer Report with updated
Valuation and Faimess Opinion and allow Lotte Chilsung to submit the sama no later than three
(3) calendar days from the date the SEC issues its clearance to finalize the updated Valuation and
Fairness Opinion.”

q. SEC Form 17-C dated 17 June 2020

On 17 June 2020, the Company received the following information from Lotte Chilsung on the results of the
tender offer it conducted to acquire shares of the Company from the Company's shareholders upon request
of the PSE received on 17 June 2020:

Number of shares tendered and accepted: 1,132,950,431
Percentage to total issued and outstanding shares: 30.7%
Resulting percentage of public ownership after acceptance: 2.1%

Given the resulting percentage of public ownership falling below the minimum public ownership requirement
of ten percent (10%), the PSE was expected to suspend trading of the Company’s shares following the
PSE Listing and Disclosure Rules.® Quaker Global Investments B.V., the wholly-owned subsidiary of
'PepsiCo, Inc., did not participate in the tender offer. The Company remains the exclusive bottler in the
Philippines of PepsiCo's beverage brands Pepsi, Mountain Dew, 7-Up, Mirinda, Mug, Gatorade, Tropicana,
Sting, and Aquafina.

As stated in the report, the Company disclosed in due course its plans with regard fo its compliance with
the minimum public ewnership requirement.

r. SEC Form 17-C dated 192 June 2020

On 19 June 2020, the Company received the SEC Form 19-1A (Tender Offer Report) filed by Lotte Chilsung
with the SEC (the "Final Tender Offer Report”).

A total of 1,132,850,431 of the Company's shares were fendered by the Company's shareholders and
accepted by Lotte Chilsung during the tender offer period. This represents approximately 30.7% of the
Company’s total issued and outstanding shares. As a result, the percentage of public ownership of the
.Company is now approximately 2.1%.

° The PSE suspended the trading of the Company's shares on 18 June 2020.
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A certification issued by First Metro Securities Brokerage Corporation certifying the results of the tender
offer was attached as Exhibit L of the Final Tender Offer Report. The information contained in the Final
Tender Offer Report and its attachments confirmed the initial report disclosed by the Company on 17 June
2020 based on the information provided by Lotte Chilsung.

Quaker Global Investments B.V., the wholly-owned subsidiary of PepsiCo, Inc., did not participate in the
tender offer. The Company remains the exclusive bottler in the Philippines of PepsiCo’s beverage brands
Pepsi, Mountain Dew, 7-Up, Mirinda, Mug, Gatorade, Tropicana, Sting, and Aquafina.

As stated in the report, the Company disclosed in due course its plans with regard to its compliance with
the minimum public ownership requirement.

s, SEC Form 17-C dated 19 June 2020

At the regular meeting of the Board of Directors held on 19 June 2020, the Board of Directors approved the
following matters:

(8) Confirmation of the schedule of the Annual Stackholders' Meeting for 2020 ("2020 ASM") to be 20
August 2020, Thursday, at 9 o'clock in the morning, approving the agenda of the 2020 ASM, and
fixing the record date of stockholders entitled to notice of and to vete at said 2020 ASM on 20 July
2020;

(b} Approval of the conduct of the 2020 ASM and the participation by stockholders to be done via
remote communications, and of the voting by the stockholders to be done in absentia or by proxy,
and delegating the approval and finalization of the requirements and internal procedures to
Management;

(c} Approval of the Company's Audited Financial Statements for the fiscal year ended 31 December
2018 and autharization for its issuance and filing with the Bureau of Internal Revenue and the SEC;

(d) Approval of the Company’s SEC Form 17-A (Annual Report) and Sustainability Report for the fiscal
year ended 31 December 2019 and authorization for its filing with the SEC and disclosure to the
PSE; and

(e} Approval of the Company’s SEC Form 20-IS (Information Statement) for the 2020 ASM and its
filing with the SEC and disclosure to the PSE.

t. SEC Form 17-C dated 5§ August 2020

On 05 August 2020, the Company received a letter from the PSE imposing fines for delayed disclosure of
penealties imposed on the Company by regulatory agencies in prior years. The Company has duly
addressed the relevant concerns with, and paid the penalties to, the regulatory agencies; and disclosed the
penalties previously to the PSE and the SEC.

u. SEC Form 17-C dated 20 August 2020

Matters approvad by the Stockholders during the Annual Stockholders’ Meeting held on 20 August 2020

(a) Approval of the Minutes of the Annual Stockholders’ Meeting on 24 May 2019

(b) Approval of the Audited Financial Statements for the year ended 31 December 2018
(c) Ratification of Acts of the Board of Directors and Management for the previous year
(d) Approval of the Amendments to the Company's Amended Articles of Incorporation

{e) Approval of the Amendments to the Company's Amended By-Laws
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{f) Election of the members of the Board of Directors for the year 2020 to 2021:

Frederick D. Ong

Yongsang You

Younggoo Lee

Tae Hyeon Kim

Jay Buckley

Samir Moussa

Parinya Kitjatanapan

Oscar 8. Reyes (Independent Director)
Rafael M. Alunan lll {Independent Director)

(g} Appointment of R.G. Manabat & Co. as the Company's External Auditor for the year 2020 to 2021.

Matters approved during the Organizationai Meeting of the Board of Directors held on 20 August 2020

{a) Election of the members of the Board Committees for the year 2020 to 2021

Audit Committee Nomination Committee
Rafael M. Alunan Il (Chairman)  Oscar S. Reyas (Chairman)
Oscar S. Reyes Yongsang You

Yongsang You Jay Buckley

Samir Moussa

(b) Election of Officers for the year 2020 to 2021:

Compensation and
Remuneration Committes

Oscar 8. Reyes (Chairman)
Rafael M. Alunan Il
Yongsang You

Parinya Kitjatanapan

Chairman of the Board of Directors

Oscar S. Reyes

Vice-Chairman of the Board of Directors

Rafael M, Alunan Il

President and Chief Executive Officer

Frederick D. Ong

Executive Vice President, Strategic Supply Chain & Operations

Jin Man Kim

Senior Vice-President, Chief Financial Officer/
Chief Audit Executive

Vishal Malik

Senior Vice-President, National Sales

Domingo F. Almazan

Senior Vice-President, Human Resources

Ma. Vivian A. Cheong_j

Senior Vice-President, Chief Strategy Officer/
Compliance Officer/ Data Protection Officer

Young Duk Kang

Vice President and Senior General Manager (Luzon 2)

Aristedes H. Alindogan

Vice Praesident and Senior General Manager (Visayas)

Lyndon Ferdinand J. Cuadra

Associate Vice President, Tax and Reporting/

Agustin S. Sarmiento

Chief Risk Officer
Officer in Charge, Legal and Govemment Affairs Ma. Rosamelle Cruz-Anonueveo
Corporate Secretary Kristine Ninotschka Evangelista

Assistant Corporate Secretary

Julia Patricia C. Herrera-Lim

V. SEC Form 17-C dated 1 September 2020

Atthe Special Meeting of the Board of Directors held on 1 September 2020, the Board of Directors approved
the following matters effective 1 September 2020: (i) acceptance of the resignation of Mr. Young Duk Kang
as the Company's Compliance Officer and Data Protection Officer; (i) re-appointment of Atty. Rosamelle
E. Cruz-Afionuevo as Director for Legal; and (iii) appeointment of Atty. Carina Lenore S. Bayon as the
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Company’s Vice-President for Legal and Government Affairs, Compliance Officer, and Data Protection
Officer.

W. SEC Form 17-C dated 9 September 2020

At the special meeting of the Board of Directors held on 09 September 2020, the Board of Directors
authorized the Company (i) to voluntary delist its shares that are listed in the Main Board of the Philippine
Stock Exchange in accordance with all applicable rules, and (i) to petition the SEC in accordance with
applicable rules for the voluntary revocation of the registration of its securities and permit to seli securities.

Previously, on 18 June 2020, the Company disclosed that its public ownership level was at 2.1% or below
the 10% PSE Rule on Minimum Public Ownership after conclusion of the tender offer conducted by Lotte
Chilsung to acquire shares of the Company from the Company’s shareholders. Under the PSE Rule on
Minimum Public Ownership, the Company has until 18 December 2020 to comply with the 10% minimum
public float requirement or otherwise be subject to involuntary delisting.

After due evaluation and study of the options available to the Company, the Board of Directors approved
and authorized the voluntary delisting of the Company’s shares from the PSE. Considering the level of its
public ownership and the prevailing market conditions, it will not be able to comply with the minimum public
ownership requirement by 18 December 2020,

X. SEC Form 17-C dated 22 October 2020

As at 22 October 2020, the Company had received written assent forms signifying votes in favor of the
delisting from stockholders holding or representing 3,492,887,434 shares of 94.56% of the Company’s
outstanding capital stock. Therefore, by written assent, the delisting of the Company's shares from the
Main Board of the PSE was deemed approved by the stockholders.

y.  SEC Form 17-C dated 24 November 2020

On 24 November 2020, the Company received the SEC Form 23-B (Statement of Changes in Beneficial
Ownership of Lotte Corporaticn and the SEC Form 23-B (Statement of Changes in Beneficial Ownership)
of Lotte Chilsung, reporting the disposal of 1,559,390,432 of the Company’s shares, and the acquisition of
1,569,390,432 of the Company's shares, respectively.

The Company also received a copy of the cover letter of Lotte Chilsung addressed to the SEC and PSE
dated 06 November 2020, and reportedly filed on 23 November 2020, informing the SEC and the PSE that
“Lotte Corporation [] has entered into an In-Kind Contribution Agreement, pursuant to which, all rights and
obligations pertaining to [Lofte Corporation’s] total of 1,559,380,432 shares of stock in [the Company] shall
be transferred to its affiliate, [Lofte Chilsung]®.

The cover letter also provided that *[Lotte Corporation] executed on 23 October 2020, a Deed of Assignment
in favor of [Lotte Chilsung] covering 1,559,390,432 [of the Company's] shares representing 42.22% of the
[the Company's] total issued and outstanding shares (the "Subject Shares"). The transfer does not signify
or cause a change in ultimate ownership as the Subject Shares are and will continue to be ultimately owned
and centrolled by the Lotte Group”.

At the time of this report, the transfer of 1,559,380,432 of the Company's shares had not yet baen recorded
in the Company's books, as the requisite documents to effect the transfers, including but not limited to the
stock certificate, the deed covering the transfer, and the Certificate Authorizing Registration issued by the
Bureau of Internal Revenue, have not yet been submitted to the Company's stock transfer agent.

z. SEC Form 17-C dated 01 December 2020
On 01 December 2020, the Company received a copy of the Amended SEC Form 19-1A (Final Tender
Offer Repont) filed by Lotte Chilsung with the SEC and PSE (ithe “Amended Final Tender Offer Report™).
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The Amended Final Tender Offar Report disclosed that “[o]n 23 October 2020, Lotte Corporation executed
a Deed of Assignment in favor of [Lotte Chilsung] covering 1,559,390,432 of the Company's shares
representing 42.22% of the Company’s total issued and outstanding shares. The transfer does not signify
or cause a change in ultimate ownership as the shares are and will continue to be ultimately owned and
controlled by Lotte Group.”

“Following the close of the Tender Offer Period on [10 November 2020], a total of Twenty Seven Million
~ Sixty Six Thousand Eight Hundred Five (27,086,805) common shares of [the Company] were tendered
pursuant to the Tender Offer, accepted and thereafter purchased by [Lotte Chilsung] via an off exchange
transaction outside the facilities of the PSE on [24 November 2020]. The shares were purchased at the
Tender Offer Price with a fotal fransaction value of PhP52,780,288.75."

“Following the completion of the Tender Offer, [Lotte Chilsung] currently owns and holds 2,719,407,668
common shares of [the Company].”

The Company also received on 01 December 2020 the SEC Form 23-B {Statement of Changes in Beneficial
Ownership) of the Lotte Corporation and the SEC Form 23-B (Statement of Changes in Beneficial
Ownership) of Lotte Chilsung reporting the acquisition by Lotte Chilsung of a total of Twenty Seven Million
Sixty Six Thousand Eight Hundred Five (27,066,805) commeon shares of the Company as reported in
Amended Final Tender Offer Report.

The above reported transfers of the Company's shares have not yet been recorded in the Company’s
books, as the requisite documents to effect the transfers, including but not limited to the Certificate
Authorizing Registration issued by the Bureau of Internal Revenue, have not yet been submitted to the
Company's stock transfer agent.

aa. SEC Form 17-C dated 17 December 2020

On 17 December 2020, the Company received a letter from the PSE informing the Company that the PSE
has approved the Petition for Voluntary Delisting filed on 15 September 2020, and that the PSE had
accordingly ordered the delisting of the Company's shares from the Official Registry of the PSE. The
delisting shall be effective as of the end of business on 18 December 2020.

bb. SEC Form 17-C dated 23 December 2020

At the special meeting of the Board of Directors held on 23 December 2020, the Board of Directors approved
the following matters effective 01 February 2021: (i) acceptance of the resignation of Mr. Young Duk Kang
as the Company’s Senior Vice President and Chief Strategy Officer (subject to the issuance of relevant
permits to his successor, Mr. Dong Geol Yoon), (i} appointment of Mr. Dong Geol Yoon as the Company's
Senior Vice President and Chief Strategy Officer (subject to the issuance of relevant permits).

cc. SEC Form 17-C dated 09 February 2021

At the special meeting of the Board of Directors held on 08 February 2021, the Board of Directors approved
the following matters: (i) acceptance of the resignation of Mr. Samir Moussa as a member of the Company's
Board of Directors and a member of the Board of Directors’ Audit Committee and appointment of Ms. Yuan
Wang as & member of the Company's Board of Directors and a member of the Board of Directors’ Audit
Commiftee, effective 28 February 2021; (ii) acceptance of the resignation of Mr. Young Duk Kang as the
Company's Senior Vice President and Chief Strategy Officer and acceptance of Mr. Dong Geol Yoon as
the Company's Senior Vice President and Chief Strategy Officer, effective 01 March 2021, or upon the
issuance of relevant permits fo Mr. Yoon, whichever is later, superseding the resclution approved on 23
December 2020 (as discussed above).
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dd. SEC Form 17-C dated 16 February 2021

On 186 February 2021, the Company received by electronic mail a Resolution dated 19 February 2020
issued by the Laguna Lake Development Authority ("LLDA") in relation to LLDA Case No. WP19-08-638-
MM, ordering the Company to pay a penalty for non-compliance with effluent standards. The Company’s
wastewater discharge has since passed all parameters of effluent standards,

ee. SEC Fornm 17-C dated 5 March 2021

Cn 05 March 2021, the Company received a Nofice of Finality issued by the Regional Director of the
Department of Labor and Employment (MIMAROPA Region) rendering the Compliance Order dated 10
November 2020 (the “Campliance Order”) final and executory. The Compliance Qrder provided that failure
to submit proof of compliance with Cccupational Safety and Health Standards within the period provided
will make the Company jointly and severally liable with its General Manager, Mr. Jose C. Laurena, Jr., for
a penalty. On 22 December 2020 and within the 10-day period from receipt of the Compliance Order, the
Company partially complied with the Compliance Order by submitting copies of the requested documents,
as well as an appeal to extend the submission of the cerification for the training of the first aider because
there were no training sessions conducted during the pandemic. However, despite the said compliance and
appeal, the said Notice of Finality was still issued.

ff. SEC Form 17-C dated 05 April 2021

At the regular meeting of the Board of Directors held on 05 April 2021, the Board of Directors approved the
following matters: (i} approval of the Company's Audited Financial Statements for the fiscal year ended 31
December 2020 and autherization for its issuance and filing with the Bureau of Internal Revenue and SEC;
(i) approval of the Company's Annual Report (SEC Form 17-A) for the fiscal year ended 31 December
2020 and authorization for its filing with the SEC; (iii) acceptance of resignation of Mr. Domingo F. Almazan
as Senior Vice President for National Sales and appointment of Mr. Francis S. Moral as Senior Vice
President for National Sales; (iv} approval of the postpenement of the Annual Stockholders’ Meeting for the
year 2021 (the “2021 ASM") from the date scheduled under the Company's By-Laws (i.e., the last Friday
of May) to 14 June 2021; (v) approval of the conduct of the 2021 ASM and the participation by stockholders
to be done via remote communications, and of the voting by the siockhelders to be done by remote
communications, in absentia, or by proxy, and delegating to Management and the Corporate Secretary the
finalization of the requirements and internal procedures for such conduct of the 2021 ASM; (vi} approval of
the delegation of authority to Management and the Corporate Secretary to finalize the details of the 2021
ASM, including the time, the platform, the agenda, and the record date.

PART V - SIGNATORIES

The following are the authorized signatories of the Company:

1. Frederick . Ong in his capacity as the President and Chief Executive Officer. Said positions are the
Company's equivalent positions for principal operating officer and principal executive officer,
respectively.

2. Agustin 8, Sartmiento in his capacity as Associate Vice-President - Tax & Reporting and Chief Risk
Officer of the Company. Said position is the Company’s equivalent position for comptroller and principal
accounting officer.

3. Kristine Ninotschka L. Evangelista in her capacity as the Corporate Secretary of the Company.

Signature page foliows
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PEPPI Pepsi-Cola Products Philippines, Inc,
Km. 29, National Rd. Bo. Tunasan, Muntinlupa City, Philippines 1773

Pepsl-Cala Products Philippines.Inc.  Tel: (+63-2) 888-PEPS! {73774) » www.pepsiphilippines.com

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The Management of Pepsi-Cola Products Philippines, Inc. (the “Company”) is responsible for the
preparation and fair presentation of the financial statements, including the schedules attached therein, as at
December 31, 2020 and 2019 and for each of the three years in the period ended December 31, 2020, in
accordance with the prescribed financial reporting framework indicated therein, and for such internal
control as Management determines is necessary to enable the preparation of financial statements that are
free form material misstatement, whether due to fraud or error.

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

The Board of Directors is responsible for overseeing the Company’s financial reporting process.

The Board of Directors reviews and approves the financial statements including the schedules attached
therein, and submits the same to the Stockholders.

R. G. Manabat & Co., the independent auditor appointed by the Stockholders, has audited the financial
statements of the Company in accordance with Philippine Standards on Auditing, and in its report to the
Stockholders, has expressed its opinion on the fairness of presentation upon completion of such audit.

f%w k2 Or\
OSCARS. REYES RICK D. ONG '
Chairman of the Board President and Chief Executive Officer

and Chief Risk Officer

Signed this 5% day of April 2021

papsl
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R.G. Manabat & Co.

The KPMG Center, S/F

6787 Ayala Avenue, Makati City
Philippines 1226

Telephone +83 (2) 8885 7000

Fax +83 (2) 8894 1985
Internet www.home.kpmg/ph
Email ph-ingquiry@kpmg.com

REPORT OF INDEPENDENT AUDITORS

The Stockholders and Board of Directors
Pepsi-Cola Products Philippines, Inc.
Km. 29, National Road

Tunasan, Muntinlupa City

Opinion

We have audited the financial statements of Pepsi-Cofa Products Philippines, Inc.

(the “Company”), which comprise the statements of financial position as at

December 31, 2020 and 2019, and the statements of profit or loss and other
comprehensive income (loss), statements of changes in equity and statements of cash
flows for each of the three years in the period ended December 31, 2020, and notes,
comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Company as at December 31, 2020 and 2019, and
its financial performance and its cash flows for each of the three years in the period
ended December 31, 2020, in accordance with Philippine Financial Reporting Standards
(PFRSs). :

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs).
Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report, We are
independent of the Company in accordance with the Code of Ethics for Professional
Accountants in the Philippines (Code of Ethics), together with the ethical requirements
that are relevant to our audit of the financial statements in-the-Philippines;-and-we-have—
fulfilled our other ethical responsibilities in accordance wiith thése requiteniénts'arid tHe
Code of Ethics. We believe that the audit evidence we have obtained:is_gs_‘ufﬁc;em[amg|o~

appropriate to provide a basis for our opinion. I l

! ‘ate
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PRC-BUA Registration No. 0003, valid untll November 21, 2023
SEC Accreditation No. 0003-SEC, Group A, valld for five (5 years covering the audit of 2020 1o 2024
financial statemenis (2018 {financial statements are covered by SEC Accreditation No. 0004-FR-5)
IC Accreditation No. 0003-1C, Group A, valid for five (5) years covering the audit of 2020 to 2024
financial statemenis (2012 financial statements are covered by |C Circular Lelter (CL) No, 2019-39, Transifion clause)
BSF Accredifation No. 0003-BSP, Group A, valid for five (8) years covering 1he audit of 2020 to 2024
financial statements (2018 financial statements are cavered by BSP Monetary Board Resalution Mo, 2161, Transition clause)

R.G. Manabat & Co., a Phitipplne | pand & ber firm of the KPMG glabal organ(zation of independent member firms
affiliaied with KPMQ Intemationat Limited, a private English company limitad by puaranise
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These matters
were addressed in the context of our audit of the financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.

Revenue Recognition

The Company’s accounting policy with respect to revenue recognition is included in
Note 3, Significant Accounting Policies, to the financial statements.

The risk: The nature of the Company’s selling and distribution system, the high
volume of products, its geographical locations, and various stakeholders’
expectations pose a risk that the Company may recognize certain revenue from sale
of goods at or near the year-end without meeting all the required recognition criteria
and conditions under Philippine Financial Reporting Standard (PFRS) 15, Revenue
from Contracts with Customers.

Our response: Our audit procedures included, among others: assessment of the
design and effectiveness of controls in respect of revenue; identifying and testing the
Company’s key revenue controls in selected locations with dstailed testing of
transactions; assessment of whether the Company’s revenue recognition policy in
place complies with PFRS 15 and ensuring its consistent application; performing
sales cut-off procedures prior to and post year-end; and testing of credit memos
issued after year-end. [n addition, we evaluated the reasonableness of revenues by
developing an expectation of the current year balance based on trend analysis,
taking into account historical monthly sales data and circumstances in the current
year. We also tested a sample of manual journal entries to identify unusual or
irregular items.

Provisiocning

The Company’s accounting policies with respect to provisions is included in Note 3,
Significant Accounting Policies, to the financial statements.

The risk: The Company is subject of a disputed assessment for deficiency taxes for
the taxable periods in 2010. The Company appealed this assessment to the Court of
Tax Appeals, for which on-going proceedings are being conducted. The Company
applied judgment when determining whether to provide, and how much to provide for
these tax matters. The magnitude of potential exposures and the inherent
uncertainty of the case and judgment involved in determining whether to make
additional provisions and disclosures pose a risk on the appropriate recognition of
provisions under Philippine Accounting Standards (PAS 37), Provisions, Contingent
Liabilities and Contingent Assets.

Our response; Our audit procedures included the assessment of the design and
implementation of controls around the recognition and continuous re-assessment of
tax provisions. With the assistance of our tax specialists, we assessed the
Company’s tax positicns, its correspondence with its-external taxradv,!‘som"—‘assessed
assumptions used to determine tax provisions !md msﬁec’ted rele_vambaUppomng
documentation through audit sampling. in addi |on e /66  formak8enfirnration
from the Company’s legal counsel. We aiso co su:lerej the adequacy of th
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Other information

Management is responsible for the other information. The other information comprises
the information included in the Securities and Exchange Commission (SEC) Form 20-18
{Definitive Information Statement), SEC Form 17-A and Annual Report for the year
ended December 31, 2020, but dees not include the financial statements and our
auditors’ report thereon. The SEC Form 20-1S (Definitive Information Statement), SEC
Ferm 17-A and Annual Report for the year ended December 31, 2020 are expected to
be made available tc us after the date of this auditors’ report.

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

In connection with our audits of the financial statements, our responsibility is to read the
other information identified above when it becomes available and, in doing so0, consider
whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audits or otherwise appears to be materially misstated.

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

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with PFRSs, and for such internal contro! as management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Company'’s financial
reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

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

tdentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company's internal control.

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

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

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

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

We also provide those charged with governance with a statement that we have complied
with relevant ethical requirements regarding independence, and communicate with them
all relaticnships and other matters that may reasonably be thought to bear on our
independence, and where applicabie, related safeguards.
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From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the financial statements of
the current period and are therefore the key audit matters. We describe these matters in
our auditors’ report unless law or regulation precludes public disclosure about the matter
or when, in extremely rare circumstances, we determine that matter should not be
communicated in our repert because the adverse consequences of doing so would
reascnably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditors’ report is
Vernilo G. Yu.

R.G. MANABAT & CO.

- o G’ YU
{Partner ;.
>, 'CPA License No, A 08798
" SEC P\ccred;tatlon No 1815-A, Group A, valid until August 20, 2023
‘{ Tax Identification N0, 225-454-652
; BIR Accreditatlon No. 08-001987-35-2018
4 Iss{ied Septembey 20, 2018; valid until September 19, 2021
"/ ' RTR No. MKT 8533924
’i\ Issued J)anuary 4, 2021 at Makati City

April 15, 2021
Makati City, Metro Manila
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PEPSI-COLA PRODUCTS PHILIPPINES, INC.

STATEMENTS OF FINANCIAL POSITION
(Amounts in Thousands})

December 31
Note 2020 2019
ASSETS
Current Assets
Cash 4,27 P837,601 P711,895
Receivables - net 5 24, 27 1,963,945 2,823,843
Inventories 6 4,209,423 3,915,506
Due from related parties 23, 27 507,984 £§52,990
Prepaid expenses and other current assets 582,926 618,693
8,101,779 8,622,927
Assets held for sale 26 126,428 126,428
Total Current Assets 8,228,207 8,749,355
Noncurrent Assets ,
Investments in associates 7 653,208 635,384
Bottles and cases - net 8 4,313,269 4,669,755
Property, plant and equipment - net g 11,185,178 11,162,438
Right-of-use assets 3 28 301,136 422,948
Intangible assets 10 271,098 264,053
Deferred tax assets 13 135,130 102,354
Other noncurrent asssts 212,067 218,519
Total Noncurrent Assets 17,071,086 17,475,451
P25,299,293 P26,224 806
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable and accrued
expenses 11, 14, 24, 27, 28 P8,111,686 P8,733,614
Short-term debt 12, 27 350,000 1,250,000
Current portion of long-term debt 12, 27 1,267,157 1,494,541
Total Current Liabilities 9,728,843 11,478,155
Noncurrent Liabilities .
Long-term debt - net of current portion 12,27 5,895,343 4,142 877
Deferred tax liabilities 13 214,143 560,378
Other noncurrent liabilities 14, 27, 28 947,427 200,886
Total Noncurrent Liabilities 7,066,913 5,604,141
Total Liabilities 16,785,756 17,082,298
Equity
Share capital 15 1,751,435 1,751,435
Remeasurement losses on net defined benefit _
liability 14 (468,146) (338,224)
Retained €amings  pememscssmme oo 12, 16 7,230,248 7,728,299
Total Equity AR PR s 8,513,537 9,142,510
s P25,209,293  P26,224,806
Date
See Notes to the Financ!al Statements. -




PEPSI-COLA PRODUCTS PHILIPPINES, INC.

STATEMENTS OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME (LOSS)

(Amounts in Thousands, Except Earnings Per Share Data)

Years Ended December 31

Note 2020 2019 2018
Continuing Operations
GROSS SALES 25 P34,602,664 P40,080,245 P38,175,672
LESS SALES DISCOUNTS,
RETURNS AND
ALLOWANCES 25 3,960,556 4,896,482 4,781,433
NET SALES 30,642,108 35,183,763 33,394,239
COST OF GOODS SOLD 17 25,437,108 28,370,170 27,685,013
GROSS PROFIT 5,205,000 6,813,593 5,709,226
OPERATING EXPENSES :
Selling and distribution 18 4,336,047 4,085,669 3,942,304
General and administrative 19 978,124 1,210,612 1,171,703
Marketing 24 356,020 491 441 628,335
8,670,1M 5,787,722 5,742,342
OPERATING PROFIT (LOSS) (466,191) 1,025,871 (33,116)
FINANCE AND OTHER INCOME
(EXPENSES)
Equity in net earnings of
associates 7 17,823 22,728 18,579
interest income 4,23 6,129 5,266 5,354
Interest expense 12, 28 {385,998) {407,736) {275,329)
QOther income - net 105,518 71,573 134,512
{256,528) (308,169) (118,884)
PROFIT {LOSS) BEFORE TAX (721,719) 717,702 (152,000)
INCOME TAX EXPENSE
(BENEFIT) 13 (222,302) 208,238 (29,837)
PROFIT {LOSS) FROM
CONTINUING OPERATIONS (499,417) 509,464 (122,183)
Discontinued Operations
LOSS FROM DISCONTINUED
OPERATIONS NET OF TAX 26 366 (210,738) {77,377)
PROFIT (LOSS) FOR THE YEAR (499,051) 298,726 (199,540)
OTHER COMPREHENSIVE
INCOME (LOSS)
Item that will not be
reclassified to profit or loss
Remeasurement gains (losses)
on defined benefit liability -
net of deferred tax 13, 14 (129,922} (143,145) 75,675
TOTAL COMPREHENSIVE:::;---—..-.-:.—-.~—~-~ SR
INCOME (L . Lok . (P828,973) P155,5681 (P123,865)
Basic/Diluted E R D
Per Share 22 P0.08 (P0.05)

Uate AR S U 2N
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PEPSI|-COLA PRODUCTS PHILIPPINES, INC.

STATEMENTS OF CASH FLOWS
(Amounts in Thousands)

Years Ended December 31

Note 2020 2019 2018
CASH FLOWS FROM
OPERATING ACTIVITIES
Profit (loss) before tax from
continuing operations {P721,719) P717,702 (P152,000)
Income {loss) before tax from
discontinued operations 523 (301,054) (110,538)
Profit (loss) before tax {721,196) 416,648 (262,538)
Adjustments for:
Depreciation and
amortization 8, 9, 20, 28 2,667,499 2,804,723 2,632,271
Interest expense 12, 28 385,998 407,736 275,329
Impairment losses on
receivables, inventories,
bottles and cases, and
machinery and equipment 5689 167,916 292,060 61,559
Retirement cost 14, 21 125,181 115,763 123,879
Equity in net earnings of
associates 7 (17,824) {22,728) (16,579)
Interest income 4,23 (6,129} (5,266) {(6,354)
Loss (gain) on disposal of property
and equipment 9 {619) (8,439) 14,566
Operating profit before working
capital changes 2,600,826 4,000,487 2,823,133
Changes in operating assets and
liabilities:
Decrease (increase} in:
Receivables 822,593 (332,973) (174,718)
Due from related parties 45,006 14,319 12,885
[nventories (430,081) 1,079,692  (2,593,478)
Prepaid expenses and other
current assets (3,901) (337,050) 2,656
Increase (decrease) in accounts
payable and accrued
exXpenses (635,406) (801,317) 1,010,496
Cash generated from operations 2,399,037 3,623,158 1,080,954
Interest received 6,129 5,243 5278
Income taxes paid {61,517) (197,804) (166,737)
Contribution to plan assets 14 {72,000) (©9,000) (124,000)
Retirement benefits paid directly to
employees 14 {32,400) (50,721) (36,036)
Net cash provided by operating
activities 2,239,249 3,180,876 759,459
Forward — B U -
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Years Ended December 31

Note 2020 2019 2018

CASH FLOWS FROM INVESTING

ACTIVITIES
Proceeds from disposal of property

and equipment P619 P8,514 P2,667
Additions to:

Property, plant and equipment 9  (1,118,266) (867,771)  (1,205,087)

Bottles and cases 8 (1,003,727} (1,607,614) (771,168)

Intangibles 10 (42,129) (264,053) -
Decrease (increase) in other

noncurrent assets 6,452 (14,108) 75,896
Net cash used in investing activities (2,157,040) (2,745,032) (1,897,592)
CASH FLOWS FROM FINANCING

ACTIVITIES -
Proceeds from: 12

Short-term debt 16,150,000 11,100,000 16,250,000

L.ong-term debt 3,000,000 1,000,000 4,300,000
Repayments of: 12

Short-term debt (17,060,000) (10,850,000) (18,350,000)

Long-term debt -(1,500,000) (787,500) (600,000)
Cash dividends paid 16 - (162,526) (162,526)
Debt issuance cost 12 22,500 7,500 30,250
Interest paid 9, 12 (362,370) {347,988) (279,345)
Payments of lease liability {216,733) (232,033) -
Net cash provided by (used in)

financing activities 43,397 (272,547) 1,188,379
NET INCREASE IN CASH 125,606 183,297 50,246
CASH AT BEGINNING OF YEAR 711,895 548,598 498,352
CASH AT END OF YEAR 4 P837,501 P711,895 P548,598

See Noies to the Financial Statements,




PEPSI-COLA PRODUCTS PHILIPPINES, INC.

NOTES TO THE FINANCIAL STATEMENTS
(Amounts in Thousands, Except Per Share Data and
When Otherwise Indicated)

1. Reporting Entity

Pepsi-Ceola Products Philippines, Inc. (the “Company”) was incorporated as a stock
corporation in the Philippines on March 8, 1989, primarily to engage in
manufacturing, sales and distribution of carbonated soft-drinks (CSD),
non-carbonated beverages (NCB) and confectionery products to retail, wholesale,
restaurants and bar trades. The registered office address and principal place of
business of the Company is at Km. 29, National Road, Tunasan, Muntinlupa City.

On May 16, 2014 and May 30, 2014, the Company’s Board of Directors (BOD} and
Stockholders approved {on the respective dates) the amendments to the Article of
Incorporation, particularly on its primary purpose to engage in, operate, conduct and
maintain the business of manufacturing, importing, buying, selling, handling,
distributing, trading or otherwise dealing in, at wholesale and (to the extent allowed
by law) refail, food and food products, snacks, confectionery drinks and other
beverages in bottles, cans and other containers or dispensers and other related
goods of whatever nature, and any and all materials, suppliers and other goods used
or employed in or related to the manufacture of such finished products as well as the
amendment of the Company's principal office address. The said amendments were
approved by the Securities and Exchange Commission (SEC) on August 27, 2014,

As at December 31, 2020, Lotte Corporation, Lotte Chilsung Beverage Co., Lid and
Quaker Global investments B.V are the largest shareholders of the Company with
42.22%, 30.67% and 25.00% shareholdings, respectively. Lotte Chilsung Beverage
Co., Ltd. and Lotte Corporation were organized under the laws of South Korea.
Quaker Global Investments B.V. was organized under the laws of the Netherlands.

2. Basis of Preparation

Statement of Compliance

The financial statements have been prepared in compliance with Philippine Financial
Reporting Standards (PFRSs). PFRSs are based on International Financial
Reporting Standards (IFRSs) issued by the [nternational Accounting Standards
Board (IASB). PFRSs which are issued by the Philippine Financial Reporting
Standards Council (FRSC), consist of PFRSs, Philippine Accounting Standards
{PASs), and Philippine Interpretations.

The accompanying financial statements as at December 31, 2620 and 2018 and for
each of the three years pericd ended December 31, 2020 were approved and
authorized for issue by the Company's BOD on April 5, 2021. The BOD has the
power to amend the financial statements after issuance.

Details of the Company’s accounting policies are included in Note 3 to the financial
statements.



Basis of Measurement

The financial statements have been prepared on the historical cost basis of
accounting, except for the following items, which are measured on an alternative
basis on each reporting date.

ltems Measurement bases

Right-of-use asset Present value of minimum [ease payments plus
initial direct costs, advance lease payments and
obligations to refurbish leased assets less
incentives received, if any

Lease liability Present value of minimum lease payments

Retirement benefits liability  Present value of the defined benefit obligation
(DBO) less fair value of plan assets.

Functional and Presentation Currency

These financial statements are presented in Philippine peso, which is the Company’s
functional currency. All amounts have been rounded-off to the nearest thousands,
except per share data and when otherwise indicated.

Use of Judgments and Estimates -
In preparation of these financial statements, management has made judgments,

estimates and assumptions that affect the application of the Company’s accounting
policies and the reported amounts of assets, liabilities, income and expenses. Actual
results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis and are
based on historical experiences and other factors, including expectations of future
events that are believed to be reasonable under the circumstances. Revisions to
accounting estimates are recognized prospectively.

Judgmenis

Information about judgments made in applying accounting policles that have the
most significant effect on the amounts recognized in the financial statements are
included in the following notes:

» Note 24 - Determination of whether the Company is acting as a Principal or an
Agent

* Note 27 - Classifying financial instruments

* Note 28 - Determination of whether an arrangement contains a lease

« Nofe 28 - Commitments, Contingencies and Losses

Assumptions and Estimation Uncerfainties

Information about assumptions and estimation uncertainties that have a significant
risk of resulting in a material adjustment to the carrying amounts of assets, liabilities
and equity within the next financial year are included in the following notes:

* Note5 - Estimation of allowance for impairment losses on receivables
» Note 28 - Commitments, Contingencies and Losses



3. Significant Accounting Policies

The accounting policies set out below have been applied consistently to all years
presented in these financial statements, except for the changes in accounting
policies explained below.

Adoption of New Standard. Interpretation and Amendments to Standards
The Company has adopted the following new standard, interpretation and

amendments to standards starting January 1, 2020 and accordingly, changed its
accounting policies. Except as otherwise indicated, the adoption did not have any
significant impact on the Company’s financial statements.

Amendments to References fo Conceptual Framework in PFRS Standards sets
out amendments to PFRS Standards, their accompanying documents and PFRS
practice statements to reflect the issuance of the revised Conceptual Framework
for Financial Reporting in 2018 (2018 Conceptual Framework). The 2018
Conceptual Framework includes:

a new chapter on measurement;
guidance on reporting financial performance;

« improved definitions of an asset and a liability, and guidance supporting
these definitions; and

¢ clarifications in important areas, such as the roles of stewardship, prudence
and measurement uncertainty in financial reporting.

Some Standards, their accompanying documents and PFRS practice statements
contain references to, or quotations from, the International Accounting Standards
Committee (JIASC)'s Framework for the Preparaticn and Presentation of Financial
Statements adopted by the International Accounting Standards Board (IASB) in
2001 or the Conceptual Framework for Financial Reporting issued in 2010. The
amendments update some of thase references and quotations so that they refer
to the 2018 Conceptual Framework, and makes other amendments to clarify
which version of the Conceptual Framework is referred to in particular
documents

Definition of a Business (Amendments to PFRS 3 Business Combinations). The
amendments narrowed and clarified the definition of a business. They also
permit a simplified assessment of whether an acquired set of activities and
assets is a group of assets rather than a business. The amendments:

« confirmed that a business must include inputs and a process, and clarified
that:

o the process must be substantive; and
o the inputs and process must together significantly contribute to creating
outputs;

» narrowed the definitions of a business by focusing the definition of outputs on
goods and services provided to customers and other income from ordinary
activities, rather than on providing dividends or other economic benefits
directly to investors or fowering costs; and

» added a test that makes it easier to conclude that a company has acquired a
group of assets, rather than a business, if the value of the assets acquired is
substantially all concentrated in a single asset or group of similar assets



Definition of Material (Amendments fo PAS 1 Presentafion of Financial
Statements and PAS 8 Accounting Policies, Changes in Accounting Estimates
and Emors). The amendments refine the definition of material. The amended
definition of material states that information is material if omitting, misstating or
obscuring it could reasonably be expected to influence the decisions that the
primary users of general purpose financial statements make on the basis of those
financial statements, which provide financial information about a specific reporting
entity. The amendments clarify the definition of material and its application by:

(a) raising the threshold at which information becomes material by replacing the
term ‘could influence’ with ‘could reasonably be expected to influence’;

(b) including the concept of ‘obscuring information' alongside the concept of
‘omitting’ and ‘misstating’ information in the definition;

(c) clarifying that the users to which the definition refers are the primary users of
general purpose financial statements referred to in the Conceptual
Framework;

(d) clarifying the explanatery paragraphs accompanying the definition; and

(e) aligning the wording of the definition of material across PFRS Standards and
other publications.

The amendments are expected to help entities make better materiality
judgements without substantively changing existing requirements.

Interest Rate Benchmark Reform (Amendments fo PFRS 9 Financial
Instruments, PAS 39 Financial Instruments: Recognition and Measurement and
PFRS 7 Financiali instrumenis: Disclosures). The amendments provide
temporary exceptions tc all hedging relationships directly affected by interest rate
benchmark referm - the market-wide reform of an interest rate benchmark,
including the replacement of an interest rate benchmark with an alternative
benchmark rate such as that resulting from the recommendations set out in the
Financial Stability Board's July 2014 report 'Reforming Major Interest Rate
Benchmarks'. The exceptions relate to the following requirements:

e The highly probable requirement. When determining whether a forecast
transaction is highly probable, an entity shall assume that the interest rate
benchmark on which the hedged cash flows are based is not altered as a
result of the reform.

» Prospective assessments. When performing prospective assessments, a
company shall assume that the interest rate benchmark on which the hedged
item, hedged risk andfor hedging instrument are based Is not altered as a
result of the interest rate benchmark reform.

» PAS 39 refrospective assessment. An entity is not required to undertake the
PAS 39 retrospective assessment for hedging relationships directly affected
by the reform. However, the entity must comply with all other PAS 39 hedge
accounting requirements, including the prospective assessment.

¢ Separately identifiable risk components. For hedges of a non-contractually
specified benchmark compaonent of interest rate risk, an entity shall apply the
separately identifiable requirement only at the inception of such hedging
relationships.



An entity shall cease applying the exceptions when the uncertainty arising from
interest rate benchmark reform is no longer present with respect to the timing
and the amount of the interest rate benchmark-based cash fiows or the hedging
relationship is discontinued. End of application does not apply to the test for
separately identifiable risk components,

Specific disclosure requirements apply to hedging relationships affected by the
amendments including information about the significant interest rate
benchmarks, extent of risk exposure directly affected by the reform, how the
entity manages the process to transition to alternative benchmark rates,
significant assumptions and judgements made in applying the exceptions, and
the nominal amount of the hedging instruments in those hedging relationships.

Extension of the Temporary Exemption from Applying PFRS 9 (Amendments to
PFRS 4 Insurance Contracts). The amendments extend the expiry date for the
temporary exemption from PFRS 9 fo annual periods beginning on or after
January 1, 2025. The extension maintains the alignment between the expiry date
of the temporary exemption and the effective date of PFRS 17 which was
deferred to annual periods on or after January 1, 2025.

Financial Instruments

Date of Recognition. Financial instruments are recognized in the statements of
financial position when the Company becomes a party to the contractual provisions
of the instrument. Regular way purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation or convention in the
marketplace are recognized on the frade date.

Initial Recognition of Financial Instruments

Financial instruments are recognized initially at fair value. Except for financial
instruments designated as at fair value through profit or less (FVPL), the initial
measurement of financial assets includes transaction costs that are directly
attributable to their acquisition cost or issue.

Classification and Measurement

The Company classifies its financial assets into the following categories:
amortized cost, FVOC! - debt investment, FVOCI - equity investment, or FVTPL.
The Company classifies its financial liabilities into financial liabilities at FVTPL
and other financial liabilities. The classification of financial assets depends on
both the business model in which the financial asset is managed and whether the
cash flows from the financial asset represent, on specified date, solely payment
of principal and interest (SPPl) on the principal amount outstanding.
Management determines the classification of its investmenits at initial recognition
and, where allowed and appropriate, re-evaluates such designation at every
reporting date.

Financial assets are not reclassified subsequent to their initial recognition unless
the Company changes its business model for managing financial assets and
there is a change in the contractual cash flow characteristics of the financial
asset, in which case all affected financial assets are reclassified on the first day
of the first reporting period following the change in business model.

As at Decamber 31, 2020 and 2019, the Company does not have any financial
assets and financial liabilities at FVTPL and FVOCI.



Financial Assets at Amortized Cost. A financial asset is measured at amortized
cost if the asset is held within a business model whose objective is to collect
contractual cash flows and its contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of principal and interest on
the principal amount outstanding. Such assets are recognized initially at fair
value plus any incremental transaction cost.

After initial recognition, these financia! assets are subsequently measured at
amortized cost using the effective interest method, less any allowance for
impairment losses. Amortized cost is calculated by taking info account any
discount or premium on acquisition and fees that are an integral part of the
effective interest rate. L.osses are recognized in profit or loss and reflected in the
aliowance account. When the Company considers that there are no realistic
prospects of recovery of the asset, the relevant account is written-off. Gains and
losses are recognized in profit or loss when these financial assets are
derecognized or impaired, as well as through amortization process. Financial
assets at amortized cost are classified as current assets if maturity is within
12 months from the reporting date. Otherwise, these are classified as noncurrent
assets.

Assessment whether Contractual Cash Flows are SPPI. For the purposes of this
assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. ‘Interest’ is defined as consideration for the time value of meney and
for the credit risk associated with the principal amount outstanding during a
particular period of time and for other basic lending risks and costs (e.g. liquidity
risk and administrative costs), as well as a profit margin.

In assessing whether the contractual cash flows are SPPIl, the Company
considers the contractual terms of the instrument. This inciudes assessing
whether the financial asset contains a contractual term that could change the
timing or amount of contractual cash flows such that it would not meet this
condition. In making this assessment, the Company considers:

= contingent events that would change the amount or fiming of cash flows;

x terms that may adjust the contractual coupon rate, including variable-rate
featurss;

» prepayment and extension features; and

« terms that limit the Company's claim to cash flows from specified assets
{e.g. non-recourse features).

Business Modei Assessment. The Company makes an assessment of the
objective of the business model in which a financial asset is held at a portfolio
level because this hest reflects the way the business is managed and information
is provided to management. The information considered includes:

= the stated policies and objectives for the portfolio and the operation of those
policies In practice. These include whether management’s strategy focuses
on earning contractual interest income, maintaining a particular interest rate
profile, matching the duration of the financial assets to the duration of any
related liabilittes or expected cash outflows or realizing cash flows through
the sale of the assets;

» how the performance of the portfolio is evaluated and reported to the
Company's management; and

v the risks that affect the parformance of the business model (and the financial
assets held within that business model) and how those risks are managed.



lll. Derecognition of Financial Instruments
Financial Assets. A financial asset (or, where applicable a part of a financial
asset or part of a group of similar financial assets) is derecognized when:

» the rights to receive cash flows from the financial asset have expired;

» the Company retains the right to receive cash flows from the financial asset,
but has assumed an obligation to pay them in full without material delay to a
third party under a ‘pass-through’ arrangement; or

» the Company has fransferred its rights to receive cash flows from the
financial asset and either: (a) has transferred substantially all the risks and
rewards of the financial asset; or (b) has neither transferred nor retained
substantially all the risks and rewards of the financial asset, but has
transferred control of the financial asset.

When the Company has fransferred its rights fo receive cash flows from a
financial asset and has neither transferred nor retained substantially all the risks
and rewards of the financial asset nor transferred control of the financial asset,
the financial asset is recognized to the extent of the Company's cantinuing
involvement in the financial asset.

Continuing involvement that takes the form of a guarantee over the transferred
financial asset is measured at the lower of the original carrying amount of the
financial asset and the maximum amount of consideration that the Company
could be required to pay.

Financial Liabilities. A financial liability is derecognized when the obligation is
discharged, cancelled or has expired. When an existing financial liability is
replaced by another from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the catrying amount of the original
liahility and the reccgnition of a new liability at fair value, and any resulting
difference in the respective carrying amounts is recognized in profit or loss.

‘Day 1’ Profit. Where the transaction price in a non-active market is different from the
fair value of other observable current market transactions of the same instrument or
based on a valuation technique whose variables include only data from observable
market, the Company recognizes the difference between the transaction price and
fair value (a ‘Day 1’ profit) in profit or loss. In cases where no observable data are
used, the difference between the fransaction price and model value is only
recognized in profit or loss when the inputs become observable or when the
instrument is derecognized, For each transaction, the Company determines the
appropriate methed of recognizing the ‘Day 1' profit amount.

Offsetting Financial insfruments. Financial assets and financial liahilities are offset
and the net amount is presented in the statements of financial position when, and
only when, the Company has an enforceable legal right to offset the amounts and
intends either to settle on a net basis or to realize the asset and settle the liability
simultaneously. This is not generally the case with master netting agreements and
the related assets and liabilities are presented gross in the statements of financial
position.



Fair Value Measurement

A number of the Company's accounting policies and disclosures require the
measurement of fair values, for both financial and non-financial assets and liabilities.
Fair value is the price that would be received {o sell an asset or paid to transfer a
liability in an orderly transaction in the principal (or most advantageous) market at the
measurement date under current market conditions (i.e. exit price), regardless of
whether that price is directly observable or estimated using another valuation
technique. Where applicable, 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.

When measuring the fair values of an asset or a liability, the Company uses market
observable data as far as possible. Fair values are categorized into different levels of
the fair value hierarchy based on the inputs used in the valuation techniques as
follows:

= |evel 1: quoted prices (unadjusted) in active markets for identical asseis or
liabilities; _

= Level 2. inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (i.e., as prices) or
indirectly (i.e., derived from prices); and

= Level 3: inputs for the asset or liability that are not based on observable market
data (unabservable inputs).

If the inputs used to measure the fair value of an asset or a liability might be
categorized in different levels of the fair value hierarchy, then the fair value
measurement is categorized in its entirety in the same level of the fair value
hierarchy as the lowest level input that is significant to the entire measurement.

The Company recognizes transfers between levels of the fair value hierarchy at the
end of the reporting period during which the change has occurred.

Inveniories

Inventories are valued at the lower of cost and net realizable value (NRV}. The cost
of inventories (finished goods, work in process, raw and packaging materials and
spare parts and supplies), which is determined using weighted average and is valued
at standard cost method adjusted to approximate actual costs through the allocation of
manufacturing variances on a periodic basis, includes expenditures incurred in
acquiring the inventeries, production or conversion costs and other costs incurred in
bringing these inventories to their present location and condition. In the case of
manufactured inventories and work in process, cost includes an appropriate share of
production overheads based on normal operating capacity.

The NRV of finished goods is the estimated selling price in the ordinary course of
business less estimated costs necessary to make the sale. The NRV of raw and
packaging materials, spare parts and supplies is the estimated current replacement
costs.

When inventories are sold, the carrying amounts of those inventories are recognized
under “Cost of goods sold” account in the statements of profit or loss and other
comprehensive income (loss) in the period when the related revenue is recognized.



Investments | sociates

Associates are those entities in which the Company has significant influence, but not
control, over the financial and operating policies and which are neither subsidiaries
nor joint ventures. The financial statements include the Company’s share of the total
recognized earnings and losses of associates on an equity accounted basis, from the
date that significant influence commences until the date that significant influence
ceases. The application of the equity method of accounting is based on the
Company’s beneficial interest in the net profits and net assets of the associates.
Distributions received from the associates reduce the carrying amount of the
investments. Income and expense resulting from transactions between the Company
and the associates are eliminated to the extent of the interest in the associates.
When the Company’s share of losses exceeds the cost of the investment in an
associate, the carrying amount of that interest is reduced to nil and recognition of
further [osses Is discontinued, except to the extent that the Company has incurred
legal or constructive obligations or made payments on behalf of the associate.

The Company's investments in associates include an amount that represents the
excess of acquisition cost of investment over the fair vaiue of the net identifiable
assets of the investee companies at the date of acquisition, net of impairment in
value, if any.

The financlal statements of the associates are prepared for the same period as the
Company's financial statements.

Bottles and Cases

Bottles and cases include returnable glass botltles and cases stated at deposit values
and the excess of the acquisition costs of returnable bottles and cases over their
deposit values. Bottles and cases also include certain pallets acquired under finance
lease. These assets are deferred and amortized using the straight-line method over
their estimated useful lives (EUL) (5 years for reiurnable betties and 7 years for
cases and paliets) determined principally by their actual historical breakage and
trippage. Amoertization of botties and cases commences once they are available for
use and is recognized in profit or loss. An allowance is provided for excess, unusable
and obsolete retumable bottles and cases based on the specific identification
method.

Refundable customer deposits are collected from customers based on deposit value
and refundable when the bottles and cases are retumed to the Company in gooed
conditions. These deposits are presented as part of “Trade payables - third parties”
under “Accounts payable and accrued expenses’ in the statements of financial
position.

Property, Plant and Equipment
Propery, plant and equipment are carried at cost less accumulated depreciation,
amortization and impairment losses, if any.

Initially, an item of property, plant and equipment is carried at cost, which comprises
its purchase price and any directly attributable cost in bringing the asset to working
condition and location for its intended use. Subsequent costs (including costs of
replacing a part of an item of preperty, plant and equipment) that can be measured
reliably are added to the carrying amount of the asset when it is probable that future
economic benefits associated with the asset will flow to the Company. The carrying
amount of the replaced part is derecognized. All other repairs and maintenance are
recognized in profit or loss as incurred.



Construction in-progress represents assets under construction and is stated at cost.
This includes costs of construction and other direct costs. Construction in-progress is
not depreciated until such time that the relevant assets are completed and put into
operational use but tested for impairment losses. Assets under construction are
transferred to the related property, plant and equipment account when the
construction and installation and related activities necessary to prepare the property,
plant and eguipment for the intended use are completed and the property, plant and
equipment are ready for services.

Major spare parts and stand-by equipment items that the Company expecis to use
over more than one period and can be used only in connection with an item of
property, plant and equipment are accounted for as property, plant and equipment.
Depreciation and amortization of these major spare parts and stand-by equipment
commence once these have become available for use (i.e., when they are in the
location and condition necessary for them to be capable of operating in a manner
intended by the Company).

The EUL of property, plant and equipment are as follows:

Number of Years

Machinery and other equipment 3-25

Buildings and leasehold improvements 15 - 40 or term of the lease,
whichever is shorter

Furniture and fixtures 10

Depreciation and amortization commence once the assets become available for use.
Depreciation and amortization are computed on a straight-line basis over the EUL of
the assets. Leasehold improvements are amertized over the shorter of their EUL
and the corresponding lease terms.

The assets' residual values, EUL and depreciation and amortization methods are
reviewed at each reporting date and adjusted, if appropriate, fo ensure that the
period and depreciation and amortization methods are consistent with the expected
pattern of economic benefits from those assets. Any change in the expected residual
values, EUL and methods of depreciation and amortization are adjusted
prospectively from the time the change was determined necessary.

When an item of property, plant and equipment is disposed of, or is permanently
withdrawn from use and no future economic benefits are expected from its disposal,
the cost and accumulated depreciation, amortization and impairment losses, if any,
are removed from the accounts and any resulting gain or loss arising from the
retirement or disposal (calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is recognized in profit or loss.

Infangible Assets
intangible assets acquired separately are measured on initial recognition at cost. The

cost of an intangible asset acquired In a business combination is its fair value at the
date of acquisition. Subsequently, intangible assets are measured at cost less
accumulated amortization and any accumulated impairment losses. Internally
generated intangible assets, excluding capitalized development costs, are not
capitalized and expenditures are recognized in profit or loss in the year in which the
related expenditures are incurred.

The useful lives of intangible assets are assessed to be either finite or indefinite.
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Intangible assets with finite lives are amortized over the useful life and assessed for
impairment whenever there is an indication that the intangible assets may be
impaired. The amortization period and the amortization method used for an
intangible asset with a finite useful life are reviewed at least at each reporting date.
Changes in the expected useful life or the expected pattern of consumption of future
economic benefits embodied in the asset are accounted for by changing the
amortization period or method, as appropriate, and are treated as changes in
accounting estimate. The amortization expense on intangible assets with finite lives
is recognized in profit or foss consistent with the function of the intangible asset.

Amortization of computer software and licenses is computed using the straight-line
method over the estimated useful lives of ten years.

Gains or losses arising from the disposal of an intangible asset are measured as the
difference between the net disposal proceeds and the carrying amount of the asset,
and are recognized in profit or loss, when the asset is derecognized.

Impairment
Financial Assefs

The Company measures loss allowances at an amount equal to lifetime expected
credit loss (ECL), except for the following, which are measured as 12-month ECL:

» cash in bank that is defermined to have low credit risk at the reporting date; and

» due from related parties for which credit risk (i.e. the risk of default occurring over
the expected life of the financial instrument) has not increased significantly since
initial recognition.

Loss allowances for trade receivables and contracts assets are always measured at
an amount equal to lifetime ECL.

When determining whether credit risk of a financial asset has Increased significantly
since initial recognition and when estimating ECL, the Company considers
reasonable and supportable information that is relevant and available without undue
cost or effort. This includes both quantitative and qualitative information and analysis,
based on the Company's historical experience and informed credit assessment and
including forward-looking information.

Lifetime ECLs are the ECLs that result from all possible default events over the
expected life of a financial instrument while 12-month ECLs are the portion of ECLs
that result from default events that are possible default within the 12 months after the
reporting date (or a shorter period if the expected life of the instrument is less than
12 months). Default is defined as financial assets for which contractual payments are
more than 60 days past due. However, the Company may also consider a financial
asset to be in default when internal or external information indicates that the
Company is unlikely to receive the outstanding contractual amounts in full before
taking into accounts any credit enhancements held by the Company. A financial
asset is written off when there is no reasonable expectation of recovering the
contractual cash flows. The maximum period over which the Company exposed to
credit risk.

ECLs are probability-weighted estimate of credit losses. Credit losses are measured
as the present value of all cash shortfalis {i.e. the difference between the cash flows
due to the entity in accordance with the contract and the cash flows that the
Company expects to receive). ECLs are discounted at the effective interest rate of
the financial asset.
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At each reporting date, the Company assesses whether the financial assets carried
at amortized cost are credit-impaired. A financial asset is ‘credit-impaired’ when one
or more events that have a detrimental impact on the estimated future cash flows of
the financial assets have occurred.

Evidence that a financial asset is credit-impaired includes the following observable
data:

«  significant financial difficulty of the borrower or issuer;

* a breach of contract such as a default or being more than 60 days past due;

= the restructuring of a loan or advance by the Company on terms that the
Company would not consider otherwise;

* it is probable that the borrower will enter bankruptcy or other financial
reorganization; or

» the disappearance of an active market for a security because of financial
difficulties.

The carrying amount of the asset is reduced through the use of an allowance
account. Interest income continues te be accrued on the reduced carrying amount
hased on the original effective interest rate of the asset. The financial asset, together
with the associated allowance accounts, is written-off when there is no realistic
prospect of future recovery and all collateral, if any, has been realized or has been
transferred to the Company. Impairment loss is recognized in profit or loss.

If, in a subsequent period, the amount of the impairment Joss decreases and the
decrease can be related objectively to an event occurring after the impairment was
recognized, the previously recognized impairment [oss is reversed. Any subseguent
reversal is recognized in profit or loss to the extent that the carrying amount of the
asset does not exceed its amortized cost at the reversal date had no impairment loss
been recognized.

Non-financial Assets

The carrying amounts of the Company’s non-financial assets, such as investments in
associates, bottles and cases, property, plant and equipment and other noncurrent
assets, are reviewed at each reporting date to determine whether there is any
indication that an asset may be impaired, or whether there is any indication that an
impairment loss previously recognized for an asset in prior periods may no [onger
exist or may have decreased. If any such indication exists and when the carrying
amount of an asset exceeds its estimated recoverable amount, the asset or
cash-generating unit (CGU) to which the asset belongs is written-down to its
recoverable amount. Recoverable amounts are estimated for individual asseis or
investments or, if it is not possible, for the CGU to which the asset belongs.

The recoverable amount of a non-financial asset is the greater of the asset's fair
value less costs of disposal and its value in use. Fair value less costs of disposal 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, less the
costs of disposal. Value in use is the present value of the future cash flows expected
to be delivered from an asset or CGU. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks
specific to the asset. For an asset that does not generate cash flows largely
independent of those from other assets, the recoverable amount is determined for
the CGU to which the asset belongs.
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An impairment loss is recognized only if the carrying amount of an asset exceeds its
recoverable amount. An impairment loss is recognized in profit or loss in the year in
which it arises. A previously recognized impairment loss is reversed only if there has
been a change in estimates used to determine the recoverable amount of an assef,
however, not to an amount higher than the carrying amount that would have been
determined (net of any accumulated depreciation and amortization for property, plant
and equipment and bottles and cases) had no impairment loss been recognized for
the asset in prior years. A reversal of an impairment loss is recognized in profit or
loss. After such reversal, the depreciation and amortization expense is adjusted in
future years to allocate the asset’s revised carrying amount, less any residual value,
on a systematic basis over its remaining life.

Provisions

A provision is & liability of uncertain timing or amount. It is recognized when the
Company has a present obligation (legal or constructive) as a result of a past event;
it is prcbable that an outflow of resources embodying economic benefits will be
required to settle the obligation; and a reliable estimate can be made of the amount
of the obligation.

Provisions are revisited at each reporting date and adjusted to reflect the current
best estimate. If the effect of the time value of money is material, provisions are
determined by discounting the expected future cash flows at a pre-fax rate that
reflects the current market assessment of the time value of money, and, where
appropriate, the risks specific to the liability. Where discounting is used, the increase
in the provision due to the passage of fime is recognized as interest expense under
“Finance and other income {expenses)” account in statements of profit or loss and
other comprehensive income (loss) (see Note 28).

Share Capital

Capital stock is recognized as issued when the stock is paid for or subscribed under
a binding subscription agreement and is measured at par value. Incremental costs
directly attributable to the issue of common shares are recognized as a deduction
from equity, net of any tax effects.

The amount of contribution in excess of par value is accounted for as “Additional
paid-in capital.” Additional paid-in capital also arises from additional capital
contributions from the shareholders.

Retained Earinas and Dividend Distribution
Retained eamings represent the cumulative balance of periodic profit (loss), dividend

distributions, prior period adjustments and effects of changes in accounting policy and
capital adjustments.

Dividends on common shares are recognized as a liability and deducted from equity
when approved by the BOD of the Company. Dividends for the year that are
approved after the reporting date are dealt with as a non-adjusting event after the
reporting date.

Other Comprehensive Income
Other comprehensive income are items of income and expenses that are not
recognized in profit or loss for the year in accordance with PFRSs.
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Revenue Recognition

Sale of Goods

Revenue is recognized as or when performance obligations are satisfied by
transferring control of goods to the customer. Control is transferred at the time of
delivery of the products to the customers, and under normal credit terms. Revenue is
recognized to the extent that it is highly probable that a significant reversal will not
occur. Therefore, sale of goods is measured at transaction price or the amount to
which the Company expects to be enfitled in exchange for transferring goods to
customer, net of expected discounts, allowances, and certain payments to customers
including but not limited to listing/slotting fees and display allowances for which no
distinct goods or service is received.

Other Income
Other income is recognized in profit or loss when earned.

Cost and Expense Recognition

Expenses are decreases in economic benefits during the accounting period in the
form of ouiflows or decrease of assets or incurrence of liabilities that result in
decreases in equity, other than those relating to distributions to equity participants.
Expenses are generally recognized when the expenses are incurred.

Cost of Goods Sold
Cost of goods sold includes direct material costs, labor and manufacturing expenses.
This is recognized when the goods are delivered or when the expenses are incurred.

Selling, Distribution and Marketing Expenses

Selling, distribution and marketing expenses consist of costs associated with the
development and execution of marketing promotion activities and all expenses
connected with selling, servicing and distributing the Company's products. Selling,
distribution and marketing expenses are generally recognized when the service is
rendered or the expense is incurred.

General and Administrative Expenses

Expenses incurred in the general administration of the day-to-day operation of the
Company are generally recognized when the service is rendered or the expense is
incurred.

Employee Benefits

Short-term Employee Benefils

Short-term employee benefits are expensed as the related service is provided.
A liability is recognized for the amount expected to be paid if the Company has a
present legal or constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estimated reliably.

Defined Benefit Plan
The Company has a funded, noncontributory, final salary defined benefit plan
covering substantially all of its employees.

The Comipany's net obligation in respect of the defined benefit plan is calculated by
estimating the amount of the future benefit that employees have earned in the
current and prior periods, discounting that amount and deducting the fair value of
plan assets. The Company presents the amount of expected contribution fo the plan
assets In the next fiscal year as a current liability, while the remaining amount of the
net defined benefit liability is presented as noncurrent.
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The caiculation of the DBO is performed on a periodic basis by a qualified actuary
using the projected unit credit method. When the calculation results in a potential
asset for the Company, the recognized asset is limited to the present value of
economic benefits available in the form of any future refunds from the plan or
reductions in future contributions to the plan.

Remeasurements of the net defined benefit liability, which comprise actuarial gains
and losses, the return on plan assets (excluding interest) and the effect of the asset
celling (if any, exciuding interest), are recognized immediately in other
comprehensive income. The Company determines the net interest expense on the
net defined henefit liability for the period by applying the discount rate used to
measure the DBO at the beginning of the annual period o the opening net defined
benefit ltability, taking into account any changes in the net defined benefit liability
during the period as a result of contributions and benefit payments. Net interest
expense and other expenses related to defined benefit plans are recognized in profit
or loss.

When the benefits of a plan are changed or when a plan is curtailed, the resulting
change in benefit that relates to past service or the gain or loss on curtailment is
recognized immediately in profit or loss. The Company recognizes gains and losses
on the settlement of a defined benefit plan when the settiement occurs,

The Company’s plan assets that are held by entities (trustees) that are legally separate
and independent from the Company and exist solely to pay or fund the defined benefit
plan, are not available to the Company’s own creditors (even in bankruptey), and
cannot be returned to the Company, unless the remaining assets of the fund are
sufficient to meet all the DBO of the plan or the Company.

Discontinued Cperations

A discontinued operation is a component of the Company’s business, the operations
and cash flows can be clearly distinguished from the rest of the Company's
operations which:

= represent a separate major line of business or gecgraphic area of operations

* i part of a single-coordinated plant fo dispose of a separate major line of
business or geographic area of operations; or

= s a subsidiary acquired exclusively with a view fo resale.

Classlification as a discontinued operation occurs at the earlier of the disposal or
when the operation meets the criteria to be classified as held-for-sale.

When an operation is classified as a discontinued operation, the comparative
statement of profit or loss and OCi is re-presented if the operation as if the operation
had been discontinued from the start of the comparative year.,

Finance Income and Finance Expense

Finance income comprises interest income on bank deposit, net foreign currency
gains on asset and liabilities and dividend income, Interest income is recognized in
profit or loss as it accrues, using the effective interest method and is presented net of
final tax. Dividend income, if any, is recognized in profit or loss on the date that the
Company's right to receive payment is established.

Finance expense comprises interest expense on borrowings and net foreign
currency loss on financial assets and liabilities. All finance expense are recognized
in profit or loss as they accrue.
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Leases

Company as a Lessee

The Company assessed whether a contract is, or contains, a lease, at inception of a
contract. The Company recognized a right-of-use asset and a corresponding
lease liability with respect to all lease agreements in which it is the lessee, except for
shori-term leases (defined as leases with a lease term of 12 months or less) and
leases of low value assets. For these leases, the Company recognized the Jease
payments as an operating expense on a straight-line basis over the term of the lease
unless another systematic basis is more representative of the time pattern in which
economic benefits from the leased asset are consumed. The Company recognized
depreciation of right-of-use asset and interest cn lease liabilities in the statement of
profit or loss and separates the total amount of cash paid into a principal portion and
interest in the statement of cash flows.

Right-of-Use Asset
Measurement of right-of-use asset at commencement of the lease includes:

Lease liability

Initial direct costs

Advance lease payments

Obligations to refurbish leased assets less lease incentives received

Right-of-use assets are tested for impairment In accordance with PAS 38,
Impairments.

The EUL of the right-of-use assets are the shorter of the lease term and the useful
life of the underlying assets

Leass Liability

Measurement of lease liability at commencement of the lease is the present value of
the total of the lease payments as described in the contract (including payments
connected to the reasonably certain exercise of extension or termination options),
discounted at the interest rate implicit in the lease contract (if readily determinable) or
the lessee’s incremental borrowing rate.

Lease payments that depend upon a rate or index are measured at commencement
based on the rate or index in effect at that time, and are remeasured if or when the
payments linked to the index or rates.

Variable lease payments that do not depend upon an index or rate
(e.g. a percentage of sales or based on usage) are not included in the initial
measurement of the right-of-use asset.

The lease liability determined at initial measurement should not exceed the fair value
of the underlying asset. An excess of the lease liability value cver the fair value of the
underlying asset is an indicator that the discount rate being used is too low and must
be reassessed.

The difference between the future value (undiscounted) of the total of lease

payments and the lease liability represents the financial cost which is to be spread
over the period of the lease in form of an annuity calculation.
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The Company recognized the following in the statement of profit or loss:

* Depreciation calculated on the value of the assef;

* Interest expense which is part of the annuity calculation; and

= any amount of variable lease payments excluding amount that depend upon an
index or rate.

Short-term Leases and Lease of Low-vaiue Assets

The Company has elected not to recognize right-of-use assets and lease liabilities of
low-value assets and short-term leases. The Company recognizes the lease
payments associated with these leases as an expense on a straight-line basis over
the [ease term.

Operaling Leases

Leases where the lessor retains substantially all the risks and benefits of ownership
of the asset are classified as operating leases. Rental income and expense from
operating leases are recognized in profit or loss on a straight-line basis over the term
of the lease.

Finance lLeases ,

Finance leases, which transfer to the Company substantially all the risks and benefits
incidental to ownership of the leased item, are capitalized at the lower of fair value of
the leased property and the present value of the minimum lease payments at the
inception of the lease. Lease payments are apportioned between the finance cost
and reduction of the outstanding lease liability so as to achieve a constant rate of
interest on the remaining balance of the liability. Finance cost is recognized in profit
or loss.

Capitalized leased assets are depreciated over the shorter of the EUL of the assets
and the respective lease terms, uniess it is with reasonable certainty that the
Company will obtain ownership by the end of the lease term, in which case the asset
is depreciated over its EUL.

Barrowing Costs
Interest and other finance costs incurred on borrowings used to finance property

development are capitalized if they are directly attributable to the acquisition or
construction of a qualifying asset The capitalization of bomowing costs:
(a) commences when the activities to prepare the assets are in progress and
expenditures and borrowing costs are being incurred; (b) is suspended during
extended periods in which acfive development, improvement and construction of the
assets are interrupted; and (c) ceases when substantially all the activities necessary
to prepare the assets are completed. These costs are amortized using the straight-
line method over the EUL of the related property, plant and equipment to which it is
capitalized. Borrowing costs that are not directly attributable to the acquisition,
construction or production of a qualifying asset are recognized in profit or loss using
the effective interest method. Other borrowing costs are generally expensed in the
period in which these are incurred.

Foreign Currency Transactions )

Transactions in foreign currencies are recorded in Philippine peso based on the
prevailing exchange rates at the dates of the transactions. Foreign currency
denominated monetary assets and liabilities are translated in Philippine peso using
the exchange rates prevailing at the reporting date. Exchange gains or losses arising
from translation of foreign currency denominated items at rates different from those
at which they were previously recorded are recognized in profit or loss.
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Nonmonetary items in foreign currencies that are measured in terms of historical cost
are translated using the exchange rate at the date of transaction.

Foreign currency gains and losses are reported on a net basis as sither finance
income or finance cost depending on whether foreign currency movements are In a
net gain or net loss position.

Taxes

Income tax expense comprises current and deferred tax. Income tax expense is
recognized in profit or loss, except to the extent that it relates to items recognized
directly in equity or in other comprehensive income, in which case it is recognized in
equity or in other comprehensive income, respectively.

Current Tax

Current tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the tax authority. The tax rates and
tax laws used to compute the amount are those that are enacted or substantively
enacted by the end of the reporting period.

Deferred Tax

Deferred tax assets and liabilities are recognized in respect of temporary differences
between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes and the carryforward tax
benefits of unused net operating loss carryover (NOLCO), if any, and unused tax
credits from excess minimum corporate income tax (MCIT) over the regular
corporate income tax. Deferred tax is not recognized for temporary differences on
the initial recognition of assets or liabilities in a transaction that is not a business
combination and that affects neither accounting nor taxable profit or loss; temporary
differences related to investments in subsidiaries and jointly controlled entities to the
extent that it is probable that they will not reverse in the foreseeable future; and
taxable temporary differences arising on the initial recognition of goodwill.

Deferred tax assets are recognized for carryforward tax benefits of unused NOLCO,
unused fax credits from excess MCIT and deductible temporary differences to the
extent that it is probable that future taxable profits will be available against which
they can be used. Future taxable profits are determined based on the reversal of
relevant taxable temporary differences. If the amount of taxable temporary
differences Is insufficient to recognize a deferred tax asset in full, then fufure taxable
profits, adjusted for reversals of existing temporary differences, are considered,
based on the business plans of the Company. Deferred tax assets are reviewed at
each reporting date and are reduced to the extent that it is no longer probable that
the related tax benefit will be realized. Unrecognized deferred tax assets are
reassessed at each reporting date and are recognized to the extent that it has
hecome probable that future taxable income will allow the deferred tax assets fo be
recognized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to
apply to the year when the asset is realized or the liability is settled, based on tax
rates that have been enacted or substantively enacted by the end of the reporting
period.
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In determining the amount of current and deferred tax, the Company takes into
account the impact of uncertain tax positions and whether additional taxes and
interest may be due. The Company believes that its accruals for tax liabilitics are
adequate for all open years based on its assessment of many factors, including
interpretation of tax laws and prior experience. This assessment relies on estimates
and assumptions and may involve a series of judgments about future events. New
information may become available that causes the Company to change its Judgment
regarding the adequacy of existing tax liabilities; such changes to tax liabilities will
impact tax expense in the period that such determination is made.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to
offset current tax liabilities and assets, and they relate to income taxes levied by the
same tax authority on the same taxable entity.

Value-added Tax (VAT)
Revenue, expenses and assets are recognized net of the amount of VAT except:

» where the VAT Incurred on purchase of assets or services are not recoverable
from the taxation authority, in which case, the VAT is recognized as part of the
cost of acquisition of the asset or as part of the expense item as applicable; and

* receivables and payables that are stated with the amount of VAT included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is
included as part of "Prepaid expenses and other current assets” or "Accounts
payable and accrued expenses” accounts in the statements of financial position.

Earnings Per Share (EPS)

Basic EPS is computed by dividing the profit applicable to common stock by the
weighted average number of common shares outstanding during the period, with
refroactive adjustments for any stock dividends declared.

Diluted EPS is calculated by dividing the profit attributable to common equity holders
by the weighted average number of common shares outstanding during the year,
adjusted for the effects of any potentiaily dilutive common shares.

Contingencies
Contingent liabilities are not recognized in the financial statements. These are

disclosed in the notes to the financial statements unless the possibility of an outflow
of resources embodying economic benefits is remote. Contingent assets are not
recegnized in the financial statements but are disclosed in the notes to the financial
statements when an inflow of economic benefits is probable. When the realization of
income is virtually certain, the related asset is not a contingent asset and its
recognition is appropriate,

When losses are expected to be reimbursed by another party, the reimbursement
should be recognized when and only when, it is virtually certain that the
reimbursement will be received. The reimbursement shall be treated as a separate
asset. The expense relating to a provision is presented net of the amount recognized
for the reimbursement.
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Segment Reporting

An operating segment is a component of the Company that engages in business
activities from which it may earn revenues and incur expenses, including revenues
and expenses that relate to transactions with any of the Company’s other
components. All operating segments’ operating results are reviewed regularly by the
Company's Chief Executive Officer to make decisions about the resources to be
allocated to the segment and to assess its performance, and for which discrete
financial information is available.

Events After the Reporting Date
Post year-end events that provide additional information about the Company's

financial position at the reporting date (adjusting events) are reflected in the financial
statements. Post year-end events that are not adjusting events are disciosed in the
notes to the financial statements when material.

Amendments to Standards Issued but Not Yet Adopted

A number of amendments to standards are effective for annual periods beginning
after January 1, 2020. However, the Company has not applied the following new or
amended standards In preparing these financial statements. Unless otherwise
stated, none of these are expected to have a significant impact on the Company's
financial statements.

The Company will adopt the following new standards and amendments to standards
that are relevant to the Company in the respective effective dates:

Effective June 1, 2020

= COVID-19-Related Rent Concessions (Amendment to PFRS 16 Leases). The
amendments Introduce an optional practical expedient that simplifies how a
lessee accounts for rent concessions that are a direct consequence of
COVID-19. A lessee that applies the practical expedient is not required to assess
whether eligible rent concessions are lease modifications, and accounts for
them in accordance with other applicable guidance. The practical expedient

applyif:

» the revised censideration is substantially the same or less than the original
consideration;

» the reduction in lease payments relates to payments due on or before
June 30, 2021; and

* no other substantive changes have been made to the terms of the lease.

Lessees applying the practical expedient are required to disclose that fact,
whether they have applied the practical expedient to all eligible rent concessions
and, if not, the nature of the contracts to which they have applied the practical
expedient; and the amount recognized in profit or loss for the reporiing period
arising from application of the practical expedient. No practical expedient is
provided for lessors

The amendment is effective for annual reporting periods beginning on or after
June 1, 2020, Earlier application is permitted. A lessee applies the amendments
retrospectively, recognizing the cumulative effect of the amendments as an
adjustment to the opening balance of retained eamings or other component of
equity, as appropriate.
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Effective January 1, 2021

Interest Rate Benchmark Reform - Phase 2 (Amendments to PFRS 9 Financial
Instruments, PAS 39 Financial Instruments: Recognition and Measurement,
PFRS 7 Financial Instruments: Disclosures, PFRS 4 Insurance Contracts and
PFRS 16 Leases). To ensure that financial statements best reflect the sconomic
effects of interest rate benchmark reforms, the Phase 2 amendments were issued
and focus on the accounting once 2 new benchmark rate is in place. The reliefs
allow companies not to recognize significant medification gains or losses on
financial instruments and mitigate the risk of discontinuations of existing hedging
relationships because of changes required by reforms. The amendments
address issues that might affect financial reporting during the reform in the
following key areas:

» Practical Expedient for Particutar Changes fo Contractual Cash Flows. As a
practical expedient, a company will account for a change in the basis for
determining the contractual cash flows that is required by the reform by
updating the effective interest rate of the financial instrument. If there are
other changes to the basis for determining the contractual cash flows, then a
company first applies the practical expadient to the changes required by the
reform and then applies other applicable requirements of PFRS 9 to other
changes. A similar practical expedient applies to insurers applying PAS 39
and lessees for lease modifications required by a reform.

» Relief from Specific Hedge Accounting Requirements. The amendments
enable and require companies to continue hedge accounting in
circumstances when changes to hedged items and hedging instruments
arise as a result of changes required by the reform. A company is required to
amend the formal designation of hedging relationships to reflect the changes
required by the reform. Reliefs are also provided for amounts accumulated in
the cash flow hedge reserve, the separately identifiable requirement, groups
of items designated as hedged items and retrospective effectiveness
assessment under PAS 39.

» Disclosure Requirements. To enable users of financial statements to
understand the effect of reforms on a company's financial instruments and
risk management strategy, additional disclosures are required on how
transition to alternative benchmark rates are being managed, quantitative
information about financial instruments indexed to rates yet to transition due
to benchmark reform at the end of the reporting period, and the extent to
which changes to the risk management strategy have occurred due to the
risks identified in the transition.

The amendments are effective for annual reporting periods beginning on or after
January 1, 2021. Earlier application is permitted. The amendments
retrospectively, but restatement of comparative information is not required.
Reinstatement of a discontinued hedging relationship is required if the hedging
relationship was discontinued solely because of changes required by the reform,
and that discontinued hedging relationship meets all qualifying criteria for hedge
accounting at the date of initial application.

The amendments are still subject to the approval by the FRSC.
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Effeclive January 1, 2022

Property, Plant and Equipment - Proceeds before Intended Use (Amendments fo
PAS 16 Property, Plant and Equipment). The amendments prohibit an entity from
deducting from the cost of an item of property, plant and equipment the proceeds
from selling items produced before that asset is available for use. The proceeds
before intended use should be recognized in profit or ioss, together with the
costs of producing those items which are identified and measured in accordance
with PAS 2 Inventories.

The amendments also clarify that testing whether an item of property, plant and
equipment is functioning properly means assessing its technical and physical
performance rather than assessing its financial performance.

For the sale of items that are not part of a company’s ordinary activities, the
amendments require the company to disclose separately the sales proceeds and
related production cost recognized in profit or loss and specify the line items in
which such proceeds and costs are included in the statement of comprehensive
income.” This disclosure is not required if such proceeds and cost are presented
separately in the statement of comprehensive income.

The amendments are effective for annual reporting periocds beginning on or after
January 1, 2022. Earlier application is permitted. The amendments apply
retrospectively, but only to items of property, plant and equipment made
available for use on or after the beginning of the earliest period presented in the
financizl statements in which the company first applies the amendments.

Onerous Coniracts - Cost of Fulfiling a Contract (Amendment o PAS 37
Provisions, Confingent Liabilities and Contingent Assefs). The amendments
clarify that the cost of fulfilling a contract when assessing whether a contract is
onerous includes all costs that relate directly to a contract - i.e. it comprise both
incremental costs and an allocation of other direct costs.

The amendments are effective for annual reporting periods beginning on or after
January 1, 2022 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 component of equity, as approprlate The comparatives are not
restated. Earlier application is permitted.

Annual Improvemenis fo PFRS Standards 2018-2020. This cycle of
improvements contains amendments to four standards:

s Subsidiary as a First-fime Adopter (Amendmenf to PFRS 1 First-time
Adoption of Philippine Financial Reporting Slandards}. The amendment
simplifies the application of PFRS 1 for a subsidiary that becomes a first-time
adopter of PFRS later than its parent. The subsidiary may elect to measure
cumulative translation differences for all foreign operations at amounts
included in the consolidated financial statements of the parent, based on the
parent's date of transition to PFRS.
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Fees in the 10 per cent' Test for Derecognition of Financial Liabilities
(Amendment to PFRS 8 Financial instruments). The amendment clarifies that
for the purpose of performing the '10 per cent' test for derecognition of
financial liabilities, the fees paid net of fees received inciuded in the
discounted cash flows include only fees paid or received between the
borrower and the lender, including fees paid or received by either the
borrower or lender on the other's behaif.

Lease Incentives (Amendment fo [lustrative Examples accompanying
PFRS 16 Leases). The amendment deletes from the lllustrative Example 13
the reimbursement relating to leasehold improvements to remove the
potential for confusion because the example had not explained clearly
enough the conclusion as to whether the reimbursement would mest the
definition of a lease incentive in PFRS 16,

Taxation in Fair Value Measurements (Amendment to PAS 41 Agriculture).
The amendment removes the requirement to exclude cash flows for taxation
when measuring fair value, thereby aligning the fair value measurement
requirements in PAS 41 with those in PFRS 13 Fair Valug Measurement.

The amendments are effective for annual reporting periods beginning on or after
January 1, 2022. Earlier application is permitted

Effective January 1, 2023

Classification of Liabilities as Current or Non~current (Amendments to PAS 1
Preseniation of Financial Statements). To promote censistency in application and
clarify the requirements on determining whether a liability is current or
non-current, the amendments:

removed the requirement for a right to defer settlement of a fiability for at
least twelve months after the reporting period to be unconditional and instead
requires that the right must have substance and exist at the end of the
reporting period;

clarified that a right to defer seftlement exists only if the company complies
with conditions specified in the loan agreement at the end of the reporting
period, even if the lender does not test compliance until a later date; and

clarified that settlement of a liability includes transferring a company's own
equity instruments to the counterparty, but conversion options that are
classified as equity do not affect classification of the liahility as current or
nhon-current.

The amendments apply retrospectively for annual reperting periods beginning on
or after January 1, 2023. Earlier application is permitted.

4. Cash

Cash consists of

Note 2020 2019

Cash in banks 27 P408,985 P379,379
Cash on hand : 428,616 332,516
P837,501 P711,895
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Cash in banks earns annual interest at the respective bank deposit rates.

Interest income earned from cash in banks amounted to P2.3 million, P1.5 million,
and P0.9 million in 2020, 2019 and 2018, respectively.

The Company's exposures to credit risk and Interest rate risk are disclosed in
Note 27 to the financial statements.

5. Recelvables

Receivables consist of:

Note 2020 2019

Trade receivables - third parties 27 P1,346,188 P2,138,970
Others 24, 27 893,066 934,303
' 2,239,244 3,073,273

Less allowance for impairment losses
and others 275,299 249,430

27 P1,963,945 P2,823,843

Trade receivables are all current, noninterest-bearing and are generally on a 15 fo
60 days’ term. Other receivables consist mainly of receivables from employees,
freight and marketing related reimbursements (see Note 24), which are normally
collected in cash.

Impairment

The Company maintains an allowance for impairment losses at a level considered

adequate to provide for ECL. The Company performs regular review of the age and

status of these accounts, designed to identify accounts with expected credit losses

and provides these with the appropriate allowance for impairment losses. The review

is accomplished using lifeime ECL, with the impairment losses being determined for .
each risk grouping identified by the Company. The amount and timing of recorded

expenses for any period would differ if the Company made different judgments. An

increase in the allowance for impairment losses would increase the recorded

operating expenses and decrease current asset,

The movements in the allowance for impairment losses on receivables are as

follows:
2020 2019
Nota Trade Others Total Trade Others Total

Balance at

beginning of year P158,270 P81,160 P249,430¢ P150,392 P71,541 P221,833
Impainment losses

racagnlzed during

the year 18 51,011 {7,570) 43,441 27,158 24,408 51,566
Wilte-offs during i

the year (11,473) {6,099) {17,672) {19,280} {4,789) (24,068)
Balance at end of

year P197,808 P77,491 P275298 P158,270 P91,160  P249,430

Impairment losses recognized during the period are included as part of “Selling and
distribution expenses” account in the statements of profit or loss and other
comprehensive income (loss).

The Company’s exposure to credit risk related to receivables is disclosed in Note 27
to the financial statements.
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8.

Inventories

Inventories consist of:
2020 2019
Raw and packaging materials P2,853,527 P2,363,006
Finished goods 920,612 1,213,208
Spare parts and supplies 422,664 334,840
Work in process 12,620 4,452

P4,209,423 P3,915,506

Raw and packaging materials, finished goods, and work in process included in “Cost
of goods sold” account in the statements of profit and loss and other comprehensive
income (loss) amounted to P10.6 billion in 2020, P13.9 billion in 2019 and
P14.1 billion in 2018 (see Note 17).

In determining the NRV of inventories, the Company considers inventory
obsolescence based on specific identification and as determined by management for
inventories estimated to be unsaleable in the future. The Company adjusts the cost
of inventories to NRV at a level considered adequate to reflect any market decline in
the value of the recorded inventories. The Company reviews, on a continuous basis,
the product movement, changes in consumer demands and introduction of new
products to identify inventories which are to be written-down to NRV. The amount
and timing of recorded expense for any period would differ if different judgments
were made or different estimates were utilized. The Increase in inventory
obsolescence and market decline would increase the recorded cost of goods sold
and decrease current assets.

The cost of inventories stated at NRV are as follows:

2020 2019
Raw and packaging materials P3,135,342 P2,607,051
Finished goods 1,035,827 1,282,868
Spare parts and supplies 453,445 304,747

P4,624,614  P4,194,666

Net write-down of inventories to NRV amounted to P136.1 million, P44.4 million and
P38.0 million for the years ended December 31, 2020, 2019 and 2018, respectively.
The write-down of inventories to NRV which Is directly relaied to production is
included as part of “Cost of goods sold” account, otherwise it is recagnized as part of
“Operating expenses” account in the statements of profit and loss and other
comprehensive income {loss).
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7.

[nvestments in Associates

Investments in associates consist of investments in other companies, which are
incorporated under Philippine Laws, as follows:

Percentage (%) of

Ownership Amount
2020 2019 2020 2019
Acquisition cost:
Nadeco Realty Corporation
(NRC) 40% 40% P231,490 P231,490
Nadeco Holdings Corporation
{NHC) 40% 40% 132 132

231,622 231,622

Accumulated equity in net

earnings:
Balance at beginning of year 403,762 381,034
Equity in net earnings for the
year 17,824 22,728
Balance at end of year 421,586 403,762

P653,208 PB635,384

The financial statements of the associates are prepared for the same reporting
period as the Company's financial statements. The financial statements used for the
purpose of applying equity method are the most recent management accounts of the
associates as at December 31, 2020 and 2018.

None of the Company’s equity-accounted associates are publicly listed entities and
consequently, do not have published price quotations.

As at December 31, 2020 and 2019, the undistributed earnings of the associates
included in the Company's retained earnings amounting to P421.6 million and
P403.8 million respectively, is not available for distribution to stockholders unless
declared by the associates. Equity in net earnings from investments in associates
amounted to P17.8 million, P22.7 million and P16.6 million for the years ended
December 31, 2020, 2019 and 2018, respectively.

Summarized below is the financial information pertaining to the Company's
associates:

As at and For the Year Ended Dacember 31, 2020

Profit/Total

Current  Noncurrent Current  Noncurrent Comprahensive

Assets Assets Liabllities ‘Liabllities Revenues Income

NRC P3,785 P1,275,075 F786,831 P138,201 P31,775 P15,534

NHC (consolidated) 4,389 1,275,075 796,424 138,201 3,778 12,426
As at and For the Year Ended Dacamber 31, 2018

Prafit/Total

Noncurrent Current Noncurrent Comprehansive

Current Assets Assels Liabllities Liabllities Revenues Income

NRG P3,058 P1,275,075 P522,286 P137,408 P31,662 P15,854

NHC (consolidated) 2140 1,275,075 517,988 137,406 31,652 16,020

The associates do not have contingent liabilities incurred jointly with other investors.
Also, the Company is not severally liable for all or part of the liabilities of the
associates.
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8. Bottles and Cases

Bottles and cases consist of:

Note 2020 2019

Deposit values of returnable bottles and :

cases on hand and in frade - net of

allowance for unusable containers of

P15.4 million and P1.9 miilion

December 31, 2020 and 2019,

respectively. P421,923 P727,733
Excess of cost over deposit values of

returnable bottles and cases - net of

accumulated amortization*
Gross Carrying Amount”
Balance at beginning of year 13,060,560 11,452,946
Additions 1,273,406 1,607,614
Balance at end of year 14,333,966 13,060,560
Accumulated Amortization”
Balance at beginning of year 9,145,789 7,765,925
Amortization for the year 17, 18 1,376,471 1,398,304
Other movements 4,783 {18,440)
Balance at end of year 10,527,043 9,145,789
Carrying Amount at end of year 3,806,923 3,914,771
Bottles and cases in-transit 84,423 27,251

P4,313,269 P4,669,755

*This includes pallets with net book value of P284.1 million and P281.3 million as at December 31, 2020 and

2019, respectively.

Amortization
Amottization was charged to:

Note 2020 2019 2018

Cost of goods sold 17 1,130,045 P1,283,508 P1,291,021
Selling and distribution 18 246,426 114,796 51,981
P1,376,471 P1,398,304 P1,343,002

The Company annually reviews the EUL of returnable bottles and cases based on
the period over which the assets are expected to be available for use, principally
determined by their historical breakage and trippage. It Is possible that future
financial performance could be materially affected by changes in these estimates
brought about by changes in the factors menticned. A reduction in the EUL of bottles
and cases would increase the recorded amortization expense and decrease

noncuirent assets.
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Purchase Commitments

The Cempany has outstanding purchase commitments for the botfles and cases
amounting to P320.5 million and P470.1 million as at December 31, 2020 and 2019,
respectively.

impairment

The Company provides an allowance for unusable containers at circulation that failed
to meet the Company's quality standards and excess botlles as determined by
management based on the containers profile and optimal float analyses conducted.

The movements in the allowance for unusable containers are as follows:

Note 2020 2019
Balance at beginning of year {P1,895) P6,558
Impairment (reversal of impairment)
losses during the year 18 5,653 (2,727)
Reversal of write-off (write-off) during
the year 11,832 (5,726)
Balance at end of year P15,490 (P1,895)

The Company assesses at each reporting date whether there is an indication that the
bottles and cases may be impaired. Determining the amount of the assets, which
requires the determination of future cash flows expected to be generated from the
continued use and ultimate disposition of such assets, requires the Company to
make estimates and assumptions that can materially affect the financial statements.
Future events could cause the Company to conclude that these assets are impaired.
Any resulting impairment loss could have material impact on the financial position
and financial performance of the Company. The preparation of the estimated future
cash flows involves estimations and assumptions. While the Company believes that
its assumptions are appropriate and reasonable, significant changes in these
assumptions may materially affect the Company’s assessment of the recoverable
amounts and may lead to future additional impairment charges. An increase in the
allowance for unusable containers would increase the recorded operating expenses
and decrease noncurrent assets.

Allowance for impairment losses for bottles and cases relates to excess bottles, as

well as those that failed to meet the prescribed quality standards prescribed, such as
chipped, faded logos and broken bettles and cases.
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9. Property, Plant and Equipment

The movements in this account are as follows:

Machinery Bulldings and

and Other Leasehold Furniture Construction

Equipment Improvements  and Fixtures In-Progress Total
Gross Carrying Amount
December 31, 2018 P18,224,873 3,868,258 60,349 P1,248,868 P23,400,447
Additlons 160,868 - 244 706,559 867,771
Disposals/write-ofis/adjusiments {256,751) {24,653) {209) - (281,613}
Assat hald for sale {398,374) - - B {388,374)
Transfersfraciasslfications 253,483 146,887 (5,613} {356,281) 38,556
December 31, 2018 17,064,178 3,890,593 54,771 1,597,244 23,626,767
Additions 109,462 260,382 4,862 743,659 1,118,265
Disposalsiwrite-offs/adjustments {5,158} - - - (5,159)
Transfersfreclassifications 432,035 351,482 4,563 {788,081} -
December 31, 2020 18,520,517 4,602,458 64,186 1,582,722 24,739,883
Accumulated Depreclation and

Amortization

December 31, 2018 10,491,310 1,050,839 39,078 - 11,581,227
Depraciation and amortization 1,083,471 126,276 3,403 - 1,213,240
Disposalstwrite-offs/adjustments (56,751) (24,653) {134) - (281,638)
Assst held for sala (73,728} - - - (73,726)
Transfers/reclasslfications - 27,022 {1.876) - 25,146
Dsacember 31, 2018 11,244,304 1,179,484 40,561 - 12,464,349
Depreclation and amertization 881,102 228,383 6,030 - 1,096,615
Disposalstwrite-offs/adjustments {5,169} - - - {5,1589)
Transfersfreclassifications 1% (15) - - -
Dacember 31, 2020 12,100,262 1,407,852 46,591 - 13,554,705
Carrying Amount
December 31, 2019 PE,739,875 P2,811,10¢ P14,210 P1,597,244 P11,162,438
December 31, 2020 P6,420,258 P3,194,606 P17,585 P1,562,722 P11,185,178

Depreciation and Amortization
Depreciation and amortization were charged to:

Note 2020 2019 2018

Cost of goods sold 17 P846,613 857,051 P838,787

Selling and distribution 18 223,876 204,886 396,286
General and

administrative 19 26,126 61,303 54,196

P1,085,515 P1,213,240 P1,289,269

The Company annually reviews the EUL of property, plant and equipment based on
the period over which the assets are expected to be available for use and updates
those expectations if actual results differ from previous estimates due to physical
wear and tear and technical or commercial obsolescence, It is possible that future
financial performance could be materially affected by changes in these estimates
brought about by changes in the factors mentioned. A reduction in the EUL of
property, plant and equipment would increase the recorded depreciation and
amortization expenses and decrease noncurrent assets.

The Company has ongoing corporate expansion projects or programs approved by
the BOD. As a result of this expansion program, the Company spent for property,
plant and equipment, intangible assets, as well as bottles and cases (see Note 8),
amounting to P2.2 billion, P2.7 bilion and P2.0 billion for the years ended
December 31, 2020, 2019 and 2018, respectively.
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Borrowing Cost
In 2020 and 2019, the Company has not capitalized any borrowing cost.

Impairment

The Company assesses at each reporting date whether there is an indication that its
property, plant and equipment may be impaired. Determining the amount of the
assets, which requires the determination of future cash flows expected to be
generated from the continued use and ultimate disposition of such assets, requires
the Company to make estimates and assumptions that can materially affect the
financlal statements. Future events could cause the Company to conclude that these
assets are impaired. Any resulting impairment loss could have material impact on the
financial position and financial performance of the Company. The preparation of the
estimated future cash flows involves estimations and assumptions. While the
Company believes that its assumptions are appropriate and reasonable, an increase
in impairment losses would decrease profit or loss and.consequently, decrease
equity. No impairment indicators exists on the Company's property, plant and
equipment as at December 31, 2020 and 2019.

Disposal

Gain on disposal of property and equipment amounted to P0.6 million, P8.4 millicn in
2020 and 2019 while loss on disposal of property and equipment amounted to P14.6
million in 2018 respectively.

10. Intanglble Assets

Intangible assets pertain to software and licenses that were acquired by the
Company in 2018 which Is net yet available for use as at December 31, 2018. The
movement in this account consists of the following:

2020 2019
Cost
Balance at beginning of year P264,053 P -
Additions the year 42,129 264,053
Balance at end of year 306,182 264,053
Accumulated Amortization
Balance at beginning of year - -
Amortization during the ysar 35,084 -
Balance at end of year 35,084 -
Net Carrying Amount P271,098 P264,053
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11. Accotnts Payable and Accrued Expenses

Accounts payable and accrued expenses consist of:

Note 2020 2019

Trade payables 23 P4,527,673 P5,217,307
Non-trade payables 1,505,987 740,898
Accrued confract services 657,571 678,813
Accrued advertising and marketing 534,159 710,249
Current portion of lease liability 28 338,676 338,676
Accrued personnel cost 14 221,460 326,130
Accrued utilities 88,703 75,490
Accrued rent 67,469 76474
Accrued financing charges 13,895 32,149
Qther accrued expenses 156,093 537,428
P8,111,686 P8,733,614

The Company's trade payables mostly pertain to raw material purchases made by
the Company and includes refundable customer deposits.

Accrued contract services pertain tc accrued freight charges, folling fees and other
services,

Non-trade payables mainly consist of withholding taxes, payables to other
government agencies and other items that are individually immaterial or insignificant.

Accrued personnel cost includes current portion of defined benefit liability, salaries
and other employee benefits.

The Company's other accrued expenses consist of various accruals for operating
expenses that are individually immaterial.

The Company's exposure to liquidity risk related to accounts payable and accrued
expenses is disclosed in Note 27 to the financial statements.

12. Short-term and Long-term Debt

a. Short-term Debt
As at December 31, 2020, this account represents unsecured, inferest-bearing
short-term loans from local banks, with various maturity dates up to
February 16, 2021 These short-term loans were acquired to finance the
Company's working capital requirements. Interest rates on the said loans ranged
from 2.25% to 3.75% in 2020 and 3.25% to 3.90% in 2019.

Total proceeds from these short-term loans amounted to P16.15 billion and
P11.10 bilion in 2020 and 2019, respectively, while total payments totaled to
P17.05 billion and P10.85 billion in 2020 and 2019, respectively. As at
December 31, 2020 and 2019, the balance of short-term debt amounted to
P350.00 million and P1.25 hillion, respectively.
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b. Long-term Debt
This account consists of:

2020 2019
Two (2) 7 year P500 million term loan from
Metropolitan Bank & Trust & Co. (MBTC) P - P100,000
Two (2) 7 year P1 billion term loan each
from Bank of the Philippine Islands (BPI) 50,000 450,000
7 year P800 million term loan from BPI 800,000 800,000
5 year P500 million term loan from Shinhan
Bank 375,000 500,000
Three (3) 5 year P2.5 billion term loan from
MBTC 1,875,000 2,500,000
5 year P1 billion term loan from BPI 1,000,000 1,000,000
3 year P500 million term loan from [ndustrial
Bank of Korea (IBK) 62,500 312,500
3 year P2 billion term loan from BDO 2,000,000 -
_13 months P1 billion term loan from KEB HANA 1,000,000 -
P7,162,500 P5,662,500
Current P1,267,157 P1,494,541
Noncurrent 5,895,343 4,142,877
P7,162,500 P5,637,418

Term Loan from MBTC

In March 2013, the Company entered into a loan agreement with MBTC
amounting to P1 billion, to partially finance the Company’s capital expenditure for
its CSD and NCB business. The loan is unsecured and with a term of seven
(7) years, payable in twenty (20) successive quarterly principal repayments to
commence at the end of the 9th quarter from the initial drawdown date and with a
fixed interest rate based on PDST-F at drawdown date plus certain spread.
PDST-F rate is the average of the best sixty percent (60%) of the live bids of
participating fixing banks in the secondary market for the 5-year Philippine
peso-denominated Treasury bills and bonds.

In March 2018, the Company entered into a P2.5 billion loan agreement with
MBTC to refinance its short-term debt and partially finance its capital
expenditures. The loan is unsecured and a term five (5) years payable in twelve
(12) successive quarterly principal repayments to commence at the end of the
9th quarter from the drawdown date.

Under the terms of the long-term loan agreement with MBTC, the Company may,
at its option, prepay the loan in full or in part without penalty, together with
interest due. Prepayment shall be applied against the scheduled instaliment
payments in the inverse order of their maturity. The Company shall give a notice
of such prepayment not less than thirty (30) days prior to such proposed date of
prepayment.

The loan agreement also provides for certain covenants, the more significant of
which are as follows:

*  Debt-to-equity ratio shall not exceed 2:1 based on the financial statements;

= Current ratio of at least 0.40:1 based on the financial statements; or

= The Company shall not declare or pay any cash dividends or redeem or
repurchase any outstanding share or make any capital or asset distribution to
its stockholders without prior written consent of the lender.
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Term Loan from BPI

On October 18, 2013 and March 31, 2014, the Company entered into a loan
agreement with BPI to refinance the Company's short-term debt totaling to
P2 billion. The loans are unsecured and with a term of seven (7) years, payable
in twenty (20) successive quarterly principal repayments to commence at the end
of the 8th quarter from the initial drawdown date and with a fixed interest rate
which shall be determined using the base rate plus a certain spread per annum
on the drawdown date.

On December 28, 2018, the Company entered into a P800 million loan
agreement with BP| to refinance or partially refinance its short-term bank loans.
The loan is unsecured and with a term of seven (7) years, payable in twenty (20)
equal quarterly principal repayments to commence at the end of the Sth quarter
from the drawdown date.

On December 27, 2019, the company entered into a loan agreement with BPI to
refinance the Company's short-term bank loans. The loan is unsecured and a
term five (5) years payable in twelve (12) equal quarterly instaliments to
commence at the end of the 9% quarter of the borrowing date.

Under the terms of the long-term loan agreement with BPI, the Company may, at
its option, prepay the loan in full or in part without penaity, together with interest
due. Prepayment shall be applied against the scheduled installment payments in
the inverse order of their maturity. The Company shall give a notice of such
prepayment not less than thirty (30) days prior to such proposed date of
prepayment.

The loan agreement also provides for certain covenants, the more significant of
which are as follows:

Debt-to-equity ratio shall not exceed 2:1 based on the financial statements;
Current ratio of at least 0.40:1 based on the financial statements;

Debt service coverage ratio of 1.1 based on the financial statements; or

The Company shall not declare or pay any cash dividends or redeem or
repurchase any outstanding share or make any capital or asset distribution to
its stockholders without prior written consent of the lender.

Term Loan from Shinhan Bank

On March 23, 2018, the Company entered into a loan agreement with Shinhan
Bank amounting to P500 million, to be used by the Company exclusively to
refinance its short-term loans. The loan is unsecured and with a term of five
(5) years, payable in twelve (12) successive quarterly principal repayments to
commence at the end of the Sth quarter from the drawdown date and with a fixed
interest rate.

Term Loan from 1BK

On March 16, 2018, the Company entered into a loan agreement with IBK
amounting to P500 million, to be used by the Company exclusively for financing
its capital working loan. The Ioan is unsecured and with a term of three (3) years,
payable in ten (10) successive quarterly principal repayments to commence at
the end of the 5th quarter from the drawdown date and with a fixed interest rate.

-33-



Term Loan from BDO

On December 22, 2020, the Company entered into a loan agreement with BDO
amounting to P2 Billion, to be used by the Company to refinance its short-term
loans. The loan is unsecured and with a term of three (3) years, payable upon
maturity from the drawdown date and with interest rates repriceable quarterly in
arrears.

Under the terms of the long-term loan agreement with BDO, the Company may,
at its option, prepay the loan in full or in part without penalty, together with
interest due. Prepayment shall be applied against the scheduled instaliment
payments in the inverse order of their maturity. The Company shall give a notice
of such prepayment not less than thirty (30) days prior to such proposed date of
prepayment.

The loan agreement also provides for certain covenants, the more significant of
which are as follows:

= Debt-to-equity ratio shall not exceed 3:1 based on the financial statements;
« Debt service coverage ratio of 1:1 based on the financial statements;

Term Loan from KEB HANA

On December 23, 2020, the Company entered into a loan agreement with IBK
amounting to P1 Billion, to be used by the Company for financing its working
capital. The loan is unsecured and with a term of thirteen months, payable
upon maturity from the drawdown date and with interest rates repriceable
quarterly in arrears.

As at December 31, 2020 and 2019, the Company is compliant with all of the
financial covenants of its loan agreements.

Interest expense on the above loans recognized in the statements of profit or loss
and other comprehensive income (loss) amounted to P345.2 million, P354.0 million,
and P269.3 million for the years ended December 31, 2020, 2019, and 2018,
respectively. Amortization of debt issuance cost amounted to P27.6 million in 2020,
P10.1 million in 2019 and P6.9 million in 2018.

Information about the Company’s exposures to interest rate risk and liquidity risk are
disclosed in Note 27 to the financial statements.

Repayment Schedule
As of December 31, 2020, the annual maturities of long-term debt are as follows:

Amortization of
Gross Debt Issuance

Year Amount Cost Net
2021 P1,272,500 P15,862 P1,256,638
2022 2,493,333 13,604 2,479,729
2023 2,743,333 7,273 2,736,060
2024 493,334 934 492,399
2025 160,000 186 159,814

P7,162,500 P37,859 P7,124,640
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Recongitiation of Opening and Closing Balances of Total Bank Debt

Accrued
Bank Debt Interest Total
Balance, December 31, 2019 P6,907,418 P32,149 P6,939,567
Proceeds - short term 16,150,000 - 16,150,000
Proceeds - long term 3,000,000 - 3,000,000
Interest expense 27,582 316,535 344,117
Payment of:
Principal - short term (17,050,000} - (17,050,000)
Principal - long term {1,500,000) - (1,500,000)
Interest - (334,789} {334,789)
Debt issuance cost (22,500} - {22,500)
Balance, December 31, 2020 P7,512,500 P13,895 P7,5626,395
13. Income Taxes
The components of the income tax expense are as follows:
2020 2019 2018
Current tax expense P101,185 P188,943 P133,256
Deferred tax expense (benefit) from
origination and reversal of
temporary differences and others (323,330) (71,021) (196,254)
{P222,145) P117,922 (P62,998)

The details of the net deferred tax assets and liabilities are as follows:

Recognized Balance at December 31, 2020

Balanceat  Rescognized In Other Deaferrad
Decamber 31, inProfit Comprehensive Defervad Tax
2020 2019 orlogs Income Net Tax Assefs Liablflles
Nel defined benefit liability P255,61 P6,234 P55,681 P317,448 P317,446 P -
Allowance for impakment losses on bollles
and cases, (nvendories and others 222772 18,111 240,883 240,883 -
Botlles and cases (743,650} {124,487) {878,017) {878,017}
Property, plant and equigment - nat (182,777} 52,061 {140,726) (140,726}
NOLCO . 280,216 - 280,216 280,218 -
MCIT " 181,185 - 101,185 101,185 -
Texx assets ((Iabliilies) before set off (458,024) 323,330 55,601 (73,013) 939,730 (1,018,743}
Set off of taxes i - - - - {804,600) 804,600
Nbl tax assets (Fablities) (P488,024) P323,330 P55,881 {P78,013) P135,130 {P214,143)
Racognizad Balance at December 31, 2019
Balancs af Impaet of Recognized in Other Dsferrad
Desamber 31, Adoption in Profit Comprehensive L Deferred Tax
2018 2018 PFRS 18 ar Loss Income Net  TaxAssets Liablities
Nel defined benefi lizbillly P207,608 P - (P13,422) P61,848 . P255,531 P256,531 P -
Allowanes for impakment .
lkossas an botlles and N
cases, inveniories and
others 197,126 {9,610} 35,256 - 222,772 302,837 {80,065)
Botlles and cases (757,022) - 13472 - {743,550} - (743,550)
Propecty, plant and
aquipment - net (238,101) - 45,324 - {192,777} (192,777}
MCIT 9609 - (5,608) - - -
Tex assets {liabiities)
bafors sat off (580,783) {8,610} 71,029 61,348 {458,024) 558,368 (1,016,392}
Set off of taxas - - - - - {456,014) 456014
Net tax assels (liabllilles) (P580,783) {P9,610) pP71,021 P&1,348  {P45B,024) P102,354 {P6B0,378)

Deferred tax expense relating to remeasurements of net defined benefit liability
recognized in other comprehensive income amounted to P55.6 million, P61.3 million,
and P32.4 million in 2020, 2019 and 2018, respectively.
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In 2020, the Company has incurred NOLCO and MCIT amounting to P834 million
and P101 million, respectively in which the Company would be able to recover untii
2023 and 2025 respectively.

The Company reviews the carrying amounts of deferred tax assets at each reporting
date and reduces the deferred tax assets to the extent that it is no longer probable
that sufficient taxable profit will be available to allow all or part of the deferred tax
assets to be utilized. The Company also reviews the expected timing and tax rates
upon reversal of temporary differences and adjusts the impact of deferred tax
accordingly. The Company’s assessment on the recognition of deferred tax assets is
based on the forecasted taxable income of the subsequent reporting periods. This
forecast is based on the Company’s past results and future expectations on
revenues and expenses.

The Company has no unrecognized deferred tax assets as at December 31, 2020
and 2019.

The reconciliation of the income tax expense computed at the statutory income tax
rate to the income tax expense shown in the statements of profit or loss and other
comprehensive income {Joss) is as follows:

2020 2019 2018
Profit (loss) before tax (P721,309) P416,648 (P262,538)
Tax rate at 30% (P216,393) P124,994 (P78,761)
Addition to (reductions in) :
income tax resuiting from the
tax effects of:
Nondeductible expenses and
others 285 178 21,196
Equity in net earnings of
associates (5,347) (6,818) (4,974)
Interest income subjected to
final tax (690) {432) (459)
(P222,145) P117,822 (P62,998)

Income tax expense (benefit) is distributed in the statement of profit or loss as
follows:

Note 2020 2019 2018

Continuing operations (P222,302) P208,238 (P29,837)
Discontinued

operations 26 157 {90,316) (33,161)

{P222,145) P117,922 (P62,998)

On March 26, 2021, the President of the Philippines has approved the Corporate
Recovery and Tax Incentives for Enterprises or the CREATE Act. Below are the
salient features of the Act that are relevant fo the Company:

a. Corporate income tax rate is reduced from 30% to 20% for domestic corporations
with net taxable income not exceeding P5million and with total assets not
exceeding P100 million. All other domestic corporations and resident foreign
corporations will be subject to 256% income tax. Said reductions are effective
July 1, 2020.

b. Income tax rate for nonresident foreign corporation is reduced from 30% to 25%,
effective January 1, 2021.
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Minimum corporate income tax (MCIT) rate is reduced from 2% to 1% effective
July 1, 2020 to June 30, 2023.

The imposition of improperly accumulated earnings tax has been repealed.
Definition of reorganization for purposes of applying the tax free exchange
provision under Section 40(C}(2) is expanded. Prior BIR ruling or confirmation
shall not be required for purposes of availing the tax exemption of the exchange.

On 08 April 2021, the Bureau of Internal Revenue issued the following implementing
revenue regulations that are effective immediately upon publication:

BIR RR No. 2-2021, Amending Certain Provisions of Revenue Regulations No.
2-98, As Amended, to Implement the Amendments Introduced by Republic Act
No. 11534, or the “Corporate Recovery and Tax Incentives for Enterprises Act”
{(CREATE), to the National Revenue Code of 1987, as Amended, Relative to the
Final Tax on Certain Passive Income

BIR RR No. 3-2021, Rules and Regulations Implementing Section 3 of Republic
Act (RA). No. 11534, Otherwise Known as the "Corporate Recovery and Tax
Incentives for Enterprises Act” or "CREATE", Amending Section 20 of the
National Internal Revenue Code of 1997, As Amended

BIR RR No. 4-2021, Implementing the Provisions on Value-Added Tax (VAT)
and Percentage Tax Under Republic Act (RA) Ne. 11534, Otherwise Known as
the “Corporate Recovery and Tax Incentives for Enterprises Act” (CREATE)
Which Further Amended the National Revenue Code of 1997, as Amended, as
Implemented by Revenue Regulations (RR) No. 16-2005 (Consolidated Value-
Added Tax Regulations of 2005), As Amended

BIR RR No. 5-2021, Implementing the New Income Tax Rates on the Regular
Income of Corporations, on Certain Passive Incomes, Including Additional
Allowable Deductions from Gross Income of Persons Engaged in Business or
Practice of Profession Pursuant to Republic Act (RA) No. 11534 or the
“Corporate Recovery and Tax Incentives for Enterprises Act’ (CREATE), Which
Further Amended the National Revenue Code (NIRC) of 1997

The enactment of the CREATE Law is a non-adjusting subsequent event thus, the
current and deferred income taxes as of 31 December 2020 are measured using the
applicable income tax rates as of 31 December 2020.

The corporate income tax of the Company will be lowered from 30% to 25% for large
corporations, on which the Company would qualify, effective 01 July 2020.

Presented below is the impact of the changes in tax rates on current and deferred
tax assets and liabilittes assuming the reduced rates had been used.

Amotunts
As at Effect of Bassd on the
December 31, Changes in Reduced
2020 Tax Rates Tax Rates
Statement of Comprehensive
Income
Current tax expense P101,185 (P18,485) P82,700
Deferred tax benefit (323,330) (68,513) (391,843}
Net loss for the year (499,051) 86,098 (412,053}
Statement of Financial Position
Prepaid expenses and other
current assets 582,826 18,485 601,411
Deferred tax asset 135,130 (43,824) 91,306
Deferred tax liability {214,143) 47,021 (166,222)
Remeasurement losses on net
defined benefit liability (468,146) (64,7€6) (532,912)
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14. Defined Benefit Plan

The Company has a funded, noncontributory, final salary defined benefit plan
covering substantially all of its regular and full time employees. The Company has a
Retirement Committee, which is composed mainly of the Company’s employees, that
sets the policies for the plan and has appointed two Philippine banks as trustees fo
manage the retirement fund pursuant to the plan. Annual cost is determined by a
qualified actuary using the projected unit credit method. The latest actuarial valuaticn
was made on December 31, 2020.

Under the existing regulatory framework, Republic Act 7641, "The Retirement Pay
Law,” a company is required fo provide retirement pay to qualified private sector
employees in the absence of any retirement plan in the entity, provided, however,
that the employee’s retirement benefits under collective bargaining and other
agreement shall not be less than those provided for under the law. The law does not
require minimum funding of the plan.

The determination of the Company’s net defined benefit liability and retirement cost
is dependent on the selection of certain assumptions used by the actuary in
calculating such amounts. Remeasurements of the net defined benefit liability are
recognized in other comprehensive income and comprise actuarial gains and losses
on the net defined benefit liability, return on plan assets and any change in the effect
of asset ceiling, excluding amounts included in the net interest on the net defined
benefit liability.

The following table shows reconciliation from the opening balances to the closing
balances for net defined benefit liability and its components:

Falr Vatue of Net Deflned Benefit
D8C Plan Assets Liabillty
2020 2019 2020 2019 2020 2019
Balance at January 1 P977,202 P795,058 {P114,660) (P103,040) Pg§62,542 P892,018
In¢cluded In profit or logs
Current service cost 85,879 84,585 - - 85,879 84,585
Interast axpense 48,164 81,970 - - 43,164 61,970
Interest ncome - - {8,862) (10,802} {3,862) (10,802)
134,043 125,555 {8,862) {10,802} 125,184 115,753
Remeasurements loss (gain):
Agtuarial loss (gain):
- financial agssumptions 169,984 214,108 - - 168,984 214,103
- demographic
assumptions - (11,472} - - - {11,472)
- experience adjustment 20,872 3.217) - - 20,872 (3,217)
Return on plan assets
axcluding Interest incoma - - {5,252) 5078 {5,252) 5078
190,858 199,414 (8,252) 5,078 185,604 204,492
Othera
Contributions pald - - (72,000) {89,000) (72,000) {99,000
Benefits paid diractly by
the Company {32,400) (80,721} - - {32,400) (60,721)
Benefits paid {72, 862) {83,104) 72,962 93,104 - -
{105,362) (143,825) 982 {5,898) {104,400) (148,721)

Balance at December 31 P1,198,739 P977,202 {P127,812) (P114,880) P1,068,927 P862,542

The current portion of defined benefit Eability (included under “Accounts payable and
accrued expenses” account in the statements of financial position) amounted to
P35.0 million as at December 31, 2020 and 2019, respectively, while the noncurrent
portion (included under *Other noncurrent liabilities” account in the statements of
financial position) amounted to P969.9 million and P763.5 million as at December 31,
2020 and 2019, respectively.
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Retirement cost is allocated between “Cost of goods sold” account in the statements
of profit or loss and other comprehensive income (loss), which amounted to
PB8.6 million, PB.1 million and P7.8 million for the years ended December 31, 2020,
201€ and 2018, respectively, and “Cperating expenses” account in the statements of
profit or loss and other comprehensive income (loss), which amounted to
P116.6 million P107.6 million and P116.0 million for the years ended December 31,
2020, 2019 and 2018, respectively (see Notes 17, 18, 19 and 21).

As at December 31, 2020 and 2019, the present value of DBO amounting to
P1,196.7 million and P977.2 million, respectively, pertains to active members.

Principal actuarial assumptions used in determining retirement cost at reporting date
(expressed as weighted averages) are as follows:

2020 2019
Discount rate 3.75% 5.00%
Rate of future salary increase 5.00% 5.00%
Plan assets at December 31 comprised:
2020 2019
Cash and cash eguivalents P8,436 P1,381
Debt securities:

Investment in government securities 109,573 101,355
Investment in debt securities 6,608 8,316
116,181 109,671

Investment in equity securities*
Food and drink 2,865 3,113
Holding Company 330 330
Real estate - 83
3,195 3,526
Others 8,436 82
Total P127,812 P114,860

*Includes investment in NHC amounting to P330 thousand

Debt and equity instruments have guoted prices in active markets. All government
bonds and securities are issued by the Philippine government, which are rated
“BBB+" by Standard and Poor's Financial Services.

Other financial assets held by the Plan are primarily receivables and payables.
Maturity analysis of the benefit payments:

Expected Benefit

During the Year Ending December 31 Payments
2021 P23,871
2022 46,460
2023 54,708
2024 61,936
2025 55,933
2026 through December 31, 2030 452,967
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Sensitivity Analysis

Reasonably possible changes at the reporting date to one of the relevant actuarial
assumptions, holding other assumptions constant, would have affected DBO by the
amounis shown below:

Sensitivity Effect on
2020 Analysis DBO
Discount rate 4.75% 1.00% increase -11.61%
Discount rate 2.75% 1.00% decrease 13.98%
Rate of salary increase 6.00% 1.00% increase 13.65%
Rate of salary increase 4.00% 1.00% decrease -11.59%

Sensitivity Effect on
2019 Analysis DBO
Discount rate 8.00% 1.00% increase -10.78%
Discount rate 4,00% 1.00% decrease 12.88%
Rate of salary increase 6.00% 1.00% increase 12.75%
Rate of salary increase 4.00% 1.00% decrease -10.88%

As at December 31, 2020 and 2019, the weighted-average duration of the DBO is
13.33 years and 12.37 years, respectively.

These defined benefit plans expose the Company to actuaral risks, such as
longevity risk, interest rate risk, and market {(investment) risk.

The Retirement Committee reviews the level of funding required for the retirement
fund. Such a review includes the asset-liability matching (ALM) strategy and
investment risk management policy. The Company’'s ALM objective is to match
maturities of the plan assets to the retirement benefit obligation as they fall due. The
Company monitors how the duration and expected vield of the investments are
matching the expected cash outflows arising from the retirement benefit obligations.

The Company's expected contribution to the plan for the year 2021 is P89 million.
Any future contribution to the plan is determined taking info account the cash flow
and financial .condition as at the date of intended contribution, as well as other
factors as the Company may consider relevant.

The Company's funding policy Is to contribute to the Plan’s fund as required under
actuarial principles to maintain the fund balance in sound condition. In addition, the
Company reserves the right to discontinue, suspend or change the rate and amount
of the contributions to the fund at any fime due to the business necessity or
economic conditions.

15. Share Capital

Capital stock consists of:

Years Ended Decomber 31
2020 2019 2018
Shares Amount Shares Amount Shares Amount
Authorized - P0.18
par value par share 8,000,000,000 P750,000  5,000,000,000 P750,000 5,000,000,000 P750,000

Jasued, fully pald and
outstanding balance at
beginning/end of year 3,693,772,219 P&54,0656 3,683,772,278 P554,086 3,693,772,279 P554,068
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On January 21, 2008, the Company obtained a certificate of permit to offer securities
for sale issued by the SEC consisting of 3,693,772,279 common shares with a
maximum offer price of P3.50 per share,

On February 1, 2008, the Company's initial public offering of 1,142,348,680 shares
at P3.50 per share culminated with the listing and trading of its shares of stock under
the First Board of the PSE, inc. Of the total shares offered, 380,782,893 shares
pertain to the primary offering, which resuited in an increase in capital stock
amounting to P57.0 million and additional paid-in capital of P1.2 billion, net of
P138.0 million transaction cost that is accounted for as a reduction in equity. '

The Company has approximately 205 and 588 holders of common equity securities
as at December 31, 2020 and 20189, respectively, based on the number of accounts
registered with the Stock Transfer Agent. The PCD Nominee Corporation (Filipino)
and {(Non-Filipino) were considered as two holders.

On December 11, 2019, the Company received a Tender Offer Report from Lotte
Chilsung Beverage Co. Ltd. fo acquire up to 2,134,381,838 common shares of the
Company through a tender offer to all shareholders other than Lotte Corporation and
the members of the BOD with respect to their qualifying commen shares and the
officers of the Company.

On June 17, 2020, Lotte Chilsung Beverage Co. Ltd has competed its tender offer
which effectively increase its ownership to the Company by 30.7%

On September 9, 2020, the Company's BOD approved the voluntary delisting of the
Common shares of the Company with the PSE.

Lotte Chilsung Beverage Co. Lid. ("Lotte Chilsung”) filed a Tender Offer Report and
Amended Tender Offer Report with the Securities and Exchange Commission (SEC)
and the PSE on September 15, 2020 and October 13, 2020, respectively, for the
remaining shares owned by the public.

On December 1, 2020 the Company received information from Lotte Chilsung that it
has completed its tender offer and has acquired additional .01% of the shares of the
Company.

On December 18, 2020, the Board of the PSE has approved the Company’s
application of its delistment with the PSE.

Capital Management
The Company's objectives when managing capital are to increase the value of

shareholders’ investment and maintain reasonable growth by applying free cash flow
to selective investments that would further the Company’s product and geographic
diversification. The Company sets strategies with the cobjective of establishing a
versatile and resourceful financial management and capital structure.

The Chief Financial Officer has overall responsibility for the monitoring of capital in
proportion to risk. Profiles for capital ratios are set in the light of changes in the
Company's external environment and the risks underlying the Company’s business
operations and industry.

The Company maintains its use of capital structure using a debi-to-equity ratio which
is gross debt divided by equity. The Company Includes within gross debt all interest-

bearing loans and borrowings, while the Company defines equity as total equity
shown in the statements of financial position.
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There were no changes in the Company's approach to capital management during
the year. The Company is subject to debt covenants relating to its long-term debt
(see Note 12).

The Company’s debt to equity ratio as at reporting dates is as follows:

2020 2019
(a) Debt* P7,612,500 P6,887,418
(b) Total equity P8,513,537 P9,142,510
Debt to equity ratio (a/b) 0.88:1 0.75:1

* Pertains to bank debts

16. Retained Earnings

On May 4, 2017, the Company's BOD approved the declaration of cash dividends
with the record date of May 18, 2017, and a payment date of June 14, 2017,
amounting to P254.9 million or P0.07 per share for the year ended December 31,
2017.

On April 16, 2018, the Company’s BOD approved the declaration of cash dividends
with the record date of April 30, 2018, and a payment date of May 25, 2018,
amounting to P162.5 million or P0.044 per share for the year ended December 31,
2018.

On June 20, 2019, the Company's BCD approved the declaration of cash dividends
amounting to P162.5 million or P0.044 per share to all stockholders on record as of
July 16, 201¢ and was paid on August 9, 2019.

As at December 31, 2020, the Company has retained earnings of P6,826,926
(as adjusted per Revised Securities Regulation Code Rule 68), and share capital of
P1,7561,435. The Company has a dividend policy to declare dividends to
stockholders of recerd, which are paid out of its unrestricted retained earnings. Any
future dividends it pays will be at the discretion of the BOD after taking into account
the following: the Company's earnings; cash flows; financial position; loan covenants;
capital and operating progress (see Noie 9); and other factors as the BOD may
consider relevant. Subject to the foregoing, the policy is to pay up to 50% of the
annual profit as dividends, In addition, the Company must obtain prior written
consent from its lenders before it can declare or pay any cash dividends or redeem
or repurchase any outstanding share or make any capital or asset distribution to its
stockholders (see Note 12). The Company cobtained the consents from its lenders
prior to declaring dividends in 2020, 2019 and 2018.
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17. Cost of Goods Sold

Cost of goods sold consists of:

Note 2020 2019 2018
Materials and supplies :
used, and taxes 6,24 P20,432,589 P21,041,880 P21,810,942
Depreciation and
amortization 8, 9 20 28 1,979,583 2,150,208 2,101,920
Delivery and freight 1,207,340 2,111,284 1,694,766
Personnel expenses 14, 21 578,347 610,970 533,085
Rental and utilities 28 23,672 494,992 624,207
Others 1,215,677 1,060,737 920,093

P25,437,108 P28,370,170 P27,685,013

The “Others” account includes repairs and maintenance, outside services and cther
various items of manufacturing overhead which are individually insignificant.

18. Selling and Distrlbution

Selling and distribution expenses consist of:

Note 2020 2019 2018
Distribution P1,142,154 P1,014,554 P1,030,088
Delivery and freight 1,235,115 1,022,811 817,702
Personnel expenses 14, 21 645,714 861,187 682,715
Depreciation and
amortization 8,9 20 28 537,286 564,712 447,308
Rental and utilities 28 197,107 160,285 184,867
Sales commission 151,840 159,994 171,708
Taxes 139,620 159,696 209,993
Others 58 287,211 342,430 287,923

P4,336,047 P4,085,669 3,242,304

The “Others” account includes impairment losses on receivables and unusable
containers, and various individually insignificant items. ‘

19. General and Administrative

General and administrative expenses consist of:

Note 2020 2019 2018
Personnel expenses 14, 21 P547,405 P679,561 P693,888
Outside services 42,818 220,314 185,097
Rental and utilities 28 81,886 108,992 103,409
Depreciation 9,20 55,867 61,303 54,198
Others 250,147 140,442 135,013

P978,124 P1,210,612 P1,171,703

The "Others” account includes other items that are individually immatenial.
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20. Depreciation and Amortization

Depreciation and amortization are distributed as follows:

Note 2020 2019 2018
Cost of goods sold 17 P1,979,583 P2,177,940 P2,129,808
Selling and distribution 18 537,286 565,480 448,267
General and administrative 79 55,867 61,303 54,196
P2,572,736 P2,804,723 P2,632,271
21. Personnel Expenses
Personnel expenses consist of:
Note 2020 2019 2018
Salaries and wages P1,646,285 P1,859,290 P1,825,028
Retirement cost 14 125,181 115,753 123,879
P1,771,466 P1,975,043 P1,948,907
The abave amounts are distributed as follows:
Note 2020 2019 2018
Cost of goods sold 17 P578,347 P617,195 P541,278
Selling and distribution 18 645,714 671,358 701,071
General and administrative 19 547,405 686,490 708,558
P1,771,466 P1,975,043 P1,948,907
22, Basic/Diluted Earnings Per Share
Basic EPS is computed as follows:
2020 2019 2018
Profit (loss) for the year
attributable to equity holders
of the Company (&) (P499,051) P298,726 (P199,540)

Number of issued shares at
beginning and end of year

3,693,772,279 3,693,772,279 3,603,772,279

Number weighted average
number of shares
outstanding (b)

3,693,772,279 3,693,772,279 3,693,772,279

Basic/diluted EPS (a/b)

(P0.14)

P0.08

(P0.05)

As at December 31, 2020, 2019 and 2018, the Company has no dilutive equity

instruments.
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23. Related Party Transactions

Related party relationship exists when one party has ability o confrol, directly or
indirectly, through one or more intermediaries, the other party or exercise significant
influence over the other party in making the financial and operating decisions. Such
relationship also exists between and/or among entities which are under common
control with the reporting enterprises, or between and/or among the reporting
enterprises and their key management personnel, directors, or its stockholders.

Related party fransactions are shown under the appropriate accounts in the financial
statements as follows:

Receivables
Ambunt of Qutstanding {Accounts
# Bal, of  Payable and
Nature of for the Due from {to} Accrued
Category T th Note  Year Perfod Related Parties {: 8} Terms Conditions
Slockhelder® Purchases 23z 2020 P3.277 P - P .
2019 7.745 - -
2018 B1,500 - -
Assoclates Advances  23b, 23c 2020 - 507,984 - Collectible an  Unsecured;
demand . no impalrment
2012 - 552,980 - Collectible on  Unsecured;
damand ne impaiment
2018 - 567,309 - Collectible on  Unsecured;
demand ne impaiment
Various 23b 2020 15,188 - -
2019 15,185 - -
2018 25,070 - -
Affikates Purchases 248 2020 5,340,168 - {1,449683) 42dayanoen
interest bearing
2019 £,838,209 - {1.719687) 42daysnon
interest bearing
2018 3,593,022 - {1,286,095) 42dayscion
interest bearing
Coopable 24h, 24« 2020 387,752 - 435,089 Unsecured:;
Marketing no impalrment
2019 477,000 - 512,772 Unsecured;
. NG impairment
2018 666,062 - 216,440 Unsacured;
ne Impalrment
Key Management  Shart-lerm 23d 2020 116,888 - -
Personns) employes 2019 130,644 - -
berwmfit 2018 133,630 - -
Past- 234 2020 2,540 . -
employment 2018 2,540 - -
benefits 2018 2736 - -
2020 P507,984 (P1,010,534)
2019 P5352,930 {P1,206,915)
2018 P567,309 {P1,067,655)

*Entity with significant influence over the Company

The above cutstanding halances of due from related parties are unsecured and
expected to be settled in cash. No impairment losses have been recognized in 2020
and 2019 in respect of amounts of due from related parties as these are considered
to be collectible.

The Company has significant related party transactions which are summarized as
foliows:

a. The Company purchased finished goods from Lotte Chilsung Beverage Co., Ltd.
a major stockholder. Total purchases for the years ended December 31, 2020,
2019 and 2018 amounted to P3.28 million, P7.7 milliecn, and P61.5 million,
respectively.
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b. The Company leases parcels of land where some of its bottling plants are
located. Rental expenses recognized under “Cost of goods sold” and "Operating
expenses” accounts in the statements of profit or loss and other comprehensive
income (loss) amounted to P28.9 million for the year ended December 31, 2018.
Amortization expense for the right-of-use asset for the leased parcels of lands
where recognized under “Cost of goods soid” and “Operating expenses”
accounts in the statements of profit or loss and other comprehensive income
{loss) amounted P15.2 million for the years ended December 31, 2020 and 2019.
The Company has advances to NRC amounting to P38.0 million as at
December 31, 2020, which bear interest at a fixed rate of 10% per annum and
which are unsecured and collectible on demand. The related interest income
amounting to P3.8 million each for the years ended December 31, 2020, 2019
and 2018 is recognized as part of “Other income - net” under “Finance and other
income (expenses)" account in the statements of profit or loss and other
comprehensive income (loss). The Company also has outstanding net
receivables from NRC amounting to P464.24 million and P511.2 million as at
December 31, 2020 and 2019, respectively, which are unsecured and collectible
on demand. The advances and receivables are included under "Due from related
parties” account in the statements of financial position.

¢. The Company has oufstanding working capitat advances to NHC, an associate,
amounting to P3.8 miliion as at December 31, 2020, and which are unsecured
and collectible on demand. The advances are included under “Due from related
parties” account in the statements of financial position

d. in addition to their salaries, the Company also provides non-cash benefits {o key
management personne! and contributes to a defined benefit plan on their behalf.
There are no agreements between the Company and any of its directors and key
officers providing for benefits upon termination of empleyment, except for such
benefits for which they may be entitled under the Company’s retirement plan.

Transactions with the Defined Benefit Plan
The Company's retirement fund is being held in trust by trustee banks.

As at December 31, 2020 and 2019, the fair value of the retirement fund amounted
to P127.8 millien and P114.7 million, respectively. The retirement fund consists of
government and debt securifies, equities and other items such as cash and cash
equivalents, receivables and payables, which accounted for 90%, 7%, 2%, and 1%
of plan assets, respecfively in 2020 and 91%, 5%, 3%, and 1% of plan assets,
respectively, in 2012 (see Note 14). The retirement plan has no investments in the
Company or any receivables from the Company.

The Company made contributions to the retirement fund amounting to P72.0 million
and FS9.0 millien in 2020 and 2018, respectively.
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24. Signiflcant Agreements

The Company has exclusive bottling agreement and other transactions which are
summarized below:

a. The Company has Exclusive Bottling Agreements with PepsiCo, Inc. (PepsiCo),
the ultimate parent of Quaker Global Investments B.V., a shareholder, up to year
2029 and Pepsi Lipton International Limited (Pepsi Lipton), a joint venture of
PepsiCo and Unilever N.V., up to year 2029. Under the agresments, the
Company is authorized to bottle, sell and distribute PepsiCo and Pepsi Lipton
beverage products in the Philippines. In addition, PepsiCo and Pepsi Lipton shall
supply the Company with the main raw materials {concentrates) in the production
of these beverage products and share in the funding of certain marketing
programs. The agreements may be renewed by mutual agreement between the
parties. Under the agreements, PepsiCo and Pepsi Lipton have the right to
terminate the contracts under certain conditions, including failure to comply with
terms and conditions of the agreement subject to written notice and rectification
period, change of ownership control of the Company, change of ownership
confrol of an entity which controls the Company, discontinuance of bottling
beverages for 30 consecutive days, occurrence of certain events leading to the
Company's insolvency or bankruptcy, change in management and control of the
business, among others. Purchases made from PepsiCo is made mainly thru
Concentrate Manufacturing (Singapore) PTE Lid. (CMSPL). Total net purchases
from CMSPL amounted to P5.3 billion and P5.8 billion for the years ended
December 31, 2020 and 2019. The Company’s outstanding payable to CMSPL
(included under “Accounts payable and accrued expenses” account in the
statements of financlal position) as at December 31, 2020 and 2018 amcunted to
P1.4 billion and P1.7 billion, respectively. Total purchases from Pepsi Lipton
amounted to P82.5 million, P56.4 million and P201.7 million for the years ended
December 31, 2020, 2019 and 2018, respectively. The Company's outstanding
payable to Pepsi Lipton (included under “Accounts payable and accrued
expenses” account in the statements of financial position) amounted to
nil and P24.7 million as at December 31, 2020 and 2019, respectively.

b. The Company has cooperative advertising and marketing programs with
PepsiCo and Pepsi Lipton thru CMSPL that sets forth the agreed advertising and
marketing acfivities and participation arrangement during the years covered by
the bottling agreements. In certain instances, the Company pays for the said
expenses and claims reimbursements from PepsiCo thru CMSPL. The Company
incurred marketing expenses amounting to P357.8 million, P477.0 million and
P628.3 million for the years ended December 31, 2020, 2019, and 2018,
respectively. The Company's outstanding receivable from CMSPL included
under “Receivables” account in the statements of financial position, which are
unsecured and are payable on demand, amounted to P439.1 million and
P512.8 million as at December 31, 2020 and 2019, respéctively.

¢. The Company entered into an agreement with PepsiCo to meet certain
marketing and investment levels, as required by the bottling agreement with
PepsiCo. The agreement requires the Company to, among others,: (1) spend or
invest a specified amount to maintain sufficient containers, bottles and shells of
the beverage products; (2) maintain certain minimum annua! manufacturing
capacity and sufficient warehouse capacity o meet peak demand for beverage
products; (3) invest in a minimum number of coolers and fountain equipment per
year to support distribution expansion; and (4) expand the Company’s
distribution capabilities in terms of the number of active routes, the number of
new routes and the number of trucks used for distribution support.
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25. Segment Information

As discussed in Note 1 to the financial statements, the Company is engaged in the
manufacture, sales and distribution of CSD, NCB and Snacks. The Company’s main
products under its CSD category Include brands Pepsi-Cola, 7Up, Mountain Dew,
Mirinda, and Mug. The NCB brand category includes Gatorade, Tropicana/Twister,
Lipton, Sting energy drink, Propel fithess water, Milkis, Let's be coffee and Premier and
Aquafina drinking water, while Snacks category includes Cheetos and Lays. The
Company operates under three (3) repcriable operating segments, the CSD, NCB and
Snacks categories. These categories are managed separately because they require
different technology and marketing strategy. Analysis of financial information by
operating segment is as follows (in millions):

Year Ended December 31, 2020

Discontinued

Continuing Operations

(Amounts in Millions) Snacks CSD NCB Total
Net Sales
External sales P3 P26,496 PB,107 P34,603
Sales returns and discounts - 3,128 . 833 3,961
Net Sates 3 P23,368 P7,274 P30,642
Result
Segment result* P3 P3,968 P1,236 P5,205
Unallocated expenses (2) {5,670)
Interest and financing expenses - {386)
Equity in net earnings of

assoclates - 18
Interest income - 8
Other income - net - 106
Income tax benefit (expense) - 222
Profit (loss) P1 {P498)
Other Information*” Company Total
Segment assets P24,29%
Investment in associates 653
Deferred tax assets - net 135
Other noncurrent assets 212
Combined Total Assets P25,299
Segment liabilities P8,059
Loans payable 7,513
Deferred tax liabilities - net 214
Combined Total Liabillties P16,786
Capital expenditures P2,164
Depreciation and amortization of

bottles and cases and

property, plant and equipment 2,667
Noncash items other than

depreciation and amortization 167
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Year Ended December 31, 2019

Discontinued Continuing Operations

(Ameunts in Millions) Snacks CSD NCB Total
Net Sales
External sales P66 P29,858 P10,223 P40,081
Sales returns and discounts 35 3,843 1,253 4,896
Net Sales P31 P26,215 P8,970 P35,185
Result
Segment result* (P76) P5,078 P1,735 P6,813
Unallocated expenses (32) (5,788)
Interest and financing expenses - {(408)
Equity in net eamings of

associates - 23
Interest income - 5
Other expense - net {(193) 72
income tax benefit {expense) 90 {208)
Profit (P211) P509
Other Information** Company Total
Segment assets P25,268
Investment in assoctates €635
Deferred tax assets - net 102
Other noncurrent assets 220
Combined Total Assets P26,225
Segment liabllities P9,635
Loans payable 6,887
Deferred tax liabilities - net 560
Combined Total Liabilities P17,082
Capital expenditures P2,743
Depreciation and amortization of

bottles and cases and

property, plant and equipment 2,805
Noncash items other than

depreciation and amortization 268
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Year Ended December 31, 2018

Discontinued Continulng Operations

{Amounts in Millions) Snacks CsD NCB Total
Net Sales
External sales P262 P28,670 P9,508 P38,176
Sales returns and discounts 62 3,578 1,203 4,781
Net Sales P200 P25,092 P8,303 P33,395
Result
Segment result* P2 4,294 P1,415 P5,709
Unallocated expenses (112) (5,743)
Interest and financing expenses - (275)
Equity in net earnings of

associates - 17
Interest income - 5
Other income - net - 138
Income tax expense 33 29
Profit {Loss) (P77) (P122)
Other Information*™ Total Company
Segment assets P25,240
Investment in associates 613
Deferred tax assets - net 116
QOther noncurrant assets 204
Combined Total Assets P28,173
Segment llabilities P9,886
Loans payable 6,422
Deferred tax liabilities - net 697
Income tax payable 9
Combined Total Liabilities P17,014
Capital expenditures P1,976
Depreclation and amortization

of bottles and cases and

property, plant and equipment 2,632
Noncash items other than

depreciation and amortization 62

The Company derived operations within the Philippines. The Company does not
present geographic information required by PFRS 8, Operating Segments.

Majar Customer

The Company does not have any single external customer from which sales revenue
generated amounted to 10% or more of the net sales.

Determining whether the Company is acting as a principal or as an agent depends
on certain facts and circumstances and requires judgment by management. Features
that, individually or in combination, indicate that the Company is acting as a principal
include:

» the Company has the primary responsibility for providing the goods or rendering
services;

the Company has inventory risk; and

the Company has discreticn in establishing prices.

The Company is acting as an agent when it does not obtain control of the goods or
right to the services. The Company assessed its revenue arrangements and
concluded that it is acting as principal in all arrangements.
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26. Discontinued Operations

In September 2019, the Company's BOD approved the closure of its snacks
production line and to initiate negotiations for the discontinuation of the locally-made
Cheetos with PepsiCo, to focus on and strengthen the Company’'s core business
lines. Consequently, the Company has classified the assets related to the disposal
group as asset held for sale with a net carrying amount of P491.4 millien.

Total write-down to net realizable amount of the dispesal group amounting to
P197 million.

in December 2019, the Company has identified certain assets within the disposal
group that would stil be used for the Company's current operation which was
reclassified as part of "Property, plant & equipment” with a net carrying amount of
P167.0 million.

As at December 31, 2020 and 2018, the carrying amount of the asset held for sale
amounted to P126.4 million.

Results of discontinued operations for 2020, 2019 and 2018 are as follows:

_ 2020 2018 2018
Net Sales P2,888 P31,960 P200,180
Cost and expenses 2,513 140,136 310,751
Results from operating ‘
activities 378 {108,176) (110,571)
Other income (expenses) 148 {192,878) 33
Profit or loss before tax 523 (301,054) (110,538)
income tax benefit (expense) (167) 90,316 33,181
Profit or loss from discontinued
operations P366 (P210,738) (P77,377)
Basic/Diluted loss per share FP0.00 (P0.06) (P0.02)

Cashflows from (absorbed by) operating activites amounted to P0.3 million,
P53.4 milfion, and (P36.3 million}, in the years ended December 31, 2020, 2019, and
2018, respectively. Cashflows used in investing activities amounted to P12.0 million
and P163.4 million in the years ended December 31, 2018 and 2017, respectively.
There was no allocated cash flows from investing activities for the period ended,
December 31, 2020.

27. Financial Risk Management and Financial Instruments

Classifying Financial Instruments

The Company exercises judgments in classifying a financial instrument, or its
component parts, on initial recognition as either a financial asset, a financial liability
or an equity instrument in accordance with the substance of the contractual
arrangement and the definition of a financial asset, a financial liability or an equity
instrument. The substance of a financial instrument, rather than its legal form,
governs its classification in the statements of financial position.
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Financial Risk Management

Overview

The Company has exposure to the following risks from its use of financial
instruments:

= Credit Risk
= [iguidity Risk
»  Market Risk

This note presents information about the Company’s exposure to each of the above
risks, the Company's objectives, policies and processes for measuring and
managing risks.

The main purpose of the Company's dealings in financial instruments is to fund its
operations and capital expenditures.

Risk Management Framework

The BOD of the Company has overall responsibility for the establishment and
oversight of the Company's risk management framework. The Company's BOD has
established the Executive Committee (EXCOM), which is responsible for developing
and monitoring the Company's risk management policies. The EXCOM identifies all
issues affecting the operations of the Company and reporis regularly io the
Company's BOD on its acfivities. '

The Company’s risk management policies are established to identify and analyze the
risks faced by the Company, to set appropriate risk limits and controls, -and fo
monitor risks and adherence to limits. Risk management policies and systems are
reviewed regularly to reflect changes in market conditions and the Company’s
activities. The Company, through its training and management standards and
procedures, aims to develop a disciplined and constructive control environment in
which all employees understand their roles and obligations.

The Company has an Audit Committee, which performs oversight over financial
management and internal control, specifically in the areas of managing credit,
liquidity, market and other risks of the Company. The Company's Audit Committee is
assisted in the oversight role by the Internal Audit (IA). The Company's 1A
undertakes both regular and ad hoc reviews of risk management controls and
procedures, the results of which are reported to the Audit Committee.

There were no changes in the Company’s objectives, pelicies and processes for
managing the risk and the methods used to measure the risk from previous year.

Credit Risk

Credit risk represents the risk of loss the Company would incur if credit customers
and counterparties fail to perform their contractual obligations. The Company's credit
risk arises principally from the Company's cash in banks, receivables and due from
related parties.

Expostre fo Credit Risk

The carrying amounts of the financial assets represent the Company’s maximum
credit exposure before effect of any collateral and any master netting agreements.
The maximum exposure to credit risk as at December 31 is as follows:

Note 2020 2019
Cash in banks 4 P408,985 P379,379
Receivables - net 5 1,963,945 2,823,843
Due from related parties 23 507,984 552,890
Total credit exposure P2,880,914 P3,756,212
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The Company has a Plant Credit Committee (PCC) for each of the plant. The PCC
has established a credit policy under which each new customer is analyzed
individually for creditworthiness before standard credit terms and conditions are
granted. The PCC's review Iincludes the requirements of updated credit application
documents, credit verifications through confirmation that there are no credit violations
and that the account is not included in the negative list (list of blacklisted customers},
and analyses of financial performance to ensure credit capacity. Credit limits are
established for each customer, which serve as the maximum open amount at which
they are allowed to purchase on credit, provided that credit terms and conditions are
observed.

The credit limit and status of each customer's account are first checked before
processing a credit transaction. Customers that fail to meet the Company's
conditions in the credit checking process may transact with the Company only on
cash basis.

Most of the Company’s customers have been transacting with the Company for
several years, and losses have occurred from time to time. Customer credit risks are
monitored through annual credit reviews conducted on a per plant basis. Results of
credit reviews are grouped and summarized according to credit characteristics, such
as geographic location, aging profile and credit violations. Historically, credit
violations have been attributable to bounced checks, denied and absconded credit
accounts. Receivables from these customers are considered by the Company to be
impaired.

it is the Company’s policy to enter into transactions with a diversity of creditworthy
parties to mitigate any significant concentration of credit risk.

Collaterals are required from customers for credit limit applications that exceed
certain thresholds. The Company has policies for acceptable collateral securities that
may be presented upon submission of credit applications. Collaterais include bank
guarantees, time deposits, surety bonds, real estate and/or chattel mortgages. The
aggregate fair market value of these collateral securities amounted to P265.5 million

and P225.6 million as at December 31, 2020 and 2019, respectively. Total amount of
receivables that have collateral amounted to P194.8 miilion as at December 31, 2020
and 2018,

To pursue timely realization of collateral in an orderly manner, the Company's policy
discourages the acceptance of chattel and real estate collateral. For chattel and real
estate collaterals, the Company created rules governing the acceptance of such
guarantees. On instances of customer default, the PCC, with the support of the
corporate legal depariment, is responsible for the foreclosure of collaterals in the
form of real and movable personal properties. Series of demand letters are sent to
the defaulting customer to command for payment and to propose for debt repayment
agreements. If the customer fails to cooperate, the case will be endorsed to the legal
department to facilitate the foreclosure of the collateral. The Company generally
does not use non-cash coliateral for its own operations.
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As at December 31, the aging analysis per class of financial assets is as follows:

December 31, 2020

Nelther Past Due but not impaired
Past Due nor 1to 30 311080 More than
Impaired Days Days 60 Days Impalred Total
Cash in banks P40B,985 P - P - P - P - P408,985
Receivables:
Trade 484 923 371,358 162,644 129,456 197,808 1,346,189
Others 524,778 183,521 {78,513) 185,778 77,491 893,055
Due from related
parties 507,934 - - - - 507,384
1,926,670 554,879 84,131 315,234 275,299 3,188,213
Less allowance for )
jmpairment losses - - - - 275,289 275,299
P1,928,670 P554,879 P84,131 P315,234 P - P2,6880,914
December 31, 2019
Nelther Past Due but not Impaired
Past Due nor 1to 30 31tc 60 More than
Impaired Days Days 60 Days Impaired Total _
Cash in banks 379,379 P - P - P - P - P379,379
Receivables: )
Trade 1,230,369 559,641 76,420 114,270 158,270 2,138,970
Others 643,897 57,681 {28,913) 164,478 81,160 834,303
Due from related
parties 552,990 - - - ~ 552 990
2,812,635 617,322 47,507 278,748 249,430 4,005,642
Less allowance for
impairment losses - - - - 249,430 249,430
P2,812,635 P617,322 P47,507 P278,748 P - 3,756,212

As at December 31, 2020 and 2019, there was an allowance for impairment loss of
P275.3 million and P249.4 million, respectively, relating to trade and other
receivables.

The Company believes that the unimpaired amounts that are past due by more than
thirty (30) days are still coliectible, based on historic payment behavior and extensive
analysis of customer credit risk. In addition, the Company believes that the amounis
of financial assets that are neither past due nor impaired are collectible, based on
historic payment behavior and extensive analysis of counterparties credit risk.

The Company’s exposure to credit risk arises from default of the counterparty. There
is no significant concentration of credit risk within the Company.

The credit qualities of financial assets that were neither past due nor impaired are
determined as follows:

» Cash in banks are based on the credit standing or rating of the counterparty.

» Total receivables and due from related parties are based on a combination of
credit standing or rating of the counterparty, historical experience and specific
and collective credit risk assessment.
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High grade cash in banks is deposited in local banks that are considered as top tier
banks in the Philippines in terms of resources and profitability. Receivables and due
from related parties are considered to be high grade quality financial assets, where
the counterparties have a very remote likelihood of default and have consistently
exhibited good paying habits. High grade quality financial assets are those assessed
as having minimal credit risk, otherwise they are of standard grade quality. Standard
grade guality financial assets are those assessed as having minimal to regular
instances of payment default due to ordinary/common collection issues. These
accounts are typically not impaired as the counterparties generally respond to credit
actions and update their payments accordingly.

ECL Assessment

Trade and Other Receivables

The Company allocates each exposure to a credit risk based on data that is
determined to be predictive of the risk of loss (including but not limited to external
ratings, audited financial statements, management accounts and cash flow
projections and available press information about customers) and applying expected
credit judgment. Credit risk grades are defined using qualitative and quantitative
factors that are indicative of the risk of default.

Exposures within éach credit risk grade are segmented by market or customer type
and an ECL rate is calculated for each segment based on delinquency status and
actual credit loss experience.

The following table provides information about the exposure to credit risk for trade
and other receivables as at December 31, 2020 and 2019:

2020
Gross Impairment
Carrying Loss Credit-
Amount Allowance impaired
Current (not past due) P1,009,701 P - No
1 - 30 days past due 554,879 - No
31 - 60 days past due 84,131 - No
More than 60 days past due 590,533 275,299 Yes
Balance at December 31, 2020 P2,238,244 P275,299
2018 _
Gross Impairment
Carrying Loss Credit-
Amount Allowance impaired
Current (not past due) P1,880,266 P - No
1 - 30 days past due 617,322 - No
31 - 60 days past due 47 507 - No
More than 60 days past due 528,178 249,430 Yes
Balance at December 31, 2019 P3,073,273 P249,430

Loss rates are based on actual credit loss experience over three years considering
circumstances at the reporting date. Any adjustment to the loss rates for forecasts of
future economic conditions are not expected to be material. The Company applies
the simplified approach in providing for ECL prescribed by PFRS 9, which permits
the use of the lifetime expected loss provision and applies a provision matrix. The
application of the expected loss rates to the receivables of the Company does not
have a material impact on the financial statements.
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The maturity of the Company's trade and other receivables is less than one year,
which implies that the lifetime ECL and the 12-month ECL are similar.

Cash in Banks

The Company held cash in banks amounting to P436.1 million and P379.4 million as
at December 31, 2020 and 2019, respectively. The cash in banks is deposited in
local banks, which is rated as high grade.

Impairment on cash in banks has been measured on a 12-month expected loss basis
and reflects the short maturities of the exposures. The Company considers that its
cash in banks have low credit risk based on the external credit ratings of the
counterparties and any ECL is expected to be immaterial.

Due from Related Parties

The Company has due from related parties amounting to P508.0 million and P553.0
million as at December 31, 2020 and 2019, respectively. Due from related parties
consists of receivables from counterparties that have a very remote likelihood of
default because there is no known significant financial difficulty of the counterparties
and no probability that the counterparties will enter bankrupicy based from the
available financial information,

Impairment on due from related parties has been measured on a 12-month ECL
basis and reflects the short maturities of the exposures. The Company considers that
its due from related parties has low credit risk based on the external credit ratings of
the counterparties and any ECL is expected to be immaterial.

Liguidity Ris

Liquidity risk is the risk that the Company will encounter difficulty in meeting financial
obligations as they fall due. The Company manages liquidity risk by forecasting
projected cash flows and maintaining a balance between continuity of funding and
flexibility in operations. Treasury controls and procedures are in place to ensure that
sufficient cash is maintained to cover daily operational and working capital
requirements, as well as capital expenditures and debt service payments.
Management closely monitors the Company’s future and contingent obligations and
sets up required cash reserves as necessary in accordance with internal
requirements,

In addition, the Company maintains the following credit facilities:

v Total commitment as at December 31, 2020 and 2019 under the line of credit is
P15.2 billion and P16.85 billion, respectively, of which the Company had drawn
P6.9 billien and P6.7 billion, respectlively, under letters of credit, short-term loans
and term loans. All facilities under the omnibus lines and term loans bear
negotiated interest at floating rates consisting of a margin over current Philippine
treasury rates; and

= P1.4 billien and P1.5 billion domestic bills purchased line, which are available as
at December 31, 2020 and 2019, respectively.
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Exposure o Liquidity Risk

The table summarizes the maturity profile of the Company’s financial liabilities based
on contractual undiscounted amount, including estimated interest payments and
excluding the impact of any netting arrangements:

As at December 31, 2020

Carrylng Contractual One Year More than
Amount Cash Flow or Less One Year
Financlal Liahilitles
Short-term debt P350,000 P351,750 P351,750 P -
Accounts payable and accrued
expenses ¥ 7,316,871 7,316,871 7,316,871 -
Long-term debt 7,124,640 7,865,797 1,618,865 6,246,933

P14,791,511 P15,534,418 P9,287 486 P6,246,933

“Excluding statufory payables, accrual for operating leases and defined benefit fiability amounting lo
P772.02 milfion

As at December 31, 2019

~ Carrying Contractual One Year More than
Amount Cash Flow or Less One Year
Financial Liabilities
Short-term debt P1,250,000 P1,258,757 P1,258,757 P -
Accounts payable and accrued
expensas * 8,223,694 8,223,694 8,223,694 -
Long-term debt 5,637418 6,334,117 1,766,522 4,567,595

P15,111,112 P15,816,568 P11,248,973 P4,567,595

*Exciuding statutory payables, accrual for opersiing leeses and defined benefit liability amounting fo
P508.2 millien

It is not expected that the cash flows included in the maturity analysis could occur
significantly earlier, or at significantly different amounts.

Financial Assets Used for Managing Ligquidity Risk

The Company considers expected cash flows from financial assets in assessing and
managing liquidity risk. To manage its liquidity risk, the Company forecasts cash
flows from operations for the next six months which will result in additional available
cash resources and enable the Company to meet its expected cash outfiow
requirements.

Market Risk

Market risk is the risk that changes in market prices, such as commodity prices,
foreign exchange rates, interest rates and other market prices, will affect the
Company's profit or the value of its holdings of financial instruments. The objective of
market risk management is {0 manage and control market risk exposures within
acceptable parameters, while optimizing the return.

The Company is subject to various market risks, including risks from changes in
commodity prices, interest rates and currency exchange rates.

Exposure to Commodity Prices

The risk from commodity price changes relates to the Company’s ability to recover
higher product costs through price increases to customers, which may be limited due
to the competitive pricing environment that exists in the Philippine beverage market
and the willingness of consumers to purchase the same volume of beverages at
higher prices. The Company is exposed to changes in Philippine sugar prices.
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The Company minimizes its exposure to risks in changes in commodity prices by
entering into contracts with suppliers with duration ranging from six menths to one
year; with fixed volume commitment for the contract duration; and with stipulation for
price adjustments depending on market prices. The Company has outstanding
purchase commitment amounting to P8.1 billion and P9.7 billien as at December 31,
2020 and 2019, respectively. Because of these purchase commitments, the
Company considers the exposure to commodity price risk to be insignificant.

Exposure to inferest Rate Risk

The Company's exposure to Interest rates pertains to its cash in banks, short-term
debt, long-term debt and finance lease obligation. As at December 31, 2020, these
financial instruments bear fixed interest rates and accordingly, the Company is not
significantly exposed to interest rate risk. In 2020, the Company has acquired
term-loans from banks totaling to P3.0 billion, whose interest rates are repriced every
-quarter, which is the Company’s exposure to interest rate risk as at December 31,
2020

Sensitivity Analysis :

An increase in the interest rate by 50 basis points would decrease net income and
equity by P10.25 milfion as at December 31, 2020. A 50 basis points decrease in the
interest rates would have had the equal but opposite effect on the net income and
equity, on the basis that all other variables remain constant.

Exposure fo Foreign Currency Risk

The Company is exposed to foreign currency risk on purchases that are
denominated in currencies other than the Philippine peso, mostly in United States
dollar, In respect of monetary assets and liabilities held in currencies other than the
Philippine pesc, the Company ensures that its exposure is kept to an acceptable
level, by buying foreign currencies at spot rates where necessary to address shori-
term imbalances. The Company considered the exposure to foreign currency risk to
be insignificant. Further, the Company does not hold any investment in foreign
securities as at December 31, 2020 and 2019.

Fair Values

As at December 31, 2020 and 2019, the carrying amounts of the financial assets and
liabilities, which include cash, receivables, due from related parties, shori-term debt
and accounts payable and accrued expenses, reasonably approximate fair values
due to the short-term nature of these financial instruments.

The table below shows the carrying amounts and fair values of financial assets and
liabilities, including their level of the fair value hierarchy. The table below does not
include the fair value information for financial assets and liabilities not measured at
fair value if the carrying amounts are the reasonable approximation of their fair
values.

Signlficant
Valuation Unobservable Carrying
2020 Tachnigue Inputs Amount Level 1 Lavel 2 Lavel 3 Total
Typa
Long-tarm debt Discounted Not applicable  P7,124,640 P - P7,267,342 P - P7,267,342
cash fows
2019 Valuation Significant Carrying Level 1 Level 2 Level 3 Total
Technique Unobservable Amount
Inputs
Type
Long-term debt Discounied Not applicable  P5,837,418 P - PS5,568,795 P - P§,568,795

cash flows

There were no transfers between level 1, 2, 3 of the fair value hierarchy.
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28. Commitments, Contingencies and Losses

a. Leases
The Company leases certain warehouses, facilities and automobiles for a period
of one to twenty-five years, renewable for ancther one to twenty-five years. The
Company has determined that all significant risks and rewards of ownership of
these properties remain with the lessors and the lease do not provide for an
option to purchase or transfer ownership of the property at the end of the lease.

The Company recognizes a right-of-use asset and a lease liability at the lease
commencement date. The right-cf-use asset is initially measured at cost, and
subsequently at cost less any accumulated depreciation and impairment losses
and adjusted for certain remeasurements of the lease liability. The right-of-use
asset is initially measured at cost, and subsequently measured at fair value, in
accordance with the Company's accounting policies.

The lease liability is initially measured at the present value of the lease payments
that are not paid at the commencement date, discounted using the interest rate
implicit in the lease or, if that rate cannot be readily determined, the Company's
incremental borrowing rate. Generally, the Company uses its incremental
borrowing rate as the discount rate

The lease liability is subsequently increased by the interest cost on the lease
liability and decreased by lease payment made. It is remeasured when there is a
change in future lease payments arising from a change in an index or rate, a
change in the estimate of the amount expected to be payable under a residual
value guarantee, or as appropriate, changes in the assessment of whether a
purchase or extension option is reasonably certain to be exercised or a
termination option is reasonably certain not to be exercised.

The Company has applied judgement to determine the lease term for some jease
contracts in which it is a lessee that include renewal options. The assessment of
whether the Company is reasonably certain to exercise such options impacts the
lease term, which significantly affects the amount of lease liabilities and right-of-
use assets recognized.

Information about leases for which the Company is a lessee is presented below
in accordance with PFRS 16.

i. Right-of-Use Assets

Right-cf-use assets related to leased properties such as warehouses,
facilities, and vehicles whose lease terms are more than twelve months.

2020 2018
Balance at beginning of year P422,948 P484,468
Additions to right-of-use assets 38,618 131,658
Amortization {160,395) (193,178)
Balance at end of year P301,136 P422 948
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Amoriization
Amortization cf right-of-use assets was charged to:

Note 2019

Cost of goods sold 17 P31,036
Selling and distribution 18 129,359
P160,395

li. Lease Liabilities

2020 2019

Balance at beginning of year P476,021 P522,657
Additions to lease liabilities 38,618 131,657
Interest expense 40,771 53,740
Payments made {216,734) (232,033)
Balance at end of year P338,676 P476,021

Lease liabilities are presented under “accounts payable and accrued expense”
account amounting to P338.7 million.

The following table sets out the maturity analysis of lease payments, showing the
undiscounted lease payments to be paid after the reporting date:

2020 2019 2018

Less than one year P198,542 P349,172 P169,471
Between one and five years 168,061 178,566 394,218
More than five years 45,424 57,891 28,364
' P412,027 P585,629 P592,053

. The Company is currently involved in various tax, legal and administrative

proceedings. The estimate of the probable costs for the resolution of these
claims has been developed in consultation with outside legal counsels handling
the Company’s defense relating to these matters and is based upon an analysis
of potential results. The Company received a Final Demand on Disputed
Assessment from the Bureau of internal Revenue for tax assessments relating to
various taxes covering the taxable year June 30, 2010 and taxable period from
July 1 to December 31, 2010 totaling P1.5 billion. Consequently, the Company
filed a petition for review before the Court of Tax Appeals. As at the reporting
date, these proceedings are still ongoing. The Company does not bhelieve that
these proceedings will have material adverse effect on its financial statements
based on the assessment of the management’s legal counsels. It is possible,
however, that future financial performance could be affected by changes in the
estimates or in the effectiveness of the strategies relating to these proceedings.
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REPORT OF INDEPENDENT AUDITORS

The Stockholders and Board of Directors
Pepsi-Cola Products Philippines, Ine.
Km. 29, National Road

Tunasan, Muntinlupa City

We have audited, in accardance with Philippine Standards en Auditing, the financial statements
of Pepsi Cola Products Philippines, Inc. (the “Company”) as at December 31, 2020 and 2019 and
for each of the three years in the period ended December 31, 2020, included in this Form 17-A,
and have issued our report thereon dated April 15, 2021.

Our audits were made for the purpose of forming an opinion on the basic financial statements of
the Company taken as a whole. The supplementary information included in the following
accompanying additional components is the responsibility of the Company's management. Such
additional components include: Schedule of Reconciliation of Retained Earnings Available for
Dividend Declaration; Map of the Group of Companies Within which the Company Belongs;
Supplementary Schedules of Annex 68-E; and Schedule of Financial Soundness Indicators. This
supplementary information is presented for purposes of complying with the Revised Securities
Regulaticn Code Rule 68, and is not a required part of the basic financial statements. Such
supplementary information has been subjected to the auditing procedures applied in the audits of
the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.
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PEPSI-COLA PRODUCTS PHILIPPINES, INC.
SCHEDULE OF RECONCILATION OF RETAINED EARNINGS AVAILABLE
FOR DIVIDEND DECLARATION
FOR THE YEAR ENDED DECEMBER 31, 2020
(Amounts in Thousands)

Unappropriated Retained Earnings, beginning P7,729,299

Adjustments: .
Less: Equity in income of associates P403,762
Add: Deferred tax expense 602,977

Unappropriated Retained Earnings, as adjusted,
beginning - 7,929,514

Net Income based on the face of AFS (499,051)

Less: Non-actual/unrealized income net of tax
Equity in net income of associates 17,824
Unrealized foreign exchange gain - net
{except those attributable to Cash and Cash
Equivalents)
Unrealized actuarial gain
Deferred tax benefit 261,383
Fair value adjustments (M2M gains)
Fair value adjustments of Investment Property
resulting to gain
Adjustment due to deviation from PFRS/GAAP -
gain )
Other unrealized gains or adjustments to the
retained eamings as a result of certain
transactions accounted for under the PFRS

Sub-total (778,258)
Add: Non-actual losses
Deferred tax expense {323,330)

Depreciation on revaluation increment (after tax)

Adjustment due to deviation from PFRS/GAAP -
loss

Loss on fair value adjustment of investment
property (after tax)

Net Income Actual/Reallzed (1,101,588)
Dividends declared and paid during the year

Unappropriated Retained Earnings, as adjusted,
ending P6,826,926

* The Company must obtain prior written consent from ifs lenders before it can declare or pay any cash dividends or
redeem or repurchase any ouistanding share or meke any capital or asset distribution to ifs stockholders.
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PEPSI-COLA PRODUCTS PHILIPINES, INC.

SCHEDULE OF FINANCIAL SOUNDNESS INDICATORS

Years Ended
December 31
Ratio Formula {Amounts in Thousands) 2020 20189
Current ratio Total current assets over total current liabilities 0.8:1 0.8:1
Total current assets P8,228,207
Divided by: Total current
lizblites 9,728,843
Current ratio 0.3
Solvency ratio Profit plus depreciation and amortization over total 0.1:1 0.2:1
liabilities
Net Profit (P499,417)
Add: Depreciation and
amortization 2,667,499
Total 2,168,082
Divide: Total liabilities 16,785,758
Solvency ratio 0.1
Bank debt-to- Total bank debt over total equity 0.9:1 0.8:1
equity ratio
Short-term debt P350,000
Current portlon of long-term debt 1,267,157
Long-term debt - net of current
portion 5,895,343
Bank debt 7,512,500
Total equity 8,613,637
Bank to debt equity 0.9
Debt-to-equity Total liability over total equity 1.97:1 | 1.9:1
ratio
Total Debt P16,785,756
Total Equity 8,513,637
Debt to equity ratic 1.97
Asset-to-equity | Total assets over fotal equity 3.0:1 291
ratio
Total assets P25,299,293
Total equity 8,513,537
Asset to equity ratio 3.0




Interest rate Profit before interest and taxes over interest -0.9:1 2.0:1
coverage ratio | expense
Profit before tax {P721,719)
Interest expense 385,998
Profit before interest and tax (335,712)
Divided by: Interest expense 385,998
Interest rate coverage ratio -0.9
Operating profit | Operating profit over net sales -1.5% 2.6%
margin
Operating profit (P485,191)
Divided by: Net sales 30,642,108
Operating profit margin -“1.5%
Net profit Profit over net sales 1.6% | 0.8%
margin .
Net profit (P499,417)
Divided by: Net sales 30,842,108
Net profit margin -1.6%
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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(2)(b) THEREUNDER

1. For the quarterly period ended March 31, 2021

2. Commission identification number 0000160988 3. BIR Tax Ideniification No 000-168-541

4. Exact name of issuer as specified in its charter: PEPSI-COLA PRODUCTS PHILIPPINES, INC.

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

6. Industry Classification Code: (SEC Use Only)

7. Address of issuer's principal office and Postal Code:
Km. 29 National Road, Tunasan, Muntinlupa City 1773

8. Issuer's telephone number, including area code: (632) 887-37-74

9. Former name, former address and former fiscal year, if changed since last report: pot
applicable

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

Title of Each Class Number of Sharées of Common Stock
Outstanding and Amount of Debt Qutstanding
Common Shares of Stock

11. Are any or all of the securities listed on a Stock Exchange?
Yes [] No [X]

Stock Exchange: Not applicable
Securities Listed: Not applicable

12. Indicate by check mark whether the registrant:

(@) 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
reporis)

Yes [X] No [ ]
(b) has been subject to such filing requirements for the past ninety (80) days.

Yes [X] No [ ]



Part 1 — Financial Information

Item 1. Financial Statements.

PEPSI-COLA PRODUCTS PHILIPPINES, INC.

CONDENSED INTERIM STATEMENTS OF FINANCIAL POSITION

{Amounts in Thousands)

March 31 Becember 31
2021 2020
Note {Unaudited) (Audited)
ASSETS
Current Assets :
Cash 11 P614,331 P837,501
Receivables - net Q9 11 2,009,387 1,963,945
Inventories — net 4,082,731 4,209,423
Due from related parties 8 11 495,843 507,984
Prepaid expenses and other current assets 665,705 582,926
7,867,997 8,101,779
Assets held for sale 126,428 126,428
Total Current Asseis 7,994,425 8,228,207
Noncurrent Assets ,
Investments in associates 655,950 635,208
Bottles and cases - net 4,516,303 4,313,269
Property, plant and equipment - net 6 11,303,509 11,185,178
Intangible assets 269,849 271,098
Right-of-use asset 358,110 301,136
Deferred tax assets — net 155,976 135,130
Other noncurrent assets 204,111 212,067
Total Noncurrent Assets 17,463,308 17,071,086
P25,458,233 25,208,293
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable and accrued expenses g, 11 P7,486,972 P8,111,688
Short-term debt 11 1,350,000 350,000
Current portion of long-term debt 759,423 1,267,157
Total Current Liabilities 9,596,395 9,728,843
Noncurrent Liabilities
Long-term debt - net of current portion 11 6,229,395 5,895,343
Deferred tax liabilities ~ net 206,015 214,143
Other noncurrent liabilities 3 910,042 047 427
Total Noncurrent Liabilities 7,345,452 7,056,913
Total Liabilities 16,841,847 15,785,756

Forward



March 31 December 31
2021 2020
Note  (Unaudited) {Audited)
Equity
Share capital 7 P1,751,435 P1,751,435
Remeasurement losses on net defined benefit
liability (501,585) (468,1486)
Retained earnings 7,266,536 7,230,248
Total Equity 8,516,386 8,513,537
P25,587,505 P25,299,293

See Notes to the Condensed Interim Financial Information.



PEPSI-COLA PRODUCTS PHILIPPINES, INC.

CONDENSED INTERIM STATEMENTS OF PROFIT OR LLOSS AND
~ OTHER COMPREHENSIVE INCOME
(Amounts in Thousands, Except Per Share Data)

For The Three Months

Ended March 31

2021 2020

Nofte (Unaudited)
GROSS SALES 10 P8,667,091 P8,785,451
Less sales returns and discounts 10 1,068,056 1,084,336
NET SALES 10 7,599,035 7,701,115
COST OF GOODS SOLD 6,154,539 6,436,753
GROSS PROFIT 1,444,496 1,264,362
QPERATING EXPENSES 1,385,119 1,442,081
PROFIT (LOSS) FROM OPERATIONS §9,377 (177,719)
NET FINANCE AND OTHER INCOME '

{EXPENSES) — Net (70,302) (69,890)
PROFIT (LOSS) BEFORE TAX (10,925) (247,609)
INCOME TAX BENEFIT {47,213) (85,221)
PROFIT (LOSS)/ TOTAL COMPREHENSIVE

INCOME (LOSS) P36,288 (P162,388)
Basic/Diluted Earnings (Loss) Per Share 5 P0.01 (P0.04)

See Notes to the Condensed interim Financial information.
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PEPSI-COLA PRODUCTS PHILIPPINES, INC.

CONDENSED INTERIM STATEMENTS OF CASH FLOWS

{Amounts in Thousands)

For The Three Months
Ended March 31
2021 2020
Note (Unaudited)
CASH FLOWS FROM OPERATING
ACTIVITIES
Loss before fax (P10,925) (P247,609)
Adjustments for;
Depreciation and amortization 564,458 685,995
Interest expense 86,979 82,726
Impairment losses (reversal of impairment losses)
on receivables, inventories, bottles and cases,
machinery and equipment and others 46,427 10,111
Retirement cost 33,962 29,582
Equity in net earnings of associates (2,742) (6,855)
Loss {gain) on sale of property and equipment (2,298) 334
Interest income {1,030) (1,189)
Operating profit before working capital changes 714,831 553,095
Changes in operating assets and liabilities: '
Decrease (increase) in.
Receivables (60,475) 384,698
inventories 89,083 (427,487)
Due from related parties 12,141 65,324
Prepaid expenses and other current assets (97,976) {185,871)
Decrease in accounts payable and accrued
expenses {628,939} 1,198,208
Cash generated from operations 28,665 1,587,965
interest received 1,030 6,332
Contribution to plan assets {18,000) -
Income taxes paid - (85,221)
Retirement benefits directly paid by the Company {2,637) -
Net cash provided by operating activities 9,058 1,508,076
CASH FLLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of property and equipment 15,852 539
Additions to:
Property, plant and equipment (382,107) (1,081,916)
Bottles and cases {522,551) {347,222)
Intangibles 1,249 -
Decrease in other noncurrent asseis 7,956 10,628
Net cash used in investing activities {879,601) (1,417,971}

Forward



For The Three Months
Ended March 31

2021 2020
Note (Unaudited}
CASH FLOWS FROM FINANCING
ACTIVITIES

Proceeds from availments of:

Short-term debt P2,100,000 P437,500

Long-term debt 250,000 526
Payments of:

Short-term debt (1,100,000) -

Long-term debt (402,500) (98,385)
Payments of lease liability (128,562) (87,377)
Interest paid (92,747) (86,765)
Dabt issue cost 21,182 -
Net cash provided by financing activities 647,373 . 164,499
NET INCREASE {DECREASE) IN CASH (223,170} 255,604
CASH AT BEGINNING OF PERIOD 837,501 711,895
CASH AT END OF PERICD 11 P614,331 P967,499

See Notes io the Condensed Intarim Financial information.



PEPSI-COLA PRODUCTS PHILIPPINES, INC.

NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION
(Amounts in Thousands, Except per Share Data, Number of Shares
and When Otherwise Stated)

1. Reporting Entity

Pepsi-Cola Products Philippines, Inc. (the "Company”) was incorporated as a stock
corporation in the Philippines on March 8, 1989, primarily to engage in manufacturing,
sales and distribution at wholesale and (to the extent allowed by law) retail of
carbonated soft-drinks {CSD), non-carbonated beverages (NCB), food and food
products, snacks and confecticnery products to retail, wholesale, restaurants and bar
trades. The registered office address and principal place of business of the Company
is at Km. 29, National Road, Tunasan, Muntinlupa City.

The Company's major stockholders are Lotte Corporation, Lotte Chilsung Beverage
Co., Ltd and Quaker Global investments B.V are the largest shareholders of the
Company with 42.22%, 30.67% and 25.00% shareholdings, respectively. Lotte
Chilsung Beverage Co., Ltd. and Lotte Corporation were organized under the laws of
South Korea. Quaker Global Investments B.V. was organized under the laws of the
Netherlands.

2. Basis of Preparation

Statement of Compliance
These condensed interim financial information have been prepared in accordance with

Philippine Accounting Standard (PAS) 34, Interim Financial Reporting. These
condensed interim financial information do not include alt of the information required
for a complete set of financial statements and should be read in conjunction with the
annual financial statements of the Company as at December 31, 2020.

Basis of Measurement

These condensed interim financial information have been prepared on a historical cost
basis, except for the net defined benefit liability (included as part of “Other noncurrent
liabilities” account in the condensed interim statements of financial position) which is
measured at the present value of the defined benefit obligation less fair value of plan
assets.

Functional and Presentation Cumrency

These condensed interim financial information are presented in Philippine peso, which
- is the Company’s functional currency. All amounts have been rounded-off to the

nearest thousands, except per share data and when otherwise indicated.

Use of Judgments and Estimates

The preparation of the condensed interim financial information requires management
to make judgments, estimates and use assumptions that affect the application of the
Company's accounting policies and the reported amounts of assets, liabilities, income
and expenses. Actual results may differ from these estimates.

The significant judgments and estimates made by management in applying the
Company's accounting policies and the key sources of estimation uncertainty were the
same as those that were applied to the annual financial statements.




During the three months ended March 31, 2021, management reassessed its
estimates in respect of the following:

Estimating Allowance for Impairment Losses on Receivables
As at March 31, 2021 and December 31, 2020, allowance for impairment losses on
receivables amounted to P256.4 million and P275.3 million, respectively.

Estimating Net Realizable Value of inveniories
As at March 31, 2021 and December 31, 2020, inventories amounted to P4.4 billion
and P4.2 billion, respectively. '

3. Significant Accounting Policies

The significant accounting policies adopted in the preparation of the condensed
interim financial information are consistent with those followed in the preparation of the
annual financial statements,

Changes in Accounting Policies
The foilowing amendments to standards are effective for the three-month period

ended March 31, 2021 and have been applied in preparing this condensed interim
financial information. Except as otherwise indicated, the adoption of these
amendments to standards did not have any significant impact on the Company's
condensed interim financial information:

»  COVID-19-Related Rent Concessions (Amendment to PFRS 16 Leases). The
amendments introduce an optional practical expedient that simplifies how a
lessee accounts for rent concessions that are a direct consequence of
COVID-19. A lessee that applies the practical expedient is not required to assess
whether eligible rent concessions are lease medifications, and accounts for them
in accordance with other applicable guidance. The practical expedient apply if:

» the revised consideration is substantially the same or less than the original
consideration;

+ the reduction in lease payments relates to payments due on or before
June 30, 2021; and

» no other substantive changes have been made o the terms of the lease.

Lessees applying the practical expedient are required to disclose that fact,
whether they have applied the practical expedient to all eligible rent concessions
and, if not, the nature of the contracts to which they have applied the practical
expedient; and the amount recognized in profit or loss for the reporting period
arising from application of the practical expedient. No practical expedient is
provided for lessors

The amendment is effective for annual reporting periods beginning on or after June
1, 2020. Earlier application is permitted. A lessee applies the amendments
retrospectively, recognizing the cumulative effect of the amendments as an
adjustment to the opening balance of retained earnings or other component of
equity, as appropriate.



Interest Rate Benchmark Reform -~ Phase 2 (Amendments to PFRS 9 Financiaf
instruments, PAS 39 Financial Instruments: Recognition and Measurement, PFRS
7 Financial Instruments: Disclosures, PFRS 4 Insurance Contracts and PFRS 16
Leases). To ensure that financial statements best reflect the economic effects of
interest rate benchmark reforms, the Phase 2 amendments were issued and focus
on the accounting once a new benchmark rate is in place. The reliefs allow
companies hot to recognize significant modification gains or losses on financial
instruments and mitigate the risk of discontinuations of existing hedging
relationships because of changes required by reforms. The amendments address
issues that might affect financial reporting during the reform in the following key
areas:

e Practical Expedient for Particular Changes to Contractual Cash Flows. As a
practical expedient, a company will account for a change in the basis for
determining the contractual cash flows that is required by the reform by
updating the effective interest rate of the financial instrument. If there are other
changes to the basis for determining the contractual cash flows, then a
company first applies the practical expedient to the changes required by the
reform and then applies other applicable requirements of PFRS 8 to other
changes. A similar practical expedient applies to insurers applying PAS 38 and
lessees for lease modifications required by a reform.

e Relief from Specffic Hedge Accounting Requirements. The amendments
enable and require companies to continue hedge accounting in circumstances
when changes to hedged items and hedging instruments arise as a result of
changes required by the reform. A company is required to amend the formal
designation of hedging relationships to reflect the changes required by the
reform. Reliefs are also provided for amounts accumulated in the cash flow
hedge reserve, the separately identifiable requirement, groups of items
designated as hedged items and retrospective effectiveness assessment
under PAS 39.

o Disclosure Requirements. To enable users of financial statemenis to
understand the effect of reforms on a company’s financial instruments and risk
management strategy, additional disclosures are required on how transition to
alternative benchmark rates are being managed, quantitative information
about financial instruments indexed to rates yet to transition due to benchmark
reform at the end of the reporting period, and the extent to which changes to
the risk management strategy have occurred due to the risks identified in the
transition.

The amendmentis are effective for annual reporting periods beginning on or after
January 1, 2021. Earlier application is permitted. The amendments retrospectively,
but restatement of comparative information is not required. Reinstatement of a
discontinued hedging relationship is required if the hedging relationship was
discontinued solely because of changes reguired by the reform, and that
discontinued hedging relationship meets all qualifying criteria for hedge
accounting at the date of initial application.

The amendments are still subject to the approval by the FRSC.



4. Seasonality of Operations

The Company's sales are subject to seasonality. Sales are generally higher in the hot,
dry months from March through June and lower during the wetter monsoon menths of
July through October. While these factors lead to a natural seasonality on the
Company’s sales, unseasonable weather could also significantly affect sales and
profitability compared to previous comparable periods. Higher sales are likewise
experienced around the Christmas/New Year holiday period in late December through
early January. Consequently, the Company’'s operating results may fluctuate. In
addition, the Company's results may be affected by unforeseen circumstances, such
as production interruptions. Due to these fluctuations, comparisons of sales and
operating results between periods within a single year, or between different periods in
different financial years, are not necessarily meaningful and should not be relied on as
indicators of the Company’s performance.

5. Basic/Diluted Earnings Per Share (EPS)
Basic EPS is computed as follows:

For The Three Months Ended March 31

2021 2020
(Unaudited)
Profit (loss) (a) P36,288 (P162,388)
tssued shares at the beginning of '
the year/weighted average
number of shares outstanding
() 3,693,772,279 3,693,772,279
Basic/Diluted EPS (afb) P0.01 (P0.04)

As at March 31, 2021 and 2020, the Company has no dilutive equity instruments.



Property, Plant and Equipment

The movements in this account are as follows:

Machinery Baildings and Furniture
and Other Leasehold and Construction
Equipment Improvements _ Fixtures In Progress Total
Gross carrying amount
December 31, 2020
(Audited) P18,520,517 P4,602,458 P84,186 P1,552,722 P24,735,883
Additions 31,168 709 - 350,230 382,107
Disposalsfwrite- . . .
offs/adjustments (18,608) {18,608)
Transfers/rectassifications 30,231 - - {30,231) -
March 31, 2021
(Unaudited) 18,663,308 4,603,167 64,186 1,872,721 25,103,382
Accumulated
depreciation and
amortization
December 31, 2020
(Audited) 12,100,262 1,407,852 46,591 - 13,554,705
Depreciation and 251,970
amortization 200,462 41,443 1,085
Disposals/write- . . _
offs/adjustments (6,802) (6.802)
n‘:ﬁ'ﬁ:ﬁ&f&” 12,302,922 1,449,205 47,656 13,799,873
Carrying Amount
Deoen_1ber 31, 2020
{Audited) P6,420255  P3,194606  P17,505 P1,552.722 P11,185,178
March 31, 2021 PV .
(Unaudited) P§,260,386 P3,153,872 P186,630 P1,872,7 ,303,504
Equity
Share Capital
This account consists of;
March 31, 2021 December 31, 2020
(Unaudited) (Audited)
Shares Amount Shares Amount
Authorized - P0.18
par value per share 5,000,000,000 P750,000 5,000,000,000 P750,000
Issued, fully paid and
outstanding balance at
beginning/end of
period 3,693,772,279 P554,066 3,693,772,279 P554,068




On January 21, 2008, the Company cbfained a certificate of permit to offer securities
for sale issued by the SEC consisting of 3,693,772,27¢ common shares with a
maximum offer price of P3.50 per share.

On February 1, 2008, the Company’s initial public offering of 1,142,348,680 shares at
P3.50 per share culminated with the listing and trading of its shares of stock under the
First Board of the PSE, Inc. Of the total shares offered, 380,782,893 shares pertain to
the primary offering, which resulted in an increase in capital stock amounting to
P57.0 million and additional paid-in capital of P1.2 billion, net of P138.0 million
transaction cost that is accounted for as a reduction in equity.

On December 11, 2019, the Company received a Tender Offer Report from Lotte
Chilsung Beverage Co. Ltd. o acquire up to 2,134,381,838 common shares of the
Company through a tender offer to all shareholders other than Lotte Corporation and
the /members of the BOD with respect to their qualifying common shares and the
officers of the Company.

On June 17, 2020, Lotte Chilsung Beverage Co. Ltd has competed its tender offer
which effectively increase its ownership to the Company by 30.7%

Cn September 9, 2020, the Company's BOD approved the voluntary delisting of the
Common shares of the Company with the PSE,

Lotte Chilsung Beverage Co. Ltd. ("Lotte Chilsung®) filed a Tender Offer Report and
Amended Tender Offer Report with the Securities and Exchange Commission (SEC)
and the PSE on September 15, 2020 and October 13, 2020, respectively, for the
remaining shares owned by the public.

On December 1, 2020 the Company received information from Lotte Chilsung that it
has completed its tender offer and has acquired additional .01% of the shares of the
Company.

On December 18, 2020, the Board of the PSE has approved the Company’s
application of its delistment with the PSE.

Capital Management
The Company's objectives when managing capital are to increase the value of

shareholders’ investment and maintain reasonable growth by applying free cash flow
to selective investments that would further the Company’s product and geographic
diversification. The Company sets strategies with the objective of establishing a
versatile and resourceful financial management and capital structure.

The Chief Financial Officer has overall responsibility for the monitaring of capital in
propertion to risk. Profiles for capital ratics are set in the light of changes in the
Company's external environment and the risks underlying the Company's business
operations and industry.

The Company maintains its use of capital structure using a debt-to-equity ratio which
is gross debt divided by equity. The Company includes within gross debt all interest-
bearing loans and borrowings, while the Company defines equity as total equity shown
in the condensed interim statements of financial position.

There were no changes in the Company's approach to capital management during the
year. The Company is subject to debt covenants relating to its long-term debt (see
Note 11).



The Company’s bank debt to equity ratio as at reporting dates is as follows:

December 31,

March 31, 2021 2020

(Unaudited) (Audited)

(@) Debt P8,338,818 P7,512,500
(b) Total equity P8,516,386 P8,613,537
Bank debt to equity ratio (a/b) 0.98:1 0.88:1

*Pertains fo bank debts

8. Related Party Transactions

Related parly relationship exists when one party has ability to control, directly or
indirectly, through one or more intermediaries, the other party or exercise significant
influence over the other party in making the financial and operating decisions. Such
relationship also exists between andfor among entities which are under common
control with the reporting enterprises, or between and/or among the reporting
enterprises and their key management personne), directors, or its shareholders.

Related party transactions are shown under the appropriate accounts in the
condensed interim financial information as at and for the period ended
March 31, 2021 and 2020 are as follows:

Recelvables
A tof Outstanding A &
T Al B of  Payable and
Nature of for the Due from {to) Accrued
Category Transaction Note  Year Period _ Related Partles expenses) Tems Conditions
Stockholder Purchases 8a 2020 P2¢0 f - P -
2020 - - -
Associatas Advances 8b, 8¢ 2021 - 496,843 . Collectible on  Unsecured;
demand no impalrment
2020 - 507,984 - Collectile on ~ Unsecured;
demand o impairment
Affiliates Purctiases 95 2021 1,299,360 - {867,815) 42 days non
Interest bearing
2020 749,483 - (1,449,883 42 daysnon
Interest bearng
Coopable 8b, Se 2021 32,359 - 108,237 Unsecured;
Marksting no impatment
2020 130,441 . 439,089 Unsecured;
no impairment
2021 P495,843 {P759,578)
2020 P507,984  {P1,010,584)

The above outstanding balances of due frem related parties are unsecured and
expected to be settled in cash.

The Company has significant related party transactions which are summarized as
follows:

a. The Company purchased finished goods from Lotte Corporation, a major
stockholder. Total purchases for the three-month periods ended March 31, 2021
and 2020 amounted to P0.3 million and nil, respectively.



b. The Company leases parcels of land where some of its botiling plants are located.
Lease expenses recognized amounted to P7.2 million for the three-month periods
ended March 31, 2021 and 2020, respectively. The Company has advances to
Nadeco Realty Corporation (NRC) amounting to P38.0 million, which bear interest
at a fixed rate of 10% per annum and which are unsecured and payable on
demand. The related interest income amounted to P0.7 million each for the three-
month periods ended March 31, 2021 and 2020. The Company also has
outstanding net receivables from NRC amounting to P454.0 million and
P464.2 million as at March 31, 2021 and December 31, 2020, respectively, which
are unsecured and payable on demand. The advances and receivabies are
inciuded under “Due from related parties” account in the condensed interim
statements of financial position.

¢c. The Company has outstanding working capital advances to Nadeco Holdings
Corporation, an associate, amounting to P3.8 million and P5.7 million and as at
March 31, 2021 and December 31, 2020 and which are unsecured, noninterest-
bearing and payable on demand. The advances are included under “Due from
related parties” account in the condensed interim statements of financial position.

9. Significant Agreements

The Company has exclusive botting agreement and other fransactions which are
summarized below:

a. The Company has Exclusive Bottling Agreements with PepsiCo, Inc. ("PepsiCo”"),
the ultimate parent of Quaker Global Investments B.V, a shareholder, up to year
2029 and Pepsi Lipton international Limited ('Pepsi Lipton™), a joint venture of
PepsiCo and Unilever N.V., up to year 2029. Under the agreements, the Company
is authorized to bottle, sell and distribute PepsiCo and Pepsi Lipton beverage
products in the Philippines. In addition, PepsiCo and Pepsi Lipton shall supply the
Company with the main raw materials (concentrates) in the production of these
beverage products and share in the funding of certain marketing programs. The
agreements may be renewed by mutual agreement between the parties. Under the
agreements, PepsiCo and Pepsi Lipton have the right ic terminate the contracts
under certain conditions, including failure to comply with terms and conditions of
the agreement subject to written notice and rectification period, change of
ownership caontrol of the Company, change of ownership control of an entity which
controls the Company, discontinuance of bottling beverages for 30 consecutive
days, occurrence of certain events leading to the Company's insolvency or
bankruptcy, change in management and control of the business, among others.
Purchases made from PepsiCo is made mainly thru Concentrate Manufacturing
(Singapore) PTE Ltd. (CMSPL). Tetal net purchases from CMSPL amounted to
P1.3 billion and P736.9 for the three-month periods ended March 31, 2021 and
2020, respectively. The Company's outstanding payable to CMSPL (included
under “Accounts payable and accrued expenses® account in the statements of
financial posifion) amounted to P867.8 million and P1.4 biilion as at March 31,
2021 and December 31, 2020, respectively. Total purchases from Pepsi Lipton
amounted to nil for each of the three-month periods ended March 31, 2021 and
2020, respectively. The Company's outstanding payable to Pepsi Lipten (included
under “"Accounts payable and accrued expenses” account in the statements of
financial position) amounted to nil and P24.7 million as at March 31, 2021 and
December 31, 2020, respectively.



b. The Company has cooperative advertising and marketing programs with PepsiCo
and Pepsi Lipton thru CMSPL that sets forth the agreed adveriising and marketing
activities and participation arrangement during the years covered by the bottling
agreements. In certain instances, the Company pays for the said expenses and
claims reimbursements from PepsiCo thru CMSPL. The Company incurred
marketing expenses amounting to P32.4 million and P130.4 million for the three-
month periods ended March 31, 2021 and 2020, respectively. The Company's
outstanding receivable from CMSPL included under “Receivables® account in the
condensed interim statements of financial position, which are unsecured and are
payable on demand, amounted to P108.2 million and P438.1 million as at March
31, 2020 and December 31, 2020, respectively.

c. The Company entered into an agreement with PepsiCo to meet certain marketing
and investment levels, as required by the bottling agreement with PepsiCo. The
agreement requires the Company to, among others,: (1) spend or invest a
specified amount to maintain sufficient containers, bottles and shells of the
beverage products; (2) maintain certain minimum annual manufacturing capacity
and sufficient warehouse capacify to meet peak demand for beverage preducts;
(3) invest in a minimum number of coclers and fountain equipment per year to
support distribution expansion; and (4) expand the Company's distribution
capabilities in terms of the number of active routes, the number of new routes and
the number of trucks used for distribution support.



10. Segment Information

As discussed in Note 1 to the financial statements, the Company is engaged in the

manufacture, sales and distribution of CSD, NCB and Snacks. The Company's main

products under its CSD category include brands Pepsi-Cola, 7Up, Mountain Dew, Mirinda,
and Mug. The NCB brand category includes Gatorade, Tropicana/Twister, Lipton, Sting

energy drink, Aquafina, Premier and Milkis, while Snacks category includes Cheetos and

Lays. The Company operates under three (3) reportable operating segments, the CSD,
NCB and Snacks categories. These categories are managed separately because they

require different technology and marketing strategy. Analysis of financial information by

operating segment is as follows (in millions).

For the Three Months Ended March 31, 2021

{Amounts in millions) CSD NCB Total
Net sales
External sales P6,284 P2,383 P8,667
Sales retums and discounts 764 304 1,068
Net sales P5,520 P2,079 P7,599
Result
Segment result” P1,039 P405 P1,444
Unallocated expenses {1,385)
Other income-net 13
Interest and financing expenses (87)
Equity in net earnings of associates 3
Interest income 1
Income tax benefit a7
Profit P36
Other information**
Segment asseis P24,084
Investment in associates 656
Right of use asset 358
Deferred tax assets - net 156
Qther noncurrent assets 204
Combined total assets P25,458
Segment liabilities P8,397
Loans payable 8,339
Deferred tax liabilities - net 206
Combined total liabilities P16,942
Capital expenditures P90s
Depreciation and amortization of

bottles and cases and property,

plant and equipment 564
Noncash items other than

depreciation and amortization 46
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For the Three Months Ended March 31, 2020

(Amolnts in millions) CSD NCB Snacks Total
Net sales
External sales P7,149 P1,633 P3 P8,785
Sales returns and discounts 834 250 1,084
Net sales PB,315 P1,383 P3 P7.701
Result
Segment result* P1,035 P227 P3 P1,265
Equity in net eamings of

associates 7
Interest income 1
Unallocated expenses {1,433)
Income tax expense 85
Interest and financing (83)

expenses
Profit (P182)
Other information™*
Segment assets P24,886
Investment in associates 842
Right of use Asset 340
Deferred tax assets - net 102
Other noncurrent assets 208
Combined total assets P286,178
Segment liabilities P8,414
Loans pavable 7,224
Income tax payable -
Deferred tax liabilities - net " 5680
Combined total liabilities P17,198
Capital expenditures P1,429
Depreciation and

amortization of bottles and

cases and property, plant

and equipment 686
Noncash ifems other than

depreciation and

amortization 10

There were no intersegment sales recognized between the two reportable segments.

The Company uses its assets and incurs liabilities to produce both carbonated soft
drinks and non-carbonated beverages; hence, the assets and liabilities are not directly
attributable to a segment and cannot be allocated intc each segment on a reasonable

basis.

Major Customer

The Company does not have any single external customer from which sales revenue
generated amounted to 10% or more of the net sales.

-11-



11. Financial Instruments and Financial Risk Management

Classifying Financial Instruments

The Company exercises judgments in classifying a financial instrument, or its
component parts, on initial recognition as either a financial asset, a financial liability or
an equity instrument in accordance with the substance of the contractual arrangement
and the definition of a financial asset, a financial liability or an equity instrument, The
substance of a financial instrument, rather than its legal form, governs its classification
in the statements of financial position.

Financial Risk Management
Overview
The Company has exposure to the following risks from its use of financial instruments:

= Credit Risk
x  Liguidity Risk
= Market Risk

This note presents information about the Company’s exposure to each of the above
risks, the Company's objectives, policies, and processes for measuring and managing
risks.

The main purpose of the Company’'s dealings in financial instruments is to fund its
operations and capital expenditures.

Risk Management Framework

The BOD has overall responsibility for the establishment and oversight of the
Company’'s risk management framework. The Company's BOD has established the
Executive Committee (EXCOM), which is responsible for developing and monitoring
the Company's risk management policies. The EXCOM identifies all issues affecting
the operations of the Company and reports regularly to the BOD on its activities.

The Company's risk management policies are established to identify and analyze the
risks faced by the Company, to set appropriate risk limits and controls, and to monitor
risks and adherence to limits. Risk management policies and systems are reviewed
regularly to reflect changes in market conditions and the Company’s activities. The
Company, through its training and management standards and precedures, aims to
develop a disciplined and constructive control environment in which all employees
understand their roles and obligations.

The Company has an Audit Committee, which performs oversight over financial
management and internal control, specifically in the areas of managing credit, liquidity,
market, and other risks of the Company. The Company’s Audit Committee is assisted
in the oversight role by the Internal Audit (IA). The Company’s |A undertakes both
regular and ad hoc reviews of risk management controls and procedures, the results
of which are reported to the Audit Committee.

There were no changes in the Company's objectives, policies, and processes for
managing the risk and the methods used to measure the risk from previous year.

Credit Risk

Credit risk represents the risk of loss the Company would incur if credit customers and
counterparties fail to perform their contractual obligations. The Company's credit risk
arises principally from the Company's cash in banks, receivables and due from related
parties.
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Exposure to Credit Risk

The carrying amount of financial assets represents the Company's maximum credit
exposure before effect of any collateral and any master netting agreements. The
maximum exposure to credit risk is as follows:

March 31, 2021 December 31, 2020

{Unaugdited) (Audited)
Cash in banks P289,149 P408,985
Receivables - net 2,009,387 1,963,945
Due from related parties 495,843 : 507,984
Total credit exposure P2,784.379 P2,880,914

The Company has Plant Credit Committee (PCC) for each of the plant. The PCC has
established a credit policy under which each new customer is analyzed individually for
creditworthiness before standard credit terms and conditions are granted. The PCC's
review includes the requirements of updated credit application documents, credit
verifications through confirmation that there are no credit viclations and that the
account is not included in the negative list (list of blacklisted customers), and analyses
of financial performance to ensure credit capacity. Credit limits are established for
each customer, which serve as the maximum open amount at which they are allowed
to purchase on credit, provided that credit terms and conditions are observed.

The credit limit and status of each customers account are first checked before
processing a credit transaction. Customers that fail to meet the Company’s conditions
in the credit checking process may transact with the Company only on cash basis.

Most of the Company’s customers have been transacting with the Company for
several years, and losses have occurred from time to time. Custemer credit risks are
monitored through annual credit reviews conducted on a per plant basis. Resulis of
credit reviews are grouped and summarized according to credit characteristics, such
as geographic location, aging profile and credit violations. Historically, credit violations
have been attributable to bounced checks, denied and absconded credit accounts.
Receivables from these customers are considered by the Company to be impaired.

It is the Company’s policy to enter inte transactions with a diversity of creditworthy
parties to mitigate any significant concentration of credit risk.

To pursue timely realization of collateral in an orderly manner, the Company's pcalicy
discourages the acceptance of chattel and real estate collateral. For chaitel and real
estaie collaterals, the Company created rules governing the acceptance of such
guarantees. On instances of customer default, the PCC, with the support of the
corporate legal department, is responsible for the foreclosure of collaterals in the form
of real and movable perscnal properties. Series of demand letters are sent to the
defaulting customer to command for payment and to propose for debt repayment
agreements. If the customer fails to cooperate, the case will be endorsed to the legal
department to facilitate the foreclosure of the coliateral. The Company generally does
not use non-cash collateral for its own operations.
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The aging on analysis per class of financial assets is as follows:

March 31, 2021

Neither
past due Past due
nor 1to 30 31to 60 More than
impaired days days 60 days Impairad Total
Cash In banks P289,149 P - P - P - P - P289,149
Recsivables:
Trade 790,685 306,278 132,329 413,163 185,281 1,527,636
Others 327,334 11,759 5,433 322,506 71,127 738,159
Que from related
_parties 259,417 82 - 236,344 - 495,843
1,666,485 318,119 137,762 872,012 256,408 3,050,787
Less aflowance for
impairment losses - - - - 258,408 258,408
P1,666,485 P318,119 P137,762 P672,012 P - P2,794,37¢
December 31, 2020
Neither Past Due but not Impaired
Past Due nor 11030 31to60  More than
Impaired Days Days 60 Days Impaired Total
Cash in banks P408,985 P - P - P - P - P408,985
Receivables:
Trade 484,923 371,358 162,644 129,456 197 808 1,346,188
Others 524,778 183,521 (78.813) 185,778 77,491 893,085
Due from related
partles 507,984 - - - - 507,984
1,826,670 554 879 84131 315,234 275,299 3,156,213
Less allowance for
impairment lesses - - - - 285,299 275,299
P1,926670 P554,879 P84,131  P315,234 P -  P2880914

As at March 31, 2021 and December 31, 2020, the Company has an allowance for
impairment loss amounting ta P256.4 million and P275.3 millien, respectively, relating
to its trade and other receivables.

The Company believes that the unimpaired amounts that are past due by more than
30 days are stili collectible, based on historic payment behavior and extensive analysis
of customer credit risk. In addition, the Company believes that the amounts of financial
assets that are neither past due nor impaired are collectible, based on historic
payment behavior and extensive analysis of counterparties credit risk.

The credit qualities of financial assets that were neither past due nor impaired are

determined as follows:

= Cash in banks are based on the credit standing or rating of the counterparty.

»  Total receivables and due from related parties are based on a combination of
credit standing or rating of the counterparty, historical experience and specific and
collective credit risk assessment.
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High grade cash in banks are deposited in local banks that are considered as top tier
banks in the Philippines in terms of resources and profitability. Receivables and due
from related parties are considered to be of high grade quality financial assets, where
the counter parties have a very remote likelihcod of default and have consistently
exhibited good paying habits. High grade quality financial assets are those assessed
as having minimal credit risk, otherwise they are of standard grade quality. Standard
grade quality financial assets are those assessed as having minimal to regular
instances of payment default due to ordinary/common collection issues. These
accounts are typically not impaired as the counterparties generally respond to credit
actions and update their payments accordingly.

Expected credit ioss assessment

Trade and other receivables

The Company allccates each exposure to a credit risk based on data that is
determined to predictive of the risk of loss {including but not limited to external ratings,
audited financial statements, management accounts and cash flow projections and
available press information about customers) and applying expected credit judgment.
Credit risk grades are defined using qualitative and quantitative factors that are
indicative of the risk of defauit.

Exposures within each credit risk grade are segmented by market or customer type
and an ECL rate is calculated for each segment based on delinquency status and
actual credit loss experience

Loss rates are based on actual credit loss experience over three years considering
circumstances at the reporting date. Any adjustment to the loss rates for forecasts of
future ecenomic conditions are not expected to be material. The Company applies the
simplified approach in providing for expected credit losses prescribed by PFRS 9,
which permits the use of the lifetime expected loss provision and applies a provision
matrix. The application of the expected loss rates to the receivables of the Company
does not have a material impact on the financial statements.

The maturity of the Company's trade and other receivables is less than one year,
which implies that the lifetime expected credit losses and the 12-month expected
credit losses are similar.

Cash in banks

The Company held cash in banks amounting to P289.1 million and P408.9 million as
at March 31, 2021 and December 31, 2020, respectively. The cash in banks is
deposited in local banks, which is rated as high grade.

impairment on cash in banks has been measured on a 12-month expected loss basis
and reflects the short maturities of the exposures. The Company considers that its
cash in banks have low credit risk based on the external credit ratings of the
counterparties and any ECL is expected to be immaterial.

Due from related parties

The Company has due from related parties amounting to P485.8 milion and
P507.9 million as at March 31, 2021 and December 31, 2020, respectively. Due from
related parties consists of receivables from counterparties that have a very remote
likelihood of default hecause there is no known significant financial difficulty of the
counterparties and no probability that the counterparties will enter bankruptcy based
from the available financial information.
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Impairment on due from related parties has been measured on a 12-month expected
credit loss basis and reflects the short maturities of the exposures. The Company
considers that its due from related parties has low credit risk based on the external
credit ratings of the counterparties and any ECL is expected to be immaterial.

Liguidity Risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting financial
obligations as they fall due. The Company manages liquidity risk by forecasting
projected cash flows and maintaining & balance between continuity of funding and
flexibility in operations. Treasury controls and procedures are in place to ensure that
sufficient cash is maintained to cover daily operational and working capital
requirements, as well as capital expenditures and debt service payments.
Management closely monitors the Company's future and contingent obligations and
sets up required cash reserves as necessary in accordance with internal
requirements.

In addition, the Company has the following credit facilities:

* The total commitment as at March 31, 2021 and December 31, 2020 under the
line of credit is P15.45 billion and P15.2 billion, of which the Company had drawn
P8.3 billion and P&.8 billion, respectively, under letters of credit short-term loans
and long term loans. All facilities under the omnibus line bear interest at floating
rates consisting of a margin over current Philippine treasury rates except for the
long term loan which have a fixed interest rate; and

»  P1.6 billion and £1.4 billion domestic bills purchased line, which are available as at
March 31, 2021 and December 31, 2020, respectively.

Expasure to Liquidity Risk

The table summarizes the maturity profile of the Company's financial liabilities based
on confractual undiscounted amount, including estimated interest payments and
excluding the impact of any netting arrangements:

As at March 31, 2021
{Unaudited)

Carrying Contractual One year or More than

Amount Cash Flow less one year
Financial liabilities:
Short-term debt P1,350,000 P1,352,504 P1,352,504 P -
Accounts payable and accrued

expenses* 7,022,104 7.022,104 7,022,104 .

Long-term debt 6,974,382 7,654,099 1,098,047 6,556,063

P15,346,486 P16,028,708 P9,472,655 P8,558,053
*Excluding statutory payables, accrual for operating leases and defined benefit liabilily.

As at December 31, 2020

Carrying Contractual One Year More than
Amount Cash Flow or Less One Year
Financial Liabilitles
Short-tarm debt P350,000 P351,750 P351,750 P -
Accounts payable and accrued
expenses * 7,316,871 7,316,871 7,316,871 -
Long-term debt 7,124,640 7,865,797 1,618,865 6,246 933

P14,791,511 P15534,418 P9,287,486 P6,246,933
*Exciuding statutory payabies, accrual for operating ieases and defined benefit liability.
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It is not expected that the cash flows included in the maturity analysis could cccur
significantly earlier, or at significantly different amounts.

Financial Assets Used for Managing Liquidity Risk

The Company considers expected cash flows from financials assets in assessing and
managing liquidity risk. To manage its liquidity risk, the Company forecasts cash flows
from operations for the next six months which will result in additional available cash
resources and enable the Company to meet its expected cash flows requirements.

Market Risk

Market risk is the risk that changes in market prices, such as commodity prices,
foreign exchange rates, interest rates and other market prices will affect the
Company's income or the value of its holdings of financial instruments. The objective
of market risk management is t0 manage and control market risk exposures within
acceptable parameters, while optimizing the return.

The Company is subject to various market risks, including risks from changes in
commodity prices, interest rates and currency exchange rates.

Exposure to Commodity Prices

The risk from commeodity price changes relates to the Company’s ability to recover
higher product costs through price increases te customers, which may be limited due
to the competitive pricing environment that exists in the Philippine beverage market
and the willingness of consumers to purchase the same volume of beverages at
higher prices. The Company is exposed o changes in Philippine sugar prices.

The Company minimizes its exposure to risks in changes in commodity prices by
entering into contracts with suppliers with duration ranging from six months to one
year; with fixed volume commitment for the contract duration; and with stipulation for
price adjustments depending on market prices. The Company has outstanding
purchase commitment amounting to P4.1 billion and P8.1 billion as at March 31, 2021
and December 31, 2020, respectively. Because of these purchase commitments, the
Company considers the exposure to commadity price risk to be insignificant.

Exposura to Interest Rate Risk

The Company’s exposure to interest rates pertains to its cash in banks, short-term,
long-term debt and finance lease obligation. These financial instruments bear fixed
interest rates and accordingly, the Company is not significantly exposed to inferest
rate risk.

EXxposure to Foreign Currency Risk

The Company is exposed fo foreign currency risk on purchases that are denominated
in currencies other than the Philippine peso, mostly in United States (U.S.) dollar. In
respect of monetary assets and liabilities held in currencies cther than the Philippine
peso, the Company ensures that its exposure is kept to an acceptable level, by. buying
foreign currencies at spot rates where necessary to address shori-term imbalances.
The Company considered the exposure to foreign currency risk to be insignificant.
Further, the Company does not hold any investment in foreign securities as at March
31, 2021 and December 31, 2020.

Fair Values

The carrying amounts of the financial assets and liabilities, which include cash,
receivables, due from related parties, short-ierm debt and accounts payable and
accrued expenses, reasonably approximate fair values due to the short-term nature of
these financial instruments.
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ltem 2. Management's Discussion and Analysis of Financial Condition and Results of
Operations.

Results of Operations

The company recorded Net Sales of P7.6 billion in the first quarter of 2021, just 1.3% lower
than the same period last year when notably the first 2 months were before the Covid-19
quarantine and the corresponding significant decline in consumption. Increased focus on net
revenue realization via mix improvement and selective pricing actions cushioned the volume
softness from continued implementation of quarantine measures across the country. Coupled
with cost rationalizations, the company delivered an Operating Profit to-date of P59 million, a
turnaround from last year's loss, while Net income stands at P36 million

Financial Condition

The Company's financial condition remained solid. Cash flows from operating activities were
used to fund capital expenditures needs and payoff a portion of the Company’s bank debt.
Consequently, our bank debt increased by P826 milion in comparison with
December 31, 2020 balance. '

Causes for Material Changes (+/-5% or more)

There were no material changes (+/-5% or more) that were noted during the three month
interim period ended March 31, 2021

Known Trends, Demands, or Uncertainties That May Affect Liquidity

The Company is not aware of any trend that may affect its liquidity. Refer fo Note 11 to the
Condensed Interim Financial Statements for a discussion of the Company's liquidity risk and
financial risk management.

Events That May Trigger Direct or Contingent Obligations

The Company is not aware of any events that will trigger direct or contingent financial
obligation that is material to the Company, including any default or acceleration of an
cbligation.

Off-Balance Sheet Transactions

To the Company's 'knowledge, there are no material off-balance sheet transactions,
arrangement, obligations (including contingent obligations), and other relationship of the
Company with unconsolidated entities or other persons created during the reporting period,

Material Commitments for Capltal Expenditures

The Company has ongoing definite corporate expansion projects approved by the BOD. As a
result of this expansion program, the Company spent for property, plant and equipment as
well as bottles and cases amounting to P904 million and P1.42 billion for the three months
ended March 31, 2021 and 2020, respectively. To this date, the Company continues to invest
in major capital expenditures in order to complete the remaining expansion projects lined up in
line with prior calendar year spending.
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Trends or Uncertainties That May Impact Results of Operations

The Company’s performance will continue to hinge on the overall performance of the
Philippine economy, the natural seasonality of operations, and the competitive environment of
the beverage market in the Philippines. Refer to Note 11 to the Condensed Interim Financial
Statements for a discussion of the Company’s Financial Risk Management.

Significant Elements of Income or Loss that did not Arise from Continuing Operations
There were no significant elements of income or loss that arise from continuing operations.

Seasonality Aspects That May Affect Financial Conditions or Results of Operations

Please refer to Note 4 to the Condensed Interim Financial Statements for a discussion of the
seasonality of the Company’s operations.

Key Performance Indicators
The following are the Company's key performance indicators. Analyses are employed by

comparisons and measurements based on the financial data of the current period against the
same period of previous year.

March 31, December 31,
2021 2020

Current ratio Current assets over current 0.8:1 08:1

liabiliies

Net income plus depreciation

and amortization over total
Solvency ratio liabilities 0.04:1 0.1:1
Bank debt-to-equity | Bank debt over total equity 098:1 0.88:1
ratio
Asset-to-equity ratio | Total assets over equity 3.0:1 3.0:1

For the three months ended
March 31
2021 2020

Gross sales P8.7 billion P8.8 billion
Gross profit margin | Gross profit over net sales 19.01% 16.4%
Operating margin Operating income over net 0.78% 2.3%

sales
Net profit margin Net profit over net sales 0.48% -2.1%
Interest rate Earnings before interest and
coverage ratio taxes over interest expense 09:1 2.0:1
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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.

Issuer; Pepsi-Cola Products Philippines, Inc.

AGUSTIN S. SARMIENTO

Associates Vice-President - Tax & Reporting
and Chief Risk Officer

By:

_ Date: May 14, 2021
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