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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. For the fiscal year ended 31 December 2022

2. SEC Identification Number : 23736

3. BIR Tax Identification No. 000-099-128

4. Exact name of issuer as specified in its charter: Steniel Manufacturing Corporation

5. Province, Country or other jurisdiction of 6. |:| (SEC Use Only)
incorporation or organization Industry Classification Code:
Philippines

7. Address of principal office
Gateway Business Park, Brgy. Javalera, General Trias, Cavite

8. Issuer’s telephone number, including area code
(046) 433-0066
9. Securities registered pursuant to Sections 8 and 12 of the Code or Sections 4 and 8 of the

RSA (information on number of shares and amount of debt is applicable only to corporate
registrants):

Title of Each Number of Shares of Common Stock Outstanding
Class and Amount of Debt Outstanding
Common Shares 1,418,812,081

10. Are any or all of registrant's securities listed on a Stock Exchange?
Yes [ V] No[ ]
11. The Company’s 876,182,045 common shares are listed at the Philippine Stock Exchange.

12. Check whether the issuer:

(a) has filed all reports required 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 [ ] No [v]
(b) has been subject to such filing requirements for the past ninety (90) days.
Yes [ V] No [ ]
13. The aggregate market value of voting stocks held by non-affiliates is Php48,344,686

computed on the basis of the closing share price on July 5, 2006" of Php0.26 per common
share.

1 There were no transactions since July 6, 2006, the date when the Philippine Stock Exchange implemented a temporary trading
suspension on the Company'’s shares.
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PART | - BUSINESS AND GENERAL INFORMATION

Iltem 1. Business

A. Background

Steniel Manufacturing Corporation (“STN” or the “Company”) was incorporated and registered
with the Philippine Securities and Exchange Commission (SEC) on September 13, 1963. The
Company and its subsidiaries (the “Group)” are engaged in the manufacturing, processing,
and selling of all kinds of paper products, paper board and corrugated carton containers, and
all other allied products and processes. The Company is listed in the Philippine Stock
Exchange Inc. (PSE).

On September 11, 2013, the SEC approved the Amended Articles of Incorporation of the
Company, extending the corporate life for another 50 years from September 13, 2013. With
the passage of the Revised Corporation Code of the Philippines (“RCC”), the Company now
has perpetual existence

Following a decision made by the Company’s Board of Directors (BOD) in 1996 to reorganize
the Group, the Company ceased manufacturing operations in June 1997 due to continuing
business losses. As a result, reorganization of the Group was carried out and completed with
the Company’s principal activity now limited to holding of investments.

Prior to 2006, Steniel (Netherlands) Holdings B.V. (“SNHBV”), a company incorporated in
Amsterdam, The Netherlands, owned 82.2716% of the shares of the Company. SNHBV was
then 100%-owned by Steniel (Belgium) Holdings NV (“Steniel Belgium”). In 2006, Steniel
Belgium sold its shares in SNHBV to certain directors and officers of the company. With the
sale of shares, SNHBV became the ultimate parent company.

Consequent to the restructuring of the loan in 2010, the remaining unissued capital stock of
the Company totaling 123,817,953 shares were issued to Roxburgh Investment Limited
(Roxburgh) to reduce the Company’s outstanding debts. The issuance of shares resulted to
recognition of additional paid in capital. As a result, Roxburgh owns 12.3818% of the
Company, while the ownership of SNHBV as well as the public have been reduced to
72.0849% and 15.5333%, respectively.

On January 18, 2012, the shareholders of SNHBV entered into a Share Purchase Agreement
with Right Total Investments Limited (Right Total, a limited liability company incorporated in
British Virgin Islands as an investment company), to purchase up to 100% of the issued and
outstanding shares of SNHBV. With the sale of shares of SNHBV, Right Total became the
owner of the 72.0849% shares of SNHBV consequently making Right Total as the ultimate
parent company.

On January 25, 2012, the Company received a tender offer report from SNHBV offering to
purchase the 279,151,088 shares of minority investing public or 27.92% of the total issued
shares at a price of P0.0012 per share or an aggregate price of P334.9 million. On February
25, 2012, only a total of 2,115,692 common shares were tendered in the Tender Offer and
accepted by SNHBV, constituting 0.0021% of the total outstanding capital stock of the
Company. On March 8, 2012, payment for the Tendered Shares was delivered to the relevant
broker participants on behalf of interested parties and there was a transfer to SNHBV of only
0.76% of the minority shares. Such accepted tender offer did not significantly change the
percentage ownership of the minority investing public.

On June 26, 2019, the Company approved the reacquisition of Steniel Mindanao Packaging
Corporation (“SMPC”), as described below, through a share swap transaction involving the
transfer of 100% of the outstanding capital stock of SMPC in favor of the Company in
exchange for STN shares. The Company also approved the conversion of the loans extended
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by Greenkraft Corporation (“Greenkraft”) and Roxburgh into equity. These approvals were
made in view of the need to address the negative capital of the Company.

As part of the preparations for these share issuances, the Board approved the increase of the
Company’s authorized capital stock from Php1 Billion to Php2 Billion. The same was approved
and ratified by the stockholders during the annual stockholders’ meeting held on July 17, 2019
and reconfirmed on November 19, 2020.

On October 7, 2020, Greenkraft Corporation (Greenkraft), Golden Bales Corporation
(Goldenbales), Corbox Corporation (Corbox), Rex Chua and Clement Chua, as purchasers
(collectively, the Buyer Group) entered into a Share Purchase Agreement with SNHBV as
seller to acquire 649,908,308 common shares of the Company, for a consideration of P64.99
million or P0.10 per share, broken down as follows:

Number of Percentage of

Buyer Shares Ownership
Greenkraft Corporation 216,679,430 21.67%
Corbox Corporation 194,972,492 19.50%
Goldenbales Corporation 194,972,492 19.50%
Clement Chua 21,641,947 2.16%
Rex Chua 21,641,947 2.16%

649,908,308 64.99%

In compliance with the Securities and Regulations Code and its Implementing Rules and
Regulations, the Buyer Group made a tender offer involving the remaining outstanding shares
of the Company, excluding the 70,940,604 common shares of SNHBV not included in the
Share Purchase Agreement. The tender offer commenced on October 12, 2020 and ended on
November 10, 2020 (“Tender Offer Period”). A total of 11,780,533 common shares of STN
were tendered during the Tender Offer Period, which comprise approximately 1.18% of the
total issued and outstanding shares of STN.

Following the completion of the tender offer, SNHBV and the Buyer Group executed the deed
of sale on November 23, 2020 involving the 649,908,308 shares of the Company. The
relevant taxes were paid and the corresponding CAR was secured. As of the date hereof, the
transfer of the 649,908,308 common shares in favor of the Buyer Group has been recorded in
the books of STN. The transfer effectively reduced the shareholding of SNHBV to 5% of the
Company’s outstanding capital stock.

On December 29, 2020, the SEC approved STN'’s application for increase of authorized
capital stock from Php1 Billion to Php2 Billion resulting to the issuance of 418,821,081
common shares in favor of the Buyer Group, Greenkraft and Roxburgh. The increase was (i)
partly subscribed by the share swap transaction wherein STN reacquired SMPC in exchange
for unissued shares of the STN; and (ii) partly subscribed through conversion of liability into
equity.

As at December 31, 2022, SNHBV owns 5% interest in STN.

The Company’s registered address and principal office is located at Gateway Business Park,
Brgy. Javalera, General Trias, Cavite, Philippines.

B. Subsidiaries

The consolidated financial statements include the financial statements of the Company and
the following subsidiaries incorporated in the Philippines:

Percent of Ownership
2022 2021

Steniel Cavite Packaging Corporation (SCPC)* 100 100



Steniel Mindanao Packaging Corporation (SMPC)** 100 100
* Treasure Packaging Corporation (TPC) was merged with SCPC as approved by the SEC on May 30, 2018.

** SMPC was reacquired on December 29, 2020.
1. Steniel Cavite Packaging Corporation (SCPC)

SCPC was incorporated and registered with the SEC on November 9, 1993 primarily to
engage in the manufacturing, processing and selling of all kinds of paper products and
processes.

On June 30, 2006, SCPC’s BOD decided to discontinue its packaging operations in view of
the continued business losses incurred since its incorporation, in addition to difficult economic
and business conditions. SCPC used to purchase, process and resell various paper products
and lease its machinery and equipment to generate income, until 2015 when the former was
discontinued. On January 10, 2017, the SEC approved the equity restructuring of SCPC which
has wiped out the deficit as at December 31, 2016.

TPC was incorporated and registered with the SEC on May 23, 1994 primarily to engage in
the manufacturing, processing, purchasing, and selling on wholesale basis, paper, paper rolls,
paper boards, cartons, containers, packaging material and other pulp and paper products. The
registered office address and principal office of TPC is located at Hernan Cortes Street,
Mandaue City, Cebu, Philippines.

On June 15, 2026 and July 8, 2016, SCPC’s BOD and Shareholders, respectively, approved
the change in its address and principal office at Gateway Business Park, Brgy. Javalera,
General Trias, Cavite.

In 2016, the merger between SCPC and TPC (the former as the surviving entity) was
approved by the BOD and Shareholders of the respective entities. The application for merger
was filed with the SEC on April 10, 2017 and was approved on May 30, 2018.

SCPC'’s principal office is located at Gateway Business Park, Brgy. Javalera, General Trias,
Cavite, Philippines.

2. Steniel Mindanao Packaging Corporation (SMPC)

SMPC was incorporated on June 30, 1995 primarily to engage in the business of
manufacturing, importing, buying, selling or otherwise dealings in, at wholesale and retail, all
kinds of paper, paper rolls, paper boards, cartons, containers, packaging materials and other
pulp and paper products.

As at December 31, 2012, SMPC was a wholly-owned subsidiary of the Company. In
December 2013, the Company sold its 9,249,995 common shares in SMPC to various entities
and individuals.

In 2019, the BOD and Stockholders of the Company approved the reacquisition of shares of
SMPC through a share swap transaction wherein all shareholders of SMPC will exchange all
their shares in SMPC for shares of the Company. In preparation for these share issuances,
the Company’s BOD approved the increase of the Company’s authorized capital stock from
Php1 Billion to Php2 Billion. The same was approved and ratified by the stockholders during
the annual stockholders’ meeting held on July 17, 2019 and reconfirmed on November 19,
2020.

On December 29, 2020, the Company issued 269,250,000 shares to the shareholders of
SMPC effecting the share swap following the SEC approval of the Company’s increase in
authorized capital stock on the same day. The transfer of the SMPC shares in favor of the
Company was subsequently recorded after the relevant CARs were issued by the Philippine
Bureau of Internal Revenue (“BIR”).



SMPC'’s principal place of business is located at Km. 25 National Highway, Bunawan District,
Davao City.

As at December 31, 2022, the operating subsidiaries of the Company are SCPC and SMPC.

C. Transactions with and/or Dependence on Related Parties

Transactions with related parties in the day-to-day course of business include inter-company
sale and/or transfer of inventory and equipment. Related party transactions are always made
at arms-length.

D. Total Number of Employees

The Company has a total of three (3) employees as at December 31, 2022.

E. Patents, Trademarks Copyrights and Licenses

The operations of the Company are not dependent on any copyright, patent, trademark,
license, concession or royalty agreement. The Company has registered the following with the
Intellectual Property Office:

Registration No. Mark Registration Date Expiry Date
September 30, September 30,
518498 @ 2022 2032
September 30, September 30,
518501 STENIEL 2022 2032

F. New Products and Existing or Probable Government Approval for Products or Services

Not applicable.

G. Cost and Compliance with Environmental laws

The Group adopts a proactive approach in respect of environmental laws. All its facilities were
constructed with high standards and in compliance with the basic requirements of existing
environmental regulations. It is not feasible at the moment to determine the incremental cost
of additional compliance with new regulations, if there are any.

H. Bankruptcy, Receivership or Similar Proceedings

Due to the working capital drain experienced by the Group as a result of prior debt service
payments and the difficult business and economic conditions during the period, the Group
found it difficult to sustain further payments of debt while at the same time ensuring continued
operations. The Company failed to settle its outstanding short-term and long-term loans which
were supposed to mature at various dates in 2004, 2005, and 2006 and was declared by the
lending banks in default on May 25, 2006. Subsequently until 2009, the lending banks
assigned and sold their respective outstanding loan balances to various third parties. On
October 14, 2010, one of the new lenders, Greenkraft Corporation (Greenkraft), further
assigned some of its loan receivables to Roxburgh.

After the assignment and sale of loans from the lending banks to third parties, discussions
were made with new creditors/lenders to restructure the outstanding loans covered by the
Omnibus Agreement which the Company has defaulted in 2006. On October 15, 2010, the
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Company and the creditors/lenders signed the Amended and Restated Omnibus Agreement
(the “Amended Agreement”), which finally resolved the default situation. The essential
elements of the Amended Agreement are summarized below:

The outstanding principal and accrued interest expense as at September 30, 2010
was restructured for 25years.

Conditional waiver of penalty and other charges upon the faithful performance by the
Company of the terms of restructuring.

The outstanding principal and accrued interest expense as of September 30, 2010
shall be reduced via dacion en pago or sale of the following properties: (a) all of the
outstanding common and preferred shares of stock in Steniel Land Corporation (SLC);
(b) identified idle assets of the Company and its subsidiaries; and (c) by way of
conversion into equity though the issuance of the Company’s unissued capital stock.

The outstanding principal amount after the dacion en pago or sale of properties shall
be paid in 92 consecutive quarterly installments starting in January 2013.

The outstanding portion of the accrued interest after equity conversion shall be paid in
40 consecutive quarterly installments starting after year 15 from the date of
restructuring.

The restructured accrued interest expense prior to loan restructuring will be subject to
interest of 8% per annum.

Restructured outstanding principal will be subject to interest of 6% per annum for 15
years and 8% per annum and the sixteenth (16") year and onwards.

The restructured loan shall be secured by the assets/collateral pool under the
Collateral Trust Agreement.

All taxes and fees, including documentary stamp taxes and registration fees, shall be
for the account of the Group.

All other costs and expenses of restructuring including documentation costs, legal
fees, and out-of-pocket expenses shall be for the account of the Company, and

Other conditions include:

a. Lenders’ representative to be elected as director in the Company and in each
of its subsidiaries.

b. A merger, reorganization or dissolution of certain subsidiaries in line with the
Business Plan.

c. No dividend declaration or payments until the restructured obligations are fully
paid.

d. No new borrowing, unless with written consent of the lenders.

e. No repayment or prepayment of any debt or obligation (other than operational
expenses), unless with consent of the lenders.

f. Creditor's consent for change in material ownership in the Group and
mortgagors.

g. Standard covenants, representations and warranties.

Dacion en pago and Equity Conversion

The dacion en pago of the Group’s idle machineries, spare parts and the equity conversion
through the issuance of the Company’s capital stock have been completed as at December
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31, 2010. The dacion en pago transaction reduced the outstanding loan principal amount by
P122 million while the equity conversion reduced outstanding accrued interest by P248
million.

The dacion en pago relating to the Group’s shares in SLC and a subsidiary’s land and land
improvements and building improvements has a total value of P290.0 million. In 2012, certain
certificates authorizing registration were issued and reduced the total value from P290.0
million to P289.88 million. The remaining assignment of shares is still for finalization with
buyers to meet the regulatory requirements on transfer of assets as at reporting date and this
is expected to be completed in 2022 after the issuance of Certificate Authorizing Registration
(CAR) by the BIR. The change in ownership and management in early 2012 and the issuance
of CAR generally caused the delay in the implementation of dacion en pago.

In July 2019, the BOD and Stockholders of the Company approved the conversion of debt into
common shares of the Company. Consequently, principal payments on long-term debt were
suspended beginning July 2019. On December 29, 2020, the Company issued shares to the
lenders effecting the debt-to-equity conversion following the SEC approval of the Company’s
increase in authorized capital stock on the same day. The outstanding balance of the
borrowings were reduced by P149.56 million as a result of the debt-to-equity conversion.

Restructuring of Subsidiaries

In 2011, following the provisions in the Amended Agreement, the Company filed a merger
application with the SEC to absorb TPC. On August 12, 2013, following management’s
assessment, the Board of the Company and TPC approved the withdrawal of the merger
application filed with the SEC as the same no longer appears feasible. Management has been
instructed to explore other options, i.e., merger of or with other subsidiaries.

In addition, SCPC submitted a merger application with SEC in October 2011 to absorb three
(3) dormant subsidiaries: (a) Metroplas Packaging Products Corporation (MPPC), (b) Metro
Paper and Packaging Products, Inc. (MPPPI) and (c) Steniel Carton System Corporation
(SCSC) using June 30, 2011 financial statements. On March 2, 2012, the SEC approved the
certificate of filing of the articles and plan of merger, which documents were received by
SCPC on July 31, 2012. All financial information presented for the periods prior to the merger
has been restated to reflect the combined financial statements of the absorbed corporation as
though the merger has occurred at the beginning of 2010.

The Company also has a 39.71% direct and indirect (through SCPC & TPC) interest in SLC.
In 2010, all of the ownership interest of TPC and STN was assigned to Greenkraft, and the
remaining interest of SCPC in SLC is 29.21%.

As at December 31, 2022 and 2021, Greenkraft holds 70.77% interest in SLC while the
remaining interest of SCPC is 29.21%.

Interest Payments

On December 2, 2011, the current creditors/lenders agreed to waive the payment of interest
for the first 2 years of the loan commencing on the restructuring date, to correspond to the
principal repayment as stated in the Amended Agreement. Hence, interest payments shall be
made in accordance with the Amended Agreement but shall commence on the 27" month
after the restructuring date, inclusive of a 2-year grace period. In relation to this, on March 1,
2012, the accrued interest which was capitalized as part of the loan principal in 2010 in
accordance with the Amended Agreement, was also condoned by its major creditors effective
December 31, 2011.

In 2013, due to continuous working capital drain experienced by the Group as a result of
difficult economic and business conditions, the Group requested reconsideration to defer the
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implementation of the loan agreement from the creditors which was acted favorably. The
Group was granted another 2 years extension of principal repayment, reduction of interest
rate from 6% to 2% for the first 5 years and further waive interest charges annually until 2019.
Consequent to the BOD approval of the conversion of debt to common shares of the
Company in 2019, principal and interest payments on long-term debt was suspended
beginning July 2019.

Status of Operations

The Group has temporarily ceased its principal operations and has incurred recurring losses in
prior years resulting to a deficit of P1,070 million and P 1,108 million, as at December 31, 2022
and 2021, respectively.

To improve this condition, the management has taken the following measures:

On July 17, 2019, the BOD and Stockholders of the Company approved the acquisition of
shares of SMPC through a share swap transaction and the conversion of loans from
Greenkraft Corporation and Roxburgh Investments Limited into common shares in the
Company. To accommodate the transactions discussed above, the BOD and Stockholders
approved the amendment of the Articles of Incorporation to increase the authorized capital
stock from P1 billion, divided into one billion common shares to P2 billion, divided into two
billion common shares with par value of P1 per share.

On December 29, 2020, upon the SEC’s approval of the Company’s application for increase in
authorized capital stock, the Company issued shares to the lenders effecting the debt to
equity conversion thereby reducing the outstanding balance of the borrowings by P149.56
million. Further, the Company also issued shares to the shareholders of SMPC effecting the
share swap transaction resulting to a provisional gain of P158.27 million from the acquisition
of a subsidiary. The realization of these transactions resolved the capital deficiency position of
the Group in 2021 and 2020.

There are no known trends, events or uncertainties that will have a material impact on the
Steniel Group’s future operations except those that have already been disclosed in the
foregoing. There are no other sources of revenue or income that are not ordinary in nature.

I. Material Reclassification, Merger, Consolidation, or Purchase or Sale
of a Significant Amount of Assets Not Within the Ordinary Course of Business

As discussed in Note 10 in the Notes to the Consolidated Financial Statements, the Company
reclassified certain remaining assets and shares of stocks in an associate from investment to
assets held-for-sale which was subject to dacion en pago under the provisions of the
Amended Agreement. The assets and shares are measured at lower of the carrying amount
and fair value less cost to sell. The dacion en pago is expected to be completed in 2023.

J. Cost of Research and Development Activities

Not applicable.

K. Major Risks and Management of the Risks

The Company and the creditors/lenders signed the Amended Agreement on October 15, 2010
which restructured the Company’s loans and addressed the default situation. The essential
provisions of the Amended Agreement are discussed in detail in Item 1(H) above and in Note
1 in the Notes to Consolidated Financial Statements.

Please also refer to Note 24 - Financial Risk and Capital Management Objectives and Policies
of the Notes to Consolidated Financial Statements for additional discussions.



Item 2. Properties

Please refer to Note 10 — Asset-Held-for-Sale and Note 11 — Property and Equipment, of the
Notes to Consolidated Financial Statements for the table of properties.

The Group’s building and building improvements, leasehold improvements and machinery and
equipment were mortgaged to secure the payment of long-term debts under mortgage trust
indentures. Consequent to the loan restructuring (please refer to Item 1(H) in the preceding
section), the dacion en pago of the Group’s idle machines and building had been partially
completed as at December 31, 2010 and September 30, 2014 respectively, thereby reducing
outstanding principal amount by Php222 million.

With regard to the dacion of the shares in SLC, the CARs for the transfer of shares to
Greenkraft were issued in 2012. The CARs covering the transfer of shares held by SCPC is
currently being processed. These transactions relating to the Group’s shares in SLC have a
total value of Php190.0 million.

Recent Acquisitions

The Company, through SCPC and SMPC, acquired the box plant assets used by Dole
Philippines, Inc. (“Dole”) in Davao del Norte for the production of its packaging materials. Dole
is engaged in producing fresh fruits for export and local sales.

The box plant assets, all located in Davao Del Norte, consist of the buildings, other land
improvements, machines, motor vehicles as well as the land where the box plant is located.
SCPC acquired the land from Diamond Farms, Inc. on December 1, 2021 for USD2.3 Million
and the rest of the box plant assets from Dole on January 24, 2022 for USD8 Million. Dole
turned over the operations of the box plant assets to SCPC on February 24, 2022.

Simultaneous to the acquisition of the box plant assets was the execution of an agreement
between Dole and SMPC for the supply of boxes, labels and other packaging materials made
of paper related products. With a minimum purchase commitment from Dole, the supply
agreement shall be effective from August 24, 2022 to February 23, 2032, and later extended
to February 23, 2033.

With the foregoing acquisitions and contractual arrangements with Dole, the Company,
through SCPC and SMPC, expects to increase the Group’s production capacity from 60,000
MT to 120,000 MT and double the sales revenue.
Item 3. Legal Proceedings
As of December 31, 2022, neither the Company nor any of its subsidiaries are involved in, or
the subject of, any legal proceedings which, if determined adversely to the Company or the
relevant subsidiary’s interests, would have a material adverse effect on the business or
financial position of Company or any of its subsidiaries.
Item 4. Submission of Matters to a Vote of Security Holders
There were no matters submitted to the vote of security holders during the fiscal year covered
by this report.

PART Il - OPERATIONAL AND FINANCIAL INFORMATION
Item 5. Market for Issuer's Common Equity and Related Stockholder Matters
A. Market Price
The Company’s common shares are listed on The Philippine Stock Exchange, Inc. (“PSE”),
and a summary of the high and low share prices by quarter for the 3-year period ended

December 31, 2006 is as follows:
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18t Quarter | 2"9 Quarter | 3™ Quarter | 4" Quarter
2003 - high 0.100 0.140 0.200 0.210
- low 0.100 0.110 0.120 0.130
2004 - high 0.180 0.150 0.150 0.150
- low 0.130 0.100 0.100 0.120
2005 - high 0.260 0.180 0.150 0.150
- low 0.120 0.125 0.110 0.110
2006 - high 0.780 0.600 0.260 No
- low 0.110 0.200 0.250 transaction

The PSE has implemented a temporary trading suspension on the Company’s shares
following a disclosure dated July 5, 2006 relative to the authorization granted by the
shareholders of the Company to enter into rehabilitation proceedings.

B. Holders

As of December 31, 2022, the top twenty (20) stockholders of the Company are the following:

Name Citizenship No. of %
shares

1 Greenkraft Corporation Filipino 317,916,912 22.41%
2 | Golden Bales Corporation Filipino 275,747,492 19.44%
3 | Corbox Corporation Filipino 275,747,492 19.44%
4 | Roxburgh Investments Limited BVI 261,910,502 18.46%
5 | PCD Nominee Corporation Filipino 71,555,009 5.04%
6 | Steniel (Netherlands) Holdings B.V. Dutch 70,940,604 5.00%
7 | Rex Chua Filipino 30,607,972 2.16%
8 | Clement Chua Filipino 30,607,972 2.16%
9 | Valmora Investment & Management Filipino 10,443,860 0.74%

Corporation
10 | Rustico and/or Lolita Garingan Filipino 2,097,276 0.15%
11 | Delfin R. Maceda Filipino 1,980,000 0.14%
12 | PCD Nominee Corporation Non-Filipino 1,954,703 0.14%
13 | Calvin C. Chua Filipino 1,828,500 0.13%
14 | Tower Securities Inc. Filipino 1,685,333 0.12%
15 | AB Capital Securities Inc. Filipino 1,490,886 0.11%
16 | Sally C. Ong Pac Filipino 1,450,000 0.10%
17 | Leonardo T. Siguion-Reyna Filipino 1,151,839 0.08%
18 | Ella C. Santiago and/or Manuel A. Filipino 1,100,000 0.08%

Santiago
19 | Christopher Chua Filipino 1,000,000 0.07%
20 | Eastern Securities Development Filipino 954,505 0.07%

Corporation

The Company’s securities consist of outstanding common shares.

As of December 31, 2022, the Company has a public float level of 13.11%.

C. Dividends

The Company did not declare any dividends for the years ended December 31, 2020, 2021
and 2022. Based on its By-Laws, dividends may be declared from the surplus profit at such
time or times and in such percentage as the Company’s Board may deem proper. No

dividend shall be declared that will impair the capital of the Company. Stock dividend shall be
declared in accordance with the law.
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D. Recent Sales of Unregistered Securities

Pursuant to the increase in the Company’s authorized capital stock from 21,000,000,000.00 to
P2,000,000,000.00 which was approved by the SEC on December 29, 2020, the Company
issued a total of 418,821,081 common shares to the following entities, natural and juridical, as
a result of the share swap transaction and debt-to-equity conversion:

1. Share Swap Transaction

Name No. of Shares
Greenkraft Corporation 89,767,950
Corbox Corporation 80,775,000
Golden Bales Corporation 80,775,000
Rex Chua 8,966,025
Clement Chua 8,966,025
TOTAL 269,250,000

2. Debt to Equity Conversion

Name No. of Shares
Greenkraft Corporation 11,469,532
Roxburgh Investment Limited 138,092,549
TOTAL 149,562,081

Item 6. Management’s Discussion and Analysis or Plan of Operation

Consolidated revenues for the current year totaled Php 2,205 million while revenue recorded
last year amounting to Php 1,276 million. Revenues on both years mainly consist of the
manufacturing and selling of cartons and packaging materials to domestic and international
markets.

Cost of sales and expenses applicable to the manufacturing business totaled Php 1,824
million for the current year and Php 1,140 million for the previous year. Gross profit margin for
the current period posted at 17.31%, compared to last year's margin of 10.71%. The sharp
decrease for the current year was due to the consolidation of the manufacturing business.

Operating expenses during the current year posted Php 268.133 million compared to last year
of Php 115.079 million. The increase of Php 153.054 million consist of costs incurred to
support the manufacturing activities.

Financing charges recognized during the current year is mainly related to long term bank
borrowings to support the plant’s operation amounted to Php 41.711 million.

Other charges, net for the period ending 2022 amounted to Php 36.722 million compared to
last year other income Php 12.183 million. The significant decrease is attributable to foreign
exchange loss recognized during the year amounting to Php 51.432 million.

Income tax expense applicable for the current year amounted to Php 2.635 million compared
to Php 0.984 million in 2021.

Overall, the Group realized a consolidated net income of Php 28.355 million for the year

ended December 31, 2022 compared to Php 17.965 million last year. The significant increase
was mainly attributed to the increase in the gross profit resulting from operations this year.
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Financial Position

Total current assets as at December 31, 2022, totaled Php 3,117.334 million as compared to
Php 1,387.861 million in 2021. The increase was mainly due to the increase in inventories to
supply increasing sales of the Group. Non-current assets also increased to Php 873.317
million as at current year-end against last year's Php 693.772 million.

The Group’s consolidated current liabilities as at current year-end totaled Php 2,826.918
million as compared in 2021 of Php 1,167.908 million. The significant increase was mainly
attributed to the increase in purchases. SMPC, the operating subsidiary’s working capital was
secured from bank loans to sustain its operation and commitments to clients.

Total assets as at year-end 2022 totaled Php 4,118.229 million compared to Php 2,080.633
million in 2021. In view of the foregoing discussions, the Steniel Group’s current ratio during
the year recorded at 1.10 and last year at 1.19. Debt-to-equity ratio in 2021 is 4.46 compared
last year at 1.85.

Plans and Strategies

The Company temporarily ceased its operations due to heavy losses incurred in prior years
that Management had to take measures to mitigate the losses and look for means to address
the Retained Earnings and Capital Deficiency. Action plans had been gradually implemented
until July 2019 when the Board approved the re-acquisition of SMPC through a share swap
transaction and the conversion of the outstanding long-term loans from creditors Greenkraft
and Roxburgh into common shares of the Company. Subsequently, the Company’s
shareholders approved the amendment of the Company’s Articles of Incorporation to
accommodate the transactions.

On December 29, 2020, following the approval of SEC of the Company’s application for
increase of authorized capital stock from Php1 Billion divided into 1 Billion common shares to
Php2 Billion divided into 2 Billion common shares, the Company issued a total of 418,821,081
shares resulting from the debt to equity conversion and share swap transaction.

The issuance of 149,562,081 shares to the creditors effecting the debt to equity conversion
reduced the outstanding loan by Php 149.56 Million. The issuance of 269,250,000 shares to
the shareholders of SMPC and issuance of corresponding CARs, effecting the share swap
transaction valued at Php269.250 Million, resulted to the reacquisition of SMPC as a wholly
owned subsidiary of the Company.

Corollary to this, the Company recognized a provisional income of Php 158.265 Million for the
period ending December 31, 2020 attributed to the share swap. Management employed the
services of third-party valuation specialists to ascertain the fair value of consideration
transferred and the fair value of the net assets of the acquired subsidiary amounting to Php
536.709 Million resulting to a final net gain on acquisition amounting to Php 267.459 Million
lodged under Other Income in 2020 and 2021. Further, the realization of the foregoing
transactions resolved the capital deficiency of the Group in 2021 and 2020.

The Management is optimistic for the Group to get back to its core business, more competitive
with sustainable and profitable operation.

There are no known trends, events or uncertainties that will have a material impact on the
Group’s future operations except those that have already been disclosed in the foregoing.

Item 7. Financial Statements

The Company’s consolidated and separate audited financial statements for the period ended
December 31, 2022 attached as Annexes “A” and “B”.
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Item 8. Changes in and Disagreements with Accountants on
Accounting and Financial Disclosure

There are no changes in or disagreements between the Company and the accountants on
matters of accounting and financial disclosure.

PART Il - CONTROL AND COMPENSATION INFORMATION
Item 9. Directors and Executive Officers of the Company

The term of office of directors of the Company is one (1) year. As of December 31, 2022, the
directors and executive officers of the Company were:

Directors Age | Position
Nixon Y. Lim 52 | Chairman/President & CEO
Mark O. Vergara 57 Director
Eliza C. Macuray 64 | Director and Treasurer
Esteban C. Ku 57 | Director
Kenneth George D. Wood 64 | Lead Independent Director
Adam Anthony S. Cabe llI 47 | Independent Director
Rhea M. Alarcon 52 Independent Director

A. Board of Directors

Nixon Y. Lim

Mr. Lim is the President of Green Siam Resources Corporation, Greenkraft Corporation,
Golden Bales Corporation and Greenkraft Corporation. Mr. Lim has worked extensively in the
packaging business, particularly in the field of sales, marketing, manufacturing and finance.
Mr. Lim is also a director of Crown Equities, Inc., a publicly listed company. He holds a degree
in BS Physics from the De La Salle University, Manila, having graduated in 1992.

Mark O. Vergara

Mr. Vergara is a senior partner of the firm Martinez Vergara & Gonzalez Sociedad. He
received his Juris Doctor degree from the Ateneo de Manila Law School in 1992, and his
Bachelor of Science in Legal Management degree from the Ateneo de Manila University in
1988. He was admitted to the Philippine Bar in 1993. Mr. Vergara is currently a Director and
Corporate Secretary of Chroma Philippines, Inc., Pacific Harbor Investment Holdings Phils.,
Inc., Pebble Beach Properties, Inc., and MV Holdings Inc. He is also a director of ExIService
Philipppines, Inc., and Prime Solutions and Consultancy, Inc. Mr. Vergara is the Corporate
Secretary of Citicorp Financial Services and Insurance Brokerage Philippines, Inc.,
CitifFinancial Holdings, Inc. and Green Siam Resources Corporation.

Eliza C. Macuray

Ms. Macuray received her Bachelor of Science in Commerce, major in Accounting, from
Arellano University. Prior to her joining the Group, her previous work experience was with
United Pulp and Paper Co., Inc. for more than 2 decades, where she gained her experience in
the paper business, particularly in finance with focus on tax matters. She also served as
Accountant to Orange Performance Techniques Inc. She is currently the Comptroller of
Container Corporation of the Philippines.

Esteban C. Ku

Mr. Ku holds a degree in Bachelor of Science, Major in Chemical Engineering from the
University of San Carlos in Cebu City, where he graduated in 1988. From 1989 to 1992, he
was a production supervisor for International Pharmaceutical, Inc. in Xiamen, China. He has
since focused on the packaging business, having gained extensive experience in plant
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operations, sales and marketing and finance. Mr. Ku is currently the Managing Director of
Corbox Corporation and Pakmaster Packaging Co.

Kenneth George D. Wood

Mr. Wood received his Bachelor of Science in Commerce, Major in Accounting, graduating
with Magna cum Laude honors. He has been a certified public accountant since 1981. He has
advised investors extensively on taxation aspects of doing business in the Philippines,
especially at the Clark Special Economic Zone. He was previously the Head of the Raw
Materials Department and Cost Accountant for Container Corporation of the Philippines and
Officer-in-Charge of the Management Information Systems Department of the Clark
Development Corporation.

Adam Anthony S. Cabe Il

Mr. Cabe is an associate of the firm Carpio & Duterte. He received his Bachelor of Laws
degree from the Arellano University School of Law and his Bachelor of Science in
Management, Major in Entrepreneurship from San Beda College in 1998. He was admitted to
the Philippine Bar in 2016. He served the government for more than eight (8) years as an
executive staff of the Government Service Insurance System and Presidential Commission for
Good Governance.

Rhea M. Alarcon

Rhea M. Alarcon is a Partner at Design to Make a Difference, Inc. (Plus63 Design Co.) and a
Managing Partner at Gem Sign Company. Ms. Alarcon was formerly a Partner and Managing
Director of Ideals Creatives, Inc. from 2006 to 2011. She also acted as Deputy Executive
Director of Children’s Hour Philippines, Inc. from 2002 to 2007, and the Executive Director of
Culinary Education Foundation from 2001 to 2002. Ms. Alarcon was Supervisor and
Department Head — Community Relations and Internal Affairs at Globe Telecom, Inc. from
1995 to 2000. Ms. Alarcon received her Bachelor of Science, Major in Hotel and Restaurant
Administration, from the University of the Philippines. She also completed units in Masters of
Community Development program from the same university.

B. Executive Officers

The business experience of Mr. Lim, President and CEO, and Ms. Macuray, Treasurer, are
provided above.

The Company considers the efforts of its directors, officers and employees to be the driving
factor behind the success of its business operations, and generally regards all such
individuals to be significant officers and employees.

C. Family Relationships

There are no family relationships between directors and executive officers of the Company up
to the fourth civil degree.

D. Involvement in Legal Proceedings

Neither the Company nor any of its subsidiaries are involved in, or the subject of, any legal
proceedings which, if determined adversely to the Company or the relevant subsidiary’s
interests, would have a material effect on the business or financial position of the Company
or any of its subsidiaries.

The Company and its subsidiaries are not involved in any bankruptcy, receivership or similar
proceedings.
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Item 10. Executive Compensation

A. Compensation Summary

For each of the years ended December 31, 2022, 2021 and 2020, the total salaries,
allowances and bonuses paid to the most highly compensated executive officers are as
follows:

SUMMARY ANNUAL COMPENSATION TABLE

Name and Principal Position Period Salary Bonus

Most highly compensated executive officers 2022 2,949,000.00 0
Nixon Lim 2021 2,831,037.00 0
Eliza Macuray 2020 884,000.00 0

No other directors and executive officers are receiving compensation.

B. Standard Arrangements

Other than payment of reasonable gross per diem for every meeting, there are no standard
arrangements pursuant to which the Board of Directors are compensated, or are to be
compensated, directly or indirectly, for any services provided as director.

Item 11. Security Ownership of Certain Record and Beneficial Owners and

Management

A. Security Ownership of Certain Record and Beneficial Owners

As of December 31, 2022, the stockholders holding more than 5% of the Company’s voting

securities were:

Name, address of record owner and Name of Citizenship No. of Percent
relationship with issuer Beneficial Common

Owner and Shares

Relationship Held

with Record

Owner

Greenkraft Corporation record and Filipino 317,916,912 | 22.41%
W. Ng Bldg., MacArthur Highway cor. beneficial
Rovimar St., Brgy. Balibago, Angeles,
Pampanga
Golden Bales Corporation record and Filipino 275,747,492 | 19.44%
Km. 14 After Panacan Substation, beneficial
Panacan, Davao City, Davao del Sur
Corbox Corporation record and Filipino 275,747,492 | 19.44%
Purok Gemelina, Tayud, Lilo-an, Cebu beneficial
Roxburgh Investments Limited record and BVI 261,910,502 | 18.46%
P.O. Box 957, Offshore Incorporations beneficial
Center Road Town, Tortola, British
Virgin Islands
PCD Nominee Corporation Philippine Central Filipino 71,555,009 5.04%
6" FIr. Makati Stock Exchange, 6767 | Depository, Inc.’s
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Ayala Ave., Makati City
Various
Participants

B. Security Interest of Directors and Management

As of December 31, 2022, the security interest of directors and management is as follows:

Name and Address of Title of Amount and Nature of Citizenship Percentage
Owner Class Beneficial Ownership
Nixon Y. Lim Common 1 (Direct) Filipino 33.76
478,935,348 (Indirect)
Mark O. Vergara Common 1 (Direct) Filipino 5.00
70,940,604 (Indirect)
Eliza C. Macuray Common 1 (Direct) Filipino nil
Esteban C. Ku Common 1 (Direct) Filipino 6.48
91,906,639 (Indirect)
Kenneth George D. Wood Common 1 (Direct) Filipino nil
Adam Anthony S. Cabe Il Common 1 (Direct) Filipino nil
Rhea M. Alarcon Common 1 (Direct) Filipino nil

Except as disclosed above, there is no director or key officer of the Company that owns at
least 10% of its issued and outstanding capital stock.

C. Voting Trust Holders of 5% or More

There are no persons holding more than 5% of a class under a voting trust or nay similar
agreements as of balance sheet date.

D. Change in Control

On October 7, 2020, Greenkraft Corporation (Greenkraft), Golden Bales Corporation
(Goldenbales), Corbox Corporation (Corbox), Rex Chua and Clement Chua, as purchasers
(collectively, the Buyer Group) entered into a Share Purchase Agreement with Steniel
(Netherlands) Holdings B.V. (“SNHBV”) as seller to acquire 649,908,308 common shares of
the Company, for a consideration of P64.99 million or P0.10 per share, broken down as
follows:

Number of Percentage of

Buyer Shares Ownership
Greenkraft Corporation 216,679,430 21.67%
Corbox Corporation 194,972,492 19.50%
Goldenbales Corporation 194,972,492 19.50%
Clement Chua 21,641,947 2.16%
Rex Chua 21,641,947 2.16%

649,908,308 64.99%

In compliance with the Securities and Regulations Code and its Implementing Rules and
Regulations, the Buyer Group made a tender offer involving the remaining outstanding shares
of the Company, excluding the 70,940,604 common shares of SNHBV not included in the
Share Purchase Agreement. The tender offer commenced on October 12, 2020 and ended on
November 10, 2020 (Tender Offer Period). A total of 11,780,533 common shares of STN were
tendered during the Tender Offer Period, which comprise approximately 1.18% of the total
issued and outstanding shares of STN.
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Following the completion of the tender offer, SNHBV and the Buyer Group executed the deed
of sale on November 23, 2020 involving the 649,908,308 shares of the Company. The
relevant taxes were paid and the corresponding CAR was secured. As of the date hereof, the
transfer of the 649,908,308 common shares in favor of the Buyer Group has been recorded in
the books of STN. The transfer effectively reduced the shareholding of SNHBV to 5% of the
Company’s outstanding capital stock.

On December 29, 2020, the SEC approved STN’s application for increase of authorized
capital stock from Php1 Billion to Php2 Billion resulting to the issuance of 418,821,081
common shares in favor of the Buyer Group, Greenkraft and Roxburgh. The increase was (i)
partly subscribed by the share swap transaction wherein STN reacquired SMPC in exchange
for unissued shares of the STN; and (ii) partly subscribed through conversion of liability into
equity.

With the completion of the aforesaid transactions, the cumulative control of the Buyer Group
stands at 64.59% of the Company.

Item 12. Certain Relationships and Related Transactions

Transactions with related parties in the day-to-day course of business include inter-company?
sale and/or transfer of inventories and equipment. Related party transactions are always at
arm’s-length. Please refer also to Note 15 - Related Party Transactions of the Notes to the
Consolidated Financial Statements.

PART IV — CORPORATE GOVERNANCE
Item 13. Corporate Governance

On May 29, 2017, the Company approved its Revised Manual of Good Corporate Governance
(the “Manual”) based on the Code of Corporate Governance for Publicly-Listed Companies
issued by the SEC. The Company constantly seeks to adhere to the principles of good
corporate governance as embodied in the Manual. Internal systems are established to ensure
feedback, control and accountability, that relates in particular to integrity of financial reporting
and ensure compliance with applicable laws and regulations, thereby fostering Board and
Management responsibility to the Company’s stakeholders. The Board and Management
continually seeks to enhance compliance with the Manual by undertaking measures to
implement policies prescribed under the Manual. There has been no known material
deviation from the Manual.

PART V - EXHIBITS AND SCHEDULES

Item 14. Exhibits and Reports on SEC Form 17-C

(a) Exhibits
Annex Description of Document
A 2022 Consolidated Audited Financial Statements of Steniel Manufacturing
Corporation
B 2022 Separate Audited Financial Statements of Steniel Manufacturing
Corporation
C Sustainability Report

(b) Reports on SEC Form 17-C (Current Report) filed in 2022

Date Description of Document
A Resignation of Assistant Corporate Secretaries

2 Pertaining to transactions within the Steniel Group.
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Steniel Manufacturing Corporation

Gateway Business Park, Brgy. Javalera, General Trias, Cavite

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The Management of Steniel Manufacturing Corporation and Subsidiaries (the“Company”) is
responsible for the preparation and fair presentation of the financial statements including the
schedules attached therein,for the years ended December 31, 2022 and 2021, in accordance with
Philippine Financial Reporting Standards, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error. '

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

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

The BOD reviews and approves the financial statements including the attached schedules 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. ,

frman of the Board/President/CEQ

Za%. MACU%
Chief Finance Officer

Signed this 5th™ day of March, 2024
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R.G. Manabat & Co.

The KPMG Center, 6/F

6787 Ayala Avenue, Makati City
Philippines 1209

Telephone +63 (2) 8885 7000

Fax +63 (2) 8894 1985
Internet www.home.kpmg/ph
Email ph-inquiry@kpmg.com

REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders

Steniel Manufacturing Corporation

Gateway Business Park

Brgy. Javalera, General Trias, Cavite, Philippines

Opinion

We have audited the consolidated financial statements of Steniel Manufacturing
Corporation and Subsidiaries (the “Group”), which comprise the consolidated statements
of financial position as at December 31, 2022 and 2021, the consolidated statements of
comprehensive income, consolidated statements of changes in equity and consolidated
statements of cash flows for each of the three years in the period ended

December 31, 2022, and notes, comprising a significant accounting policies and other
explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at

December 31, 2022 and 2021, and its consolidated financial performance and its
consolidated cash flows for each of the three years in the period then ended
December 31, 2022 in accordance with Philippine Financial Reporting Standards
(PFRS).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSA).
Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Consolidated Financial Statements section of our
report. We are independent of the Group 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 consolidated financial statements in the
Philippines, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the Code of Ethics. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Firm Regulatery Registration & Accraditation:
PRC-BOA Registration No. 0003, valid until September 20, 2026
IC Accreditation No. 0003-1C, Group A. vafid for five (5) years covering the audit of 2020 to 2024
financial statements (2019 financial statements are covered by IC Circular Letter {CL) No. 2019-39, Transition clause)
BSP Accreditation No. 0003-BSP, Group A, valid for five (5) years cavering the audit of 2020 to 2024
financial statements (2019 financial statements are covered by BSP Monetary Board Resolution No. 2161, Transition clause}

R.G. Manaba: & Ce., 2 Philipping parnership 2nd a member firm of the KPMG giobal organization of incependent member frms
affiliated with KPMG Interaational Limited. a private English company mted v guarantes,
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Key Audit Matter

Key audit matter is a matter that, in our professional judgment, was of most significance
in our audit of the consolidated financial statements of the current period. This matter is
addressed in the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on
this matter.

Revenue Recognition (P2,205,413 million)
Refer to Note 18 of the consolidated financial statements.

The risk

Revenue is an important measure used to evaluate the performance of the Group. it
is accounted for when control of the goods or services is transferred to the customer
over time or at a point in time. Professional standards require us to make a
rebuttable presumption that the fraud risk from revenue recognition is a significant
risk. :

There may be pressure for management to achieve certain targets and budgets
which increase the risk of fraudulent premature revenue recognition. There is a
potential risk of fraud relating to overstatement of revenue through recording of
fictitious sales or recording sales made in subsequent accounting period in the
current period. The revenue recognition processes, and measurement of the Group
are determined to be not complex and involve little or no judgment and estimation
across the Group, therefore, the risk of error around revenue recognition is reduced
o low.

Our response
We have performed the following audit procedures on revenue recognition:

=« We tested the design and operating effectiveness of the key controls over
revenue recognition.

»  We tested, on a sampling basis, sales transactions throughout the year and for
the first month of the following financial year to the supporting documentation
such as sales invoice, delivery receipts, and shipping documents to assess
whether these fransactions occurred and are recorded in the correct financial
year.

We tested journal entries posted fo revenue accounts, including any unusuai or
irregular items.

=  We evaluated the adequacy and appropriateness of relevant disclosures in the
consolidated financial statements.

Other Information

Management is responsible for the other information. The other information comprises
the information included in the SEC Form 20-1S (Definitive Information Statement) and
SEC 17-A for the year ended December 31, 2022, but does not include the consolidated
financial statements and our auditor’s report thereon, which is expected to be available
after the date of auditor's report. The SEC Form 20-IS and SEC Form 17-A for the year
ended December 31, 2022 are expected to be made available to us after the date of this
auditor’'s report.




Our opinion on the consolidated financial statements does not cover other information,
and we do not express any form of assurance conclusion thereon.

In connection with our audits of the consolidated financial statements, our responsibility
is to read the other information identified above when it becomes available and, in doing
80, consider whether the other information is materially inconsistent with the
consolidated 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
Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with PFRS, and for such internal control as
management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or
error,

In preparing the consolidated financial statements, management is responsible for
assessing the Group’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 or to cease its operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Group's financial
reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated
financial 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 PSA will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with PSA, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

= ldentify and assess the risks of material misstatement of the consolidated 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 internal control.

= Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
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= 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 Group’s ability fo 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 consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Qur conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the Group to cease to continue as a going concern.

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

= Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely responsible for our audit
opinion.

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

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

From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the consolidated financial
statements of the current period and therefore the key audit matter. We describe this
matter in our auditors’ report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of such
communication.




The engagement partner on the audit resulting in this independent auditors’ report is
John Molina.

R.G. MANABAT & CO.

)L W

JOHN MOLINA

Partner

CPA License No. 0092632

Tax Identification No. 109-916-107

BIR Accreditation No. 08-001987-023-2022
Issued June 2, 2022; valid until June 2, 2025

PTR No. MKT 10075189
Issued January 2, 2024 at Makati City

March 8, 2024
Makati City, Metro Manila




STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Amounts in Thousands)

.December 31

Note 2022 2021
ASSETS
Current Assets :
Cash 6, 24 P49,609 P85,853
Receivables - net 5,7, 15 24 861,271 424 786
Inventories - net 5, 8 1,888,460 642,676
Prepaid expenses and other current
assets - net » 5 9 197,394 132,946
2,896,734 1,266,261
Asset held-for-sale 10 120,600 120,600
Total Current Assets 3,117,334 1,386,861
Noncurrent Assets
Property and equipment - net 5 11, 14 873,317 546,092
Right-of-use asset - net 5, 23 24,870 32,640
Investments in equity instruments 12, 24 99,089 105,712
Other noncurrent assets 3,618 9,328
Total Noncurrent Assets 1,000,895 693,772
- P4,118,229 P2,080,633
LIABILITIES AND EQUITY
Current Liabilities
Trade payables and other current liabilities 5 13 24 P2,037,233 P571,784
Amounts owed to related parties 5, 15 24 59,620 67,622
Loans payable 1, 15, 14, 24 723,388 521,747
Current portion of lease liabilities 5, 23, 24 6,677 8,755
Total Current Liabilities 2,826,918 1,167,908
Noncurrent Liabilities
Loans payable, net of current portion 1, 14, 24 504,970 130,401
~ Lease liabilities - net of current portion 5, 23, 24 20,876 27,585
Retirement benefits liability 16 9,904 7,385
Deferred tax liabilities - net 5, 22 1,316 16,075
Total Noncurrent Liabilities 537,066 181,446
Total Liabilities 3,363,984 1,349,354
Equity
Capital stock 17 1,418,812 1,418,812
Additional paid-in capital 408,423 408,423
Reserve for retirement benefits liability 204 1,211
Net unrealized loss on investments in
equity instruments 12 (3,346) 10,646
Deficit 1 (1,069,848) (1,107,813)
Total Equity 754,245 731,279
P4,118,229 P2,080,633

See Notes to the Consolidated Financial Statements.




STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Amounts in Thousands, Except Basic and Diluted Earnings Per Share)

Years Ended December 31

Note 2022 2021 2020
REVENUES
Product sales 18 P1,716,844 P1,231,289 P -
Service income 18, 23 483,186 45216 -
Rent income 18, 23 5,383 - 40,000
REVENUES 2,205,413 1,276,505 40,000
COST OF SALES AND
SERVICES 19 1,823,634 1,139,846 2
GROSS PROFIT 381,779 136,659 39,998
OPERATING EXPENSES 20 268,133 115,079 5,788
OPERATING INCOME 113,646 21,580 34,210
FINANCE CHARGES 13, 14, 23 (45,934) (14,814) -
OTHER INCOME - Net 21 (36,722) 12,183 277,254
INCOME BEFORE INCOME
TAX 30,990 18,949 311,464
INCOME TAX EXPENSE - 22 2,635 984 10,066
NET INCOME 28,355 17,965 300,498
OTHER COMPREHENSIVE
INCOME (LOSS)
Items that will not be
reclassified to profit or loss
Unrealized gain (loss) on
financial assets at fair value
through other comprehensive
income 12 (4,382) 23,996 10,619
Remeasurement of defined
benefit obligation 16 (1,343) 1,639 -
Income tax expense (benefit) 336 (410) -
Effect of changes in tax rate - (18) -
(5,389) 25,207 10,619
TOTAL COMPREHENSIVE . .
INCOME P22,966 P43,172 P311,117
Basic and Diluted Earnings v
Per Share 17 P0.0129 (P0.0016) P0.1891

See Notes to the Consolidated Financial Statements.
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STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

Years Ended December 31

Note 2022 2021 2020
CASH FLOWS FROM

OPERATING ACTIVITIES
Income before income tax P30,990 P18,949 P311,464
Adjustments for: '

Depreciation 11, 19, 20, 23 232,198 122,442 967

Unrealized foreign exchange

foss ' 21 (65,901) 1,009 -
Interest expense 13, 14 41,711 12,239 -
Allowance for impairment '

losses on receivables 7 12,5682 20,814 -

Dividend income 12, 21 (4,759) (5,715) (1,697)

Interest on lease 23 4,223 2,575 -

Gain on sale of property and

equipment 11 (4,000) - -
Provision for (reversal) of

provision for inventory

obsolescence -8 3,960 (15,388) -

Retirement expense 16 1,360 1,450 -

Interest income 6, 21 (38) (25) (19)

Reversal of allowance for

impairment of prepaid taxes 9, 27 . - (7,993)

Provisional gain on

acquisition of SMPC 5, 21 - - (267,459)
Operating income before

working capital changes 252,326 168,350 35,263
Decrease (increase) in: :

Receivables (449,067) (109,144) 63,342

Inventories (1,249,744) 38,722 -

Prepaid expenses and other

current assets (81,507) (31,285) 12,454
Increase (decrease) in:
Trade payables and other
current liabilities 1,465,449 90,135 (89,716)
Net cash generated from :

(used in) operations (62,543) 146,778 21,343
interest paid (41,711) (12,239) -
Dividend received 4,759 5,715 1,697
Benefits paid 16 (184) (284) -
Interest received 38 25 19
Net cash provided by (used in)

operating activities (99,641) 139,995 23,059

Forward




Years Ended December 31

Note 2022 2021 2020

CASH FLOWS FROM

INVESTING ACTIVITIES
Additions to property and

equipment 11 (P514,561) (P168,707) P -
Proceeds from sale of property

and equipment 30,000 - -
Proceeds from sale of

investments in equity

instruments 12 29,071 17,951 1,715
Additions to investments in

equity instruments 12 (26,830) (15,826) (28,280)
Decrease in other noncurrent i

assets 5,709 5,942 -
Cash from acquisition of a

subsidiary 5 - - 34,257
Net cash provided by (used in)

investing activities (476,611) (160,640) 7,892
CASH FLOW FROM

FINANCING ACTIVITIES
L.oan availment 1,558,111 769,139 -
Payments of loans payable 14 (916,000) (654,247) -
Decrease in amounts owed to

related parties (8,002) (61,012) -
Payment of finance lease

liability (69,878) (8,583) -
Interest paid on leases (4,223) (2,575) -
Net cash provided by financing

activities ' 560,008 42,722 -
NET INCREASE (DECREASE)

IN CASH (16,244) 22,077 30,751
CASH AT BEGINNING OF YEAR 65,853 43,776 13,025
CASH END OF YEAR 6 P49,609 - P65,853 P43,776

See Notes to the Consolidated Financial Statements.




STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in Thousands Unless Otherwise Indicated)

1. Reporting Entity

Steniel Manufacturing Corporation (STN or the “Parent Company”) was incorporated
and registered with the Philippine Securities and Exchange Commission (SEC) on
September 13, 1963. The Parent Company and its subsidiaries (the “Group)” are
engaged in the manufacturing, processing, and selling of all kinds of paper products,
paper board and corrugated carton containers, and all other allied products and
processes. The Parent Company shares of stocks are listed for trading at the -
Philippine Stock Exchange Inc. (PSE). Its secondary purpose includes to do and
perform all acts and things necessary, including the exercise of powers, authorities
and attributes conferred upon corporations organized under the laws of the Republic
of the Philippines in general and upon domestic corporations of like in particular.

On September 11, 2013, the SEC approved the Amended Articles of Incorporation
(AQI) of the Parent Company, extending the corporate life for another fifty (50) years
from September 13, 2013. Pursuant to the Revised Corporation Code of the
Philippines, which took effect in February 2019, the Parent Company shall have a
perpetual existence because the Parent Company did not elect to retain its specific
corporate term under its AOL

Following a decision made by the Board of Directors (BOD) in 1996 to reorganize the
Group, the Parent Company ceased manufacturing operations in June 1997 due to
continuing business losses. As a result, reorganization of the Group was carried out

and completed with the Parent Company’s principal activity now limited to holding of
investments.

The ultimate parent of the Group is Steniel (Netherlands) Holdings B.V. (SNHBV),
incorporated in Amsterdam and the registered owner of 82.2715% of the shares of
the Parent Company prior to restructuring of the loan in 2019. The remaining
17.7284% of the shares are widely heid. ’

Consequent to the restructuring of the loan in 2010, remaining unissued capital stock
of the Parent Company totaling 123,818,000 shares were issued to Roxburgh
Investment Limited (Roxburgh) to reduce the Parent Company’s outstanding debts
(Note 17). The issuance of shares resulted to recognition of additional paid in capital.
As a result, Roxburgh owns 12.3818% of the Parent Company, while the ownership
of SNHBV as well as the public have been reduced to 72.0849% and 15.5333%,
respectively.

On January 18, 2012, the shareholders of SNHBV entered into a Share Purchase
Agreement with Right Total investments Limited (Right Total, a limited liability
company incorporated in British Virgin Islands as an investment company), to
purchase up to 100% of the issued and outstanding shares of SNHBV. With the sale
of shares of SNHBV, Right Total became the owner of the 72.0849% shares of
SNHBV consequently making Right Total as the ultimate parent company.




On January 25, 2012, the Parent Company received a tender offer report from
SNHBV to purchase the 279,151,088 shares of minority investing public or 27.92%
~of the total issued shares at a price of P0.0012 per share or an aggregate price of
P334.9 million. On February 25, 2012, only a total of 2,115,692 common shares
were tendered in the Tender Offer and accepted by SNHBV, constituting 0.0021% of
the total outstanding capital stock of the Parent Company. On March 8, 2012,
payment for the Tendered Shares was delivered to the relevant broker participants
on behalf of interested parties and there was a transfer to SNHBV of only 0.76% of
the minority shares. Such accepted tender offer did not significantly change the
percentage ownership of the minority investing public.

On October 7, 2020, Greenkraft Corporation (Greenkraft), Golden Bales Corporation
(Goldenbales), Corbox Corporation (Corbox), Rex Chua and Clement Chua, as
purchasers (collectively, the Buyers) entered into a Share Purchase Agreement with
SNHBV as seller to acquire 649,908,308 common shares of the Parent Company, for
a consideration of P64.99 million or P0.10 per share, broken down as follows:

Number of Percentage of

Buyer Shares Ownership
Greenkraft Corporation 216,679,430 21.67%
Corbox Corporation 194,972,492 19.50%
Goldenbales Corporation - 194,972,492 19.50%
Clement Chua 21,641,947 2.16%
Rex Chua 21,641,947 2.16%

649,908,308 64.99%

The tender offer commenced on October 12, 2020 and ended on
November 10, 2020 (Tender Offer Period). A total of 11,780,533 common shares of
STN were tendered during the Tender Offer Period, which comprise approximately
1.18% of the total issued and outstanding shares of STN. SNHBV owns 5%
ownership with STN after registration of the sale and tender offer. As at
December 31, 2022 and 2021, STN is the ultimate parent company following the
completion of the Tender Offer. :

The Parent Company’s registered address and principal office is located at Gateway
Business Park, Brgy. Javalera, General Trias, Cavite, Philippines.

Structure
The consolidated financial statements include the financial statements of the Parent
Company and the following subsidiaries incorporated in the Philippines.

Percent of Ownership

v 2022 2021
Steniel Cavite Packaging Corporation (SCPC) 100 100
Steniel Mindanao Packaging Corporation (SMPC) 100 100

SCPC

SCPC was incorporated and registered with the SEC on November 9, 1993 primarily
to engage in the manufacturing, processing and selling of all kinds of paper products,
paper board and corrugated carton containers and all others allied products and
processes. .




On June 30, 2006, SCPC's BOD decided to discontinue its packaging operations in
view of the continued business losses incurred since its incorporation, in addition to
difficult economic and business conditions. SCPC used to purchase, process and
resell various paper products and lease its machinery and equipment to generate
income, untit 2015 when the former was discontinued. On January 10, 2017, the

SEC approved the equity restructuring of SCPC which has wiped out the deficit as at
December 31, 20186.

SMPC

Steniel Mindanao Packaging Corporation (the “Company”) was incorporated and
registered with the Philippine Securities and Exchange Commission (SEC) on
June 30, 1995 primarily 1o engage in the business of manufacturing, importing,
buying, selling or otherwise dealings in, at wholesale and retail, all kinds of paper,

paper rolls, paper boards, cartons, containers, packaging materials and other pulp
and paper products.

As at December 31, 2012, SMPC was a wholly-owned subsidiary of the Parent
Company. In December 2013 the Parent Company sold 99.99% of its ownership or
9,249,995 common shares in SMPC to various entities and individuals. In 201 9, the
BOD and Stockholders of the Parent Company approved the acquisition of shares of
SMPC through a share swap transaction wherein all shareholders of SMPC will
exchange all their shares in SMPC for shares of the Parent Company. On
December 29, 2020, the Parent Company issued 269,250,000 shares to the
shareholders of SMPC effecting the share swap following the SEC approval of the
Parent Company’s increase in authorized capital stock on the same day (Note 17).

The registered address which is also its principal place of business of SMPC is
located at Km. 25 National Highway, Bunawan District, Davao City.

Debt Restructuring :
Due to the working capital drain experienced by the Group as a result of prior debt
service payments and the difficult business and economic conditions during the
period, the Group found it difficult to sustain further payments of debt while at the
same time ensuring continued operations. The Parent Company failed to settle its
outstanding short-term and long-term loans which were supposed to mature at
various dates in 2004, 2005 and 2006 and was declared by the lending banks in
default on May 25, 2006. Subsequently until 2009, the lending banks assigned and
sold their respective outstanding loan balances to various third parties. On
October 14, 2010, one of the new lenders, Greenkraft Corporation (Greenkraft),
further assigned some of its loan receivables to Roxburgh.

After the assignment and sale of loans from the lending banks to third parties,
discussions were made with new creditors/lenders to restructure the outstanding
loans covered by the Omnibus Agreement which the Parent Company has defaulted
in 2006. On October 15, 2010, the Parent Company and the current creditors/lenders
signed the Amended Agreement. The restructuring of the loan finally resolved the
default situation. The essential elements of the Amended Agreement are
summarized below:

= The oufstanding principal and accrued interest expense as at
September 30, 2010 was restructured for 25 years.

= Conditional waiver of penalty and other charges upon the faithful performance by
the Parent Company of the terms of restructuring.




= The outstanding principal and accrued interest expense as of
September 30, 2010 shall be reduced via dacion en pago or sale of the following
properties: (a) all of the outstanding common and preferred shares of stock in
Steniel Land Corporation (SLC); (b) identified idle assets of the Parent Company
and its subsidiaries; and (c) by way of conversion into equity though the issuance
of the Parent Company’s unissued capital stock.

* The outstanding principal amount after the dacion en pago or sale of properties
shall be paid in 92 consecutive quarterly installments starting in January 2013.

» The outstanding portion of the accrued interest after equity conversion shall be
paid in 40 consecutive quarterly installments starting after year 15 from the date
of restructuring. o

* Restructured outstanding principal will be subject to interest of 6% per annum for
15 years and 8% per annum on the 16t year onwards.

= The restructured accrued interest expense prior to loan restructuring will be
subject to interest of 8% per annum.

= The restructured loan shall be secured by the assets/collateral pool under the
Collateral Trust Agreement.

» All taxes and fees, including documentary stamp taxes and registration fees,
shall be for the account of the Group. .

= All other costs and expenses of restructuring including documentation costs,
legal fees and out-of-pocket expenses shall be for the account of the Parent
Company; and

= QOther conditions include:

a. Lenders representative to be elected as director in STN and in each of its
subsidiaries.

b. A merger, reorganization or dissolution of certain subsidiaries in line with the
Business Plan.

c. No dividend declaration or payments until the restructured obligations are
fully paid.

d. No new borrowing, unless with written consent of the lenders.

e. No repayment or prepayment of any debt or obligation (other than
operational expenses), unless with consent of the lenders.

f.  Creditor's consent for change in material ownership in the Group and
mortgagors.

g. Standard covenants, representations and warranties.

Dacion en pago and Equity Conversion

The dacion en pago of the Group's idle machineries, spare parts and the equity
conversion through the issuance of the Parent Company’s capital stock have been
completed as at December 31, 2010. The dacion en pago transaction reduced the
outstanding loan principal amount by P122 million while the equity conversion
reduced outstanding accrued interest by P248 million.




The dacion en pago relating to the Group's shares in SLC and a subsidiary’s land
and land improvements and building and building improvements has a total value of
P280.0 million. In 2012, certain certificates authorizing registration were issued and
reduced the total value from P290.00 million to P289.88 million. The remaining
assignment of shares is still for finalization with buyers to meet the regulatory
requirements on transfer of assets as at reporting date and this is expected to be
completed in 2022 after the issuance of Certificate Authorizing Registration (CAR) by
the BIR. The change in ownership and management in early 2012 and the issuance
of CAR generally caused the delay in the implementation of the dacion en pago.

In July 2019, the BOD and Stockholders of the Parent Company approved the
conversion of debt into common shares of the Parent Company. Consequently,
principal payments on long-term debt was suspended beginning July 2019. On
December 29, 2020, the Parent Company issued shares to the lenders effecting the
debt-to-equity conversion following the SEC approval of the Parent Company’s
increase in authorized capital stock on the same day (Notes 14 and 17). The
outstanding balance of the borrowings were reduced by P149.56 million as a resuit
of the debt-to-equity conversion.

Restructuring of Subsidiaries '

In 2011, following the provisions in the Amended Agreement, the Parent Company
filed a merger application with the SEC to absorb Treasure Packaging Corporation
(TPC). On August 12, 2013, following management’s assessment, the Board of STN
and TPC approved the withdrawal of the merger application filed with SEC as the
same no longer appears feasible. Management has been instructed to explore other
options, i.e., merger of or with other subsidiaries.

In addition, SCPC submitted a merger application with SEC in October 2011 to
absorb three (3) dormant subsidiaries: (a) Metroplas Packaging Products
Corporation (MPPC), (b) Metro Paper and Packaging Products, inc. (MPPPI) and
(c) Steniel Carton System Corporation (SCSC) using June 30, 2011 financial
statements. On March 2, 2012, the SEC approved the certificate of filing of the
articles and plan of merger, which documents were received by SCPC on
July 31, 2012. All financial information presented for the periods prior to the merger
has been restated to reflect the combined financial statements of the absorbed
corporation as though the merger had occurred at the beginning of 2010.

STN also had a 39.71% direct and indirect (through SCPC & TPC) interest in SLC. In
2010, all of the ownership interest of TPC and STN were assigned to Greenkraft, dnd
the remaining interest of SCPC in SLC is 29.21%.

As at December 31, 2022 and 2021, Greenkraft holds 70.77% interest in SLC while
the remaining interest of SCPC is 29.21%.

Interest Payments

On December 2, 2011, the current creditors/lenders agreed to waive the payment of
interest for the first two (2) years of the loan commencing on the restructuring date,
to correspond to the principal repayment as stated in the Amended Agreement.
Hence, interest payments shall be made in accordance with the Amended
Agreement but shall commence on the 27" month after the restructuring date,
inclusive of a two (2) year grace period. In relation to this, on March 1, 2012, the
accrued interest which was capitalized as part of the loan principal in 2010 in
accordance with the Amended Agreement, was also condoned by its major creditors
effective December 31, 2011.




In 2013, due to continuous working capital drain experienced by the Parent
Company as a result of difficult economic and business conditions, the Parent
Company requested reconsideration to defer the implementation of the loan
agreement from the creditors which was acted favorably. The Parent Company was
granted another two (2) years extension of principal repayment, reduction of interest
rate from 6% to 2% for the first five (5) years and further waived interest charges
annually until January 1, 2019. Consequent to the BOD approval of the conversion of
debt to common shares of the Parent Company in 2019, the principal repayment was

suspended beginning July 2019 and the interest on the remaining principal balance
was waived.

Status of Operations

The Group has temporarily ceased its principal operations and has incurred recurring
losses in prior years resulting to a deficit of P1,069.85 million and P1,107.81 million
as at December 31, 2022 and 2021, respectively.

To improve this condition, the management has taken the following measures:

On July 17, 2019, the BOD and Stockholders of the Parent Company approved the
acquisition of shares of SMPC through a share swap transaction and the conversion
of loans from Greenkraft Corporation and Roxburgh Investments Limited into
common shares in the Parent Company. To accommodate the transactions
discussed above, the BOD and Stockholders approved the amendment of the
Articles of Incorporation to increase the authorized capital stock from P1 billion,
divided into one billion common shares to P2 billion, divided into two billion common
shares with par value of P1 per share (Note 17).

On December 29, 2020, upon the SEC’s approval of the Parent Company’s increase
in authorized capital stock, the Parent Company issued shares to the lenders
effecting the debt-to-equity conversion thereby reducing the outstanding balance of
the borrowings by P149.56 million. Further, The Parent Company also issued
shares to the shareholders of SMPC effecting the share swap transaction resulting to
a gain of P267.459 million from the acquisition of a subsidiary (Note 5). The
realization of these transactions resolved the capital deficiency position of the Group
as at December 31, 2022 and 2021.

Based on the foregoing, the consolidated financial statements have been prepared
on a going concern basis, which assumes that the Group will continue in existence.

2. Basis of Preparation

Statement of Compliance
The consolidated financial statements have been prepared in compliance with

Philippine Financial Reporting Standards (PFRS). PFRS which is issued by the
Financial and Sustainability Reporting Standards Council (FSRSC) are based on
International Financial Reporting Standards (IFRS) issued by the International
Accounting Standards Board (IASB). PFRS consist of PFRS, Philippine Accounting
Standards (PAS), and Philippine Interpretations.

The consolidated financial statements were approved and authorized for issuance by
the BOD on March 5, 2024.




Basis of Measurement

The consolidated financial statements of the Group have been prepared on a
historical cost basis except for investment in equity securities which are carried at fair
value and retirement benefits liability - net which is measured at present value of
defined benefits obligation less fair value of plan assets.

Functional and Presentation Currency .
The consolidated financial statements are presented in Philippine peso, which is also

the Group’s functional currency. All financial information expressed in Philippine
peso is rounded off to the nearest thousand peso, except when otherwise indicated.

Basis of Consolidation

The consolidated financial statements include the financial statements of the Parent
Company and its subsidiaries.

Subsidiaries are entities controlled by the Group. In accordance with PFRS 10,
Consolidated Financial Statements, the Group controls an entity when it is exposed
to, or has the rights to, variable returns from its involvement with the entity and has
the ability to affect those returns through its power over the entity. The consolidated
financial statements of the subsidiaries are included in the consolidated financial
statements from the date when the Group obtains control and continue to be
consolidated until the date when such control ceases.

The consolidated financial statements are prepared for the same reporting period as
the Parent Company, using uniform accounting policies for like transactions and
other events in similar circumstances. Intergroup balances and transactions,
including intergroup unrealized profits and losses, are eliminated in preparing the
consolidated financial statements.

3. Summary of Significant Accounting Policies

Changes in Accounting Policies ,

The accounting policies set out below have been applied consistently to all years
presented in the consolidated financial statements, except for the changes in
accounting policies as follows:

Adoption of Amendments to Standards

The Group has adopted the amendments to standards starting January 1, 2022 and
accordingly, changed its accounting policies. Except as otherwise indicated, the
adoption did not have any significant impact on the consolidated financial
statements.

» COVID-19-Related Rent Concessions beyond June 30, 2021 (Amendment to
PFRS 16, Leases)
The amendment. extends the practical expedient introduced in the 2020
amendment which simplified how a lessee accounts for rent concessions that are
a direct consequence of COVID-19, permitting lessees to apply the practical
expedient to rent concessions for which any reduction in lease payments affects
only payments originally due on or before June 30, 2022.




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. The adoption is
mandatory for lessees that chose to apply the practical expedient introduced by
the 2020 amendments and may result in reversal of lease modifications that was
ineligible for the practical expedient under the 2020 amendments, but becomes -
eligible as a result of the extension.

Property, Plant and Equipment - Proceeds before Intended Use (Amendments to
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 loss, 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 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 financial statements in which the company first applies the
amendments.

Onerous Contracts - Cost of Fuffilling a Contract (Amendment to PAS 37
Provisions, Contingent Liabilities and Contingent Assets)

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

Annual Improvements to PFRS Standards 2018-2020 - This Cycle of
Improvements Contains Amendments to Four Standards:

o fees in the '10 per cent Test for Derecognition of Financial Liabilities
(Amendment to PFRS 9, 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
included in the discounted cash flows inciude 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 behalf. It applies to financial
liabilities that are modified or exchanged on or after the beginning of the
annual reporting period in which the entity first applies the amendment.




° Lease Incentives (Amendment to [flustrative Examples accompanying
PFRS 16)
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 meet the definition of a lease incentive in
PFRS 16.

Amended Standards Not Yet Adopted

A number of amendments to standards are effective for annual periods beginning

-after January 1, 2022. However, the Group has not early adopted the following

amended standards in preparing the consolidated financial statements. Unless
otherwise stated, none of these are expected to have a significant impact on the
consolidated financial statements.

Effective January 1, 2023

Definition of Accounting Estimates (Amendments to PAS 8, Accounting Policies,
Changes in Accounting Estimates and Errors)

To clarify the distinction between changes in accounting policies and changes in
accounting estimates, the amendments introduce a new definition for accounting
estimates, clarifying that they are monetary amounts in the financial statements
that are subject to measurement uncertainty. The amendments also clarify the
relationship between accounting policies and accounting estimates by specifying
that an accounting estimate is developed to achieve the objective set out by an
accounting policy. Developing an accounting estimate includes both selecting a
measurement technique and choosing the inputs to be used when applying the
chosen measurement technique. The effects of changes in such inputs or
measurement techniques are changes in accounting estimates. The definition of
accounting policies remains unchanged. The amendments also provide
examples on the application of the new definition.

The amendments are effective for annual reporting periods beginning on or after
January 1, 2023, with earlier application permitted, and will apply prospectively to
changes in accounting estimates and changes in accounting policies occurring
on or after the beginning of the first annual reporting period in which the
amendments are applied.

Disclosure of Accounting Policies (Amendments to PAS 1 and PFRS Practice
Statement, 2 Making Materiality Judgements)

The amendments are intended to help companies provide useful accounting
policy disclosures. The key amendments to PAS 1 include:

e requiring companies to disclose their material accounting policies rather than
their significant accounting policies;

o clarifying that accounting policies related to immaterial transactions, other
events or conditions are themselves immaterial and as such need not be
disclosed; and

o clarifying that not all accounting policies that relate to material transactions,
other events or conditions are themselves material to a company’s financial
statements.

The amendments to PFRS Practice Statement 2 includes guidance and
additional examples on the application of materiality to accounting policy
disclosures.




The amendments are effective from January 1, 2023. Earlier application is
permitted.

= Deferred Tax related to Assets and Liabilities arising from a Single Transaction
(Amendments to PAS 12, Income Taxes)

The amendments clarify that that the initial recognition exemption does not apply

- to transactions that give rise to equal taxable and deductible temporary

differences such as leases and decommissioning obligations. The amendments

apply for annual reporting periods beginning on or after January 1, 2023. Earlier
application is permitted. .

For leases and decommissioning liabilities, the associated deferred tax assets
and liabilities will be recognized from the beginning of the earliest comparative
period presented, with any cumulative effect recognized as an adjustment to
retained earnings or other appropriate component of equity at that date. For all
other transactions, the amendments apply to transactions that occur after the
beginning of the earliest period presented.

Effective January 1, 2024

= Lease Liability in a Sale and Leaseback (Amendments to PFRS 16)
The amendments confirm the following:

= On initial recognition, the seller-lessee includes variable lease payments
when it measures a lease liability arising from a sale-and-leaseback
transaction.

e After initial recognition, the seller-lessee applies the general requirements for
subsequent accounting of the lease liability such that it recognizes no gain or
loss relating to the right of use it retains.

A seller-lessee may adopt different approaches that satisfy the new requirements
on subsequent measurement. For example, the seller-lessee could determine
the lease payments to be deducted from the lease liability as expected lease
payments or as equal periodic payments over the lease term, with the difference
between those payments and amounts actually paid recognized in profit or loss.

The amendments are effective for annual reporting periods beginning on or after
January 1, 2024, with earlier application permitted. Under PAS 8, a seller-lessee
will need to apply the amendments retrospectively to sale-and-leaseback
transactions entered into or after the date of initial application of PFRS 16.

= Classification of Liabilities as Current or Noncurrent - 2020 amendments and
Non-Current Liabilities with Covenants - 2022 amendments (Amendments fto
PAS 1, Presentation of Financial Statements)
To promote consistency in application and clarify the requirements on
determining whether a liability is current or noncurrent, the amendments:

e removed the requirement for a right to defer settlement of a liability 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; ‘

o clarified that only covenants with which a company must comply on or before
the reporting date affect the classification of a liability as current or non-
current and covenants with which the entity must comply after the reporting
date do not affect a liability’s classification at that date;
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e provided additional disclosure requirements for non-current liabilities subject
to conditions within twelve months after the reporting period to enable the

assessment of the risk that the liability could become repayable within twelve
months; and

e clarified that settlement of a liability includes transferring an entity’s own
equity instruments to the counterparty, but conversion options that are
classified as equity do not affect classification of the liability as current or
noncurrent.

The amendments will apply retrospectively for annual reporting periods
beginning on or after January 1, 2024, with earlier application permitted. Entities
that have early applied the 2020 amendments may retain application until the
2022 amendments are applied. Entities that will early apply the 2020
amendments after issue of the 2022 amendments must apply both amendments
at the same time.

Effective January 1, 2025

PFRS 17, Insurance Conftracts

PFRS 17 replaces the interim standard, PFRS 4, Insurance Contracts. Reflecting
the view that an insurance contract combines features of both a financial
instrument and a service contract, and considering the fact that many insurarice
contracts generate cash flows with substantial variability over a long period,
PFRS 17 introduces a new approach that:

(a) combines current measurement of the future cash flows with the recognition
of profit over the period services are provided under the contract;

(b) presents insurance service results (including presentation of insurance
revenue) separately from insurance finance income or expenses; and

(c) requires an entity to make an accounting policy choice portfolio-by-portfolio
of whether to recognize all insurance finance income or expenses for the
reporting period in profit or loss or to recognize some of that income or
expenses in other comprehensive income.

Under PFRS 17, groups of insurance contracts are measured based on fulfiiment
cash flows, which represent the risk-adjusted present value of the entity’s rights
and obligations to the policy holders, and a contractual service margin, which
represents the unearned profit the entity will recognize as it provides services
over the coverage period. Subsequent fo initial recognition, the liability of a group
of insurance contracts represents the liability for remaining coverage and the
liability for incurred claims, with the fulfilment cash flows remeasured at each
reporting date fo reflect current estimates.

Simplifications or modifications to the general measurement model apply to
groups of insurance contracts measured using the ‘premium allocation
approach’, investment contracts with discretionary participation features, and
reinsurance contracts held.

PFRS 17 brings greater comparability and transparency about the profitability of
new and in-force business and gives users of financial statements more insight
into an insurer's financial health. Separate presentation of underwriting and
financial results will give added transparency about the sources of profits and
quality of earnings.
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PFRS 17 is effective for annual periods beginning on or after January 1, 2025.
Full retrospective application is required, unless it is impracticable, in which case
the entity chooses to apply the modified retrospective approach or the fair value
approach. However, if the entity cannot obtain reasonable and supportable
information necessary to apply the modified retrospective approach, then it
applies the fair value approach. There is also a transition option allowing
presentation of comparative information about financial assets using a
classification overlay approach on a basis that is more consistent with how
PFRS 9 will be applied in future reporting periods. Early application is permitted
for entities that apply PFRS 9 Financial Instruments on or before the date of
initial application of PFRS 17.

The standard is not expected to have significant impact on the Group’s financial
reporting.

Current versus Noncurrent Classification

The Group presents assets and liabilities in the consolidated statements of financial
position based on current and noncurrent classification.

An asset is current when it is:

Expected to be realized or intended to be sold or consumed in the normal
operating cycle;

Held primarily for the purpose of trading;

Expected {o be realized within 12 months after the reporting period; or

Cash or cash equivalent unless restricted from being exchanged or used to settle
a liability for at least twelve months after the reporting period. All other assets are
classified as noncurrent.

A liability is current when:

It is expected to be settled in the normal operating cycle;

It is held primarily for the purpose of trading;

It is due to be settled within 12 months after the reporting period; or

There is no unconditional right to defer the settlement of the liability for at least
12 months after the reporting period. The terms of the liability that could, at the
option of the counterparty, result in its settlement by the issue of equity
instruments do not affect its classification.

The Group classifies all other liabilities as noncurrent.

Deferred tax assets and liabilities are classified as noncurrent.

Financial Instruments
A financial instrument is any contract that gives rise to a financial asset of one entity
and a financial liability or equity instrument of anocther entity.

1.

Financial Assets

Initial Recognition and Measurement

Financial assets are classified, at initial recognition, as subsequently measured
at amortized cost, fair value through other comprehensive income (FVOCI) or fair
value through profit or loss (FVPL).
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The classification of financial assets at initial recognition depends on the financial
asset's contractual cash flow characteristics and the Group’s business model for
managing them. With the exception of trade receivables that do not contain a
significant financing component or for which the Group has applied the practical
expedient, the Group initially measures a financial asset at its fair value plus, in
the case of a financial asset not at FVPL, transaction costs. Trade receivables
that do not contain a significant financing component or for which the Group has

applied the practical expedient are measured at the transaction price determined
under PFRS 15.

In order for a financial asset to be classified and measured at amortized cost or
FVOCI, it needs to give rise to cash flows that are “solely payments of principal
and interest (“SPPI”)’ on the principal amount outstanding. This assessment is
referred to as the SPPI test and is performed at an instrument level.

The Group’s business model for managing financial assets refers to how it
manages its financial assets in order to generate cash flows. The business
model determines whether cash flows will result from collecting contractual cash
flows, selling the financial assets, or both.

Business Model and SPPI Test

The business model refers to how the Group manages the financial assets in
order to generate cash flows. The business model determines whether cash
flows will result from collecting contractual cash flows, selling the financial
assets, or both. The Group considers the following information in assessing the
objective of the business model in which a financial asset is held at a porifolio
level, which reflects the way the business is managed and information is
provided to management:

 the stated policies and objectives for the portfolio and the operation of those
policies in practice;

+ how the performance of the portfolio is evaluated and reported to the Group’s
management;

o the risks that affect the performance of the business model (and the financial
assets held within that business model) and how those risks are managed;

¢ how employees of the business are compensated; and

» the frequency, volume and timing of sales of financial assets in prior periods,
the reasons for such sales and expectations about future sales activity.

The Group considers the contractual terms of the instrument in assessing
whether the contractual cash flows are solely payments of principal and interest.
For 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 money 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 profit margin.
The assessment includes 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. The Group considers the following in making the
assessment:

¢ contingent events that would change the amount or timing of cash flows;
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o terms that may adjust the contractual coupon rate, including variable rate
features;

e prepayment and extension features; and

e terms that limit the Group's claim to cash flows from specified assets.

Purchases or sales of financial assets that require delivery of assets within a time
frame established by regulation or convention in the market place (regular way

trades) are recognized on the trade date i.e. the date that the Group commits to
purchase or sell the asset.

Subsequent Measurement

For purposes of subsequent measurement, financial assets are classified in to
4 categories:

Financial assets at amortized cost (debt instruments)
Financial assets at FVOCI with recycling of cumulative gains and losses
(debt instruments)

o Financial assets designated at FVOCI with no recycling of cumulative gains
and losses upon derecognition (equity instruments)

¢ Financial assets at FVPL

Financial Assets at Amortized Cost (Debt Instruments)

The Group measures financial assets at amortized cost if both of the following
conditions are met:

e The financial asset is held within a business model with the objective to hold
financial assets in order to collect contractual cash flows; and

e The 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 ouistanding.

Financial assets at amortized cost are subsequently measured using the
effective interest rate method and are subject to impairment. Gains and losses
are recognized in profit or loss when the asset is derecognized, modified or
impaired.

Financial Assets at FVOC/ (Debt Instruments) .
The Group measures debt instruments at FVOCI if both of the following
conditions are met:

» The financial asset is held within a business model with the objective of both
holding to collect contractual cash flows and selling; and

e The 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. :

For debt instruments at FVOCI, interest income, foreign exchange revaluation
and impairment losses or reversals are recognized in the profit or loss and
computed in the same manner as for financial assets measured at amortized
cost. The remaining fair value changes are recognized in other comprehensive
income (OCI). Upon de-recognition, the cumulative fair value change recognized
in OCl is recycled to profit or loss.
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Financial Assets at FVOCI (Equity Instruments)

Upon initial recognition, the Group can elect to classify irrevocably its equity
investments as equity instruments designated at FVOCI when they meet the
definition of equity under PAS 32, Financial Instruments: Presentation and
Disclosure, are not held for trading. The classification is determined on an
instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to profit or loss.
Dividends are recognized as other income in the profit or loss when the right of
payment has been established, except when the Group benefits from such
proceeds as a recovery of part of the cost of the financial asset, in which case,
such gains are recorded in OCI. Equity instruments designated at FVOCI are not
subject to impairment assessment.

Financial Assets at FVPL

Financial assets at FVPL include financial assets held for trading, financial
assets designated upon initial recognition at FVPL or financial assets mandatorily
required to be measured at fair value. Financial assets are classified as held for
trading if they are acquired for the purpose of selling or repurchasing in the near
term. Derivatives, including separated embedded derivatives, are also classified
as held for trading unless they are designated as effective hedging instruments.
Financial assets with cash flows that are not solely payments of principal and
interest are classified and measured at FVPL, irrespective of the business model.
Notwithstanding the criteria for debt instruments to be classified as amortized
cost or at FVOCI, as described above, debt instruments may be designated as
FVPL on initial recognition if doing so eliminates, or significantly reduces, an
accounting mismatch.

Financial assets at FVPL are carried in the consolidated statements of financial
position at fair value with net changes in fair value recognized in profit or loss.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a
group of similar financial assets) is primarily de-recognized (i.e. removed from
the Group’s consolidated statements of financial position) when:

e the rights to receive cash flows from the asset has expired; or
the Group has transferred its rights o receive cash flows from the asset or
has assumed an obligation to pay the received cash flows in full without
material delay to a third party under a “pass-through” arrangement and either
(a) the Group has fransferred substantially all the risks and rewards of the
asset or (b) the Group has neither transferred nor retained substantially all
the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or
has entered into a pass-through arrangement, it evaluates if, and to what extent,
it has retained the risks and rewards of ownership. When it has neither
transferred nor retained substantially all of the risks and rewards of the asset, nor
transferred control of the asset, the Group continues to recognize the transferred
asset to the extent of its continuing involvement. In that case, the Group also
recognizes an associated liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights and obligations that the
Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred

asset is measured at the lower of the original carrying amount of the asset and
the maximum amount of consideration that the Group could be required to pay.
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For a modification that does not result in derecognition, the difference between
the present value of the modified cash flows discounted using the original
effective interest rate and the present value of the original cash flows, is
recognized in profit or loss as a gain or loss from modification. Costs or fees in
relation to the modification of the financial asset are recognized as part of the

_carrying amount of the asset and amortized over the remaining term of the

instrument. A modification of the original financial asset that results in the
derecognition of the financial asset, requires the recognition of a new financial
asset in line with the general requirements for the initial recognition (i.e. at fair
value plus transaction costs).

Impairment of Financial Assets

The Group recognizes an allowance for Expected Credit Losses (ECLs) for all
financial assets not held at FVPL. ECLs are based on the difference between the
contractual cash flows due in accordance with the contract and all the cash flows
that the Group expects to receive, discounted at an approximation of the original
effective interest rate. The expected cash flows will include cash flows from the
sale of collateral held or credit enhancements that are integral to the contractual
terms.

ECLs are recognized under either a simplified or general approach, dependent
on the nature of the related financial asset.

Under the general approach, ECLs are recognized in two stages. For credit
exposures for which there has not been a significant increase in credit risk since
initial recognition, ECLs are provided for credit losses that result from default
events that are possible within the next 12 months (a 12 month ECL). For those
credit exposures for which there has been a significant increase in credit risk
since initial recognition, a loss allowance is required for credit losses expected
over the remaining life of the exposure, irrespective of the timing of the default
(a lifetime ECL). :

Under the simplified approach, the Group does not track changes in credit risk,
but instead recognizes a loss allowance based on lifetime ECLs at each
reporting date. The Group has established a provision matrix that is based on its
historical credit loss experience, adjusted for forward looking factors specific to
the debtors and the economic environment.

For financial instruments with low credit risk such as cash in banks, the Group
applies the low credit risk simplification. At every reporting date, the Group
evaluates whether the debt instrument is considered to have low credit risk using
all reasonable and supportable information that is available without undue cost or
effort. In making that evaluation, the Group reassesses the internal credit rating
of the financial instrument or the counterparty. In addition, the Group considers -
that there has been a significant increase in credit risk when contractual
payments are more than 180 days past due.

The Group considers a financial asset in defauit when contractual payments are
365 days past due. However, in certain cases, the Group may also consider a
financial asset to be in default when internal or external information indicates that
the Group is unlikely to receive the outstanding contractual amounts in full before
taking into account any credit enhancements heid by the Group. A financial asset
is written off when there is no reasonable expectation of recovering the
contractual cash flows.
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ii.

fii.

Financial Liabilities

Initial Recognition and Measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at
FVPL, loans and borrowings, payables or as derivatives designated as hedging
instruments in an effective hedge, as appropriate. '

All financial liabilities are initially recognized at fair value and, in the case of loans
and borrowings and payables, net of directly attributable costs.

Subsequent Measurement

The measurement of financial liabilities depends on their classification, as
described below:

Financial Liabilities at FVPL
Financial liabilities at FVPL include financial liabilities held for trading and
financial liabilities designated upon initial recognition as at FVPL,

Financial liabilities are classified as held for trading if they are incurred for the
purpose of repurchasing in the near term. This category also includes derivative
financial instruments entered in to by the Group that are not designated as
hedging instruments in hedge relationships as defined by PFRS 9. Separated
embedded derivatives are also classified as held for trading unless they are
designated as effective hedging instruments.

Gains or losses on liabilities held for trading are recognized in the profit or loss.

Financial liabilities designated upon initial recognition at FVPL are designated at
the initial date of recognition, and only if the criteria in PFRS 9 are satisfied. The
Group has not designated any financial liabilities at FVPL.

Loans Payable v

After initial recognition, interest-bearing loans payable are subsequently
measured at amortized cost using the Effective Interest Rate (EIR) method.
Gains and losses are recognized in profit or loss when the liabilities are
derecognized as well as through the EIR amortization process.

Amortized cost is calculated by taking in to account any discount or premium on
acquisition and fees or costs that are an integral part of the EIR.

Derecognition :

A financial liability is derecognized when the obligation under the liability is
discharged or cancelled or expires. 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 freated as the derecognition of the original liability and the recognition of a new
liability. The difference in the respective carrying amounts is recognized in profit
or loss.

Offsetting of Financial instruments
Financial assets and financial liabilities are offset and the net amount is reported
in the consolidated statements ‘of financial position if there is a currently

enforceable legal right to offset the recognized amounts and there is an intention
1o settle on a net basis, to realize the assets and liabilities simultaneously.
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Fair Value Measurement

Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement
date. The fair value measurement is based on the presumption that the transaction
to sell the asset or transfer the liability takes place either in the principal market for

the asset or liability, or in the absence of a principal market, in the most
advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to by the Group.
The fair value of an asset or a liability is measured using the assumptions that
market participants would use when pricing the asset or liability, assuming that
market participants act in their best economic interest.

All assets and liabilities for which fair value is measured or disclosed in the
consolidated financial statements are categorized within the fair value hierarchy,
described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:

= Level1 quoted (unadjusted) market prices in active markets for identical assets
or liabilities.

= level2 inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly or indirectly; and

= level3 inputs for the asset or liability that are not based on observable market
data.

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

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

As at December 31, 2022 and 2021, no financial asset was recognized at fair value.
The Group has no other assets or liabilities with recurring and non-recurring fair
value measurements.

Business Combination

Business combinations are accounted for using the acquisition method. The cost of
an acquisition is measured as the aggregate of the consideration fransferred,
measured at acquisition date fair value, and the amount of any non-controlling
interests in the acquiree. For each business combination, the Group elects whether
to measure the non-controlling interests in the acquiree at fair value or at
proportionate share of the acquiree’s identifiable net assets. Acquisition-related costs
are expensed as incurred and included as part of “Operating expenses” account in
the consolidated statements of comprehensive income.

When the Group acquires a business, it assesses the financial assets and financial
liabilities assumed for appropriate classification and designation in accordance with
the confractual terms, economic circumstances and pertinent conditions as at the
acquisition date.
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If the business combination is achieved in stages, the acquisition date fair value of
the acquirer's previously held equity interest in the acquiree is remeasured at the
acquisition date fair value and any resulting gain or loss is recognized in the
consolidated statements of comprehensive income.

The Group measures goodwill at the acquisition date as: a) the fair value of the
consideration transferred; plus b) the recognized amount of any non-controlling
interests in the acquiree; plus c) if the business combination is achieved in stages,
the fair value of the existing equity interest in the acquiree; less d) the net recognized
amount (generally fair value) of the identifiable assets acquired and liabilities
assumed. When the excess is negative, a bargain purchase gain is recognized
immediately in the consolidated statements of comprehensive income.
Subsequently, goodwill is measured at cost less any accumulated impairment in
value. Goodwill is reviewed for impairment, annually or more frequently, if events or
changes in circumstances indicate that the carrying amount may be impaired.

The consideration transferred does not include amounts related to the settlement of
pre-existing relationships. Such amounts are generally recognized in the
consolidated statements of comprehensive income. Costs related to the acquisition,
other than those associated with the issuance of debt or equity securities that the
Group incurs in connection with a business combination, are expensed as incurred.
Any contingent consideration payable is measured at fair value at the acquisition
date. If the contingent consideration is classified as equity, it is not remeasured and
settlement is accounted for within equity. Otherwise, subseguent changes to the fair
value of the contingent consideration are recognized in profit or loss.

= Goodwill in a Business Combination
Goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the cash-generating units, or groups of cash-generating units
that are expected to benefit from the synergies of the combination, irrespective of
whether other assets or liabilities are assigned to those units or groups of units.
Each unit or group of units to which the goodwill is allocated:

e represents the lowest level within the Group at which the goodwill is
monitored for internal management purposes; and

e is not larger than an operating segment determined in accordance with
PFRS 8, Operating Segments.

Impairment is determined by assessing the recoverable amount of the cash-
generating unit or group of cash-generating units, to which the goodwill relates.
Where the recoverable amount of the cash-generating unit or group of cash-
generating units is less than the carrying amount, an impairment loss is
recognized. Where goodwill forms part of a cash-generating unit or group of
cash-generating units and part of the operation within that unit is disposed of, the
goodwill associated with the operation disposed of is included in the carrying
amount of the operation when determining the gain or loss on disposal of the
operation. Goodwill disposed of in this circumstance is measured based on the
relative values of the operation disposed of and the portion of the cash-
generating unit retained. An impairment loss with respect to goodwill is not
reversed.

Cash
Cash are stated at face value and include petty cash fund, cash on hand and in
banks. Cash in banks savings account earn interest at the respective bank deposit
rates.
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Inventories v

Inventories are initially measured at cost. Subsequently, inventories are stated at the
lower of cost and Net Realizable Value (NRV). Cost is determined on the basis of
weighted average method. The cost of finished goods and work in process comprise
raw materials used, direct labor costs and other direct costs and related production
overheads (based on normal operating capacity). Materials and supplies are stated
at invoice cost plus importation and other incidental charges. Spare parts that are
used in the production process, whether to produce goods or render services to
customers, are classified as inventory items under materials and supplies. NRV is
the estimated selling price in ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the sale.

When the NRV of the inventories is lower than the cost, the Group recognized
provision for inventory losses. Provision for inventory losses (i.e., for write-down and
obsolescence) is set up, when necessary:

* Based on a review of the movement and current condition of each inventory item.

= For obsolete, slow-moving and defective inventories principally using age and
physical condition as indicators.

The amount of written-down inventories to NRV and all losses of inventories are
recognized as expense in the period the write-down or loss occurs. The amount of
any reversal of any write-down or losses of inventories, arising from an increase in
NRYVY, is recogmzed as a reduction in the amount of inventories recogmzed as an
expense in the period in which the reversal occurs.

Inventories are derecognized either when sold or written-off. When inventories are
sold, the carrying amount of those inventories is recognized as an expense in the
period in which the related revenue is recognized.

Prepaid Expenses and Other Current Assets

This account comprises of prepayments, prepaid taxes and input faxes.
Prepayments are expenses paid in advance and recorded as assets before they are
utilized. Prepayments that are expected to be realized for no more than 12 months
after the reporting period are classified as current assets; otherwise these are
classified as other noncurrent asset.

Prepaid taxes pertain to the amount withheld by suppliers which can be applied
against income tax due. lt is carried at face value less allowance for unrecoverable
tax credits. The Group maintains an allowance for the amount which can no longer
be claimed or applied against income tax due.

Prepayments represent expenses not yet incurred but already paid in cash.
Prepayments are initially recorded as assets and measured at the amount of cash
paid. Subsequently, these are charged to profit or loss as they are consumed in
operations or expire with the passage of time.

Prepayments are classified in the consolidated statements of financial position as
current asset when the cost of goods or services related to the prepayments are
expected to be incurred within one year or the Group’s normal operating cycle,
whichever is longer. Otherwise, prepayments are classified as non-current assets.

Other current assets initially recorded at transaction cost, and subsequently
measured at cost less impairment loss, if any.
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Property and Equipment

Property and equipment, except land, are recorded at historical cost less
~ accumulated depreciation, amortization and impairment losses. The initial cost of
property and equipment consists of its construction cost or purchase price, including
import duties and nonrefundable purchase taxes and any directly attributable costs of
bringing the asset to its working condition and location for its intended use. Land is
stated at cost less any impairment in value.

Subsequent costs are included in the asset's carrying amount or recognized as a
separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost of the item can be
measured reliably. The carrying amount of the replaced part is derecognized. All
other repairs and maintenance costs are charged to profit or loss during the period in
which these are incurred.

Major renovations are depreciated over the remaining useful life of the related asset
or to the date of the next major renovation, whichever is sooner.

Construction in progress represents structures under construction and is stated at
cost. This includes cost of construction and other direct costs. Borrowing costs that
are directly attributable to the construction of qualifying property and equipment are
capitalized during the construction period. Construction in progress is not
depreciated until such time that the relevant assets are ready for use.

Depreciation and amortization, which commences when the assets are available for
its intended use, are calculated using the straight-line method over its estimated
useful life (in years) as follows:

Number of Years

Building 10
Leasehold improvement 2 to 10 or lease term,
whichever is shorter
Machinery and equipment 3-5
Transportation equipment 3-5
Furniture, fixtures and eguipment 3-5

The residual values, estimated useful lives and depreciation method are reviewed
periodically, and adjusted if appropriate, at each reporting date to ensure that the
method and period of depreciation and amortization are consistent with the expected
pattern of economic benefits from items of property and equipment. An asset’s
carrying amount is written down immediately to its recoverable amount if the asset's
carrying amount is greater than the estimated recoverable amount.

Fully depreciated assets are retained in the accounts until they are no longer in use.

An item of property and equipment is derecognized when either it has been disposed
-of or when it is permanently withdrawn from use and no future economic benefits are
expected from its use or disposal. Any gain or loss arising from the retirement and
disposal of an item of property and equipment (calculated as the difference between
the net disposal proceeds and the carrying amount of the asset) is included in profit
or loss in the period of retirement and disposal.

Gains and losses on disposals are determined by comparing the proceeds with the
carrying amount and are included in profit or loss.
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Asset Held-for-Sale |

Assets are classified as assets held-for-sale and stated at the lower of carrying
amount and fair value less costs to sell if their carrying amount is recovered primarily
through a sale transaction rather than continuing use. When the sale is expected to
occur beyond one year, the entity shall measure the costs to sell at their present
value. Any increase in the present value of the cost to sell that arises from the

passage of time shall be presented as part of the operating expenses in profit or
loss.

An impairment loss is recognized for any initial or subsequent write-down of the
asset to fair value less costs to sell. The Group recognizes a gain for any subsequent
increase in fair value less costs to sell of an asset, not in excess of the cumulative
impairment loss that has been recognized.

Once classified as held-for-sale, property and equipment are no longer amortized or
depreciated and any equity-accounted investee is no longer equity accounted.

When changes to the plan of sale are made and the Group ceases to classify the
asset as held-for-sale, the Group remeasures the asset at the lower of its carrying
amount before the asset was classified as held-for-sale, adjusted for any
depreciation, amortization or revaluation that would have been recognized had the
asset not been classified as held-for-sale, and its recoverable amount at the date of
the subsequent decision not to sell. Gain or loss recognized on measurement of a
non-current asset classified as held-for-sale is presented under the operating income
(expense) in the consolidated statements of comprehensive income.

An item of asset held-for-sale is derecognized when either it has been disposed of or
when it is permanently withdrawn from use and no future economic benefits are
expected from its use or disposal. Any gain or loss arising on the retirement and
disposal of an item of asset held-for-sale (calculated as the difference between the
net disposal proceeds and the carrying amount of the asset) is included in profit or
loss in the period of retirement or disposal.

Impairment of Nonfinancial Assets

The carrying amounts of the Group’s nonfinancial assets such as property and
equipment are reviewed at each reporting date to determine whether there is any
indication of impairment. If any such indication exists, the asset's recoverable
amount is estimated.

An impairment loss is recognized in profit or loss whenever the carrying amount of
an asset or its cash generating unit exceeds its recoverable amount,

The recoverable amount of a nonfinancial asset is the greater of the asset's fair
vaiue less costs to sell and its value in use. The fair value less costs to sell is the
amount obtainable from the sale of the asset in an arm’s length transaction. Value in
use is the present value of the estimated future cash flows expected to arise from the
continuing use of an asset and from its disposal at the end of the useful life. 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 cash-generating unit to which the asset
belongs. .
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An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impairment loss is reversed only to the extent
that the asset’s carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation or amortization, if no impairment loss had
been recognized. Reversals of impairment are recognized in profit or loss.

Employee Benefits

Short-term Employee Benefits

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 Group has a present
legal or constructive obligation to pay this amount as a resuit of past service provrded
by the employee and the obligation can be estimated reliably.

Retirement Benefits
The Group is covered by a noncontributory defined benefits retlrement plan. The net
retirement benefits liability or asset is the aggregate of the present value of the

defined benefits obligation at the end of the reporting period reduced by the fair value
of plan assets.

Retirement benefits costs comprise the following:

= Service cost
= Netinterest on the net defined benefits liability or asset
= Remeasurements of net defined benefits liability or asset

Service costs which include current service costs, past service costs and gains or
losses on non-routine settlements are recognized as expense in profit or loss. Past
service costs are recognized when plan amendment or curtailment occurs.

Net interest on the net defined benefits liability or asset is the change during the
period in the net defined benefits liability or asset that arises from the passage of
time which is determined by applying the discount rate based on the government
bonds to the net defined benefits liability or asset. Net interest on the net defined
benefits liability or asset is recognized as expense or income in profit or loss.

Remeasurements comprising actuarial gains and losses, return on plan assets and
any change in the effect of the asset ceiling (excluding net interest on defined
benefits liability) are recognized immediately in OCI in the period in which they arise.
Remeasurements are not reclassified to profit or loss in subsequent periods. These
are retained in OCH until full settlement of the obligation.

When the benefits of a plan are changed, or when a plan is curtailed, the resulting
change in benefits that relates to past service or the gain or loss on curtaiiment is
recognized immediately in profit or loss. The Group recognizes gains and losses on
the settlement of a defined benefits retirement plan when the settiement occurs.

Capital Stock

Capital stock consists of common shares and is classified as equity. Incremental
costs directly attributable to the issuance of common shares are recognized as a
deduction from equity, net of any tax effects.

Additional Paid-in Capital
Additional paid-in capital represents the excess of consideration received over the
par value of capital stock.
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Retained Earnings (Deficit)

Retained earnings (deficit) represent the accumulated net income or losses, net of
any dividend distributions and other capital adjustments.

Revenue Recognition
The Group recognizes revenue from contracts with customers when control of the

goods or services are transferred to the customer at an amount that reflects the
consideration to which the Group expects to be entitled in exchange for those goods
or services, excluding amounts collected on behalf of third parties.

The transfer of control can occur over t;me or at a point in time. Revenue is
recognized at a point in time unless one of the following criteria is met, in which case
it is recognized over time: (a) the customer simultaneously receives and consumes
the benefits as the Group performs its obligations; (b) the Group's performance
creates or enhances an asset that the customer controls as the asset is created or
enhanced; or (c) the Group’s performance does not create an asset with an
alternative use to the Group and the Group has an enforceable right to payment for
performance completed to date.

The Group assesses its revenue arrangements to determine if it is acting as principal
or agent. The Group has concluded that it acts as a principal as it controls the goods
or services before transferring to the customer.

Revenue Streams
The following specific recognition criteria must also be met before revenue is
recognized:

= Revenue from Product Sales

The Group manufactures and sells a wide range of paper, cartons and packaging
materials in the domestic and international markets. Revenue from product sales
is recognized at the point in time when control of the goods is transferred to the
buyer, which is normally upon delivery of the goods. Trade discounts are
determined at inception of the contract and is not subject to variability. Returns
do not result to significant variable consideration. The general payment terms
with customers are cash upon order and credit terms which generally ranges
from 30 to 90 days from invoice date.

Variable Consideration - Discounts

In the normal course of business, the Group provides incentives such as
discounts to customers which are typically considered in the determination of
consideration or prices to be charged to the customers of the date of transaction.
There are no variable consideration that is dependent upon fulfiliment of certain
conditions in the future that may result to reversal of revenue.

= Service Income
Service income represents revenue from tolling and is recognized over time,
which is upon rendering of services to a customer through processing of the raw
materials into finished goods, to which the customer simultaneously receives and
consumes the benefits provided by the Group. Revenue is measured based on
customer-approved output per month.

=  Rental Income
Rental income arising from certain machinery and equipment is accounted for on
a straight-line basis over one year. Lease incentives granted are recognized as
an integral part of the total rent income over the term of the lease.
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= [nterest Income

Interest income on bank deposits, net of withholding tax, and other income are
recorded when earned.

= Other income
Revenue is recognized when earned.

Cost and Expense Recognition

Costs and expenses are decreases in economic benefits during the reporting period
in the form of outflows or decrease of assets or incurrence of liabilities that result in
decreases in equity, other than those relating to distributions to equity participants.
Cost and expenses are recognized when incurred are presented in profit or loss -
using function of expense method.

Borrowing Costs

Borrowing costs are recognized as expenses when incurred, except to the extent
capitalized. Borrowing costs are capitalized if they are directly attributable to the
acquisition or construction of a qualifying asset. Capitalization of borrowing costs
commences when the activities to prepare the asset are in progress and
expenditures and borrowing costs are being incurred. Borrowing costs are
capitalized until the assets are substantially ready for their intended use. If the
carrying amount of the asset exceeds its recoverable amount, an impairment loss is
recognized.

Leases

At inception of a contract, the Group assesses whether a contract is, or contains, a
lease. A contract is, or contains, a lease if the contract conveys the right to control
the use of an identified asset for a period of time in exchange for consideration. To
assess whether a contract conveys the right to control the use of an identified asset,
the Group uses the definition of a lease in PFRS 16.

This policy is applied to contracts entered into, on or after January 1, 2019.

Group as Lessor
The Group determines at lease inception whether each lease is a finance lease or an
operating lease.

To classify each lease, the Group makes an overall assessment of whether the lease
transfers substantially all of the risks and rewards incidental to ownership of the
underlying asset. If this is the case, the lease is classified as a finance lease; if not, it
is classified as an operating lease. As part of the assessment, the Group considers
certain indicators such as whether the lease is for the major part of the economic life
of the asset.

When the Group is an intermediate lessor, it accounts for the head lease and the
sublease separately. It assesses the lease classification of a sublease with reference
to the right-of-use asset arising from the head lease. If a head lease is a short-term
lease to which the Group applies the recognition exemption, it classifies the sublease
as an operating lease.

If an arrangement contains lease and non-lease components, the Group applies
PFRS 15, Revenue from Contracts with Customers to allocate the consideration in
the contract.

The Group recognizes lease payments received under operating leases as rent
income on a straight-line basis over the lease term.
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Group as a Lessee
At commencement or on modification of a contract that contains a lease component,

the Group allocates the consideration in the contract to each lease component on the
basis of its relative stand-alone prices.

I

if.

ROU Asset

The Group recognizes a ROU asset (i.e., the date the underlying assets is
available for use) at the lease commencement date. The ROU asset is initially
measured at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made at or before the commencement date,
plus any initial direct costs incurred and an estimate of costs to dismantle and
remove the underlying asset or to restore the underlying asset or the site on
which it is located, less any lease incentives received.

The ROU asset is subsequently depreciated using the straight-line method from
the commencement date to the end of the lease term, unless the lease transfers
ownership of the underlying asset to the Group by the end of the lease term or
the cost of the ROU asset reflects that the Group will exercise a purchase option.
in that case, the ROU asset will be depreciated over the useful life of the
underlying asset, which is determined on the same basis as those of property
and equipment. In addition, the ROU asset is periodically reduced by impairment
losses, if any, and adjusted for certain remeasurements of the lease liability.

Lease Liability

At commencement date, 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 Group's incremental borrowing rate. Generally, the Group
uses its incremental borrowing rate as the discount rate.

The Group determines its incremental borrowing rate by obtaining interest rates
from various external financing sources and makes certain adjustments to reflect
the terms of the lease and type of the asset leased.

Lease payments included in the measurement of the lease liability comprise the
following:

e fixed payments, including in-substance fixed payments;

e variable lease payments that depend on an index or a rate, initially measured
using the index or rate as at the commencement date;

¢ amounts expected to be payable under a residual value guarantee; and

s the exercise price under a purchase option that the Group is reasonably
certain to exercise, lease payments in an optional renewal period if the
Group is reasonably certain to exercise an extension option, and penalties
for early termination of a lease unless the Group is reasonably certain not to
terminate early.

The lease liability is measured at amortized cost using the effective interest
method. It is remeasured when there is a change in fuiure lease payments
arising from a change in an index or rate, if there is a change in the Group’s
estimate of the amount expected o be payable under a residual value
guarantee, if the Group changes its assessment of whether it will exercise a
purchase, extension or termination option or if there is a revised in-substance
fixed lease payment.
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When the lease liability is remeasured in this way, a corresponding adjustment is
made to the carrying amount of the ROU asset or is recorded in profit or loss if
the carrying amount of the ROU asset has been reduced to zero. In the case of
modification that is not accounted for as a separate lease and which decreases
the scope of the lease, the carrying amount of the ROU asset is decreased to
reflect partial or full termination and any gain or loss is recognized in profit or
loss. A lease modification is accounted for as a separate lease if it adds the ROU
to one or more underlying assets and the increase in consideration is
commensurate with the stand-alone selling price for the increase in scope and
any appropriate adjustments to reflect circumstances of the contract.

iii. Short-term Leases and Lease of Low-value Assets
The Group has elected not to recognize ROU assets and lease liabilities for
leases of low-value assets and short-term leases. The Group recognizes the

lease payments associated with these leases as an expense on a straight-line
basis over the lease term.

Foreign Currency Transactions and Translation

The consolidated financial statements are presented in Philippine peso, which is the
Group’s functional and presentation currency. Transactions in foreign currencies are
initially recorded at the functional currency rate ruling at the date of the transaction.
Monetary assets and monetary liabilities denominated in foreign currencies are
retranslated at the functional currency rate of exchange ruling at the reporting date.
All differences are recognized in profit or loss.

Nonmonetary items in foreign currencies that are measured in terms of historical cost
are translated using the exchange rate at the date of the transaction. Foreign
currency differences arising on translation are recognized in profit or loss.

Taxes

Current Tax

Current tax is the expected tax payable or receivable on the taxable income or loss
for the year, using tax rates enacted or substantively enacted at the reporting date,
and any adjustment to tax payable in respect of previous years.

Current income tax relating to items directly recognized in equity is recognized in
equity and not in profit or loss. Management periodically evaluates positions taken in
the tax returns with respect to situations in which applicable tax regulations are
subject to interpretation and established provision as appropriate.

Deferred Tax

Deferred tax is 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.

Deferred tax liabilities are recognized for all taxable temporary differences, except:

= where the deferred tax liability arises from the initial recognition of goodwill or of
an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor taxable profit or
loss; and

= with respect to taxable temporary differences associated with investments in
shares of stock of subsidiaries and associates, where the timing of the reversal
of the temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future.
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Deferred tax assets are recognized for all deductible temporary differences,
carryforward benefits of unused tax credits from excess minimum corporate income
tax (MCIT) and net operating loss carryover (NOLCO) to the extent that it is probable
that taxable profit will be available against which the deductible temporary
differences and the carryforward benefits of unused tax credits from excess MCIT
and NOLCO can be utilized, except:

= where the deferred tax asset relating to the deductible temporary difference
arises from the initial recognition of an asset or liability in a transaction that is not
a business combination and, at the time of the fransaction, affects neither the
accounting profit nor taxable profit or loss; and

»  with respect to deductible temporary differences associated with investments in
shares of stock of subsidiaries and associates, deferred tax assets are
recognized only to the extent that it is probable that the temporary differences will
reverse in the foreseeable future and taxable profit will be available agamst
which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and
reduced 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 asset to be utilized. Unrecognized
deferred tax assets are reassessed at each reporting date and are recognized to the
extent that it has become probable that future taxable profit will aliow the deferred tax
asset to be recovered.

The measurement of deferred tax reflects the tax consequences that would follow
the manner in which the Group expects, at the end of the reporting period, to recover
or settle the carrying amount of its assets and liabilities.

Deferred tax assets and deferred tax liabilities are measured at the tax rates that are
expected to apply in the year when the asset is realized or the liability is seftled,
based on tax rates (and tax laws) that have been enacted or substantively enacted at
the reporting date.

In determining the amount of current and deferred tax, the Group takes into account
the impact of uncertain tax positions and whether additional taxes and interest may
be due. The Group believes that its accruals for tax liabilities are adequate for all
open tax 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 Group 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 a determination is made.

Current tax and deferred tax are recognized in profit or loss except to the extent that
it relates to a business combination, or items recognized directly in equity or in OCL.

Deferred tax assets and deferred tax liabilities are 6ffset, if a legally enforceable right

exists to set off current tax assets against current tax liabilities and the deferred
taxes relate to the same taxable entity and the same taxation authority.
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Value-added Tax (VAT)
Revenues, expenses, and assets are recognized net of the amount of VAT except:

= where the sales tax incurred on a purchased of assets or services is 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.

Related Party Transactions and Relationships .
Related party relationship exists when one party has the ability to control, directly, or
indirectly through one or more intermediaries, the other party or exercise influence
over the other party in making financial and operating decisions. Such relationships
also exist between and/or among entities which are under common control with the
reporting enierprise, or between, and/or among the reporting enterprise and its key
management personnel, directors, or its shareholders. In considering each possible
related party relationship, aftention is directed to the substance of the relationship,
and not merely the legal form. Related parties may be individuals or corporate
entities.

Operating Seaments

The Group’s operating segments are organized and managed separately according
to the nature of the products and services provided, with each segment representing
a strategic business unit that offers different products and serves different markets.

SCPC is the only operating subsidiary of STN prior to the acquisition of SMPC.
SCPC’s activity after it ceased its packaging operations in 2006 is limited to leasing
of properties. SMPC, on the other hand, was acquired on December 29, 2020. As
such, SMPC's results of operations in 2020 were considered as pre-acquisition and
were not consolidated in the consolidated statements of comprehensive income.
Given the foregoing, SCPC's leasing business with SMPC represents the only
reportable segment of the Group in 2020 and 2019. Following the acquisition of
SMPC in 2020, the Group has only one business segment which is related to
SMPC’s packaging business.

Basic and Diluted Earnings Per Share (EPS)
Basic EPS is computed by dividing the net income for the period attributable to

equity holders of the Parent Company by the weighted-average number of issued
and outstanding common shares during the period.

For the purpose of computing diluted EPS, the net income for the period attributable
to equity holders of the Parent Company and the weighted-average number of
issued and outstanding common shares are adjusted for the effects of all potential
dilutive instruments.

Provisions

General

Provisions are recognized when the Group has a present obligation
(legal or constructive) as a result of a past event and it is probable 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. If the effect of the
time value of money is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments
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 time
is recognized as an interest expense. Provisions are reviewed at each reporting date
and adjusted to reflect the current best estimate.
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Contingencies

Contingent liabilities are not recognized in the consolidated financial statements but
are disclosed in the notes to the consolidated financial statements unless the
possibility of an outflow of resources embodying economic benefits is remote.
Contingent assets are not recognized in the consolidated financial statements but

are disclosed in the notes to the consolidated financial statements when an inflow of
economic benefits is probable.

Events After the Reporting Date

Post year-end events that provide additional information about the Group’s position
at the reporiing date (adjusting events) are recognized in the consolidated financial
statements. Post year-end events that are not adjusting events are disclosed in the
notes 1o the consolidated financial statements when material.

4. Management’'s Use of Judgments, Estimates and Assumptions

The preparation of the consolidated financial statements in accordance with PFRS
requires management to make judgments, estimates and assumptions that affect the
application of accounting policies and the amounts of assets, liabilities, income, and
expenses reported in the consolidated financial statements at the reporting date.
However, uncertainty about these judgments, estimates and assumptions could
result in an outcome that could require a material adjustment to the carrying amount
of the affected asset or liability in the future.

Judgments and estimates are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances. Revisions are recognized in the
period in which the judgments and estimates are revised and in any future period
affected.

Judgments

in the process of applying the accounting policies, management has made the
following judgments, apart from those involving estimations, which have the most
significant effect on the amounts recognized in the consolidated financial statements:

Functional Currency

Based on the economic substance of the underlying circumstances relevant to the
Group, the functional currency has been determined to be the Philippine Peso. It is
the currency that mainly influences the sales price of services of the Group and the
costs of providing these services.

Operating Lease Commiltments - Group as Lessor

The Group has entered into an operating lease agreement as a lessor. The Group
had determined that it retains all the significant risks and rewards of ownership of the
properties leased out on the operating lease.

Rent income recoghized in profit or loss amounted to P5.38 million, nil, and
P40.00 million, in 2022, 2021, and 2020, respectively (Note 18).

Incremental Borrowing Rate on Leases

The Group cannot readily determine the interest rate implicit in the leases. Therefore,
it uses its relevant incremental borrowing rate to measure lease liabilities.
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The incremental borrowing rate is the rate of interest that the Group wouid have to
pay to borrow over a similar term, and with a similar security, the funds necessary to
obtain an asset of a similar value to the right-of-use asset in a similar economic
environment. The incremental borrowing rate, therefore, reflects what the Group
would have to pay, which requires estimation when no observable rates are available
and to make adjustments to reflect the terms and conditions of the lease. The Group
estimates the incremental borrowing rate using observable inputs (such as market
interest rates) when available and is required to consider certain contract and entity-
specific estimates.

The Group’s lease liabilities amounted to P27.55 million and P34.34 million as at
December 31, 2022 and 2021, respectively (Note 23).

Determining the Lease Term of Contracts with Renewal Options - Company as
Lessee

The Group has a lease contract that include extension options. At lease
commencement date, the Group applies judgment in evaluating whether it is
reasonably certain to exercise the option to renew the lease by considering all
relevant factors that create an economic incentive for it to exercise the renewal
option. The Group reassesses whether it is reasonably certain to exercise the
options if there is a significant event or change in circumstances within its control.

Classification of Financial Instruments. The Group exercises judgments in ciassifying
financial instrument, or its component parts, on initial recognition as a financial asset,
a financial liability, or an equity instrument in accordance with the substance of the
contractual arrangement and the definitions 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 consolidated statements of financial position.

The Group uses its judgment in determining the classification of financial assets
based on its business model in which assets are managed and their cash flow
characteristics. The classification and fair values of financial assets and financial
liabilities are presented in Note 24.

Business Model. The Group makes an assessment of the objective of the business
model in which a financial asset is held at a portfolio level because this best reflects
the way. the business is managed, and information is provided to the 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
liabilities 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 Group's
management;

= the risks ihat affect the performance of the business model (and the financial
assets held within that business model) and how those risks are managed;

= how managers of the business are compensated - e.g. whether compensation is

based on the fair value of the assets managed or the contractual cash flows
coliected; and
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= the frequency, volume and timing of sales of financial assets in prior periods, the
reasons for such sales and expectations about future salary activity.

Cash Flow Characteristics - Payments of Principal and Interest. 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 money and for
the credit risk associated with the principal amount outstanding during a particular
period of time and for other basis lending risks and costs (e.g. Ilqwdzty risk and
administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of principal and
interest, the Group considers contractual terms of the instrument. This includes
assessing whether the financial asset contains a contractual term that could change
the timing or amount of the contractual cash flows such that it would not meet these
conditions. In making this assessment, the Group considers:

v contingent events that would change the amount or timing of cash flows;

= terms that may adjust the contractual coupon rate, including variable
rate features;

= prepayment and extension features; and

= terms that limit the Group's claim to cash flows from specified assets
(e.g. non-recourse features).

The Group determines that the business model for financial assets at amortized cost
is held to collect contractual cash flows and meets the solely principal and interest
criterion as at December 31, 2022 and 2021.

Determining Whether the Group is Acting As a Principal or Agent in a Revenue
Transaction. The determination of whether the Group acts as a principal or agentina
contract is made by identifying each specified service promised to the customers in
the contract and evaluating whether the Group obtains control of the specified
service before it is transferred to the customer.

The Group determined that it acts as a principal in its revenue transactions.

Measurement of Fair Values. A number of the Group’s accounting policies and
disclosures require the measurement of fair values, for both financial and
non-financial assets and liabilities.

The Group uses market observable data when measuring the fair value of an asset
or liability. Fair values are categorized into different levels in a fair value hierarchy
based on the inputs used in the valuation techniques (Note 3).

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 based on the lowest level input that is significant to the entire
measurement. ’

The Group recognizes transfers between levels of the fair value hierarchy at the end
of the reporting period during which the change has occurred.

The fair values of the Group’s financial instruments are disclosed in Note 24.
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Estimates and Assumptions
The key estimates and assumptions used in the consolidated financial statements
are based upon management’s evaluation of relevant facts and circumstances as of

the date of the consolidated financial statements. Actual results could differ from
such estimates.

Acquisition Accounting. At the time of acquisition, the Group considers whether the
acquisition represents an acquisition of a business or a group of assets. The Group
accounts for an acquisition as a business combination if it acquires an integrated set
of business processes in addition to the group of assets acquired.

The Group accounts for acquired businesses using the acquisition method of
accounting which requires that the assets acquired and the liabilities assumed are
recognized at the date of acquisition based on their respective fair values.

The application of the acquisiion method requires certain estimates and
assumptions concerning the determination of the fair values of acquired assets as
well as liabilities assumed at the acquisition date. Moreover, the useful lives of the
acquired intangible assets, if any, and property and equipment have to be
determined. Accordingly, for significant acquisitions, the Group obtains assistance
from valuation specialists. The valuations are based on information available at the
acquisition date.

The Group has determined that the acquisition of SMPC represents a business due
to the presence of the integrated set of activities acquired.

In 2020, the Group recognized a gain amounting to P267.46 million resulting from
the acquisition of SMPC (Note 5).

Assessment for ECL on Receivables. The Group, applying the simplified approach in
the computation of ECL, initially uses a provision matrix based on historical default
rates for trade and other receivables. The Group also uses appropriate groupings if
its historical credit loss experience show significantly different loss patterns for
different customer segments. The Group then adjusts the historical credit loss
experience with forward-looking information on the basis of current observable data
affecting each customer segment to reflect the effects of current and forecasted
economic conditions.

The Group adjusts historical default rates to forward-looking default rate by
determining the closely related economic factor affecting each customer segment.
The Group regularly reviews the methodology and assumptions used for estimating
ECL to reduce any differences between estimates and actual credit loss experience.
The determination of the relationship between historical default rates and forecasted
economic conditions is a significant accounting estimate.

The Group has assessed that the forward-looking default rate component of its ECL
on receivables are not material because substantial amount of receivables has been
coliected. Moreover, based on management's assessment, current conditions and
forward-looking information does not indicate a significant increase in credit risk
exposure of the Group from its receivables.

Allowance for impairment losses on receivables amounted to P77.523 million and
P64.941 million as at December 31, 2022 and 2021, respectively. The carrying
amount of receivables amounted to P861.27 million and P424.79 million as at
December 31, 2022 and 2021, respectively (Note 7).
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Assessment for ECL on Other Financial Assets at Amortized Cost. The Group
determines the allowance for ECL using general approach based on the
probability-weighted estimate of the present value of all cash shortfalis over the
expected life of financial assets at amortized cost. ECL is provided for credit losses
that result from possible default events within the next 12-months unless there has

been a significant increase in credit risk since initial recognition in which case ECL is
provided based on lifetime ECL.

When determining if there has been a significant increase in credit risk, the Group
considers reasonable and supportable information that is available without undue
cost or effort and that is relevant for the particular financial instrument being
assessed such as, but not limited to, the following factors:

* Actual or expected external and internal credit rating downgrade;
= Existing or forecasted adverse changes in business, financial or economic
conditions; and

= Actual or expected significant adverse changes in the operating results of the
borrower.

The Group has assessed that the ECL on other financial assets at amortized cost is
not material because the transactions with respect to these financial assets were
entered into by the Group only with reputable banks. Accordingly, no additional
provision for ECL on other financial assets at amortized cost was recognized in 2022
and 2021. The carrying amounts of other financial assets at amortized cost are as
follows:

Note 2022 2021

Cash in banks 6 P49,609 P65,853
Refundable security deposits 59 8,611 6,925
P58,220 P72,778

Estimafing Allowance for Inventory Obsolescence. The Group's inventories are
written down to their net realizable value (NRV) whenever their NRV fall below
carrying amounts due to physical damage, obsolescence or adverse changes in
prices. In determining NRV, management considers estimated selling price of
inventories [ess the estimated costs of completion and the estimated costs
necessary to make the sale.

Allowance for inventory obsolescence amounted to P26.818 million and
P22.859 million as at December 31, 2022 and 2021, respectively (Note 8).

The carrying amount of inventories amounted to P1,888.46 million and
- P642.68 million as at December 31, 2022 and 2021, respectively (Note 8).

Estimation of Useful Lives of Property and Equipment. The Groups estimates the
useful lives of property and equipment based on the period over which the assets are
expected to be available for use. The estimated useful lives of property and
equipment are reviewed periodically and are updated if expectations differ from
previous estimates due to physical wear and tear, technical or commercial
obsolescence and legal or other limits on the use of the assets.
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in addition, estimation of the useful lives of property and equipment is based on
collective assessment of industry practice, internal fechnical evaluation and
experience with similar assets. It is possible, however, that future financial
performance could be materially affected by changes in estimates brought about by
changes in factors mentioned above. The amounts and timing of recorded expenses
for any period would be affected by changes in these factors and circumstances. A
reduction in the estimated useful lives of property and equipment would increase
recorded costs and expenses and decrease noncurrent assets.

The carrying amount of the Group’s property and equipment amounted to
P873.32 million and P546.09 million at December 31, 2022 and 2021, respectively
(Note 11).

Determination of Impairment of Nonfinancial Assets

PFRS requires that an impairment review be performed on prepaid expenses and
other current assets, asset held-for-sale, right-of-use asset and property and
equipment when events or changes in circumstances indicate that the carrying
amount may not be recoverable. Determining the recoverable amounts of these
assetfs requires the estimation of cash flows expected to be generated from the
continued use and ultimate disposition of such assets. While it is believed that the
assumptions used in the estimation of fair values reflected in the consolidated
financial statements are appropriate and reasonabie, significant changes in these
assumptions may materially affect the assessment of recoverable amounts and any
resulting impairment loss could have a material adverse impact on the financial
performance.

Based on the assessment of the Group, certain nonfinancial assets are to be
provided with aliowance for impairment.

Allowance for impairment losses on advances to suppliers amounted to
P1.843 million as at December 31, 2022 and 2021 (Note 9).

Allowance for impairment losses on asset held-for-sale amounted to
P199.958 million as at December 31, 2022 and 2021 (Note 10).

No impairment loss was recognized on right-of use assets and property and
equipment as at December 31, 2022 and 2021 (Notes 11 and 23).

Present Value of Defined Benefit Retirement Obligation. The present value of the
defined benefit retirement obligation depends on a number of factors that are
determined on an actuarial basis using a number of assumptions. These
assumptions are described in Note 16 to the consolidated financial statements and
include discount rate and salary increase rate.

The Group determines the appropriate discount rate at the end of each reporting
period. It is the interest rate that should be used to determine the present value of
estimated future cash outflows expected to be required to settle the retirement
obligations. In determining the appropriate discount rate, the Group considers the
interest rates on government bonds that are denominated in the currency in which
the benefits will be paid. The terms to maturity of these bonds should approximate
the terms of the related retirement obligation.

Other key assumptions for the defined benefit retirement obligation are based in part
on current market conditions. '
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While it is believed that the Group’s assumptions are reasonable and appropriate,
significant differences in actual experience or significant changes in assumptions
may materially affect the Group’s defined benefit retirement obligation.

As at December 31, 2022 and 2021, retirement benefits liability amounted to
P9.90 million and P7.39 million, respectively. Retirement benefits expense amounted

to P1.36 million, P1.45 million, and nil in 2022, 2021, and 2020, respectively.
(Note 16).

Estimation of Realizability of Deferred Tax Assets

The Group reviews its deferred tax assets at each reporting period and reduces the
carrying amount to the extent that it is no longer probable that sufficient taxable profit
will be available to allow all or part of the deferred tax assets to be utilized. The
Group's assessment on the recognition of deferred tax assets on deductible
temporary differences and carry-forward benefits of NOLCO is based on the
projected taxable income in the following periods.

Deferred’ tax -assets amounting to P24.235 million and P15.351 million as at
December 31, 2022 and 2021, respectively, relates to the acquired deferred tax
assets of SMPC. Deferred tax assets of STN and SCPC have not been recognized
as at December 31, 2022 and 2021 because management believes that it is not
probable that future taxable profit will be available against which the deferred tax
assets may be utilized (Note 22).

Provisions and Contingencies

The Group, in the ordinary course of business, sets up appropriate provisions for its
present legal or constructive obligations, if any, in accordance with its policies on
provisions and contingencies. In recognizing and measuring provisions,
management takes risk and uncertainties into account.

The Group has not recognized any provisions in 2022 and 2021.

5. Business Combination

On December 28, 2020, the Group acquired 269,250,000 shares of SMPC,
representing 100% equity interest in SMPC, in exchange for the 269,250,000 shares
of stock of the Parent Company, issued at par value of P1 (Notes 1 and 17).

The following summarizes the recognized provisional and final amounts of assets
acquired and liabilities assumed at acquisition date:

Provisional Fair Value

Amount Adiustment  Final Amount

Assets :
Cash P34,257 P - P34,257
Receivables 336,333 - 336,333
Inventories 671,367 - 671,367

Prepaid expenses and other current
assets 27,822 - 27,822
Property and equipment 323,705 155,924 479,629
Right-of-use asset 5,767 86 5,853
Advances to third parties 1,060 - 1,060
Deferred tax assets 19,779 - 19,779
Input value-added taxes 12,847 - 12,847
Refundable security deposits 1,343 - 1,343
’ 1,434,280 156,010 1,590,290

Forward
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Provisional Fair Value

Amount Adjustment  Final Amount
Liabilities
Trade payables and other current
liabilities ' (P537,866) P - {P537,866)
Loans payable (346,247) - (346,247)
Amounts owed to related parties (108,653) - (108,653)
Lease liabilities (including current
portion) (6,283) 217 (8,066)
Income tax payabie (114) - (114)
Deferred tax liability - (46,777) (46,777)
Retirement benefits liability (7,858) - (7,858)
(1,007,021) (46,560} (1,053,581)
Total Identifiable Net Assets P427,259 P109,450 P536,709

Provisional and final gain as a result of the acquisition of a subsidiary follows:

Provisional
Amount Adjustments  Final Amount

Consideration transferred:

Capital stock P269,250 P - P269,250
Total identifiable net assets 427 259 109,450 536,709
Gain on acquisition : P158,009 P109,450 P267,45%

As a result of adjustments to correct the fair values of properties and equipment
acquired, the resulting gain in acquisition increased by P108.450 million.
Accordingly, the gain on the acquisition of SMPC amounted to P267.459 million and
recognized as “Gain in acquisition of a subsidiary” in the 2020 consolidated
statements of comprehensive income.

Since SMPC was acquired on December 29, 2020, SMPC's results of operations in
2020 were considered as pre-acquisition. For the year ended December 31, 2020,
the consolidated revenues and net income of the Group would have increased by
P1,276.50 million and P15.94 million, respectively, had the acquisition been
completed at the beginning of the reporting period.

Receivables :

The fair value of receivables amounted to P336.333 million. The gross amount of
Receivables is P344.980 million, of which P8.646 million is expected to be
uncollectible as at the acquisition date.

Acquisition-related Costs

The Group incurred acquisition-related costs of P5.800 million and P2.021 million for
the years ended December 31, 2021 and 2020, respectively, which have been
included in the “Operating expenses” account in the consclidated statements of
comprehensive income.

6. Cash

This account consists of:

Note 2022 2021

Cash in banks 24 P49,519 P65,813
Cash on hand 80 40
5 P49,609 P65,853
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The Group’s cash in banks earns annual interest at the respective bank deposit
rates.

Interest income from cash in banks amounted to P0.038 million, P0.025 million, and
P0.019 million in 2022, 2021, and 2020, respectively (Note 21).

7. Receivables

This account consists of:

Note 2022 2021
Trade receivables:
Third parties P674,178 P431,953
Related party 15 96,117 30,282
772,425 462,235
Less allowance for impairment losses on:
Trade receivables - third parties (77,523) (64,941)
694,902 397,294
Non-trade receivables:
Third party 118,282 15,533
Related party 15 48,087 11,859
166,369 27,492
5, 24 P861,271 P424.,786

Trade receivables are non-interest bearing and are generally with 30 to 90-day term.

Non-trade receivables pertain to reimbursements of costs incurred on behalf of entity
under common control.

The movements in the allowance for impairment losses is as follows:

Note 2022 2021

Balance at beginning of year P64,941 P35,480
Allowance on receivables assumed from

SMPC - 8,647

Allowance during the year 20 12,582 20,814

Balance at end of year P77,523 P64,941

8. Inventories

Inventories stated at lower of cost and NRV consist of:

Note 2022 2021

Raw materials P1,729,612 P549,309
Work-in-process 24,574 13,426
Materials and supplies 116,775 81,586
Finished goods 44,418 21,214
1,915,279 665,535

Less allowance for inventory write-down 26,819 22,859
5 P1,888,460 P642,676
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Inventories are held by SMPC. The cost of inventories recognized as expense and
included in “Cost of Sales and Services” account amounted to P1,695.495 million
and P1,084.600 million in 2022 and 2021, respectively (Note 19). Allowance for
inventory write down pertains to damaged raw materials and unusable or obsolete
materials and supplies.

Roll-forward of allowance for inventory losses as follows:

2022 2021
Balance at beginning of year P22,859 P38,247
Provision for inventory losses 3,960 -
Reversal of previously recognized inventory
losses - (15,388)
Balance at end of year ' P26,819 P22,859

Based on management's assessment of its inventory conditions and net realizable
values, no provision for inventory losses were recognized in the consolidated
statements of comprehensive income in 2021.

9. Prepaid Expenses and Other Current Assets

This account consists of:

Note 2022 2021
fnput VAT - net P82,370 P57,145
Prepaid taxes 67,005 50,956
Prepaid importation charges 27,754 17,695
Prepaid insurance 14,088 349
Refundable security deposits 23, 24 4,992 5,299
Advances to suppliers 1,863 1,843
QOther prepayments 1,165 1,502

. 189,237 134,789

Less: Allowance for impairment losses
and unrecoverable prepaid taxes (1,843) (1,843)
5 P197,394 P132,946

Input VAT represents accumulated input taxes from purchases of goods and
services for business operations which can be applied against future output VAT.

Prepaid taxes include creditable withholding taxes withheld by the Group’s
customers which can be applied against future income tax liability. Prepaid
importation charges pertain to advance payments to various suppliers of imported
paper rolls. '

Refundable security deposits pertain {o cash deposits on container vans and leases
of warehouse and office space. Security deposits on container vans are refundabie
upon return of container vans while security deposits on leases are refundable at the
end of the lease period.

In 2020, the Group applied prepaid tax credits with corresponding allowance for

impairment against income tax payable. Gain on reversal of impairment amounting to
P7.993 million was recognized under “Other income” (Note 21).
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10. Asset Held-for-Sale

Investment in associate (SLC) represents 249,500 common shares and 4,920 voting
preferred shares with a par value of P1 per share and P10 per share, respectively.
The Parent Company’s percentage of interest in SLC is based on its direct 10.22%

- equity plus the 298.49% equity in SLC held by its two (2) wholly-owned subsidiaries.

All the shares are included in the dacion en pago in compliance with the approved
loan restructuring (Note 1). This arrangement materialized in 2010 and the amount
was reclassified from investment in associate to asset held-for-sale.

The ownership of the Group in SLC is measured at lower of the carrying amount and
fair value less cost to sell. In 2012, the preferred shares held by the Parent Company
in SLC amounting to P0.049 million were transferred to Greenkraft in relation to
dacion en pago (Note 1) and reduced the loan for the same amount.

As at December 31, 2012, the carrying amount of the shares related to the Parent
Company's preferred shares in SLC based on par value was also reduced to
P0.249 million after issuance of the certificate authorizing registration.

The movements and balances of the asset held-for-sale as at December 31, 2022
and 2021 are as follows:

Cost

January 1, 2010 P417,779

Accumulated Share in Net Losses

January 1, 2010 (28,013)

Share in financial performance for the year » (65,197)
(83,210)

Allowance for impairment (199,958)

Carrying amount reclassified as asset held-for-sale in 2010 134,611

Assigned/written-off in 2012 (13,762)

Disposal (249)

Asset Held-for-Sale

December 31, 2022 and 2021 P120,600

Certificate Authorizing Registration of SCPC for the assignment of the preferred

- shares in SLC to Greenkraft has already been completed on June 5, 2023 after

resubmission of all pertinent documents related to the deed of assignment. The
transfer and issuance of new stock certificate to Greenkraft was fully consummated
on September 29, 2023.
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In 2021, SCPC availed of a long-term loan for the purchase of land acquired in
December 2021. The acquired land serves as a security to the loan availment
(Note 14).

The land and improvements thereon in San Vicente, Davao del Norte are subject to
mortgage under the Omnibus Loan and Security Agreement (OLSA) entered by
SCPC, SMPC, and another affiliate as Borrowers in 2021 (see Note 18). The

carrying amount of land and improvements as at December 31, 2022 and 2021
amounted to P187.587 million and P185.050 million, respectively.

Depreciation is recognized as follows:

Note 2022 2021 2020

Cost of sales 19 P39,016 P77,942 P -
Cost of services 19 43,868 28,997 2
Operating expenses 20 78,452 5,433 965
P161,336 P112,372 P967

12. Investments in Equity Instruments

The account consists of investments in shares of stock of utility companies and
golf/country club memberships which were designated as financial assets at FVOCI.

These investments were measured at fair value based on quoted prices as at
December 31, 2022 and 2021. .

The movements in investments in equity instruments are as follows:

Note 2022 2021
Cost
Balance at beginning of year P95,066 P94 171
Additions ' 26,830 15,826
Disposals (19,461) {14,931)
Balance at end of year 102,435 95,066
Changes in Fair Value
Balance at beginning of year 10,646 (10,330)
Changes in fair value (4,382) 23,996
Transfer of fair value reserve for investments
in equity instruments designated at FVOCI {9,610) (3,020)
Balance at end of year (3,3486) 10,646
24 P99,089 P105,712

Dividend income earned in 2022, 2021, and 2020 amounted to P4.759 million,
P35.715 million, and P1.697 million, respectively (Note 21).
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13. Trade Payables and Other Current Liabilities

This account consists of:

Note 2022 2021
Trade payables: 24

Third parties P158,615 P91,502
Related parties 15 59,026 26,134
Payable to bank 371,034 296,247

Advances from customers: '
Third parties 5,748 26,826
Related parties ' 15 688,093 43,237
Accrued expenses 24 705,396 72,285
Payable to government agencies 12,442 7,554
Others 24 36,879 7,999
5 P2,037,233 P571,784

Trade payables generally have 30-day term and includes interest-bearing letter of
credits with terms ranging from 20 to 180 days.

Payables to bank pertain to trust receipts transaction with banks used to purchase
imported paper with terms of 60 to 180 days. Interest expense on letter of credits
recognized in profit or loss amounted to P4.383 million, P2.682 million, and nil in
2022, 2021, and 2020, respectively.

Advances from customers pertain to advance payments made by customers for

purchase of goods. As of December 31, 2022 and 2021, the Group has not refunded
any amount. .

Accrued expenses mainly pertain to accrued charges from Bureau of Customs for
raw materials importation, payable fo other tolling customers and suppliers for paper
purchases.

Details of accrued expenses as at December 31 are as follows:

Note 2022 2021
Importation cost P47,687 P23,260
Salaries and other employee benefits - 2,552 2,476
Other purchases:
Third parties 160,607 20,521
Related parties 15 465,341 78
Insurance 13,590 4,984
Quiside services 4,548 328
Professional fees 3,522 1,154
Others : 6,949 19,484
’ P705,396 P72,285

Other purchases pertain to accruals of other supplies and services locally purchased
and incurred for the period.
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14. Loans Payable

This account consists of:

Note 2022 2021
Loans payable:
Current portion of long-term loans P118,648 P -
Short-term loans 414,740 331,747
Payable to Greenkraft Corporation 15 190,000 190,000
723,388 521,747
L.oans payable, net of current portion:
Local bank loan 11 504,970 130,401
1,24 P1,228,358 P652,148

Short-term Loans

Short-term loans from local banks are unsecured, peso-denominated promissory
notes intended for additional working capital requirements of the SMPC. These are
payable within six months and bear annual interest rates ranging from 2.0% to 5.5%
and 2.0% to 3.5% in 2022 and 2021, respectively.

The related interest expense on the above loans recognized in profit or loss
amounted to P37.328 million, P9.557, and nil in 2022, 2021, and 2020, respectively.
Interest expense in 2020 is considered pre-acquisition.

Long-term Loans

Omnibus Loan and Security Agreement (OLSA)

On November 29, 2021, the SCPC, SMPC, and ancther affiliate, collectively as
Borrowers, entered into an Omnibus Loan and Security Agreement (OLSA) with a
local bank. The loan has seven-year term and up to an aggregate amount of
P2 billion or its U.S. Dollar equivalent. The proceeds of the loan will be used to
finance the purchase by the Borrowers of the subject assets as described in Section
1 of Part C of the OLSA. The loan drawdown will enable the Borrowers to purchase
the subject properties and to operate the Dole Philippines Inc. (DP1) box plant
property in Davao.

The loan has floating interest rate based on the prevailing market rate at each
repricing date, with a one-time option to fix. The loan is secured by mortgaged
properties as described in Part C, Section 3.02 and enumerated in Schedule Il of the
OLSA, and future receivables of the Borrowers, and guaranteed by the major
shareholders of the Parent Company.

The other essential elements of the OLSA, among others, are summarized below:

a) The Borrowers are entitled to a grace period on principal payments for the first
12 months reckoned from the initial drawdown and shall pay only interest on the
loan amount. At the end of the 13th month from the initial drawdown date, the
Borrowers shall commence payment of the principal and interest. The principal
payments shall be made in 72 equal monthly amortizations beginning on the
13th month from the initial drawdown date.

b) The Borrowers shall pay interest on the outstanding advance monthly in arrears
at the interest rate on each interest payment for the interest period. The interest
rate on the advance payment shall be the prevailing market rate as of the
repricing date. '
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c) The Borrowers shall not sell, lease, transfer, grant or otherwise dispose all or
substantially all of its properties and assets, except for leases entered into with
any of the Borrower’s affiliates for the lease of DPI Box Plant and Printing Plant.

d) Cross default and cross acceleration provision as an event of default. This is
when the Borrower defaults in the payment of principal or interest or commits
violation of any terms and conditions, or accelerate or permit acceleration, of any
agreement and the lender believes that the breach or violation will adversely and

materially affect the Borrower's operations or ability to perform its obligation
under the OLSA.

e) No new borrowing, unless with consent of the lenders.

fy Creditor's consent for change in material ownership in the borrowers and
mortgagors.

g) Standard covenants, representations and warranties.

h) Prohibited from declaring dividends to its owners until full payment of all amounts
payable, unless consented in writing by the lenders/creditors.

in December 2021, the SCPC initially availed of the loan amounting to $2,588,000
equivalent to P130.401 million for the purchase of land (Note 11).

On January 24, 2022, the SCPC availed the second and final drawdown of the loan
amounting to $9,087,396.

As at November 29, 2022, the loan has been fully drawn by the SCPC and an
affiliate. SMPC has no loan drawdown as at November 29, 2022.

In 2022, SCPC’s outstanding loans payable were converted to Philippine peso.

in accordance with Part B, Section 5.01 (m) of the OLSA, the Borrowers are required
to maintain debt to service coverage ratio of at least 1.25x, a total debt-to-equity ratio
of 1.5 to 1, and a debt o EBITDA of no more than three times. The SCPC has failed
to comply with the financial ratios indicated in the OLSA as at December 31, 2021.
The OLSA provides that default provisions, other than payment default, are
remediable within 30 days after written notice from the lender of such failure to
comply with the terms or covenant in the OLSA.

As at December 31, 2022 and 2021, the Borrowers have not received any notice of -
default from the lender that will trigger the non-compliance with financial ratios an

event of default. On August 23, 2023 and November 3, 2022, upon the request of the

Borrowers, the Borrowers received a letter from the lender confirming that the bank

did not declare the Borrowers in default under the OLSA notwithstanding their

non-compliance with the required financial ratios as at December 31, 2022 and 2021,

respectively.

Transaction cost on loan availment pertaining to documentary stamp tax paid in 2021
amounted to P4.522 million, of which P1.002 million relates to initial drawdown in
2021 and recorded as deduction from loans payable, and the remaining balance of
P3.520 million relates to final drawdown in January 2022 recorded as part of Prepaid
taxes (Note 9).
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Payable to Greenkraft Corporation

Omnibus Agreement (Amended in 2010)

Borrowings from Greenkraft and Roxburgh were secured loans and were originally
obtained from lending banks under the Omnibus Agreement’s revolving working
capital facility subject to annual interest rates prior to assignment of the loan to third
parties in 2006. The said creditors/lenders are now considered related parties of STN

following the dacion en pago arrangements and reassessment of related party
relationships in 2010.

The property and equipment of the Group and present and future receivables of the
subsidiaries are used as collateral in accordance with the Amended Agreement. In
2012, the total fair value of assets pledged as security, which includes investment in
an associate, land and land improvements and building and building improvements,
declined from P290 million to P289.88 million (Note 1). In 2014, the land and land
improvements and building and building improvements of SCPC were transferred to
the creditors/lenders.

Furthermore, the Amended Agreement provides for certain affirmative and negative
covenants subject for compliance by the Group and payment terms as discussed in
Note 1 which is due after completion of dacion en pago that is expected to be
completed in 2022.

Upon approval of the Amended Agreement, the above creditors are aware of the
Group’s non-compliance with covenant due to the Group’s financial condition and
such will not be a ground to default from the Amended Agreement.

As discussed in Note 1, the accrued interest amounting to P294.6 million which was
capitalized as part of the loan principal in 2010 in accordance with the Amended
Agreement, was condoned by its major creditors in 2011. In addition, the accrued
interest in 2010 amounting to P13.1 million was also reversed in 2011 in relation to
the 2-year grace period provided by its creditors. These were all offset against
advances to SCPC as the proceeds of the original loan were loaned by the Parent
Company to SCPC, subject to the same interest rates.

In 2012, TPC and SCPC's investment in shares of stock with SLC amounting to
P0.64 milion was assigned to Greenkraft as part of the dacion en pago
arrangements (Note 1) resulting to a reduction of the borrowing balance.

In 2013, the creditors/lenders granted STN two (2) years extension of principal
repayment, reduction of interest rate from 6% p.a. to 2% p.a. for the first five
(5) years and further waive interest charges annually until 2019.

On July 17, 2019, the BOD and Stockholders of the Parent Company approved the
conversion of loans from Greenkraft and Roxburgh into common shares in STN. The
minority shareholders present or represented at the meeting unanimously voted to
waive the requirement to conduct a right or public offering of the shares to be issued
by virtue of debt-to-equity conversion. Consequently, principal and interest
payments on long-term debt was suspended beginning July 2019.

On December 29, 2020, the Parent Company issued 149,562,081 shares to
Greenkraft and Roxburgh effecting the debt-to-equity conversion following the SEC
approval of the Parent Company’s increase in authorized capital stock on the same
day (Note 18).

The outstanding long-term debt amounted to P190 million as at December 31, 2022
and 2021.
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Changes in liabilities arising from financing activities are as follows:

2022 2021
Balance at beginning of year P652,148 P536,247
Availment of loans 1,558,111 769,139
Payments of loans (916,000) (654,247)
Effect of exchange rate changes (65,901) 1,009
Balance at end of year P1,228,358 P652,148
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a. Amounts owed to related parties consist mainly of noninterest bearing advances
for working capital requirements with no definite repayment dates. These are
expected to be settled through realization of the dacion en pago in payment of
the investment in shares of stocks of SCPC in SL.C.

b. Reimbursement of various expenses were paid in advance by the Parent
Company and charged to the related party.

c. Sales to and FPurchases from Related Parties
Sales and purchases of inventories with related parties are made in the ordinary

course of business. These fransactions are unsecured, non-interest bearing and
are generally with 30 to 90-day term.

d. Lease and Warehousing Costs
On June 1, 2011, SMPC entered into a lease and warehousing cost agreement
with Golden Bales Corporation for the lease and warehousing of certain
properties for its plate-making process. The contract is for a period of 5 years
which expired on October 21, 2016 and was renewed thereafter for another
5-year term. The lease was renewed for another 2 years until October 31, 2023.
The lease agreement qualified as lease under PFRS 16 (see Note 23).

e. Advances from customers pertain to advance payments made by related parties
for purchase of goods.

f. Compensation of the Group’s key management personnel is comprised of short-
term benefits amounting to P4.263 million, P4.463 million, and P0.884 million in
2022, 2021, and 2020, respectively, recognized as part of “Professional fees,
security and outside services” account under Operating expenses (Note 20).

Unless otherwise indicated above, related party balances are expected to be settled
in cash.

The long-term loan of SCPC under the OLSA is guaranteed by the Parent
Company’s major shareholders without any charge (Note 14).

16. Retirement Benefits

SMPC maintains a non-contributory, defined benefit pension plan (the “Plan”)
covering substantially all of its regular employees. Under the provisions of the Plan,
the normal retirement age is 60, employees, upon reaching retirement age with at
least 5 years of service, can avail of early retirement. Employees covered have a
vested right to a certain percentage of retirement benefits after completion of at least
5 years of service.

Contributions and costs are determined in accordance with the actuarial studies
made for the Plan. Annual cost is determined using the projected unit credit method.
SMPC's latest actuarial valuation date is as at December 31, 2022. Valuation is
obtained on a periodic basis.

Under the existing regulatory framework, Republic Act 7641 requires a provision for
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
any collective bargaining and other agreements shall not be less than those provided
under the law. The law does not require minimum funding of the plan.
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The reconciliation of the present value of defined benefit obligation and the fair value

of the plan assets to the recognized liability presented as “Retirement benefits
liability - net” in the consolidated statements of financial position is as follows:

2022 2021
Balance at beginning of year P7,385 P7,858
Included in Profit or Loss
Current service cost 989 1,150
Interest expense 371 300
1,360 1,450
Included in Other Comprehensive Income
Actuarial gain due to:
Changes in financial assumptions (954) (213)
Experience adjustment v 2,297 (1,426)
1,343 (1,639)
Others
Benefits paid (184) (284)
(184) (284)
Balance at end of year 9,904 P7,385

The retirement benefits cost recognized as part of “Salaries, wages and other

employee benefits” in the consolidated statements of comprehensive income are
recognized as follows:

Note 2022 2021

Cost of sales and services 19 P9838 P1,031
Operating expense 20 371 419
P1,359 P1,450

The principal actuarial assumptions used to determine retirement benefits are as
follows:

2022 2021
Discount rates 7.18% 5.03%
Expected rate of salary increases 8.00% 4.00%

The mortality and the disability rates used in the valuation were the 1994 Group
Annuity Table and the 1952 Disability Table, respectively.

As at December 31, 2022 and 2021, the weighted average duration of the defined
benefit obligation is 18 years.
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Sensitivity Analysis on Actuarial Assumptions

Reasonably possible changes at the reporting date to one of the relevant actuarial
assumptions, holding other assumptions constant, would have affected the DBO by
the amounts shown below:

Increase Effect to Defined
(Decrease) Benefit Obligation

2022
Discount rates +100 basis points . (P1,319)
-100 basis points 1,616
Future salary increases +1.00% 1,584
-1.00% (1,322)

2021
Discount rates +100 basis points (950)
-100 basis points 1,183
Future salary increases +1.00% 1,183
-1.00% (972)

Although the analysis does not take account of the full distribution of cash flows
expected under the plan, it does provide an approximation of the sensitivity of the
assumption shown.

Maturity analysis of the benefit payments is shown below:

December 31, 2022

Carrying Contractual lLess than Within More than
Amount Cash Flows 1Year 1-5Years 5 Years

Defined benefit
obligation Pg,804 P185,124 P143 P1,5632 P183,449

December 31, 2021

Carrying Contractual  Less than Within More than -
Amount Cash Flows 1Year 1-5Years 5 Years
Defined benefit
obligation P7,385 P72,124 P137 p738 P71,249

Funding Arrangements .
The Group is not required to pre-fund the future defined benefits payable under the

Plan before they become due. For this reason, the amount and timing of
contributions to the Retirement Fund are at the Group’s discretion. However, in the
event a benefit claim arises and the Retirement Fund is insufficient to pay the claim,
the shortfall will then be due and payable from the Group to the Retirement Fund.

17. Equity

Capital Stock ‘
Capital stock as at December 31, 2022 and 2021 consists of:

No. of
Common Par Value Amounts in
Shares Per Share Thousand
Authorized 2,000,000,000 1 P2,000,000
Issued and outstanding 1,418,812,081 1 P1,418,812
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On July 17, 2019, the BOD and Stockholders of the Parent Company approved the
acquisition of shares of SMPC through a share swap transaction wherein all
shareholders of SMPC will exchange all their shares in SMPC for shares of STN. On
the same date, the BOD and Stockholders also approved the conversion of loans
from Greenkraft and Roxburgh into common shares in STN (Notes 1 and 14).

To accommodate the transactions discussed above, the BOD and Stockholders
approved the amendment of the AOI to increase the authorized capital stock from
P1 billion, divided into one billion common shares to P2 billion, divided into two billion
common shares with par value of P1 per share.

On December 29, 2020, the SEC approved the increase in authorized capital stock
of the Parent Company. On the same date, the Parent Company issued 269,250,000
shares to the shareholders of SMPC in exchange for all of their shareholdings to the
latter. The Parent Company also issued 149,562,081 shares to its lenders effecting
the debt-to-equity conversion.

Expenses incurred that are directly attributable to the issuance of shares, net of
related tax benefit, amounted to P6.21 million. Such amount was deducted against
additional paid-in capital in 2020.

Additional Paid-in- Capital

The Parent Company’s loans were restructured in October 2010 and the
123,818,000 unissued shares amounting to P123.82 miillion were issued to a creditor
to settle portion of the loan amounting to P247.63 million. The excess of the amount
settled over the amount of issued shares (P123.82 million) was recognized as part of
additional paid-in capital (Note 1).

Earnings Per Share
Basic earnings per common share in centavos for the years ended December 31 is
calculated as follows:

2022 2021 2020
Net income P18,246 (P2,315) P189,490
Divided by weighted average
number of common shares, in
thousands 1,418,812 1,418,812 1,002,295
Basic and diluted earnings per
share P0.0129 (P0.0016) P0.1891

There are no dilutive shares used in the computation of the earnings per shares,
hence, basic earnings per share is the same with the dilutive earnings per share.

18. Revenues

Recognition of each revenue stream is as foliows:

2022 2021 2020

Point in time P1,716,844 F1,231,289 P -
QOver time 488,569 45,216 40,000
P2,205,413 P1,276,505 P40,000
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The Group’s disaggregation of each source of product sales is presented below:

2022 2021 2020
Local sales P1,037,570 P432,198 P -
Indirect export sales 675,932 778,361 -
Sale of scrap 40,172 20,730 -
Sales discount (36,830) - -
P1,716,844 P1,231,289 P -
19. Cost of Sales and Services
This account consists of:
2022 2021 2020
Cost of sales P1,653,233 P1,063,361 P -
Cost of services 170,401 76,485 2
P1,823,634 1,139,846 P2
Cost of Sales
Details of the account as follows:
. Note 2022 2021 2020
Cost of Sales
Raw materials, January 1 P549,309 P606,695 P -
Add: Purchases 2,630,657 759,385 -
Total raw materials 3,179,866 1,366,080 -
Less: Raw materials,
December 31 8 (1,729,512) (549,309) -
Raw materials used 1,450,354 816,771 -
Direct labor 15,528 24,846 -
Factory overhead 221,704 225,272 -
Total manufacturing cost 1,687,586 1,066,889 -
Add: Work-in-process,
January 1 13,426 16,708 -
Total goods available for
manufacturing 1,701,012 1,083,597 -
Less: Work-in-process,
December 31 8 (24,574) (13,426) -
Total goods manufactured 1,676,438 1,070,171 -
Add: Finished goods,
January 1 21,214 14,404 -
Total goods available for sale 1,697,652 1,084,575 -
Less: Finished goods, :
December 31 8 (44,419) (21,214) -
P1,653,233 P1,063,361 P -

-53-




Cost of Services
Details of the account as follows:

Note 2022 2021 2020
Cost of Services
Depreciation and
amortization 11, 23 P62,123 P31,591 P2
Material used 8 39,819 18,325 -
Indirect labor 30,231 8,505 -
Salaries, wages and benefiis 16,822 7,008 -
Utilities 5,948 5,005 -
Insurance 5,204 1,430 -
Supplies 8 2,443 2,914 -
Outside services 4,919 1,609 -
Warehousing cost 1,861 1,966 -
Fuel and oil 477 35 -
Taxes and licenses 113 37 -
Rent - 60 -
Others 441 - -
P170,401 P76,485 P2

Details of factory overhead are as follows:

Note 2022 2021 2020

Depreciation and :
amortization 11, 23 P85,954 P84,612 P -
[ndirect labor 40,614 23,062 -
Indirect materials used 8 36,756 64,972 -
Utilities 18,197 17,743 -
Supplies 8 14,964 10,333 -
Repairs and maintenance 11,766 6,970 -
Insurance 4,804 5,069 -
QOutside services 4,540 5,706 -
Warehousing cost 3,155 6,550 -
Fuel and oil 441 122 -
Taxes and licenses 105 133 -
Others 408 - -
P221,704 P225,272 P -
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20. Operating Expenses

This account consists of:

Note 2022 2021 - 2020
Depreciation 11 P84,121 86,239 P965
Salaries, wages and
employee benefits 16 56,328 12,057 326
Delivery expense 43,017 30,973 : -
Insurance, taxes and
licenses 18,041 17,333 6818
Utilities and office expenses 16,043 2,651 17
Professional fees, outside
services, and legal fees 15,087 22,421 3,260
Provision for impairment
losses of receivables 7 12,5682 20,814 -
Transportation and travel 6,504 868 -
Provision (reversal) of
previously recognized
inventory write-down 8 3,960 (15,388) -
Representation and
entertainment 3,717 2,621 61
Supplies 2,819 - -
Repairs and maintenance 1,687 11,361 -
Listing fees 250 250 261
Others 3,977 2,879 280
P268,133 P115,079 P5,788
21. Other Income - net
This account consists of:
Note 2022 2021 2020
Foreign exchange gain
(loss) ~ net (P51,432) P6,299 P -
Dividend income 12 4,759 5,715 1,697
Interest income 6 38 25 19
Gain on acquisition of a
subsidiary 5 - - 267,459
Reversal of allowance for
impairment of prepaid taxes 9 - - 7,993
Others 9,913 144 86

(P36,722) P12,183 P277,254
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22. Income Taxes

The components of the income tax expense are as follows:

2022 2021 2020
Current tax expense P17,059 P13,250 P10,966
Deferred tax expense {14,424) (6,834) -
Effect of change in income tax
rate - current - (914) -
Effect of change in income tax
rate - deferred - 4,518) -
P2,635 P984 P10,966

The reconciliation of the income tax expense computed at the statutory income tax
rates to the income tax expense recognized in profit or loss is as foliows:

2022 2021 2020
income before income tax P30,590 P18,949 P311,464

Tax statutory tax rate of 25% in
2022 and 2021, and 30% in
2020 P7,748 P4,737 P93,439
Adjustments to income tax

resulting from tax effects of:
Recognition of NOLCO which

was previously unrecognized (3,900) - -
Dividend income (1,180) (1,429) (509)
Movement in unrecognized

deferred tax asset (98) 5 100
Excess MCIT over RCIT 60 -
Non-deductible expenses 25 3,109 43
Interest income subjected to

final tax (10) (6) (6)
Effect of change in income

tax rate - current - (914) -
Effect of change in income '

tax rate - deferred - (4,518) -
Gain on acquisition of a

subsidiary - - (80,238)
Stock issuance cost - - (1,863)

P2,635 P984 P10,966
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The components of the Group’s deferred tax liability, net of deferred tax assets, are
as follows:

2022 2021
Deferred Tax Assets
Impairment losses on receivables P10,511 P7,365
Allowance for inventory obsolescence 6,705 5,715
Unrealized foreign exchange gain 3,873 -
Retiremeént benefits liability 2,476 1,846
Leases - 670 425
24,235 15,351
Deferred Tax Liability
Acquisition of a subsidiary {25,551) (31,426)
{P1,316) (P16,075)

As at December 31, 2022 and 2021, deferred tax assets have not been recognized
in respect of the temporary differences and NOLCO as management believes that it
is not probable that sufficient taxable profit will be available against which all deferred
tax assets may be utilized.

2022 2021

Temporary differences:
Allowance for impairment losses of assets
held-for-sale (previously recognized as
investment in an associate) P199,958 P199,958
Allowance for impairment losses of receivables 35,480 35,480
Aliowance for impairments losses of advances
to suppliers 1,843 1,843
Unrealized foreign exchange loss - 1,009
237,281 238,290
MCIT 1,679 -
NOLCO - 15,602
P238,860 P253,892

The Group has NOLCO amounting to nil and P15.602 milion as at
December 31, 2022 and 2021, respectively which can be carried forward as
deduction against future taxable income as follows:

Expired/

Year Incurred Amount Applied Balance Date of Expiry
2021 P3,532 P3,532 P - 2026
2020 8,327 8,327 - 2025
2019 3,743 3,743 - 2022

P15,602 P15,602 P -

-57-




Corporate Recovery and Tax Incentives for Enterprise (CREATE) Act
On March 26, 2021, the President of the Philippines has approved the Corporate
Recovery and Tax Incentives for Enterprises or the CREATE Act, with nine (9)

provisions vetoed by the President. Below are the salient features of the Act that are
relevant to the Group:

a. Corporate income tax rate is reduced from 30% to 20% for domestic corporations
with net taxable income not exceeding P5 million and with total assets not
exceeding P100 milion. All other domestic corporations and resident foreign
corporations will be subject to 25% income tax. Said reductions are effective

July 1, 2020.
b. MCIT rate is reduced from 2% to 1% effective July 1, 2020 to June 30, 2023.
c. The imposition of improperly accumulated earnings tax has been repealed.
The enactment of the CREATE Law is a non-adjusting subsequent event thus, the
current and deferred income taxes as of December 31, 2020 are measured using the
applicable income tax rates as of December 31, 2020.

The corporate income tax of the Group was lowered from 30% to 25% effective
July 1, 2020.

Presented below is the effect of changes in tax rates under the CREATE Act
recorded in 2021.

Effect of Changes in

Tax Rates
Consolidated Statements of Comprehensive Income ‘
Income tax benefit (P914)
Deferred tax benefit (4,518)
Consolidated Statements of Financial Position
Prepaid taxes 914
Deferred tax liabilities (4,518)

Bayanihan to Recover as One Act

On September 30, 2020, the BIR issued RR No. 25-2020 fo implement Section 4
(bbbb) of RA No. 11494 (“Bayanihan to Recover as One Act’), relative {o NOLCO
which provides that the net operating loss of a business or enterprise for taxable
years 2020 and 2021 shall be carried over as a deduction from gross income for the
next five (5) consecutive years immediately following the year of such loss.

23. Significant Agreements

Tolling Agreements :
The Group has tolling agreements with certain customers wherein these customers
will provide paper rolls for the Group to process or manufacture into corrugated fiber
board boxes at a guaranteed volume subject to the production frequency and
specifications to be agreed by both parties. For the services provided, the Group will
receive folling fees which are recorded as “Service income” account in the
consolidated statements of comprehensive income.

Tolling fees amounted to P463.120 million, P45.216 million, and nil in 2022, 2021,
and 2020, respectively.
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Lease Agreements
Group as Lessor

On January 24, 2022, the Group entered into a short-term lease contract with Dole
Philippines, Inc. (DPIl) for the lease of the parcel of land located at Carmen
Corrugated Containers, Brgy. Alejal, Carmen, Davao del Norte from
December 1, 2021 to December 29, 2021. Upon expiration of the contract, the
contract was renewed until February 23, 2022.

Rent income amounted to P5.383 million, nil, and P40.00 million in 2022, 2021 and
2020, respectively (Note 18).

Group as Lessee

The Group has existing lease agreements covering its office space, warehouses,
machinery and equipment and other facilities which are presently used in Davao City
for periods ranging from one (1) to ten (10) years, and a sales office and warehouse
in General Santos City for a period of five (5) to ten (10) years, renewable under
terms and conditions to be agreed upon by both parties. Security deposits paid by
the Group as required under the terms and covering lease agreements amounted to
P0.34 million and P2.55 million as at December 31, 2022 and 2021, respectively,
which were recognized under “Prepaid expenses and other current assets” and
“Other noncurrent assets” accounts in the consolidated statements of financial
position (Note 9).

Movements and balances of right-of-use asset related to the land and building are as
follows:

Note 2022 2021
Cost ,
Balance at beginning of year P42,710 P5,853
Addition 63,092 36,857
Disposals (10,568) -
Balance at end of year ' 95,234 42,710
Accumulated Depreciation
Balance at beginning of year 10,070 -
Depreciation 19, 20 70,862 10,070
Disposals (10,568) -
Balance at end of year 70,364 10,070
Carrying Amount P24,870 P32,640

The depreciation expense has been charged to cost of sales and services and
operating expenses as follows:

Note 2022 2021

Cost of sales 19 P46,939 P86,670
Cost of services 19 18,254 2,594
Operating expenses 20 5,669 806
P70,862 P10,070
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The_ following table sets out a maturity analysis of lease payments, showing
undiscounted and discounted lease payments to be received after the reporting date:

2022
Present Value
of Minimum
Minimum l.ease
Lease Payable Interest Payments
Within one year P8,504 P1,827 P6,677
Between one to five years 21,646 2,700 18,946
More than five years 2,011 81 1,930
P32,161 P4,608 P27,553
2021

Present Value
of Minimum
Minimum l.ease
» Lease Payable Interest Payments
Within one year P9,047 P2,292 P6,755
Between one to five years 27,845 4,230 23,615
More than five years 4,274 304 3,970
P41,166 P6,826 P34,340

Movements in lease liabilities for the year ended December 31 follow:
2022 2021
Beginning balance P34,340 P6,066
Additions ’ 63,091 36,856
Interest expense 4,223 2,575
Payments (74,101) (11,157)
P27,553 P34,340

Amounts recognized in profit or loss are as foliows:

2022 2021
Interest on lease liabilities P4,223 P2,575
Depreciation expense on ROU assets 70,862 10,070
Short-term leases - 60
P76,085 P12,705

Total cash outflows for leases amounted to P74.100 million and P11.157 million in
2022 and 2021, respectively.

Asset Sale Agreement

in August 2021, SCPC, SMPC and certain affiliates executed Asset Sale Agreement
(ASA) with DPI, which was amended in December 2021. The asset sale agreement
covered the purchase of parcels of land, machinery and equipment, motor vehicles,
other assets and shared assets used in the Stanfilco Plants and Dolefil Box and
Printing Plants. In the agreement, SCPC will acquire Stanfilco Box Plant and
Stanfilco machinery and equipment, SMPC will enter into long term supply
agreement with DPI, and other affiliates will acquire other target assets listed in
Schedule 2 of the ASA.
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SCPC has committed to purchase the allocated target assets with total purchase
price of USD 9,383,761. As at November 29, 2022, SCPC has completed the
purchase of buildings and improvements, and machineries and equipment
amounting to P484.038 million (inclusive of taxes). '

Long-term Supply Agreement

In January 2022, in relation to the Asset Sale Agreement, the Group through SMPC
entered into a long-term supply agreement with DPI to supply boxes, packaging
materials, including parts thereof such as cartons, dividers, pods, lids, joints, walls,
slots, panels, labels and other printed materials, made of paper, kraft, corrugated
boxes and other paper related products. The long-term supply agreement has a term
of nine years and six months beginning from August 24, 2022 until
February 23, 2032. The agreement can be renewed subject to discussion of the
parties. As at November 29, 2022, the Group is yet to supply the above mentioned
materials to DPL

The transition initiated on February 24, 2022, taking over operations under a tolling
arrangement for six months. This period was extended to aid DPI in depleting its
substantial inventory of paper rolls. Despite the extension, DP! continued to hold a
considerable inventory, leading to an agreement with the Group to further extend the
tolling arrangement until depletion or reaching an acceptable inventory level, albeit
with liquidation fees considerations.

24. Financial Risk and Capital Management Objectives and Policies

Objectives and Policies )

The Group’s financial assets and liabilities, comprising mainly of cash in banks,
receivables, investments in equity instruments, refundable security deposits, trade
payables and other current liabilities, amounts owed to related parties, lease
liabilities and loans and loans payable, are exposed to a variety of financial risks:
liquidity risk, credit risk and market risk (includes foreign currency risk, and interest
rate risk). Management ensures that it has sound policies and strategies in place to
minimize potential adverse effects of these risks on the Group's financial
performance. ‘

Risk management is carried out through the policies approved by the BOD. They
identify and evaluate financial risk. The BOD provides principles on overall risk
management and on specific areas such as liquidity risk, credit risk and market risk.

Liguidity Risk

Liquidity risk pertains to the failure of the Group’s to discharge its obligations and
commitments. The tight cash position limits its obligation to take advantage of
increasing demands. The Group's financial liabilities include trade payables and
other current liabilities, amounts owed to related parties, lease liabilities and loans
payable (Notes 13, 14, 15, and 23).
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The table below summarizes the maturity profile of the Group’s financial liabilities
based on contractual undiscounted payments used for liquidity management.

Carrying Contractual Less than More than
December 31, 2022 Amount Cash Flow 1 Year 1 Year
Trade payables and other current

liabilities* P1,330,850 P1,330,950 P1,330,950 P -
Amounts owed to related parties 58,620 58,620 59,620 -

Loans payable 1,228,358 1,228,358 723,388 504,970
|L.ease liabilities 27,553 32,161 40,623 -

P2,646,481 P2,651,088 P2,154,581 P504,870

*Carrying amount excludes advances from customers and payable to government agencies amounting to
P706,283.

Carrying Contractual Less than More than
December 31, 2021 Amount Cash Flow 1 Year 1 Year
Trade payables and other current

liabilities™ P494,167 P494,167 P484,167 P -
Amounts owed to retated parties 67,622 67,622 67,622 -

L.oans payable 652,148 652,148 524,443 127,705

Lease liabilities 34,340 41,166 9,047 32,119

P1,248,277 P1,255,103 1,095,279 P159,824

*Carrying amount excludes advances from customers and payable to government agencies amounting to
P77,617.

The Group regularly monitors its cash position, continuously negotiates with creditors
for new credit terms and depends on the financial support from its operating
subsidiary and shareholders to meet its obligation as they fall due.

In December 2020, significant amount of the Group’s borrowings were converted into
equity. The remaining assets subject to dacion en pago under the provisions of the
Amended Agreement pertain to investment in preferred shares of SLC with fair value
of P190 million with reference to the municipality zonal value of land owned by SL.C.
Upon compiletion of this transaction, the balance of loans payable will be paid in full
{Notes 10 and 14).

- Credit Risk

Credit risk is the risk of financial loss to the Group if a counterparty to a financial
instrument fails to meet its contractual obligations. Credit risk arises from deposits
with banks and receivables. Cash transactions are limited to hlgh-credlt—quallty
financial institutions.

The Group has established controls and procedures in its credit policy to determine
and monitor the credit worthiness of its counterparties. The Group manages its credit
risk mainly through the application of transaction limits and close risk monitoring. 1t
is the Group's policy to enter into transactions with a wide diversity of creditworthy
counterparties to mitigate any significant concentration of credit risk.

The gross maximum exposure of the Group to credit risk as at December 31, 2022
and 2021, without considering the effects of collaterals and other risk mitigation
techniques, is presented below.

Note 2022 2021

Cash in banks 6 P49,518 P65,813
Receivables - net 7 861,271 424786
Refundable security deposits 9 8,611 6,925
P919,401 P497.,524
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The credit risk for cash in banks is considered negligible, since the counterparties
are reputable entities with high quality external credit ratings.

The Group’s exposure to credit risk arises from default of counterparty. Generally,
the maximum credit risk exposure of receivables is its carrying amount without
considering collaterals or credit enhancements, if any.

The Group does not execute any credit guarantee in favor of any counterparty.

Cash in Banks

Cash in banks are held with counterparties with high external credit ratings. The
credit quality of these financial assets is considered to be high grade. Impairment on
cash in banks has been measured on a 12-month ECL basis and reflects the short
maturities of the exposures. The Group considers that its cash in banks have low
credit risk based on the external credit ratings of its counterparties.

Receivables
The exposure to credit risk is influenced mainly by the individual characteristics of

each customer. However, management also considers the factors that may influence
credit risk of the Group’s customer base.

The Group has established a credit policy under which each new customer is
analyzed individually for creditworthiness before the standard payment and delivery
terms and conditions are offered. The Group ensures that sales on account are
made to customers with appropriate credit history. The Group has detailed credit
criteria and several layers of credit approval requirements before engaging a
particular customer or counterparty. The review includes external ratings, when
available, and in some cases bank references. Purchase limits are established for
each customer and are reviewed on a regular basis. Customers that fail to meet the
benchmark creditworthiness may transact with the Group only on a prepayment
basis.

Refundable Security Deposits

Deposits on property leased by the Group are generally refundable at the end of the
term. The Group is not exposed to any significant credit risk exposure to any single
counterparty or any group of counterparties having similar characteristics. Based on
historical information, management consider the credit quality of refundable deposits
to be good.

Credit Quality and Expected Credit Loss Assessment

In monitoring and controlling credit extended to counterparty, the Group adopts a
comprehensive credit rating system based on financial and non-financial
assessments of its customers. Financial factors being considered comprised of the
financial standing of the customer while the non-financial aspects include but are not
limited to the assessment of the customer’s nature of business, management profile,
industry background, payment habit and both present and potential business
dealings with the Group.
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The table below shows the credit quality of the Group’s financial assets as at
December 31, 2022 and 2021:

Medium
December 31, 2022 High Grade Grade Low Grade Total
Cash in banks P49,519 P - P - P49,519
Receivables - net - 783,748 77,523 861,271
Refundable security
deposits - 8,611 - 8,611
P49,519 P792,359 P77,523 P919,401
Medium
December 31, 2021 High Grade Grade Low Grade Total
Cash in banks P65,813 P - P - P65,813
Receivables - net - 359,845 64,941 424786
Refundable security
deposits - 6,925 - 6,925
P65,813 P366,770 P64,941 P497 524

The Group computes impairment loss on receivables based on past collection
experience, current circumstances and the impact of future economic conditions, if
any, available at the reporting period.

There are no significant changes in the credit quality of the counterparties’ during the
year.

It is the Group’s policy to maintain accurate and consistent risk ratings across the
financial assets which facilitates focused management of applicable risks. The Group

utilizes an internal credit rating system based on its assessment of the quality of the
financial assets.

The Group classifies its receivables into the following credit grades:

High Grade - This pertains to accounts with a very low probability of default as
demonstrated by the customer/debtor long history of stability, profitability and
diversity. The customer/debtor has the ability to raise substantial amounts of funds
through the public markets. The customer/debtor has a strong debt service record
and a moderate use of leverage.

Medium Grade - The customer/debtor has no history of default. The customer/debtor
has sufficient liquidity to fully service its debt over the medium term. The
customer/debtor has adequate capital to readily absorb any potential losses from its
operations and any reasonably foreseeable contingencies. The customer/debtor
reported profitable operations for at least the past 3 years.

Low Grade - The customer/debtor is expected to be able to adjust to the cyclical
downturns in its operations. Any prolonged adverse economic conditions would
however ostensibly create profitability and liquidity issues. Operating performance
could be marginal or on the decline. The customer/debtor may have a history of
default in interest but must have regularized its service record to date.

-B4 -




The table below presents the Group’s exposure to credit risk and shows the credit
quality of the financial assets by indicating whether the financial assets are subjected

to 12-month ECL or lifeime ECL. Assets that are credit-impaired are separately
presented.

Financial Assets at Amortized Cost

Lifetime ECL. -
v 12-month not credit Lifetime ECIL. -
December 31, 2022 ECL impaired credit impaired Total
Cash in banks P49,519 P - P - P49,519
Receivables - net - 783,748 77,523 861,271
Refundabie security deposits 4,992 3,619 - 8,611
: P54,511 P787,367 . P77,523  P919,401

Financial Assets at Amortized Cost

Lifetime ECL. -
12-month not credit Lifetime ECL -
December 31, 2021 ECL impaired  credit impaired Total
Cash in banks P65,813 P - P - P65,813
Receivables - net 347,236 12,609 64,841 424,786
Refundable security deposits 5,299 1,626 - 6,925
P418,348 P14,235 P64,941 P497,524

The Group believes that the unimpaired amounts are past due by more than 60 days
are still collectible based on historical payment behavioral analyses of the underlying
counterparties’ credit ratings.

Credit Risk Concentration

The Group’s exposure to credit risk arises from default of counterparty. Generally,
the maximum credit risk exposure of receivables is its carrying amount without
considering collaterals or credit enhancements, if any. The Group has no significant
concentration of credit risk since the Group deals with a large number of
homogenous trade customers as at December 31, 2021. However, in 2022, a
customer accounted for more than 30% of the total revenues and receivables. The
Group does not execute any credit guarantee in favor of any counterparty.

Market Risk

Market risk is the risk that the changes in market prices, such as foreign exchange
rates, interest rates and other market prices, will affect the Group’s income or the
value of its holdings in financiai instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable
parameters, while optimizing the return.

Foreign Currency Risk

The Group is exposed to foreign currency risk on its cash in banks and loans
payable that are denominated in US Dollars. The Group regularly monitors the
outstanding balance of its cash in banks and loans payable that are denominated in
US Dollars and maintains them at a level responsive fo the current exchange rates
s0 as to minimize the risks related to this foreign currency denominated asset.
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Information on the foreign currency denominated monetary assets and monetary

liabilities and their Philippine peso equivalents as at December 31, 2022 and 2021
are as follows:

2022 2021
A_sse?s $10,072 $4,011
Liabilities (2,000) (4,589)
Net payable $8,072 ($578)
Philippine Peso equivalent P453,000 (P28,347)

The foreign exchange rate of P56.120 and P50.774 were used in translating the USD

denominated monetary liability to Philippine peso as of December 31, 2022 and
2021, respectively.

A 10% strengthening of the Philippine peso against US Dollar as at
December 31, 2022 and 2021 would have increased the net income by
P33.975 million and P2.199 million, respectively. A 10% weakening of the Philippine
peso against the above currencies as at December 31, 2022 and 2021 would have

had the equal but opposite effect, on the basis that all other variables remain
constant.

Interest Rate Risk

Interest rate risk is the risk that the future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. The Group’s exposures to
interest rate risk relates primarily to the Group’s loans payable. The Group’s
exposure to changes in interest rates relates mainly to the long-term loan drawn from
a local bank in 2022 and 2022 with a floating interest rate based on the prevailing
market rate at each repricing date. The Group’s short-terms loans have fixed interest
rates over the term of the loan.

The sensitivity to a reasonably possible 10% increase in the interest rates, with all
other variables held constant, would have decreased the Group's profit before tax
and equity by P0.270 million and P0.202 million, respectively in 2021. A 10%
decrease in the interest rate would have had the equal but opposite effect.

Share Price Changes of Investments in Equity Instruments

The Group has investments in equity instruments traded in the Philippine Stock
Exchange and are exposed to share price changes. Share price changes of
investments in equity instruments arises from future commercial transactions and
recognized assets and liabilities.

The following table demonstrates the sensitivity to a reasonably possible change in
the fair value of investments in equity instruments, with all other variables held
constant:

Effect on Equity
2022 2021
1% Increase 1% Decrease 6% Increase B% Decrease

Investment in equity
instruments P2,238 {P2,238) P5,033 (P5,933)

Fair Value Estimation of Financial Assets and Liabilities

Cash in Banks and Receivables. The carrying amounts of cash in banks and
receivables approximate fair values due to the relatively short-term maturities of
these financial instruments.
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Investments in Equity Instruments. The fair value of quoted investments in equity
instruments is determined by reference to their quoted bid prices at the reporting
date (Level 1). The fair values of golf shares and country club memberships are
based on cost since there is no realizable basis for fair value. The Group’s
investment in equity instruments financial assets which is measured at fair value at
December 31, 2022 and 2021 is classified under Level 1.

The Group does not have financial assets classified under Level 2 and 3.

Refundable Security Deposits. The carrying amount of refundable security deposits
" approximate the fair value, since the Group does not anticipate the carrying amount

to be significantly different from the actual value that these deposits would be

eventually collected. )

Trade Payables and Other Current Liabilities, Amounts Owed fo Related Parties and
Current Portion of Loans. The carrying amounts of trade payables and other current
liabilities, amounts owed to related parties and current portion of loans payable
approximate fair value due to the relatively short-term maturities of these financial
instruments. :

Loans Payable, Net of Current Portion. net of current portion are reported at their
present values, which approximate the cash amounts that would fully satisfy the
obligations as of reporting date. The carrying amount of long-term loans payable with
floating interest rate with monthly repricing approximates its fair value.

Capital Management

The primary objective of the Group’s capital management is to ensure that it
maintains a strong credit rating and healthy capital ratios in order to support its
business and maximize shareholder value.

The Group manages its capital structure and makes adjustments in the light of
changes in economic conditions.

The BOD has overall responsibility for monitoring capital in proportion to risk. Profiles
for capital ratios are set in the light of changes in the Group's external environment
and risks underlying the Group’s business, operation and industry.

The Group monitors capital on the basis of debt-to-equity ratio, which is calculated
as total debt divided by total equity. Total debt is defined as tfotal liabilities, while
equity is total equity as shown in the consolidated statements of financial position.
The Parent Company being a listed entity is covered by the PSE requirement of 10%
minimum public ownership. The Parent Company is under suspended trading status
in PSE since 2006 pursuant to the PSE’s Implementing Guidelines for Companies
under Corporate Rehabilitation when the Group notified the PSE in a disclosure that
the stockholders have approved entering into rehabilitation proceedings (Note 1).

There were no changes in the Group’s approach to capital management during the
year.

The Group is not subject to externally imposed capitalization requirements.
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R.G. Manabat & Co.

The KPMG Center, 6/F

6787 Ayala Avenue, Makati City
Philippines 1209

Telephone +63 (2) 8885 7000

Fax +63 (2) 8894 1985
Internet www.home. kpmg/ph
Email ph-inquiry@kpmg.com

REPORT OF INDEPENDENT AUDITORS ON
SUPPLEMENTARY INFORMATION

The Board of Directors and Stockholders

Steniel Manufacturing Corporation

Gateway Business Park

Brgy. Javalera, General Trias, Cavite, Philippines

We have audited in accordance with Philippine Standards on Auditing, the consolidated
financial statements of Steniel Manufacturing Corporation and Subsidiaries

(the “Group”), as at December 31, 2022 and 2021 and for each of three years in the
period ended December 31, 2022, and have rendered our report dated

March 8, 2024.

Our audits were made for the purpose of forming an opinion on the basic consolidated
financial statements of the Group taken as a whole. The supplementary information
included in the following accompanying additional components is the responsibility of the
Group’s management. Such additional components include:

= Map of the Conglomerate
= Supplementary Schedules of Annex 68-J
= Reconciliation of Retained Earnings Available for Dividend Declaration

Firm Regulatory Registration & Accreditation:
PRC-BOA Ragistration No. 0003, valid until September 20, 2026
IC Accreditation No. 0003-1C. Group A, valid for five (5) vears covering the audit of 2020 to 2024
financial statements (2018 financial statements are cavered by IC Circular Letter {CL) No. 2019-38, Transition clause)
BSP Accreditation No. 0603-BSP. Group A, valid for five (5) vears covering the audit of 2020 to 2024
financial statements (2019 financial statements are covered by BSP Monetary Board Resolution No. 2161, Transition clause)

R.G. Mznaoat & Ce . 2 Philippine partnership and a member firm of the KPRG glapal organization of independent reniver firms
affilraiet wath KPMG Internaticnal Limsted & private £nghsh company limited by guarantes.




The supplementary information are presented for purposes of complying with the
Revised Securities Regulation Code Rule 68 issued by the Securities and Exchange
Commission, and are not required part of the basic consolidated financial statements.
Such supplementary information have been subjected to auditing procedures applied in
the audits of the basic consolidated financial statements and, in our opinion, are fairly
stated, in all material respects, in relation to the basic consolidated financial statements
taken as a whole.

R.G. MANABAT & CO.

L s L

JOHN MOLINA
Partner
CPA License Mo. 0092632
Tax ldentification No. 109-816-107
BIR Accreditation Ne. 08-001987-023-2022

Issued June 2, 2022; valid until June 2, 2025
PTR No. MKT 10075189

Issued January z, 2024 at Makati City

March 8, 2024
Makati City, Metro Manila




R.G. Manabat & Co.

The KPMG Center, 6/F

6787 Ayala Avenue, Makati City
Philippines 1209

Telephone +63 (2) 8885 7000

Fax +63 (2) 8894 1985
Internet www.home.kpmg/ph
Email ph-inquiry@kpmg.com

REPORT OF INDEPENDENT AUDITORS ON
COMPONENTS OF FINANCIAL SOUNDNESS INDICATORS

The Board of Directors and Stockholders

Steniel Manufacturing Corporation

Gateway Business Park

Brgy. Javalera, General Trias, Cavite, Philippines

We have audited, in accordance with Philippine Standards on Auditing, the consolidated
financial statements of Steniel Manufacturing Corporation and Subsidiaries (the “Group”)
as at December 31, 2022 and 2021 and for each of the three years in the period ended
December 31,2022, and have issued our report dated March 8, 2024.

Our audits were made for the purpose of forming an opinion on the basic consolidated
financial statements taken as a whole. The Supplementary Schedule on Financial
Soundness Indicators, including their definitions formulas, calculation, and their
appropriateness or usefulness to the intended users, are the responsibility of the
Group’s management. These financial soundness indicators are not measures of
operating performance defined by Philippine Financial Reporting Standards (PFRS) and
may not be comparable to similarly tited measures presented by other companies.

Firm Regulatory Registration & Accreditation:
PRC-BOA Registration No. 0003, valid until September 20. 2026
IC Accreditation No. 0003-IC. Group A, valid for five (5) years covering the audit of 2020 to 2024
financial statements (2012 financial statements are covered by IC Circular Letter {CL) No. 2019-38, Transition clause)}
BSP Accreditation No. 0003-BSP, Group A, valid for five (5) years covering the audit of 2020 to 2024
financial statements (2019 financiat statements are covered by BSP Monetary Board Resolution No. 2161. Transition clause)

R G Manabzt & Co.. a Philipaing partnership and 2 member fime of the KFMG global erganizauon of ndependent member firms
affiiated with KPIMG Intgrmational Limited a private English company Imited by guarantee.




This schedule is presented for purposes of complying with the Revised Securities
Regulation Code Rule 68 issued by the Securities and Exchange Commission, and is
not a required part of the basic consolidated financial statements prepared in
accordance with PFRS. The components of these financial soundness indicators have
been traced to the Group's consolidated financial statements as at December 31, 2022
and 2021, and for each of the three years in the period ended December 31, 2022 and
no material exceptions were noted.

R.G. MANABAT & CO.

£
)L -
JOHN MOLINA
Partner
CPA License No. 0092632
Tax ldentification No. 109-816-107
Issued June 2, 2022; valid until June 2, 2025
PTR No. MKT.1007518S

Issued January-2, 2024 at Makati City

March 8, 2024
Makati City, Metro Manila




RECONCILIATION OF RETAINED EARNINGS
AVAILABLE FOR DIVIDEND DECLARATION
AS OF DECEMBER 31, 2022

STENIEL MANUFACTURING CORPORATION
Gateway Business Park, Brgy. Javalera,
General Trias, Cavite, Philippines

Unappropriated Retained Earnings (Deficit), as adjusted to

available for dividend distribution, beginning* (P1,605,237)
Net income actually earned during the period
Net income during the period closed to Retained Earnings 18,426
Unappropriated Retained Earnings (Deficit) available for dividend

declaration, ending™ (P1,586,811)

*According to Section 5 of SEC Memorandum Circufar No. 11 (Series of 2008), a corporation cannot declare dividends

when it has zero or negative Retained Earnings (otherwise known as Deficit).

“Pursuant to the Restated and Amended Omnibus Agreement signed by the Company (as borrower) and
lenders/creditor in October 2010, the Company is prohibited from declaring dividends to its owners until full payment of

all amounts payable, unless consented in writing by the lenders/creditors.



STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES
INDEX TO FINANCIAL STATEMENTS AND SUPPLEMENTARY SCHEDULES
DECEMBER 31, 2022 AND 2021

SCHEDULE

A - FINANCIAL ASSETS

B - AMOUNTS RECEIVABLE FROM DIRECTORS,
OFFICERS, EMPLOYEES, RELATED PARTIES AND
PRINCIPAL STOCKHOLDERS (OTHER THAN RELATED
PARTIES)

C - AMOUNTS RECEIVABLE FROM RELATED PARTIES
WHICH ARE ELIMINATED DURING THE
CONSOLIDATION OF FINANCIAL STATEMENTS

D - LONG-TERM DEBT

E - INDEBTEDNESS TO RELATED PARTIES (LONG- TERM
LLOANS FROM RELATED COMPANIES)

F - GUARANTEES OF SECURITIES OF OTHER ISSUERS NOT APPLICABLE
G - CAPITAL STOCK
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STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES
Gateway Business Park
Brgy. Javalera, General Trias, Cavite

SCHEDULE OF FINANCIAL SOUNDNESS INDICATORS

As of As of
Ratio Formula December 31, December 31,
2022 2021
Liquidity: Current Assets 1.10 119
Current Ratio Current Liabilities
Solvency:
Total Liabilities
Debt to Equity Ratio (Current + Noncurrent) 4.46 1.85
Equity
Total Assets (Current +
Asset to Equity Ratio Noncurrent) 5.46 2.85
Equity
Profitability: Net Income Attributable to Equity
Return on Average Holders of the Parent Company .
Equity Attributable to Average Equity Atfributable to 4% 3%
Equity Holders of the Equity Holders of the Parent
Parent Company Company
For the Year
Ended For the Year Ended
December 31, December 31, 2021
2022
Operating Efficiency:
) Income from Operating Activities
Operating Margin 5% 2%
Net Sales
Net income
- Return on Equity _ 4% 2%
Equity
; Net income
Return on Assets 1% 1%
Total Assets




STENIEL MANUFACTURING CORPORATION
AND SUBSIDIARIES

MAP OF CONGLOMERATE

STENIEL MANUFACTURING
CORPORATION
(Parent, a holding company listed in PSE)

SUBSIDIARIES
STENIEL CAVITE STENIEL MINDANAO
PACKAGING PACKAGING
CORPORATION (100%) CORPORATION (100%)




ANNEX B
2022 (Parent) Audited
Financial Statements



STENIEL MANUFACTURING
CORPORATION

SEPARATE FINANCIAL STATEMENTS
December 31, 2022 and 2021

With Independent Auditors’ Report



R.G. Manabat & Co.

The KPMG Center, 6/F

6787 Ayala Avenue, Makati City
Philippines 1209

Telephone +63 (2) 8885 7000
Fax +63 (2) 8894 1985
internet www.home.kpmg/ph
Email ph-inquiry@kpmg.com

REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders
Steniel Manufacturing Corporation
Gateway Business Park

Brgy. Javalera, General Trias, Cavite

Report on the Audit of the Separate Financial Statements
Opinion

We have audited the separate financial statements of Steniel Manufacturing Corporation
(the “Company”), which comprise the separate statements of financial position as at
December 31, 2022 and 2021, and the separate statements of comprehensive income,
separate statements of changes in equity and separate statements of cash flows for the
years then ended, and notes, comprising significant accounting policies and other
explanatory information.

In our opinion, the accompanying separate financial statements present fairly, in all
material respects, the unconsolidated financial position of the Company as at
December 31, 2022 and 2021, and its unconsolidated financial performance and its
unconsolidated cash flows for the years then ended in accordance with Philippine
Financial Reporting Standard (PFRS).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSA).
Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Separate 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 with these
requirements and the Code of Ethics. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Firm Regulatory Registration & Accreditation:
PRC-BOA Registration No. 0003, valid until September 20, 2026
IC Accreditation No. 0003-IC, Group A, valid for five (5) years covering the audit of 2020 to 2024

financial statements (2019 financial statements are coverad by IC Circular Letter (CL) No. 2018-39, Transition clause)
BAD Anaraditatice Rla AGALRAD Rranin & uslid far fus (RY wasee ravarina the audit af 2020 ks 2020
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Responsibilities of Management and Those Charged with Governance for the Separate
Financial Statements

Management is responsible for the preparation and fair presentation of the separate
financial statements in accordance with PFRS, and for such internal control as
management determines is necessary to enable the preparation of separate financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the separate 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 uniess management either intends to liquidate the Company or to cease its
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 Separate Financial Statements

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

As part of an audit in accordance with PSA, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

= Identify and assess the risks of material misstatement of the separate 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 fo the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control.

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

» Conclude on the 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 to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the separate 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 continue as a going concern.




khinG)

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

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

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

Report on the Supplementary Information Required Under Revenue Regulations
(RR) No. 15-2010 and RR No. 34-2020 of the Bureau of Internal Revenue

Our audit was conducted for the purpose of forming an opinion on the basic separate
financial statements taken as a whole. The supplementary information in Note 19 to the
separate financial statements is presented for purposes of filing with the Bureau of
Internal Revenue and is not a required part of the basic separate financial statements.
Such supplementary information is the responsibility of management. The
supplementary information has been subjected to the auditing procedures applied in our
audit of the basic separate financial statements. In our opinion, the supplementary
information is fairly stated in all material respects in relation to the basic separate
financial statements taken as a whole.

The engagement pariner on the audit resulting in this independent auditors’ report is
John Molina.

R.G. MANABAT & CO.

Ve
/ﬂ L M L ] ’ ‘\—
JOHN MOLINA
Partner
CPA License No. 0092632
Tax ldentification No. 109-916-107
BIR Accreditation No. 08-001987-023-2022
Issued June 2, 2022; valid until June 2, 2025
PTR No. MKT 10075189
Issued January 2, 2024 at Makati City

March 1, 2024
Makati City, Metro Manila



R.G. Manabat & Co.

The KPMG Center, 6/F

6787 Ayala Avenue, Makati City
Philippines 1209

Telephone +63 (2) 8885 7000
Fax +63 (2) 8894 1985
Internet www.home.kpmg/ph
Email ph-inquiry@kpmg.com

REPORT OF INDEPENDENT AUDITORS
TO ACCOMPANY SEPARATE FINANCIAL STATEMENTS FOR FILING
WITH THE BUREAU OF INTERNAL REVENUE

The Board of Directors and Stockholders
Steniel Manufacturing Corporation
Gateway Business Park

Brgy. Javalera, General Trias, Cavite

We have audited the accompanying separate financial statements of Steniel
Manufacturing Corporation (the “Company”), as at and for the year ended December 31,
2022, on which we have rendered our report dated March 1, 2024.

In compliance with Revenue Regulation V-20, we are stating that no partner of our Firm

is related by consanguinity or affinity to the president, manager or principal stockholder
of the Company.

R.G. MANABAT & CO.

P
L4 L HO, ‘u-.....
JOHN MOLINA
Partner
CPA License No. 0092632
Tax Identification No. 109-916-107
BIR Accreditation No. 08-001987-023-2022
Issued June 2, 2022; valid until June 2, 2025
PTR No. MKT 10075189
Issued January 2, 2024 at Makati City

March 1, 2024
Makati City, Metro Manila

Firm Regulatory Registration & Accreditation:
PRC-BOA Registration No. 0003, valid until September 20, 2026
IC Accreditation No. (003-IC, Group A, valid for five (5) years covering the audit of 2020 to 2024

financial statements (2019 financial statements are coverad by IC Circular Letter (CL) No. 2019-39, Transition clause)
QAR Arcradiatinn Ala NANZ.RQAD CSeminn & valicl fare fius 1RY wridare camvorinm flaa anAt Af 2090 tn 2094




Steniel Manufacturing Corporation

Gateway Business Park, Brgy. Javalera, General Trias, Cavite

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The Management of Steniel Manufacturing Corporation (the“Company”) is responsible for the
preparation and fair presentation of the financial statements including the schedules attached
therein,for the years ended December 31, 2022 and 2021, in accordance with Philippine Financial
Reporting Standards, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

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

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

The BOD reviews and approves the financial statements including the attached schedules 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. /

ONY. LIM
frman of the Board/President/CEQ

/?ﬂ’””"d“’l/ %\ A\JOCELYN ?;p
glf(ZA C. MACURAY/ \\"9- \ Raysne Collgot
\.“ R

Chief Finance Officer

Signed this 28® day of February, 2024



STENIEL MANUFACTURING CORPORATION
SEPARATE STATEMENTS OF FINANCIAL POSITION
(Amounts in Thousands)

December 31

Note 2022 2021
ASSETS
Current Assets
Cash in banks 5,18 P5,632 P18,166
Receivables 6, 14, 18 122 122
Due from related parties 14, 18 24,250 -
Prepaid expenses and other current assets -
net 7 46,685 47,199
Total Current Assets 76,689 65,487
Noncurrent Assets
Investment in subsidiaries 8 457,820 457,820
Property and equipment - net g9 91 2,843
Investments in equity instruments 10, 18 20,762 13,385
Total Noncurrent Assets 478,673 474,048
P555,362 P539,535
LIABILITIES AND EQUITY
Current Liabilities
Trade payables and other current liabilities 11,18 P8.,698 P8,478
Due to related parties 14, 18 119,940 121,441
Borrowings 1,12, 14, 18 190,000 190,000
Total Liabilities 318,638 319,919
Equity
Capital stock 13 1,418,812 1,418,812
Additional paid-in capital 13 408,423 408,423
Net unrealized loss on investments in equity
instruments (3,700) (2,382)
Deficit 1 (1,586,811} (1,605,237)
Total Equity 236,724 219,616

~P555,362 P539,535

See Notes to the Separate Financial Statements.




STENIEL MANUFACTURING CORPORATION

SEPARATE STATEMENTS OF COMPREHENSIVE INCOME
(Amounts in Thousands, except Basic and Diluted Earnings/Loss Per Share)

Years Ended December 31

Note 2022 2021

OPERATING EXPENSES 15 (P6,441) (P3,487)
OTHER INCOME - Net 16 25,607 1,172
INCOME (LOSS) BEFORE INCOME TAX 19,166 (2,315)
INCOME TAX EXPENSE 17 740 -
NET INCOME (LOSS) 18,426 (2,315)
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will not be reclassified to profit or
Né?ngin (loss) on financial assets at fair value

through other comprehensive income 70 {1,318) 2,469
TOTAL COMPREHENSIVE INCOME 17,108 154
BASIC AND DILUTED EARNINGS (LOSS)

PER SHARE 13 P0.01299 (P0.00163)

See Notes to the Separate Financial Statements.
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STENIEL MANUFACTURING CORPORATION

SEPARATE STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

Years Ended December 31

Note 2022 2021

CASH FLOWS FROM OPERATING

ACTIVITIES
Income (loss) before income tax P19,166 (P2,315)
Adjustments for:

Depreciation 9,15 2,752 1,928

Dividend income 16 (602) (1,214)

interest income 5,16 (5) 3)
Operating income (loss) before working capital

changes 21,311 (1,604)
Increase (decrease) in:

Prepaid expenses and other current assets 514 (135)

Due from related parties (24,250) -

Trade payable and other current liabilities 220 (170)

Due to related parties (1,501) 8,293
Net cash generated (used in) from operations (3,706) 6,384
income taxes paid {740) -
Dividends received 16 602 1,214
Interest received 5 3
Net cash provided by (used in) operating

activities (3,839) 7,601
CASH FLOWS FROM INVESTING

ACTIVITIES
Proceeds from disposal of investment in equity

instruments - 7,459
Additions fo investment in equity instruments 10 (8,695) -
Net cash provided by (used in) investing

activities (8,695) 7,459
NET INCREASE (DECREASE) IN CASH IN

BANKS (12,534) 15,060
CASH IN BANKS AT BEGINNING OF YEAR 18,166 3,106
CASH IN BANKS AT END OF YEAR P5,632 P18,166

See Notes to the Separate Financial Statements.



STENIEL MANUFACTURING CORPORATION

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
(Amounts in Thousands, Unless Otherwise Indicated)

1.

Reporting Entity

Steniel Manufacturing Corporation (STN or the “Company”) was incorporated and
registered with the Philippine Securities and Exchange Commission (SEC) on
September 13, 1963 primarily to engage in the manufacturing, processing, and
selling of all kinds of paper products, paper board and corrugated carton containers,
and all other allied products and processes. The Company’s shares of stocks are
listed for trading at the Philippine Stock Exchange Inc. (PSE). Its secondary purpose
includes to do and perform all acts and things necessary, including the exercise of
powers, authorities and attributes conferred upon corporations organized under the
laws of the Republic of the Philippines in general and upon domestic corporations of
like in particular.

On September 11, 2013, the SEC approved the Amended Articles of Incorporation
(AOI) of the Company, extending the corporate life for another 50 years from
September 13, 2013. Pursuant to the Revised Corporation Code of the Philippines,
which took effect in February 2019, the Company shall have a perpetual existence
because the Company did not elect to retain its specific corporate term under its AOL

Following a decision made by the Board of Directors (BOD) in 1996 to reorganize the
Company and its subsidiaries, the Company ceased manufacturing operations in
June 1997 due to continuing business losses. As a result, reorganization of the
Company was carried out and completed with the Company's principal activity now
limited to holding of investments.

The ultimate parent of the Company is Steniel (Netherlands) Holdings B.V. (SNHBV),
incorporated in Amsterdam and the registered owner of 82.2715% of the shares of
the Parent Company prior to restructuring of the loan in 2019. The remaining
17.7284% of the shares are widely held.

Consequent to the restructuring of the loan in 2010, remaining unissued capital stock
of the Company totaling 123,818,000 shares were issued to Roxburgh Investment
Limited (Roxburgh) to reduce the Company’s outstanding debts (Notes 12 and 13).
The issuance of shares resulted to recognition of additional paid-in capital. As a
result, Roxburgh owns 12.3818% of the Company, while the ownership of SNHBV as
well as the public have been reduced to 72.0849% and 15.5333%, respectively.

On January 18, 2012, the shareholders of SNHBV entered into a Share Purchase
Agreement with Right Total Investments Limited (Right Total, a limited liability
company incorporated in the British Virgin Islands as an investment company), to
purchase up to 100% of the issued and outstanding shares of SNHBV. With the sale
of shares of SNHBYV, Right Total became the owner of the 72.0849% shares of
SNHBV consequently making Right Total as the ultimate parent company.



On January 25, 2012, the Company received a tender offer report from SNHBV to
purchase the 279,151,088 shares of minority investing public or 27.92% of the total
issued shares at a price of P0.0012 per share or an aggregate price of
P334.9 million. On February 25, 2012, only a total of 2,115,692 common shares
were tendered in the Tender Offer and accepted by SNHBV, constituting 0.0021% of
the total outstanding capital stock of the Company. On March 8, 2012, payment for
the Tendered Shares was delivered to the relevant broker participants on behalf of
interested parties and there was a transfer to SNHBV of only 0.76% of the minority
shares. Such accepted tender offer did not significantly change the percentage
ownership of the minority investing public.

On October 7, 2020, Greenkraft Corporation (Greenkraft), Golden Bales Corporation
(Goldenbales), Corbox Corporation (Corbox), Rex Chua and Clement Chua, as
purchasers (collectively, the Buyers) entfered into a Share Purchase Agreement with
SNHBV as seller fo acquire 642,208,308 common shares of the Company, for a
consideration of P64.99 million or P0.10 per share, broken down as follows:

Number of Percentage of

Buyer Shares Ownership
Greenkraft Corporation 216,679,430 21.67%
Corbox Corporation 194,972,492 19.50%
Goldenbales Corporation 194,872,492 19.50%
Clement Chua 21,641,947 2.16%
Rex Chua 21,641,947 2.16%

649,908,308 64.99%

The tender offer commenced on October 12, 2020 and ended on November 10,
2020 (Tender Offer Period). A total of 11,780,533 common shares of Steniel were
tendered during the Tender Offer Period, which comprise approximately 1.18% of the
total issued and outstanding shares of the Corporation. SNHBV owns 5% ownership
with the Company after registration of the sale and tender offer. As at December 31,
2022 and 2021, STN is the ultimate parent company following the completion of the
Tender Offer.

The Company's registered address and principal office is located at Gateway
Business Park, Brgy. Javalera, General Trias, Cavite.

Debt Restructuring

Due to the working capital drain experienced by the Company as a result of prior
debt service payments and the difficult business and economic conditions during the
period, the Company found it difficult to sustain further payments of debt while at the
same time ensuring continued operations. The Company failed to seftle its
outstanding short-term and long-term loans which were supposed to mature at
various dates in 2004, 2005 and 2006 and was declared by the lending banks in
default on May 25, 2006. Subsequently until 2009, the lending banks assigned and
sold their respective outstanding loan balances to various third parties. On
October 14, 2010, one of the new lenders, Greenkraft Corporation (Greenkraft)
further assigned some of its loan receivables to Roxburgh.




After the assignment and sale of loans from the lending banks to third parties,
discussions were made with new creditors/lenders to restructure the outstanding
loans covered by the Omnibus Agreement which the Company has defaulted in
2006. On October 15, 2010, the Company and the current creditors/lenders signed
the Amended and Restated Omnibus Agreement (Amended Agreement). The
restructuring of the loan finally resolved the default situation. The essential elements
of the Amended Agreement are summarized below:

The outstanding principal and accrued interest expense as at September 30,
2010 was restructured for 25 years.

Conditional waiver of penalty and other charges upon the faithful performance by
the Company of the terms of restructuring.

The outstanding principal and accrued interest expense as of September 30,
2010 shall be reduced via dacion en pago or sale of the following properties:
(a) all of the outstanding common and preferred shares of stock in the
Company’s land-holding entity, Steniel Land Corporation (SLC}), (b) identified idle
assets of STN and its subsidiaries, and (c) by way of conversion into equity
through the issuance of the Company’s unissued capital stock.

The outstanding principal amount after the dacion en pago or sale of properties
shall be paid in 92 consecutive quarterly installments starting in January 2013.

The outstanding portion of the accrued interest after equity conversion shall be
paid in 40 consecutive quarterly installments starting after year 15 from the date
restructuring.

Restructured outstanding principal will be subject to interest of 6% per annum for
15 years and 8% per annum on the 16™ year onwards.

The restructured accrued interest expense prior to loan restructuring will be
subject to interest 8% per annum.

The restructured loan shall be secured by the assets/collateral pool under the
Collateral Trust Agreement.

Al taxes and fees, including documentary stamp taxes and registration fees,
shall be for the account of the Company.

All other costs and expenses of restructuring including documentation costs,
legal fees and out-of-pocket expenses shall be of the account of Company; and

Other conditions include:

a. Lenders representative to be elected as director in STN and in each of its
subsidiaries.

b. A merger, reorganization or dissolution of certain subsidiaries in line with the
Business Plan.

c. No dividend declaration or payments until the restructured obligations are
fully paid.

d. No new borrowing, uniess with consent of the lenders.



e. No repayment or prepayment of any debt or obligation (other than
operational expenses), unless with consent of the lenders.

f. Creditor's consent for change in material ownership in the Company and
mortgagors.

g. Standard covenants, representations and warranties.

Dacion en Pago and Equity Conversion

The dacion en pago relating to the Company’s idle machineries and spare parts and
the equity conversion through the issuance of the Company’s capital stock have
been completed as at December 31, 2010. The dacion en pago transaction reduced
the outstanding loan principal amount by P122 million while the equity conversion
reduced outstanding accrued interest by P248 million.

The dacion en pago relating to the Company’s shares in SLC and a subsidiary’s land
and land improvements and building and building improvements has a total value of
P290.00 million. In 2012, certain certificates authorizing registration were issued and
reduced the total value from P290.00 million to P289.88 million. The remaining
assignment of shares is still for finalization with buyers to meet the regulatory
requirements on transfer of assets as at reporting date and this is expected to be
completed in 2022 after the issuance of Certificate Authorizing Registration (CAR) by
the BIR. The change in ownership and management in early 2012 and the issuance
of CAR generally caused the delay in the implementation of the dacion en pago.

In July 2019, the BOD and Stockholders of the Company approved the conversion of
loans into common shares of the Company. Consequently, principal payments on
long-term debt was suspended beginning July 2019. On December 29, 2020, the
Company issued shares to the lenders effecting the debt-to-equity conversion
following the SEC approval of the Company’s increase in authorized capital stock on
the same day (Notes 12 and 13). The outstanding balance of the borrowings were
reduced by P149.56 million as a result of the debt-to-equity conversion.

Restructuring of Subsidiaries

In 2011, following the provisions in the Amended Agreement, the Company filed a
merger application with the SEC to absorb Treasure Packaging Corporation (TPC).
On August 12, 2013, following management's assessment, the Board of STN and
TPC approved the withdrawal of the merger application filed with SEC as the same
no longer appears feasible. Management has been instructed to explore other
options, (i.e., merger of or with other subsidiaries).

In addition, Steniel Cavite Packaging Corporation (SCPC), a subsidiary, submitted a
merger application with SEC in October 2011 to absorb three (3) dormant
subsidiaries: (a) Metroplas Packaging Products Corporation (MPPC), (b) Metro
Paper and Packaging Products, Inc. (MPPP!) and (c) Steniel Carton System
Corporation (SCSC) using June 30, 2011 financial statements. On March 2, 2012,
the SEC approved the certificate of filing of the articles and plan of merger, which
documents were received by SCPC on July 31, 2012. All financial information
presented for the periods prior to the merger has been restated to reflect the
combined financial statements of the absorbed corporation as though the merger
had occurred at the beginning of 2010.

The Company also had a 39.71% direct and indirect (through SCPC & TPC) interest
in SLC. In 2010, all of the ownership interest of TPC and STN were assigned to
Greenkraft (Note 8), and the remaining interest of SCPC in SLC is 29.21%.



As at December 31, 2022 and 2021, Greenkraft holds 70.77% interest in SLC, while
the remaining interest of SCPC is 28.21%.

Interest Payments

On December 2, 2011, the current creditors/lenders agreed to waive the payment of
interest for the first two (2) years of the loan commencing on the restructuring date,
to correspond to the principal repayment as stated in the Amended Agreement.
Hence, interest payments shall be made in accordance with the Amended
Agreement but shall commence on the 27% month after the restructuring date,
inclusive of a two (2) year grace period. In relation to this, on March 1, 2012, the
accrued interest which was capitalized as part of the loan principal in 2010 in
accordance with the Amended Agreement, was also condoned by its major creditors
effective December 31, 2011.

In 2013, due to continuous working capital drain experienced by the Company as a
result of difficult economic and business conditions, the Company requested
reconsideration to defer the implementation of the loan agreement from the creditors
which was acted favorably. The Company was granted another two (2) years
extension of principal repayment, reduction of interest rate from 6% to 2% for the first
five (5) years and further waived interest charges annually until January 1, 2019.
Consequent to the BOD approval of the conversion of debt to common shares of the
Company in 2019, the principal repayment was suspended beginning July 2019 and
the interest on the remaining principal balance was waived.

Status of Operations

The Company has temporarily ceased its principal operations and has incurred
recurring losses in prior years resulting to a deficit of P1,585.40 million and
P1,605.24 million as at December 31, 2022 and 2021, respectively. These
conditions, among others, indicate the existence of material uncertainty which may
cast significant doubt about the Company’s ability to continue as a going concern.

To address such going concermn matter, the management has taken the following
measures:

On July 17, 2019, the BOD and Stockholders of the Company approved the
acquisition of shares of SMPC through a share swap transaction and the conversion
of loans from Greenkraft Corporation and Roxburgh Investments Limited into
common shares in the Company. To accommodate the transactions discussed
above, the BOD and Stockholders approved the amendment of the Articles of
Incorporation to increase the authorized capital stock from P1 billion, divided into one
billion common shares to P2 billion, divided into two billion common shares with par
value of P1 per share (Notes 12 and 13).

On December 29, 2020, upon the SEC's approval of the Company's increase in
authorized capital stock, the Company issued shares to the lenders effecting the
debt-to-equity conversion thereby reducing the outstanding balance of the
borrowings by P149.56 million. Further, the Company also issued shares to the
shareholders of SMPC effecting the share swap transaction. The realization of these
transactions resolved the capital deficiency position of the Company as at
December 31, 2020.

Based on the foregoing, the separate financial statements have been prepared on a
going concern basis, which assumes that the Company will continue in existence.



2. Basis of Preparation

Statement of Compliance

The separate financial statements have been prepared in compliance with Philippine
Financial Reporting Standards (PFRS). PFRS which is issued by the Financial and
Sustainability Reporting Standards Council (FSRSC) are based on International
Financial Reporting Standards (IFRS) issued by the international Accounting
Standards Board (IASB). PFRS consist of PFRS, Philippine Accounting Standards
(PAS), and Philippine Interpretations.

The separate financial statements as at and for the year ended December 31, 2022

and 2021 were approved and authorized for issuance by the BOD on February 28,
2024.

Basis of Measurement
The separate financial statements of the Company have been prepared on a

historical cost basis of accounting except for investment in equity securities which
are carried at fair value.

Functional and Presentation Currency

The separate financial statements are presented in Philippine peso, which is also the
Company's functional currency. All financial information expressed in Philippine peso
is rounded off to the nearest thousand peso, except when otherwise indicated.

3. Summary of Significant Accounting Policies

The accounting policies set out below have been applied consistently to all periods
presented in the separate financial statements.

Adoption of Amendments to Standards

The Company has adopted the following new and amended standards and
interpretations starting January 1, 2022 and accordingly, changed its accounting
policies. Except as otherwise indicated, the adoption of the amended standards did
not have a material effect on the Company'’s financial statements.

=« COVID-19-Related Rent Concessions beyond 30 June 2021 (Amendment to
PFRS 16, Leases). The amendment extends the practical expedient introduced
in the 2020 amendment which simplified how a lessee accounts for rent
concessions that are a direct consequence of COVID-19, permitting lessees to
apply the practical expedient to rent concessions for which any reduction in lease
payments affects only payments originally due on or before June 30, 2022.

= Property, Plant and Equipment - Proceeds before Intended Use (Amendments {0
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 loss, 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 an entity’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.

Annual Improvements to PFRS Standards 2018-2020. This cycle of
improvements contains amendments to four standards of which the following are
applicable to the Company:

o Fees in the 10 per cent Test for Derecognition of Financial Liabilities
(Amendment to PFRS 9). 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 included 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 behalf. It
applies to financial liabilities that are modified or exchanged on or after the
beginning of the annual reporting period in which the entity first applies the
amendment.

o Lease Incentives (Amendment to lllustrative Examples accompanying
PFRS 16). 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 meet the definition of a
lease incentive in PFRS 16.

Amended Standards Not Yet Adopted

A number of amendments to standards are effective for annual periods beginning
after January 1, 2022. However, the Company has not early adopted the following
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 amended standards on the respective effective
dates:

Definition of Accounting Estimates (Amendments to PAS 8, Accounting Policies,
Changes in Accounting Estimates and Errors). To clarify the distinction between
changes in accounting policies and changes in accounting estimates, the
amendments introduce a new definition for accounting estimates, clarifying that
they are monetary amounts in the financial statements that are subject to
measurement uncertainty. The amendments also clarify the relationship between
accounting policies and accounting estimates by specifying that an accounting
estimate is developed to achieve the objective set out by an accounting policy.
Developing an accounting estimate includes both selecting a measurement
technique and choosing the inputs to be used when applying the chosen
measurement technique. The effects of changes in such inputs or measurement
techniques are changes in accounting estimates. The definition of accounting
policies remain unchanged. The amendments also provide examples on the
application of the new definition.



The amendments are effective for annual reporting periods beginning on or after
January 1, 2023, with earlier application permitted, and will apply prospectively o
changes in accounting estimates and changes in accounting policies occurring
on or after the beginning of the first annual reporting period in which the
amendments are applied.

Disclosure of Accounting Policies (Amendments to PAS 1 and PFRS Practice
Statement 2, Making Materiality Judgments). The amendments are intended to
help companies provide useful accounting policy disclosures. The key
amendments to PAS 1 include:

e requiring companies to disclose their material accounting policies rather than
their significant accounting policies;

e clarifying that accounting policies related to immaterial transactions, other
events or conditions are themselves immaterial and as such need not be
disclosed; and

» clarifying that not all accounting policies that relate to material transactions,
other events or conditions are themselves material to a company’s financial
statements.

The amendments to PFRS Practice Statement 2 includes guidance and
additional examples on the application of materiality to accounting policy
disclosures.

The amendments are effective from January 1, 2023. Earlier application is
permitted.

Deferred Tax related to Assets and Liabilities arising from a Single Transaction
(Amendments to PAS 12, Income Taxes). The amendments clarify that that the
initial recognition exemption does not apply to transactions that give rise to equal
taxable and deductible temporary differences such as leases and
decommissioning obligations.

The amendments apply for annual reporting periods beginning on or after
January 1, 2023. Earlier application is permitted. For leases and
decommissioning liabilities, the associated deferred tax assets and liabilities will
be recognized from the beginning of the earliest comparative period presented,
with any cumulative effect recognized as an adjustment to retained earnings or
other appropriate component of equity at that date. For all other transactions, the
amendments apply to transactions that occur after the beginning of the earliest
period presented.

Lease Liability in a Sale and Leaseback (Amendments to PFRS 16, Leases). The
amendments confirm the following:

« On initial recognition, the seller-lessee includes variable lease payments
when it measures a lease liability arising from a sale-and-leaseback
transaction.

o After initial recognition, the seller-lessee applies the general requirements for
subsequent accounting of the lease liability such that it recognizes no gain or
loss relating to the right of use it retains.



A seller-lessee may adopt different approaches that satisfy the new requirements
on subsequent measurement. For example, the seller-lessee could determine
the lease payments to be deducted from the lease liability as expected lease
payments or as equal periodic paymentis over the lease term, with the difference
between those payments and amounts actually paid recognized in profit or loss.

The amendments are effective for annual reporting periods beginning on or after
January 1, 2024, with earlier application permitted. Under PAS 8 Accounting
Policies, Changes in Accounting Estimates and Errors, a seller-lessee will need
to apply the amendments retrospectively to sale-and-leaseback transactions
entered into or after the date of initial application of PFRS 16.

= Classification of Liabilities as Current or Noncurrent (Amendments to PAS 1,
Presentation of Financial Statements). To promote consistency in application and
clarify the requirements on determining whether a liability is current or
noncurrent, the amendments:

e removed the requirement for a right to defer settlement of a liability for at
least 12 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;

o clarified that a right to defer settlement exists only if an entity 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

o clarified that settlement of a liability includes transferring an entity’'s own
equity instruments fo the counterparty, but conversion options that are
classified as equity do not affect classification of the liability as current or
noncurrent.

The amendments apply retrospectively for annual reporting periods beginning on
or after January 1, 2024, with early application permitted. Entities that have early
applied the 2020 amendments may retain application until the 2022 amendments
are applied. Entities that will early apply the 2020 amendments after issue of the
2022 amendments must apply both amendments at the same time.

Current versus Noncurrent Classification

The Company presents assets and liabilities in the separate statements of financial
position based on current and noncurrent classification. An asset is current when it
is: (a) expected to be realized or intended to be sold or consumed in the normal
operating cycle; (b) held primarily for the purpose of trading; (c) expected to be
realized within 12 months after the reporting period; or (d) cash or cash equivalent
unless restricted from being exchanged or used to settle a liability for at least
12 months after the reporting period.

A liability is current when: (a) it is expected to be settled in the normal operating
cycle; (b) it is held primarily for trading; (c) it is due to be settled within 12 months
after the reporting period; or (d) there is no unconditional right to defer the settlement
of the liability for at least 12 months after the reporting period.

The Company classifies all other assets and liabilities as noncurrent. Deferred tax
assets and liabilities are classified as noncurrent.



Financial Instruments

Recognition and Initial Measurement. A financial instrument is any coniract that gives
rise to a financial asset of one entity and a financial liability or equity instrument of
another entity.

The Company recognizes a financial asset or a financial liability in the separate
statements of financial position when it becomes a party to the contractual provisions
of the instrument.

A financial asset (unless a receivable without significant financing component) or
financial liability is initially measured at the fair value of the consideration given or
received. The initial measurement of financial instruments, except for those
designated as at fair value through profit or loss (FVPL), includes transaction costs.
A receivable without a significant financing component is initially measured at the
transaction price.

Financial Assets

The Company classifies its financial assets, at initial recognition and subsequently
measured at amortized cost, fair value through other comprehensive income
(FVOC!) and FVPL. The classification depends on the contractual cash flow
characteristics of the financial assets and the business model of the Company for
managing the financial assets.

Subsequent to initial recognition, financial assets are not reclassified unless the
Company changes the business mode! for managing financial assets. All affected
financial assets are reclassified on the first day of the reporting period following the
change in the business model.

The business model refers to how the Company manages the financial assets in
order to generate cash flows. The business model determines whether cash flows
will result from collecting contractual cash flows, selling the financial assets, or both.
The Company considers the following information in assessing the objective of the
business model in which a financial asset is held at a portfolio level, which reflects
the way the business is managed and information is provided to management:

= the stated policies and objectives for the portfolio and the operation of those
policies in practice;

= how the performance of the portfolio is evaluated and reported to the Company’s
management;

= the risks that affect the performance of the business model (and the financial
assets held within that business model) and how those risks are managed;

= how employees of the business are compensated; and

= the frequency, volume and timing of sales of financial assets in prior periods, the
reasons for such sales and expectations about future sales activity.



The Company considers the contractual terms of the instrument in assessing
whether the contractual cash flows are solely payments of principal and interest. For
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
money and for the credit risk associated with the principal amount outstanding during
a particular period of time for other basic lending risks and costs (e.g. liquidity risk
and administrative costs), as well as profit margin. The assessment includes 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. The
Company considers the following in making the assessment:

= contingent events that would change the amount or timing of cash flows;

= terms that may adjust the contractual coupon rate, including variable rate
features;

= prepayment and extension features; and
= terms that limit the Company’s claim to cash flows from specified assets.

A prepayment feature is consistent with the solely payments of principal and interest
criterion if the prepayment amount substantially represents unpaid amounts of
principal and interest on the principal amount outstanding, which may include
reasonable additional compensation for early termination of the contract.
Additionally, for a financial asset acquired at a discount or premium to its contractual
par amount, a feature that permits or requires prepayment at an amount that
substantially represents the contractual par amount plus accrued (but unpaid)
contractual interest (which may also include reasonable additional compensation for
early termination) is treated as consistent with this criterion if the fair value of the
- prepayment feature is insignificant at initial recognition.

For purposes of subsequent measurement, financial assets are classified in the
following categories: financial assets at amortized cost, financial assets at FVOCI
(with or without recycling of cumulative gains and losses) and financial assets at
FVPL.

Financial Assets at Amortized Cost. A financial asset is measured at amortized cost
if it meets both of the following conditions and is not designated as at FVPL:

= it is held within a business model with the objective of holding financial assets to
collect contractual cash flows; and

= its contractual terms give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Financial assets at amortized cost are subsequently measured using the effective
interest method and are subject to impairment. Gains and losses are recognized in
profit or loss when the financial asset is derecognized, modified or impaired.

The Company’s cash in banks, receivables, and due from related parties are
included under this category.

Cash in banks are stated at face value.



Financial Assets at FVOC/. Investment in debt instruments is measured at FVOCI if it
meets both of the following conditions and is not designated as at FVPL:

= it is held within a business model whose objective is achieved by both coliecting
contractual cash flows and selling the financial assets; and

= its contractual terms give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

At initial recognition of an investment in equity instrument that is not held for trading,
the Company may irrevocably elect to present subsequent changes in the fair value
in other comprehensive income. This election is made on an instrument-by-
instrument basis.

Financial assets at FVOCI are subsequently measured at fair value. Changes in fair
value are recognized in other comprehensive income.

interest income calculated using the effective interest method, foreign exchange
gains and losses and impairment on investment in debt instruments are recognized
in profit or loss. When investment in debt instruments at FVOCl is derecognized, the
related accumulated gains or losses previously reported in the separate statements
of changes in equity are transferred to and recognized in profit or loss.

Dividends earned on holding an investment in equity instrument are recognized as
dividend income in profit or loss when the right to receive the payment has been
established, unless the dividend clearly represents a recovery of the part of the cost
of the investment. When investment in equity instruments at FVOCI is derecognized,
the related accumulated gains or losses previously reported in the separate
statements of changes in equity are never reclassified to profit or loss.

The Company’s investments in equity instruments are classified under this category.

Financial Liabilities

The Company classifies its financial liabilities, at initial recognition, in the following
categories: financial liabilites at FVPL and other financial liabilities. The Company
determines the classification of its financial liabilities at initial recognition. All financial
liabilities are recognized initially at fair value and, in the case of loans and
borrowings, net of directly attributable transaction costs.

As at December 31, 2022 and 2021, the Company has no financial liabilities at
FVPL.

Other Einancial Liabiliies. This category pertains to financial liabilities that are not
designated or classified as at FVPL. After initial measurement, other financial
liabilities are carried at amortized cost using the effective interest method. Amortized
cost is calculated by taking into account any premium or discount and any directly
attributable transaction costs that are considered an integral part of the effective
interest rate of the liability. The effective interest rate amortization is included in
“Interest expense” account in the separate statements of comprehensive income.
Gains and losses are recognized in the separate statements of comprehensive
income when the liabilities are derecognized as well as through the amortization
process.

Debt issue costs are considered as an adjustment to the effective yield of the related
debt and are deferred and amortized using the effective interest method. When a
loan is paid, the related unamortized debt issue costs at the date of repayment are
recognized in the separate statements of comprehensive income.



The Company’s trade payables and other current liabilities, due to related parties
and borrowings are included under this category.

Derecognition of Financial Assets and Financial Liabilities
Financial Assets. A financial asset (or, where applicable, a part of a financial asset or
part of a Company of similar financial assets) is primarily derecognized when:

= the rights to receive cash flows from the asset have expired; or

= the Company has transferred its rights to receive cash flows from the asset or
has assumed an obligation to pay them in full without material delay to a third
party under a “pass-through” arrangement; and either: (a) has transferred
substantially all the risks and rewards of the asset; or (b) has neither transferred
nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or
has entered into a pass-through arrangement, it evaluates if and to what extent it has
retained the risks and rewards of ownership. When it has neither transferred nor
retained substantially all the risks and rewards of the asset nor transferred control of
the asset, the Company continues to recognize the transferred asset to the extent of
the Company’s continuing involvement. In that case, the Company also recognizes
the associated liability. The transferred asset and the associated liability are
measured on the basis that reflects the rights and obligations that the Company has
retained.

Continuing involvement that takes the form of a guarantee over the transferred asset
is measured at the lower of the original carrying amount of the asset and the
maximum amount of consideration that the Company is required to repay.

Financial Liabilities. A financial liability is derecognized when the obligation under the
liability is discharged or cancelted, 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 original liability and the recognition of
a new liability. The difference in the respective carrying amounts is recognized in the
separate statements of comprehensive income.

impairment of Financial Assets
The Company recognizes allowance for expected credit loss (ECL) on financial
assets at amortized cost.

ECLs are probability-weighted estimates of credit losses. Credit losses are measured
as the present value of all cash shortfalls (i.e., the difference between the cash flows
due to the Company in accordance with the contract and the cash flows that the
Company expects to receive), discounted at the effective interest rate of the financial
asset, and reflects reasonable and supportable information that is available without
undue cost or effort about past events, current conditions and forecasts of future
economic conditions.

The Company recognizes an allowance for impairment based on either 12-month or
lifetime ECLs, depending on whether there has been a significant increase in credit
risk since initial recognition.



When determining whether the credit risk of a financial asset has increased
significantly since initial recognition and when estimating ECLs, 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.

The Company recognizes lifetime ECLs for receivables that do not contain significant
financing component. The Company uses provision matrix that is based on the
Company’s historical credit loss experience, adjusted for forward-looking factors
specific to the borrowers and the economic environment.

At each reporting date, the Company assesses whether these financial assets 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 asset have occurred. Evidence that a financial asset is credit-impaired
include observable data about the following events:

(a) significant financial difficulty of the issuer or the borrower;
(b) a breach of contract, such as a default or past due event;

(c) the restructuring of financial asset by the Company on terms that the Company
would not consider otherwise;

(d) it is becoming probable that the borrower will enter bankruptey or other financial
reorganization; or

(e) the disappearance of an active market for that financial asset because of
financial difficulties.

The Company considers a financial asset to be in default when a counterparty fails to
pay its contractual obligations, or there is a breach of other contractual terms, such
as covenants.

The Company directly reduces the gross carrying amount of a financial asset when
there is no reasonable expectation of recovering the contractual cash flows on a
financial asset, either partially or in full. This is generally the case when the Company
determines that the borrower does not have assets or sources of income that could
generate sufficient cash flows to repay the amounts subject to the write-off. However,
financial assets that are written off could still be subject to enforcement activities in
order to comply with the Company's procedures for recovery of amounts due.

The ECLs on financial assets at amortized cost are recognized as allowance for
impairment losses against the gross carrying amount of the financial asset, with the
resulting impairment losses (or reversals) recognized in the separate statements of
comprehensive income. The ECLs on investments in debt instruments at FVOC! are
recognized as accumulated impairment losses, with the resulting impairment losses
(or reversals) recognized in the separate statements of comprehensive income.

Classification of Financial Instruments between Liability and Equity

Financial instruments are classified as liability or equity in accordance with the
substance of the contractual arrangement. Interest, dividends, gains and losses
relating to a financial instrument or a component that is a financial liability, are
reported as expense or income. Distributions to holders of financial instruments
classified as equity are charged directly to equity, net of any related income tax
benefits.




A financial instrument is classified as liability if it provides for a contractual obligation
fo:

« deliver cash or another financial asset to another entity;

= exchange financial assets or financial liabilites with another entity under
conditions that are potentially unfavorable to the Company; or

» satisfy the obligation other than by the exchange of a fixed amount of cash or
another financial asset for a fixed number of own equity shares.

if the Company does not have an unconditional right to avoid delivering cash or
another financial asset to settle its contractual obligation, the obligation meets the
definition of a financial fiability.

The components of issued financial instruments that contain both liability and equity
elements are accounted for separately, with the equity component being assigned
the residual amount after deducting from the instrument as a whole or in part, the
amount separately determined as the fair value of the liability component on the date
of issue.

Offsetting Financial Instruments

Financial assets and financial liabilities are offset and the net amount is reported in
‘the separate statements of financial position if, and only if, there is a currently
enforceable legal right to offset the recognized amounts and there is an intention to
settle on a net basis, or to realize the assets and settle the liabilities simultaneously.

Prepaid Expenses and Other Current Assets

This account comprises prepayments and prepaid items such as prepaid taxes and
input taxes. Prepayments are expenses paid in advance and recorded as assets
before they are utilized. Prepayments that are expected to be realized for no more
than 12 months after the reporting period are classified as current assets; otherwise
these are classified as other noncurrent asset.

Prepaid tax to the amount withheld by suppliers which can be applied against income
tax due. It is carried at face value less allowance for unrecoverable tax credits. The
Company maintains an allowance for the amount which can no longer be claimed or
applied against income tax due.

Property and Equipment

Property and equipment are recorded at cost less accumulated depreciation, and
impairment losses, if any. The initial cost of property and equipment consists of its
purchase, including import duties taxes and any directly attributable costs of bringing
the asset to its working condition and jocation for its infended use.

Subsequent costs are included in the asset's carrying amount or recognized as a
separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Company and the cost of the item can be
measured reliably. The carrying amount of the replaced part is derecognized. All
other repairs and maintenance costs are charged to profit or loss during the period in
which these are incurred.

Major renovations are depreciated over the remaining useful life of the related asset
or to the date of the next major renovation, whichever is sooner.



Depreciation, which commences when the assets are available for their intended

use, is calculated using the straight-line method over its estimated useful life as
follows:

Number of Years
Machinery and equipment 3-10
Computer equipment 3-5

The asset’s residual values, estimated useful lives and depreciation method are
reviewed periodically, and adjusted if appropriate, at each reporting date to ensure

that method and period of depreciation and are consistent with the expected pattern
of economic benefits from items of property and equipment.

The carrying amounts of property and equipment are reviewed for impairment when
events or changes in circumstances indicate that the carrying amounts may not be
recoverable.

Fully depreciated assets are retained in the accounts until they are no longer in use.

An item of property, and equipment is derecognized when either it has been
disposed of or when it is permanently withdrawn from use and no future economic
benefits are expected from its use or disposal. Any gain or loss arising from the
retirement and disposal of an item of property, and equipment (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset)
is recognized in the separate statements of comprehensive income in the period of
retirement and disposal.

Investments in Subsidiaries

The Company's investments in shares of stock of subsidiaries are accounted for
under the cost method as provided for under PAS 27, Consolidated and Separate
Financial Stafements. The investments are carried in the separate statements of
financial position at cost less any impairment in value. The Company recognizes
dividend from a subsidiary in the separate statements of comprehensive income
when its right fo receive the dividend is established.

A subsidiary is an entity controlled by the Company. The Company controls an entity
when it is exposed to, or has rights to, variable returns from its involvement with the
entity and has the ability to affect those returns through its power over the entity.

Impairment of Nonfinancial Assets

The carrying amounts of prepaid expenses and other current assets, property and
equipment and investment in subsidiaries, are reviewed for impairment when events
or changes in circumstances indicate that the carrying amount may not be
recoverable. If any such indication exists, and if the carrying amount exceeds the
estimated recoverable amount, the assets or cash-generating units are written down
to their recoverable amounts.

The recoverable amount of the asset is the greater of fair value less costs to sell and
value in use. The fair value less costs to sell is the amount obtainable from the sale
of an asset in an arm’s length transaction between knowledgeable, willing parties,
less costs of disposal. 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 largely independent cash inflows, the
recoverable amount is determined for the cash-generating unit to which the asset
belongs. Impairment losses are recognized in profit or loss in those expense
categories consistent with the function of the impaired asset.



An assessment is made at each reporting date as to whether there is any indication
that previously recognized impairment losses may no longer exist or may have
decreased. If such indication exists, the recoverable amount is estimated. A
previously recognized impairment loss is reversed only if there has been a change in
the estimates used to determine the asset's recoverable amount since the last
impairment loss was recognized. If that is the case, the carrying amount of the asset
is increased to its recoverable amount. That increased amount cannot exceed the
carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognized for the asset in prior years. Such reversal is
recognized in profit or loss. After such reversal, the depreciation charge is adjusted
in future periods fo allocate the asset's revised carrying amount, less any residual
value, on a systematic basis over its remaining useful life.

Fair Value Measurements

Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement
date. The fair value measurement is based on the presumption that the transaction
to sell the asset or transfer the liability takes place either: (a) in the principal market
for the asset or liability; (b) in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal or most advantageous
market must be accessible to the Company.

The fair value of an asset or liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market
participants act in their economic best interest.

The Company uses valuation technigues that are appropriate in the circumstances
and for which sufficient data are available to measure fair value, maximizing the use
of relevant observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the separate
financial statements are categorized within the fair value hierarchy, described as
follows, based on the lowest level input that is significant to the fair value
measurement as a whole:

= Level 1: quoted prices (unadjusted) in active markets for identical assets or
"~ liabilities;

» Level2: inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly or indirectly; and

= Level 3: inputs for the asset or liability that are not based on observable market
data.

For assets and liabilities that are recognized in the separate financial statements on
a recurring basis, the Company determines whether transfers have occurred
between levels in the hierarchy by re-assessing the categorization at the end of each
reporting period.

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



Employee Benefits

Short-term Employee Benefits

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.

Retirement Benefits

Republic Act (RA) 7641 “Philippine Retirement Law” requires the Company to pay a
minimum retirement benefits to employees who retire after reaching the mandatory
age of 65 years old or optional retirement age of 60 years old with at least
five (5) years of service to the Company.

Management determined that the present value of the obligation arising from
RA 7641 is not material to the separate financial statements.

Capital Stock
Capital stock consists of common shares and is classified as equity. Incremental

costs directly attributable to the issuance of common shares are recognized as a
deduction from equity, net of any tax effects.

Additional Paid-in Capital
Additional paid-in capital represents the excess of consideration received over the
par value of capital stock.

Retained Earnings (Deficit)
Retained eamings (deficit) represent the accumulated net income or losses, net of
any dividend distributions and other capital adjustments.

Revenue Recognition

The Company recognizes revenue from contract with customers when control of the
goods or services are transferred to the customer at an amount that reflects the
consideration to which the Company expects to be entitied in exchange for these
goods or services, excluding amounts collected on behalf of third parties.

The following specific recognition criteria must also be met before revenue is
recognized:

Dividend Income
Dividend income is recognized when the right to receive the payment is established.

Interest Income
Interest income is recognized as the interest accrues, taking into account the
effective yield on the asset.

Other Income
Other income is recognized when earned.

Cost and Expenses

Costs and expenses are decreases in economic benefits during the reporting period
in the form of outflows or decrease of assets or incurrence of liabilities that result in
decrease in equity, other than those relating to distributions to equity participants.
Expense are recognized when incurred.




Borrowing Costs
Borrowing costs directly attributable to the acquisition or construction of an asset that
necessarily takes a substantial period of time to get ready for its intended use are

capitalized as part of the cost of the respective assets. All other borrowing costs are
expensed in the period they occur.

Income Taxes

Income tax expense for the year is composed of 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 other comprehensive income, in which case it is
recognized in equity or other comprehensive income. The Company periodically
evaluates positions taken in the tax retums with respect to situations in which
applicable tax regulations are subject to interpretations and establishes provisions
where appropriate.

Current tax is the expected tax payable on the taxable income for the year, using tax
rates enacted or substantively enacted at the reporting date, and any adjustment to
tax payable in respect of previous years.

Deferred tax is recognized using the liability method in respect of temporary
differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes.

Deferred tax liabilities are recognized for all taxable temporary differences, except:

» where the deferred tax liability arises from the initial recognition of goodwill or of
an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor taxable profit or
loss; and

= with respect to taxable temporary differences associated with investments in
shares of stock of subsidiaries, associates and interests in joint ventures, where
the timing of the reversal of the temporary differences can be controlled and itis
probable that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences,
carryforward benefits of unused tax credits - Minimum Corporate income Tax (MCIT)
and unused tax losses - Net Operating Loss Carry Over (NOLCO), to the extent that
it is probable that taxable profit will be available against which the deductible
temporary differences, and the carryforward benefits of MCIT and NOLCO can be
utilized, except:

= where the deferred tax asset relating to the deductible temporary difference
arises from the initial recognition of an asset or liability in a transaction that is not
a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

= with respect to deductible temporary differences associated with investments in
shares of stock of subsidiaries, associates and interests in joint ventures,
deferred tax assets are recognized only to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable profit will
be available against which the temporary differences can be utilized.



The carrying amount of deferred tax assets is reviewed at each reporting date and
reduced 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 asset to be utilized. Unrecognized
deferred tax assets are reassessed at each reporting date and are recognized to the
extent that it has become probable that future taxable profit will allow the deferred tax
assef to be recover.

The measurement of deferred tax reflects the tax consequences that would follow
the manner in which the Company expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset, if a legally enforceable right exists to set
off current tax assets against current tax liabilities and the deferred taxes relate to
the same taxable entity and the same taxation authority.

Deferred tax assets and liabilities are measured at the tax rates that are expected to
apply in the year when the asset is realized or the liability is settled, based on tax
rates (and tax laws) that have been enacted or substantively enacted at the reporting
date.

Value-added Tax (VAT). Revenues, expenses and assets are recognized net of the
amount of VAT, except:

= where the tax incurred on a purchase of assets or services is not recoverable
from the taxation authority, in which case the tax 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 tax included.

The net amount of tax recoverable from, or payable to, the taxation authority is
included as part of “Prepaid expenses and other current assets” or “Trade payables
and other current liabilities accounts” in the separate statements of financial position.

Related Party Transactions

Parties are considered to be related if one party has the ability, directly or indirectly,
to control the other party or exercise significant influence over the other party in
making financial and operating decisions. Parties are also considered to be related if
they are subject to common control and significant influence. Related parties may be
individuals or corporate entities.

Provisions

Provisions are recognized when: (a) the Company has a present obligation (legal or
constructive) as a result of past events; (b) it is probable (i.e., more likely than not)
that an outflow of resources embodying economic benefits will be required to settle
the obligation; and (c) a reliable estimate of the amount of the obligation can be
made. Where some or all of the expenditure required to settle a provision is expected
to be reimbursed by another party, the reimbursement is recognized as a separate
asset only when it is virtually certain that reimbursement will be received. The
amount recognized for the reimbursement shall not exceed the amount of the
provision. Provisions are reviewed 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-tax rate that reflects current
market assessment of the time value of money and the risks specific to the liability.
Where discounting is used, the increase in the provision due to the passage of time
is recognized as interest expense.



Contingencies

Contingent liabilities are not recognized in the separate financial statements but are
disclosed in the notes to the separate financial statements unless the possibility of an
outflow of resources embodying economic benefits is remote. Contingent assets are
not recognized in the separate financial statements but are disclosed in the notes to
the separate financial statements when an inflow of economic benefits is probable.

Evenis After the Reporting Date

Post year-end events that provide additional information about the Company’'s
position at the reporting date (adjusting events) are recognized in the separate
financial statements. Post year-end events that are not adjusting events are
disclosed in the notes to the separate financial statements when material.

4. Use of Judgments, Estimates and Assumptions

The preparation of the separate financial statements in accordance with PFRS
requires management to make judgments, estimates and assumptions that affect the
application of accounting policies and the amounts of assets, liabilities, income and
expenses reported in the separate financial statements at the reporting date.
However, uncertainty about these judgments, estimates and assumptions could
result in an outcome that could require a material adjustment to the carrying amount
of the affected asset or liability in the future. Judgments and estimates are
continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the
circumstances. Revisions are recognized in the period in which the judgments and
estimates are revised and in any future period affected.

Judgments

In the process of applying the accounting policies, management has made the
following judgments, apart from those involving estimations, which have the most
significant effect on the amounts recognized in the separate financial statements:

Classification of Financial Instruments. The Company exercises judgments in
classifying financial instrument, or its component parts, on initial recognition as a
financial asset, a financial liability, or an equity instrument in accordance with the
substance of the contractual arrangement and the definitions 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 separate statements of
financial position.

The Company uses its judgment in determining the classification of financial assets
based on its business model in which assets are managed and their cash flow
characteristics. The classification and fair values of financial assets and financial
liabilities are presented in Note 18.

Business Model. 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 best
reflects the way the business is managed, and information is provided to the
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
liabilities 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;

= the risks that affect the performance of the business model (and the financial
assets held within that business model) and how those risks are managed;

= how managers of the business are compensated - e.g. whether compensation is
based on the fair value of the assets managed or the contractual cash flows
collected; and

= the frequency, volume and timing of sales of financial assets in prior periods, the
reasons for such sales and expectations about future salary activity.

Cash Flow Characteristics - Payments of Principal and Interest. 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 money and for
the credit risk associated with the principal amount outstanding during a particular
period of time and for other basis lending risks and costs (e.g. liquidity risk and
administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of principal and
interest, the Company considers contractual terms of the instrument. This includes
assessing whether the financial asset contains a contractual term that could change
the timing or amount of the contractual cash flows such that it would not meet these
conditions. In making this assessment, the Company considers:

= contingent events that would change the amount or timing of cash flows;

= terms that may adjust the contractual coupon rate, including variable
rate features;

= prepayment and extension features; and

« terms that limit the Company's claim to cash flows from specified assets
(e.g. non-recourse features).

The Company determines that the business model for financial assets at amortized
cost is held to collect contractual cash flows and meets the solely principal and
interest criterion as at December 31, 2022 and 2021.

Measurement of Fair Values
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.

The Company uses market observable data when measuring the fair value of an
asset or liability. Fair values are categorized into different levels in a fair value
hierarchy based on the inputs used in the valuation techniques (Note 3).

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 based on 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.

The fair values of the Company’s financial instruments are disclosed in Note 18.

Estimates and Assumptions

The key estimates and assumptions used in the separaie financial statements are
based upon management’s evaluation of relevant facts and circumstances as of the
date of the separate financial statements. Actual results could differ from such
estimates.

Measurement of ECL on Financial Assets at Amortized Cost

ECLs are a probability-weighted estimate of credit losses. Credit losses are
measured as the present value of all cash shortfalls (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.

At each reporting date, the Company assesses whether 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 asset have occurred. Loss allowances for financial assets measured at
amortized cost increase recorded operating expenses and decrease current assets.

The Company has assessed that the ECL on financial assets at amortized cost is not
material because the transactions with respect to these financial assets were entered
into by the Company only with reputable banks and companies with good credit
standing and relatively low risk of defaults. Accordingly, no allowance for impairment
losses on financial assets at amortized cost was recognized in 2022 and 2021. The
carrying amounts of other financial assets wat amortized cost are as follows:

Note 2022 2021

Cash in banks 5, 18 P5,632 P18,166

Receivables 6, 18 122 122
Due from related parties 24,250 -

P30,004 P18,288

Estimation of Useful Lives of Property and Equipment

The Company estimates the useful lives of property and equipment based on the
period over which the assets are expected to be available for use. The estimated
useful lives of property and equipment are reviewed periodically and are updated if
expectations differ from previous estimates due fo physical wear and tear, technical
or commercial obsolescence and legal or other limits on the use of the assets.

In addition, estimation of the useful lives of property and equipment is based on
collective assessment of industry practice, internal technical evaluation and
experience with similar assets. It is possible, however, that future financial
performance could be materially affected by changes in estimates brought about by
changes in factors mentioned above. The amounts and timing of recorded expenses
for any period would be affected by changes in these factors and circumstances. A
reduction in the estimated useful lives of property and equipment would increase
recorded costs and expenses and decrease noncurrent assets.

The carrying amount of the Company’s property and equipment amounted to
P0.09 million and P2.84 million as at December 31, 2022 and 2021, respectively
{Note 9).



Impairment of Nonfinancial Assets

PFRS requires that an impairment review be performed on prepaid expenses and
other current assets, property and equipment and investment in subsidiaries when
events or changes in circumstances indicate that the carrying amount may not be
recoverable. Determining the recoverable amounts of these assets requires the
estimation of cash flows expected to be generated from the continued use and
ultimate disposition of such assets. While it is believed that the assumptions used in
the estimation of fair values reflected in the separate financial statements are
appropriate and reasonable, significant changes in these assumptions may
materially affect the assessment of recoverable amounts and any resulting
impairment loss could have a material adverse impact on the financial performance.

Based on the assessment of the Company, certain nonfinancial assets are to be
provided with allowance for impairment.

Allowance for impairment losses on advances to suppliers amounted to P1.84 million
as at December 31, 2022 and 2021 (Note 7).

Allowance for impairment on investment in subsidiaries amounted 1o
P1,559.43 million as at December 31, 2022 and 2021, respectively (Note 8).

No impairment loss was recognized on property and equipment as at December 31,
2022 and 2021 (Note 9).

Estimation of Realizability of Deferred Tax Assets

The Company reviews its deferred tax assets at each reporting period and reduces
the carrying amount to the extent that it is no longer probable that sufficient taxable
profit will be available to allow all or part of the deferred tax assets to be utilized. The
Company’s assessment on the recognition of deferred tax assets on deductible
temporary differences and carry forward benefits of NOLCO is based on the
projected taxable income in the following periods.

Deferred tax assets have not been recognized as at December 31, 2022 and 2021
because management believes that it is not probable that future taxable profit will be
available against which the deferred tax assets may be utilized (Note 17).

Provisions and Contingencies

The Company, in the ordinary course of business, sets up appropriate provisions for
its present legal or constructive obligations, if any, in accordance with its policies
on provisions and contingencies. In recognizing and measuring provisions,

management takes risk and uncertainties into account.

The Company has not recognized any provision in 2022 and 2021.

5. Cash in Banks

This account consists of cash in banks amounting to P5.632 million and P18.166
million, as at December 31, 2022 and 2021, respectively. Cash in banks eam annual
interest at the respective bank deposit rates.

Interest income from cash in banks amounted to P0.005 million and £0.003 million in
2022 and 2021, respectively (Note 16).



6. Receivables

This account consists of advances to employees amounting to P0.122 million as at
December 31, 2022 and 2021 (Notes 14 and 18).

7. Prepaid Expenses and Other Current Assets

This account consists of:

2022 2021
Advances to suppliers P1,863 P1,843
Allowance for impairment loss {1,843) (1,843)
20 -
Prepaid taxes - 43,679 44 419
Input value-added taxes 2,986 2,780
P46,685 P47,199

The remaining balance on prepaid taxes of P43.68 million and P44.42 million as at
December 31, 2022 and 2021, respectively, are not considered impaired as this
relates to excess tax payments or creditable withholding taxes which have no

prescription period and the balances are being carried forward annually in the fax
returns.

8. Investment in Subsidiaries

As at December 31, 2022 and 2021, this account consists of:

2022 2021
% of % of
Entity Ownership Amount Ownership Amount
SCPC
Cost 100 P1,748,000 100  P1,748,000
Allowance for impairment (1,559,430) (1,558,430)
188,570 188,570
SMPC 100 269,250 100 269,250
P457,820 P457,820
SCPC and TPC

In 2006, the business operations of SCPC gradually slowed down. The temporary
cessation of plant operations was approved by SCPC’s BOD on March 27, 2007 in
view of the continued losses incurred since its incorporation in addition to difficult
economic and business conditions. Its operations are now limited to leasing its
existing assets to a related party.

In 2008, TPC temporarily ceased its operations due fo continuous losses incurred.

In 2016, the merger between SCPC and TPC (the former as the surviving entity) was
approved by the BOD and Shareholders of the respective entities. The application for
merger was filed with the SEC on April 10, 2017 and was approved on
May 30, 2018.



As at December 31, 2019, the related investment cost for SCPC has been fully
provided with allowance for impairment losses. In 2020, the Company has reversed
allowance for impairment on investment in SCPC amounting to P188.57 million
following management review of SCPC’s financial position (Note 16).

SMPC

As at December 31, 2012, SMPC was a wholly-owned subsidiary of the Company.
On December 27, 2013, the BOD of the Company approved the sale of its 99.99%
ownership or 9,249,995 common shares in SMPC to various entities and individuals
for a total consideration of P20.00 million. The sale resulied to a loss of
P107.66 million which further increased the deficit.

On July 17, 2019, the BOD and Stockholders approved the acquisition of shares of
SMPC through a share swap transaction wherein all shareholders of SMPC will
exchange all their shares in SMPC for shares of the Company. On December 29,
2020, the Company issued 269,250,000 shares to the shareholders of SMPC
effecting the share swap transaction following the SEC approval of the Company’'s
increase in authorized capital stock on the same day (Note 13).

As at December 31, 2022 and 2021, SMPC is a wholly-owned subsidiary of the
Company.

9. Property and Equipment
The movements and balances of this account are as follows:

Machinery and
Note Equipment

Cost P19,279
Accumulated Depreciation

January 1, 2021 14,508
Depreciation 15 1,928
December 31, 2021 16,436
Depreciation 15 2,752
December 31, 2022 19,188
Carrying Amount

December 31, 2021 P2,843
December 31, 2022 P91

Certain fully depreciated property and equipment are still being used by the
Company for administrative purposes.

10. Investments in Equity Instruments

This account consists of investments in shares of stock of golf and country club
memberships and publicly-listed utility companies in which the Company does not
intend to dispose in the short-term and were designated as financial assets at FVOCI
in 2022 and 2021.



These investments were measured at fair value based on guoted prices as at
December 31, 2022 and 2021 and are as follows:

Note 2022 2021
Cost
Balance at beginning of year P15,768 P24,231
Purchases 8,694 -
Disposal - (8,464)
Balance at end of year 24,462 15,767
Changes in Fair Value
Balance at beginning of year (2,382) (5,856)
Changes in fair value (1,318) 2,469
Transfer of fair value reserve within equity
instruments designated at fair value - 1,005
Balance at end of year (3,700) (2,382)
18 P20,762 P13,385

Dividend income recognized amounted to P0.602 million and P1.214 million in 2022
and 2021, respectively (Note 16).

11. Trade Payables and Other Current Liabilities

This account consists of:

Note 2022 2021

Trade payables 18 P1,557 P1,557
Nontrade payables 18 4,017 6,823
Payable to government agencies 3,124 98
P38,698 P8,478

Trade payables mainly pertain to liability that arose from the purchase of invesiments
in equity instruments. Trade payables have a credit term which generally ranges
from 15 to 30 days.

12. Borrowings
This account consists of:

Note 2022 2021
Greenkraft Corporation 1, 14, 18 P190,000 P190,000

The above secured loans were originally obtained from lending banks under the
Omnibus Agreement’s revolving working capital facility subject to annual interest
rates prior to assignment of the loan to third party creditors/lenders in 2006. The
said creditorsflenders are now considered related parties of the Company following
the dacion en pago arrangements and re-assessment of related party relationships in
2010 (Notes 1 and 14).



The property and equipment of the Company and its subsidiaries and present and
future receivables of its subsidiaries are used as collateral in accordance with the
Amended Agreement. In 2012, the total fair value of assets pledged as security,
which includes investment in an associate, land and land improvements and building
and building improvements, declined from P290 million to P289.88 million (Note 1).
TPC and SCPC’s investment in shares of stock with SLC amounting to P0.64 million
was assigned to Greenkraft as part of the dacion en pago arrangements resulting to
a reduction of the borrowing balance. In 2014, the tand and land improvements and
building and building improvements of a subsidiary (SCPC) were transferred to the
creditors/lenders.

Furthermore, the Amended Agreement provides for certain affirmative and negative
covenants subject for compliance by the Company and its subsidiaries and payment
terms as discussed in Note 1 which is due after completion of dacion en pago that is
expected to be completed in 2022.

Upon approval of the Amended Agreement, the above creditors are aware of the
Company’s non-compliance with covenant due to the Company’s financial condition
and such will not be a ground to default from the Amended Agreement.

The other features of the Amended Agreement are disclosed in Note 1.

On July 17, 2019, the BOD and Stockholders approved the conversion of loans from
Greenkraft and Roxburgh into common shares in the Company. The minority
shareholders present or represented at the meeting unanimously voted to waive the
requirement to conduct a right or public offering of the shares to be issued by virtue
of debt-to-equity conversion (Note 13). Consequently, principal payments on
long-term debt was suspended beginning July 2019.

On December 29, 2020, the Company issued 149,562,081 shares to Greenkraft and
Roxburgh effecting the debt-to-equity conversion following the SEC approval of the
Company’s increase in authorized capital stock on the same day (Note 13).

As of December 31, 2022 and 2021, Greenkraft confirmed the Company’s
compliance with the amended agreement.

13. Equity

Capital Stock
This account consists of:

December 31, 2022

No. of
Common Par Value Amounts in
Shares Per Share Thousand
Authorized 2,000,000,000 1 P2,000,000
Issued and outstanding 1,418,812,081 1 P1,418,812
December 31, 2021
No. of
Common Par Value Amountis in
Shares Per Share Thousand
Authorized 2,000,000,000 1 P2,000,000
lssued and outstanding 1,418,812,081 1 P1,418,812




On July 17, 2019, the BOD and Stockholders approved the acquisition of shares of
SMPC through a share swap transaction wherein all shareholders of SMPC will
exchange all their shares in SMPC for shares of STN. On the same date, the BOD
and Stockholders also approved the conversion of loans from Greenkraft and
Roxburgh into common shares in STN (Notes 1, 8 and 12).

To accommodate the transactions discussed above, the BOD and Stockholders
approved the amendment of the AOI to increase the authorized capital stock from
P1 billion, divided into one billion common shares to P2 billion, divided into two billion
common shares with par value of P1 per share.

On December 29, 2020, the SEC approved the increase in authorized capital stock
of the Company. On the same date, the Company issued 269,250,000 shares to the
shareholders of SMPC in exchange for all of their shareholdings to the latter. The
Company also issued 149,562,081 shares to its lenders effecting the debt to equity
conversion (Notes 8 and 12).

Expenses incurred that are directly attributable to the issuance of shares, net of
related tax benefit, amounted to P6.21 million. Such amount was deducted against
additional paid-in capital in 2020.

Additional Paid-in Capital

The Company's loans were restructured in October 2010 and the 123,818,000
unissued shares amounting to P123.82 million were issued to a creditor to settle
portion of the loan amounting to P247.63 million. The excess of the amount settled
over the amount of issued shares (P123.81 million) was recognized as part of
additional paid-in capital (Note 1).

Earnings (Loss) Per Share
The Company has no dilutive equity instruments. Basic earnings per common share
in centavos for the years ended December 31 is calculated as follows:

2022 2021
Net income (loss) for the year available to
common shareholders P18.,427 (P2,315)
Divided by weighted average number of
common shares, in thousand 1,418,812 1,418,812
Basic earnings (loss) per share P0.01299 (P0.00163)

14, Related Party Transactions

in the normal course of business, the Company has transactions and balances with
its related parties. All material related party transactions are subject to approval by
the BOD. Material related party transactions pertain to those transactions, either
individually or in aggregate over a 12-month period, that exceed 10% of the
Company's total assets based on the latest audited financial statements. All other
related party transactions that are considered not material are approved by
management.



The balances and transactions with related parties as at and for the years ended
December 31 follows:

Dutstanding Balance

Due from Due to
Amount of Related Related
Category Year Note Transaction Receivables Borrowings Parties Parties Terms Conditions
Entities under
Common Control
* Reimbursements 2022 6, 14b P - P22 P - P - P - Collectible on Unsecured:
2021 - 122 - - - demand; non-~ no impairment
interest bearing
» Advances fo 2022 c 25,000 - . 24,250 - Collectible on Unsecured;
2021 - - - - - demand; non« no impairment
inlerest bearing
= Advances 2022 14a 4,501 - - - 118,940 Payable on Unsecured
2021 8,293 - - - 121441 demand; non-
interest bearing
= Borrowings 2022 1,12 - - 190,000 - - Payable in 25 Secured by
2021 - - 180,000 - - years in equal various current
quarterly and noncurrent
instaliments; assets of the
interest-bearing at Company
2% p.a. on the
first five years, 6%
p.a. an the 5% until
the 15% year, and
8% p.a.on the
16" year onwards
until maturity
TOTAL 2022 P22 P190,000 P24,250 P115,940
TOTAL 2021 P122  P190,000 P - P121,441

a. Due to related parties consist mainly of non-interest bearing advances for
working capital requirements with no definite repayment dates.

b Reimbursement of various expenses were paid in advance by the Company and
charged to the related party.

c. In 2022, SCPC has entered into a management and operations agreement with
the Company for a period of one (1) year amounting to P25,000,000, renewable
for another year, subject to terms and conditions mutually agreed by the parties.
The key officers of the Company shall manage the affairs of SCPC and shall
include such services corporate and business management, planning and
budgeting, finance and ftreasury functions, accounting functions, financial
reporting and regulatory filing and reporting, risk management, government and
regulatory affairs, and administrative/office services and leasing. It shall be
effective on January 1, 2022.

The Company’s key management did not receive any compensation in 2022 and
2021. The Company’s finance and administrative functions are being handled by
a related party without any charge. (Note 16).

Unless otherwise indicated, amounts due to/from related parties are expected to be
settled in cash.



15. Operating Expenses

This account consists of:

Note 2022 2021

Depreciation 9 P2,752 P1,928
Professional fees 2,416 725
Salaries, wages and employee benefits 983 420
Listing fees 250 250
Office and computer supplies 14 11
Taxes and licenses 3 1
Miscellaneous 23 152
6,441 pP3,487

Miscellaneous pertains to mailing and courier services, commission and bank
charges.

16. Other Income (Expense)

This account consists of:

Note 2022 2021
Management fee 14 P25,000 P -
Dividend income 10 602 1,214
interest income 5 5 3
Others - (45)
P25,607 P1,172

Dividend income pertains to the cash dividends received from investment in equity
instruments.

17. iIncome Taxes

The reconciliation of the income tax expense computed at the statutory income tax
rate to the income tax expense recognized in profit or loss is as follows:

2022 2021
Income (loss) before income tax P19,166 (P2,315)

income tax expense (benefit) at statutory tax

rate of 25% P4,792 (P579)
Adjustments to income tax resulting from:

Recognition of NOLCO which was previously

derecognized (3,900) -
Dividend income (151) (303)
interest income subjected to final tax )] N
Movement in unrecognized deferred tax

assets - 883

P740 P -




As at December 31, 2022 and 2021, deferred tax assets have not been recognized
in respect of the temporary differences and NOLCO as management believes that it
is not probable that sufficient taxable profit will be available against which all deferred
tax assets may be utilized.

2022 2021
Temporary differences:
Allowance for impairment losses on advances
to suppliers , P1,843 P1,843
NOLCO - 15,602
P1,843 P17,445

As at December 31, 2022, the Company has available NOLCO which can be claimed
as deduction against future taxable income as follows:

Year Expired/
incurred Amount Applied Balance Date of Expiry
2021 P3,532 P3,532 P - 2026
2020 8,327 8,327 - 2025
2019 3,743 3,743 - 2022
P15,602 P15,602 P -

18. Financial Risk and Capital Management Objectives and Policies

Obijectives and Policies

The Company's financial assets and liabilities, comprising mainly of cash in banks
receivables, investments in equity instruments, trade payables and other current
liabilities, borrowings and due fo related parties, are exposed to a variety of financial
risks: liquidity risk, credit risk and market risk (include price risk and cash flow
interest rate risk). Management ensures that it has sound policies and strategies in
place to minimize potential adverse effects of these risks on the Company’s financial
performance:

Risk management is carried out through the policies approved by the BOD of the
Company. The BOD provides principles on overall risk management and on specific
areas such as liquidity risk, credit risk and market risk.

Liguidity Risk

Liquidity risk pertains to the failure of the Company to discharge its obligations and
commitments. The tight cash position limits its obligation to take advantage of
increasing demands. The Company’s financial liabilities include trade payables and
other current liabilities, due to related parties and current and noncurrent portions of
borrowings (Notes 11, 12 and 14).



The table below summarizes the maturity profile of the Company's financial liabilities
based on contractual undiscounted payments used for liquidity management.

Carrying Contractual Less than More than
December 31, 2022 Amount Cash Flow 1 Year 1 Year

Current Liabilities
Trade payables and other cusrent

liabilities™ P5,574 P5,574 P5,574 P -
Due to refated parties 119,940 119,840 119,940 -
Borrowings 190,000 190,000 190,000 -
P315,514 P315,514 P315,514 P -

*Carrying amount excludes payable to government amounting to F3, 124.

Carrying Contractual Less than More than
December 31, 2021 Amount Cash Flow 1 Year 1 Year

Current Liabilities
Trade payables and other current

liabilities™ P8,380 P8,380 P8,380 P -
Due to related parties 121,441 121,441 121,441 -
Borrowings 190,000 190,000 190,000 -

P319,821 P319,821 P319,821 P -

*Carrying amount excludes payable to government amounting to P98.

The Company regularly monitors its cash position, continuously negotiates with
creditors for new credit terms and depends on the financial support from its operating
subsidiary and shareholders to meet its obligation as they fall due.

In December 2020, significant amount of the Company’s borrowings were converted
into equity. The remaining asset subject to dacion en pago under the provisions of
the Amended Agreement pertain to investment in preferred shares of SLC with fair
value of P190.0 million with reference to the municipality zonal value of land owned
by SLC (Notes 1, 12 and 14). Upon completion of this transaction, the balance of
borrowings will be paid in full.

Credit Risk

Credit risk is the risk of financial loss to the Company if a counterparty to a financial
instrument fails to meet its contractual obligations. Credit risk is managed on a
Company basis at the STN level. Credit risk arises from deposits with banks and
receivables. Cash transactions are limited to high-credit-quality financial institutions.

For the Company’s banks and financial institutions requirements, decisions are made
at the Company level that considers and leverages on Company's needs and cost.
Cash in banks are maintained with universal and commercial banks which represent
the largest single group, resource-wise, of financial institutions in the Philippines.

The maximum exposure of the Company to credit risk as at December 31, without
considering the effects of collaterals and other risk mitigation technigues, is
presented below.

Note 2022 2021
Cash in banks 5 P5,632 P18,166
Receivables 6 122 122
Due from related parties 24,250 -

P30,004 P18,288




The table below shows the credit quality of the Company's financial assets as at
December 31, 2022 and 2021:

Financial Assets at Amortized Cost

December 31, 2022 High Grade _ Medium Grade Low Grade Total
Cash in banks P5,632 P - P - P5,632
Receivables - - 122 122
Due from related parties 24,250 - 24,250

P5,632 P24,250 P122 30,004

Financial Assets at Amortized Cost

December 31, 2021 High Grade __Medium Grade Low Grade Total
Cash in banks P18,166 P - P - P18,166
Receivables - - 122 122

P18,166 P - pP122 18,288

It is the Company’s policy to maintain accurate and consistent risk ratings across the
financial assets which facilitates focused management of applicable risks. The
Company utilizes an internal credit rating system based on its assessment of the
quality of the financial assets. The Company classifies its unimpaired receivables
into the following credit grades:

High Grade - This pertains to accounts with a very low probability of default as
demonstrated by the customer/debtor long history of stability, profitability and
diversity. The customer/debtor has the ability to raise substantial amounts of funds
through the public markets. The customer/debtor has a strong debt service record
and a moderate use of leverage.

Medium Grade - The customer/debtor has no history of default. The customer/debtor
has sufficient liquidity to fully service its debt over the medium term. The
customer/debtor has adequate capital to readily absorb any potential losses from its
operations and any reasonably foreseeable contingencies. The customer/debtor
reported profitable operations for at least the past 3 years.

Low Grade - The customer/debtor is expected to be able to adjust to the cyclical
downturns in its operations. Any prolonged adverse economic conditions would
however ostensibly create profitability and liquidity issues. Operating performance
could be marginal or on the decline. The customer/debtor may have a history of
default in interest but must have regularized its service record to date. The use of
leverage is above industry standards but has contributed to shareholder value.

The table below presents the Company’s exposure to credit risk and shows the credit
quality of the financial assets by indicating whether the financial assets are subjected
to 12-month ECL or lifetime ECL. Assets that are credit-impaired are separately
presented.

Financial Assets at Amortized Cost
Lifetime ECL -  Lifetime ECL. -

12-month not credit credit
December 31, 2022 ECL impaired impaired Total
Cash in banks P5,632 P - P - P5,632
Receivables 122 - - 122
Due from related parties - 24,250 - 24,250

P5,754 P24,250 P - P30,004




Financial Assets at Amortized Cost
Lifetime ECL - Lifetime ECL -

12-month not credit credit
December 31, 2021 ECL impaired impaired Total
Cash in banks P18,166 P - P - P18,166
Receivables 122 - - 122
P18,288 P - P - P18,288

The Company believes that the unimpaired amounts are past due by more than 60
days are still collectible based on historical payment behavioral analyses of the
underlying counterparties’ credit ratings.

Market Risk

Market risk is the risk that the changes in market prices, such as foreign exchange
rates, interest rates and other market prices, will affect the Company’s income or the
value of its holdings in financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable
parameters, while optimizing the return.

Foreign Currency Risk

The Company is exposed to foreign currency risk on its cash in banks that is
denominated in US Dollars. The Company regularly monitors the outstanding
balance of its cash in banks that is denominated in US Dollars and maintains them at
a level responsive to the current exchange rates so as to minimize the risks related
to this foreign currency denominated asset.

The Company expects that the effects of this foreign currency risk are immaterial {o
the separate financial statements.

Interest Rate Risk

Interest rate risk is the risk that the future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. The Company’s exposures to
interest rate risk relates primarily to the Company’s borrowings. The Company
manages its interest rate risk by limiting its borrowings to long-term loans with fixed
interest rates over the term of the loan.

Share Price Changes of Investment in Equity Instruments

The Company has investments in equity instruments traded in the Philippine Stock
Exchange and are exposed to share price changes. Share price changes of
investments in equity instruments arises from future commercial transactions and
recognized assets and liabilities.

The following table demonstrates the sensitivity to a reasonably possible change in
the fair value of investments in equity instruments, with all other variables held
constant, of the Company’s equity:

Effect on Capital Deficiency
2022 2021
1% Increase 1% Decrease 6% Increase 6% Decrease

invesiment in equity
instruments P1,098 (P1,098) P784 (P784)




Fair Value Estimation of Financial Assets and Liabilities

Cash in Banks, Receivables, and Due from Related Parties. The carrying amounts of
cash in banks, receivables, and due from related parties approximate fair values due
to the relatively short-term maturities of these financial instruments.

Investment in Equity Instruments. The fair value of quoted investment in equity
instruments is determined by reference to their quoted bid prices at the reporting
date (Level 1). The fair values of golf shares and country club memberships are
based on cost since there is no realizable basis for fair value.

Trade Payables and Other Current Liabilities, Due to Related Parties and Current
Portion of Borrowings. The carrying amounts of trade payables and other current
liabilities, due to related parties and current portion of borrowings approximate fair
value due to the relatively short-term maturities of these financial instruments.

Borrowings, Net of Current Portion. Borrowings, net of current portion are reported at
their present values, which approximate the cash amounts that would fully satisfy the
obligations as of reporting date. The carrying amounts of the borrowings with annual
interest approximate their fair values.

Capital Management
The Company’s objectives when managing capital are to safeguard its ability to

continue as a going concern, so that it can continue to provide retums for
shareholders and benefits for other stakeholders and to maintain an optimal capital
structure to reduce the cost of capital.

Cash flow from the activities of the Company’s operating subsidiaries is considered a
measure that reflects the Company’s ability to generate funding from operations for
its investing and financing activities and is representative of the realization of value
or shareholders from the Company’s operations.

Total capital comprises the total equity as shown in the separate statements of
financial position. The Company being a listed entity is covered by the PSE
requirement of 10% minimum public ownership. The Company is under suspended
frading status in Philippine Stock Exchange since 2006 pursuant to the PSE’s
Implementing Guidelines for Companies under Corporate Rehabilitation when the
Company notified the PSE in a disclosure that the stockholders have approved
entering into rehabilitation proceedings (Note 1).

The Company is not subject to externally imposed capitalization requirements.



19. Supplementary Information Required by the BIR

In addition to the disclosures mandated under PFRS and such other standards
and/or conventions as may be adopted, companies are required by the BIR to
provide in the notes to the separate financial statements, certain supplementary
information for the taxable year. The amounts relating to such information may not
necessarily be the same with those amounts disclosed in the separate financial
statements which were prepared in accordance with PFRS. The following is the tax
information required based on RR No. 15-2010 for the taxable year ended
December 31, 2022 (amounts rounded off to the nearest peso):

A. Value Added Tax (VAT)

Output VAT declared for the year ended December 31, 2022 and the revenues
upon which the same was based consist of:

Output VAT P3,000,000

Account title used
Basis of the Qutput VAT
Vatable sales P25,000,000

Movements in input VAT for the year ended December 31, 2022 are as follows:

Input VAT
Beginning of the year P2,780,311
Current year's domestic purchases:

a. Services lodged under other accounts 136,369
Less: Claimed against Qutput VAT 3,000,000
Ending balance (P83,320)

B. Withholding Taxes

Expanded withholding taxes P13,060
Withholding taxes on compensation 94,626
P107,686

C. All Other Taxes (Local and National)

Other taxes paid during the year recognized under
“Taxes and licenses” account under Operating
Expenses
License and permit fees P3,307




D. Tax Assessment and Cases

As of December 31, 2022, the Company has no pending tax court cases nor has
received tax assessment notices from the BIR.

Based on RR No. 34-2020

In relation to Section 4 of RR No. 34-2020, the Company is not covered by the
prescribed requirements and procedures for the submission of BIR Form No. 1709,
Information Return on Related Party Transactions, Transfer Pricing Documentation
(TPD) and other supporting documents.
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STENIEL MANUFACTURING CORPORATION
SUSTAINABILITY REPORT FOR 2022

Contextual Information

Company Details

Name of Organization

Steniel Manufacturing Corporation

Location of Headquarters

Gateway Business Park, Brgy. Javalera, Gen. Trias Cavite

Location of Operations

Gateway Business Park, Brgy. Javalera, Gen. Trias Cavite

Report Boundary: Legal
Entities (e.g. subsidiaries)
included in this report

Steniel Manufacturing Corporation and its subsidiaries, Steniel
Mindanao Packaging Corporation and Steniel Cavite
Packaging Corporation

Business Model, including
Primary Activities, Brands,
Products, and Services

Manufacturing, processing, and selling of paper products
(temporarily suspended). Leasing of machinery and equipment.

Reporting Period

Calendar Year 2022

Highest Ranking Person
Responsible for this report

Eliza C. Macuray — Treasurer/CFO/CAE

ECONOMIC

I.  Economic Performance

Direct Economic Value Generated and Distributed

Disclosure

Amount (in Php)

Direct economic value generated (revenue)

2,205,413,000

Direct economic value distributed:

a. Operating costs

2,091,767,000

Employee wages and benefits

73,150,000

2,984,946,984

b.

c. Payments to suppliers, other operating costs

d. Dividends given to stockholders and interest
payments to loan providers

13,550,000

e. Taxes given to government
f

Investments to community (e.g. donations, CSR) 0

What is the impact and where
does it occur? What is the

Which stakeholders are Management Approach

organization’s involvement in affected?

the impact?
The performance of revenue | ¢ Stockholders The Company adheres to
impacts the value of shares, | o Employees good business practices to
the capacity to remunerate | ¢ Government ensure consistent
employees with wages and | ¢ Community performance and healthy

benefits, the allocation
available for Corporate Social
Responsibility (CSR)
initiatives, and the taxes
remitted to the government.

revenue growth which may
include the following:
1. Market Research and
Analysis
2. Customer Retention by




providing excellent
customer services

3. Product and service
innovation

4. Expansion of Market
Reach

5. Adopting new and
effective sales and
marketing strategies

6. Operational efficiency

7. Employee Training
and Development

What are the Risk/s

Which stakeholders are

identified? affected? Management Approach
The revenue may be|e Stockholders The company guarantees that
influenced by the operational | ¢ Employees both owned and Ileased
effectiveness of the lessee's | ¢ Government machinery and equipment
machinery and equipment, undergo regular inspections

while fluctuations in the
market that impact the
performance of investments in
equity instruments can also
affect revenue outcomes.

Supply chain disruptions, such
as inventory surplus or
shortage, can lead to excess
waste and production
stoppages, resulting in
financial losses.

Rapid advancements in
technology may render
existing manufacturing
processes or equipment
obsolete, requiring costly
upgrades or retooling.

and maintenance to facilitate
uninterrupted operations.

The company will enhance
transparency across the
supply chain to anticipate and
mitigate potential disruptions.
Forecasting will be improved
by leveraging on historical
data, customer insights and
market trends.

The company will strengthen

its lean inventory
management practices to
minimize excess inventory
and reduce the risk of

obsolescence.

The Company will prioritize
investments in scalable and
flexible technologies that can
adapt to evolving market
demands and technological
advancements.

What are the Opportunity/ies
identified?

Which stakeholders are
affected?

Management Approach

Revenue performance can be

Stockholders

Management is  currently




enhanced by a sound

investment plan.

Employees
Government

studying investment
opportunities that can help
improve revenue performance

Il.  Procurement Practices

Proportion of spending on local suppliers

Disclosure

Quantity

Percentage of procurement budget used for significant
locations of operations that is spent on local suppliers

10 to 20%

What is the impact and where
does it occur? What is the
organization’s involvement in
the impact?

Which stakeholders are
affected?

Management Approach

Procuring raw materials from
domestic suppliers offers the
advantages of shorter lead
times and streamlined
communication, enhancing
convenience. Furthermore,
sourcing locally results in
reduced transportation
expenses, thereby bolstering
the Company's profitability.

On the other hand, sourcing
raw materials internationally
proves advantageous in terms
of cost efficiency, particularly
for bulk orders.

Suppliers
Customers
Government

The Company consistently
nurtures positive relationships
with current suppliers while
expanding the diversity of its
supply chain by seeking out

new suppliers both
domestically and
internationally. A diversified
sourcing strategy can
enhance resilience against
disruptions such as

geopolitical tensions, natural
disasters, or transportation
issues.

What are the Risk/s

Which stakeholders are

Management Approach

identified? affected?
Insufficient  planning and | ¢ Suppliers The company  prioritizes
forecasting may result in|e Customers demand planning and
either depleted stock levels, | ¢ Governments forecasting, routinely
disrupting operational conducting inventory
efficiency, or surplus assessments to maintain an

inventory, leading to dormant
capital and obsolete items.

optimal balance of stock on
hand.

Additionally, it collaborates
with other companies to
source raw materials,
capitalizing on competitive
pricing opportunities.




Which stakeholders are
affected?

What are the Opportunity/ies
identified?

Management Approach

Partnerships with domestic | ¢ Suppliers
and international suppliers | ¢« Customers
can lead to shared innovation, | ¢ Government
joint  product development,
and strategic alliances that will
benefit both the Company and
the supplier.

The Company will work on
establishing strategic
partnerships with local and
international  suppliers to
foster long-term relationships
built on trust, collaboration,
and mutual benefit.

lll.  Anti-Corruption

Training on Anti-corruption Policies and Procedures

Disclosure

Quantity

Percentage of employees to whom the organization’s anti-
corruption policies and procedures have been
communicated to

100%

Percentage of business partners to whom the
organization’s anti-corruption policies and procedures have
been communicated to

100%

Percentage of directors and management that have
received anti-corruption training

100%

Percentage of employees that have received anti-corruption
training

100%

What is the impact and where

does it occur? What is the Which stakeholders are

Management Approach

organization’s involvement in affected?

the impact?
The company maintains the | ¢ Directors and Officers
utmost integrity standards, and | ¢ Employees
therefore, employees, business | ¢ Business Partners
partners, suppliers, and | ¢ Government

customers are expected to
adhere to similar standards in
their work performance and
interactions with the company,
stakeholders, and the public in
general.

Management ensures that its
anti-corruption  policies and
procedures are communicated to
both employees and business
partners.

Copies of the Code of Conduct
are discussed and distributed to
officers and employees and they
are strictly forbidden from
participating in any form of direct
or indirect bribery or corrupt
activities.

Furthermore, all directors and




officers of the Company are
required to attend the annual
Corporate Governance seminars,
which  cover anti-corruption
subjects among other relevant
topics.

What are the Risk/s
identified?

Which stakeholders are
affected?

Management Approach

The Company collaborates with
customers known for upholding
the highest standards of integrity.
Failure to maintain this level of
integrity reflects negatively on the
company in the eyes of our
customers, potentially
dissuading ongoing partnerships
and relationships with them.

Directors and Officers
Employees

Business Partners
Government

To safeguard the company's
reputation  against  potential
integrity lapses, the management
is taking proactive steps. These
include conducting thorough due
diligence on potential partners,
clearly communicating integrity
expectations to employees and
officers, implementing robust
monitoring and  compliance
measures, swiftly addressing any
unethical behavior, providing
ongoing education on integrity,
and maintaining  transparent
reporting practices. By adopting
these approaches, the company
can mitigate the risk of
reputational harm and foster
enduring  partnerships  with
customers who uphold ethical
standards.

What are the Opportunity/ies
identified?

Which stakeholders are
affected?

Management Approach

Enhance anti-corruption policies
and procedures.

Directors and Officers
Employees

Enhancing company policies and
procedures against corruption
requires a comprehensive
approach. The various
management approaches are as
follows:

Top management will
continuously show their
unwavering support towards the
policy.

Regular risk assessments will be




conducted to help identify
potential vulnerabilities in the
policy and opportunities for
improvement for effective risk
management.

Designing training programs that
cater to the organization’s needs,
encompassing legal compliance
and practical guidance.

Incidents of Corruption

Disclosure Quantity
Number of incidents in which directors were removed or 0
disciplined for corruption
Number of incidents in which employees were dismissed or 0
disciplined for corruption
Number of incidents when contracts with busines partners 0

were terminated due to incidents of corruption

What is the impact and where

does it occur? What is the Which stakeholders are
SRR ; Management Approach
organization’s involvement in affected?
the impact?

Incidents of corruption have Directors and Officers

Management strictly enforces the

detrimental effects on both the | ¢ Employees Company’s anti-corruption
Company’s reputation and the | ¢ Government policies and procedures and
morale of its employees. The reviews all transactions to ensure
Company’s involvement is on the that there is no corruption
management of existing and involved.
potential risks.
Risk-based assessments are
conducted regularly to
proactively manage potential
risks.
What are the Risk/s Which stakeholders are Management Approach
identified? affected?

Acts of corruption affect the | ¢ Directors and Officers
reputation of the Company and | ¢ Employees
the morale of the people. e Government

Corrupt practices may put the
company under tight government
scrutiny.

Risk-based assessments are
conducted regularly to
proactively manage existing and
potential risks.




What are the Opportunity/ies

Which stakeholders are
affected?

Management Approach

identified?
Enhance training on anti-
corruption policies and
procedures

Directors and Officers
Employees
Government

Management is continuously
looking into ways it can enhance
training on anti-corruption
policies and procedures.

ENVIRONMENT

I.  Resource Management

Energy consumption within the organization

Disclosure Quantity Units
Energy Consumption (renewable sources) 644,573.45 | GJ
Energy Consumption (gasoline) NA | GJ
Energy Consumption (LPG) NA | GJ
Energy Consumption (diesel) 32,261.12 | GJ
Energy Consumption (electricity) 2,888,996 | kWh

Reduction of enerqgy consumption

Disclosure Quantity Units
Energy Consumption (renewable sources) 41.04 | GJ
Energy Consumption (gasoline) NA | GJ
Energy Consumption (LPG) NA | GJ
Energy Consumption (diesel) 0] GJ
Energy Consumption (electricity) 15,600 | kWh
What is the impact and where
does it occur? What is the Which stakeholders are M
anagement Approach

organization’s involvement in
the impact?

affected?

The Group is heavily dependent
on electricity to operate, with its
primary source being the power
utility company, DLPC.
Additionally, a portion of its
electricity needs is fulfilled by a
solar power generator leased and
installed on the premises. Diesel
is also utilized for operating
equipment and vehicles.
Optimizing the capacity of the
solar power generator and
ensuring efficient use of diesel

Directors and Officers
Employees
Customers

Public

The Company performs routine
evaluations to pinpoint significant
energy users and their energy
sources. Determining  which
areas to prioritize for energy
conservation mainly depends on
feasibility or the possibility of
reducing energy consumption.
Subsequently, a plan to decrease
utility usage is developed to fulfill
the company's energy
consumption goals.




and electricity significantly affect
both costs and the environment
positively.

The management strategically
schedules operations to
maximize the utilization of solar
power due to its cost-
effectiveness and minimal
environmental footprint.

Moreover, the management
purposefully schedules
production to minimize diesel
consumption while maintaining
efficient product output.

What are the Risk/s
identified?

Which stakeholders are
affected?

Management Approach

Escalating power and diesel rates
attributed, but not limited, to
factors such as heightened fuel
costs resulting from conflicts in
import routes.

Reduced customer demand
compels the company to operate
at reduced capacities,
consequently impacting the
efficiency of power consumption;
thus, increasing the cost of
operation.

Directors and Officers
Employees
Customers

Public

The management is continuously
working on  optimizing the
utilization of the solar power

generator and exploring
additional renewable energy
sources. Through which, the
company can reduce

dependence on conventional
electricity and volatile diesel.
This shift towards renewable
energy not only lowers
operational costs but also
enhances the organization's
environmental sustainability
profile.

What are the Opportunity/ies
identified?

Which stakeholders are
affected?

Management Approach

Transition to renewable source of
energy that is cheaper and may
potentially attract
environmentally cautious
customers and investors.

Adoption and implementation of
energy-efficient technologies and
practices which may include
upgrading equipment, improving
insulation and adopting smart
energy management system.

Directors and Officers
Employees
Customers
Government

The Company takes a proactive
approach in adopting energy-
efficient equipment. Additionally,
the management is exploring the
possibility of expanding the
rooftop-mounted solar power
generator.




Water consumption within the organization

Disclosure

Quantity Units

Water withdrawal

6,499 | Cubicm

Water consumption

16,972.75 | Cubic m

Water recycled and reused

935.92 | Cubic m

What is the impact and where
does it occur? What is the
organization’s involvement in
the impact?

Which stakeholders are
affected?

Management Approach

Taking into account the nature
and size of operations, the
Company has minimal water
consumption. Nevertheless, the
Company ensures that there is a
safe and sufficient source of
water for drinking and utility use.

e Employee

e Community
e Government
e Customer

To guarantee the safety of
potable water for both
employees and guests, the
management conducts routine
inspections and/or audits of
drinking water suppliers.

Additionally, the management
ensures that regular tests are
carried out on alternative water
sources to confirm  their
suitability for utility use.

Furthermore, the management
maintains the cistern facility and
the newly installed 60 cubic
meter water tank within the plant
to store and utilize rainwater
effectively.

What are the Risk/s
identified?

Which stakeholders are
affected?

Management Approach

Increasing water rates and
unstable water supply will have a
direct effect on the operating cost
and operation.

Drinking  water failing the
standard quality poses health
risks to employees.

e Employees
e Government

The Company keeps the cistern
and water tank in good condition
to ensure that it effectively
captures and stores rainwater
and that the rainwater is
efficiently used.

What are the Opportunity/ies
identified?

Which stakeholders are
affected?

Management Approach

Taking into account the nature

NA

NA




and size of operations, the
Company has minimal water
consumption. Thus,
opportunities in relation to this
matter are negligible

Materials used by the organization

Disclosure Quantity Units
Materials used by weight or volume
¢ Renewable 79,258 | MT
e Non-renewable 1,777 | MT
Percentage of recycled input materials used to manufacture 13| %
the organization’s primary products

What is the impact and where

does it occur? What is the Which stakeholders are
A ; Management Approach
organization’s involvement in affected?
the impact?
The Company's operations are e Suppliers Maximize the utilization of
significantly dependent on the e Customers recycled papers through the
accessibility and sustainability of e Employees implementation of novel

its primary raw material, paper. In
response to the substantial
global demand, the Company
collaborates with its customers
to create products utilizing
recycled papers, which not only
offer cost advantages but also
contribute to  environmental
preservation, thereby reducing
the Company's working capital.

technologies, ongoing process
enhancements, and fostering
innovation, alongside offering
training programs to cultivate a
proficient and technically skilled
workforce.

What are the Risk/s Which stakeholders are Management Aoproach
identified? affected? 9 bp
Several factors, including the e Suppliers Continuous  improvement  in
environmental consequences of e Customers supply chain management and
global warming and the e Employees technological  innovation  to

requirement for domestic wood
in bio-energy production, present
challenges to the sustainability of
paper mills in fulfilling worldwide
demands for paper rolls.
Furthermore, these factors

efficiently consume raw
materials.

Market analysis and pricing
strategies are conducted and
implemented to negotiate better




directly influence the pricing of
paper rolls in the market.

prices with the suppliers.

What are the Opportunity/ies
identified?

Which stakeholders are
affected?

Management Approach

With increasing consumer
demand for environmentally
friendly packaging, the Company
can capitalize on this trend by
offering sustainable packaging
solutions made from recycled or
responsibly  sourced paper
materials.

And as e-commerce continues to
grow, there is a rising demand for
packaging solutions tailored to
shipping products directly to
consumers. The Company can
develop specialized packaging
solutions  optimized for e-
commerce fulfillment, such as
corrugated boxes designed for
efficient shipping and product
protection.

e Suppliers
e Customers
e Employees

Conducting market research and
analysis, investing in research
and development, integration of
sustainable practices, strategic
partnership and collaboration,
service expansion and
differentiation, and maintaining
strong customer relations.

Ecosystems and biodiversity (whether in upland/watershed or coastal/marine)

Disclosure Quantity Units
Operational sites owned, leased, managed in, or adjacent to, N/A
protected areas and areas of high biodiversity value outside
protected areas
Habitats protected or restored N/A | ha
IUCN Red List species and national conservation list species N/A
with habitats in areas affected by operations

What is the impact and where
does it occur? What is the
organization’s involvement in
the impact?

Which stakeholders are
affected?

Management Approach

N/A

N/A

N/A

What are the Risk/s

Which stakeholders are

Management Approach




identified?

affected?

N/A

N/A

N/A

What are the Opportunity/ies

Which stakeholders are

Management Approach

identified? affected?
N/A N/A N/A
Environmental impact management
a. GHG
Disclosure Quantity Units
Direct (Scope 1) GHG Emissions 6574.35 | Tonnes
CO2e
Energy indirect (Scope 2) GHG Emissions 2,992 | Tonnes
CO2e
Emissions of ozone-depleting substances (ODS) NA | Tonnes

What is the impact and where
does it occur? What is the
organization’s involvement in
the impact?

Which stakeholders are
affected?

Management Approach

Energy indirect Greenhouse Gase
(GHG) emission is the impact of
usage of electricity, which is one
of the major inputs in production.

Employees
Customers
Government
Community

The Company has adopted and
implemented energy
conservation measures such as
the use of LED lights, inverter
drive motor, and upgraded the
electrical power controls (power-
saving devices).

What are the Risk/s
identified?

Which stakeholders are
affected?

Management Approach

Poor air quality

Employees
Customers
Government
Community

The Company has embraced and
put into effect energy-saving
initiatives, including consistent
upkeep of APCD and APSE
systems, complying with stack
sampling outcomes, and
preserving ambient air quality by
installing air ventilation fan and
air conditioning units.




What are the Opportunity/ies
identified?

Which stakeholders are
affected?

Management Approach

Discover and implement new
knowledge on power-saving
technologies.

e Employee
e Government
e Community

The Company will invest in
training and new equipment.

b. Air pollutants

Disclosure Quantity Units
NOx 4,600 | kg
SOx 11,650 | kg
Persistent organic pollutants (POPs) NA | kg
Volatile organic compounds (VOCs) NA | kg
Hazardous air pollutants (HAPs) 5,250 | kg
Particulate matter (PM) 2,700 | kg

What is the impact and where
does it occur? What is the
organization’s involvement in
the impact?

Which stakeholders are
affected?

Management Approach

Taking into account the nature
and size of Operations, the
Company has a negligible impact
on this matter.

e Employee
e Community

The management ensures that
the prescribed DENR source
emission standards are kept and
regular testing is made for the
boilers, vehicles, and stan-by
generators.

What are the Risk/s
identified?

Which stakeholders are
affected?

Management Approach

Taking into account the nature
and size of Operations, the
Company has negligible risks in
relation this matter.

e Employee
e Community

Sources of air pollution regularly
undergo preventive maintenance
and low sulfur fuel is used.

What are the Opportunity/ies
identified?

Which stakeholders are
affected?

Management Approach

Taking into account the nature
and size of Operations, the
Company has negligible
opportunities in relation this
matter.

NA

NA




c. Solid waste

Disclosure Quantity Units
Total solid waste generated 8,808,274 kg
Reusable 2,760 kg
Recyclable 8,741,799 kg
Composted 0 kg
Incinerated 0 kg
Residuals/Landfilled 66,475 kg

What is the impact and where
does it occur? What is the

Which stakeholders are

Management Approach

organization’s involvement in affected?

the impact?
Taking into account the nature | ¢ Employee Waste management key
and size of Operations, the | ¢ Community performance indicators were set

Company has negligible impactin
relation this matter.

and regular inspections/audits
are conducted to monitor
compliance and performance.

Material recovery facilities were
established and baling machine
was installed to recover
recyclable materials.

Consistent implementation of
solid waste management like
proper segregation of waste and
recycling.

What are the Risk/s

Which stakeholders are

identified? affected? METEEEIES AT eE G
Taking into account the nature | ¢ Employee Assessments are conducted to
and size of Operations, the | ¢ Community identify the risks and risks are

Company has negligible risks in
relation this matter.

managed in accordance to the
IRR prescribed by the DENR.

What are the Opportunity/ies
identified?

Which stakeholders are
affected?

Management Approach

Taking into account the nature
and size of Operations, the
Company has negligible
opportunities in relation this
matter.

e Employee
e Community
e Customers

Enhance and endorse the
company's current forward-
thinking  strategy aimed at

minimizing solid waste.




d. Hazardous waste

Disclosure Quantity Units
Total weight of hazardous waste generated 12,916 kg
Total weight of hazardous waste transported 3,676 kg

What is the impact and where
does it occur? What is the

Which stakeholders are

Management Approach

organization’s involvement in affected?

the impact?
Taking into account the nature | ¢ Employee Consistent implementation of
and size of Operations, the | o« Community hazardous waste management

Company has  negligible
impact in relation this matter.

plan as prescribed by the

implementing rules and
regulations of RA 6969.
What are the Risk/s Which stakeholders are Management Aoproach
identified? affected? 9 PP
Taking into account the nature | e Employee Risks  concerning hazardous
and size of Operations, the | o« Community waste are  managed by
Company has negligible risks conduction regular inspections

in relation this matter.

and by designating a prescribed
storage area, proper labeling for
identification, and maintaining an
updated inventory of hazardous
wastes.

What are the Opportunity/ies
identified?

Which stakeholders are
affected?

Management Approach

Taking into account the nature
and size of Operations, the

e Employee
e Community

Consistent implementation of
hazardous waste management

Company has  negligible plan as prescribed by the
matter. regulations of RA 69609.
e. Effluents
Disclosure Quantity Units
Total weight of hazardous waste generated [ 0] kg
Total weight of hazardous waste transported [ 0] kg




What is the impact and where
does it occur? What is the

Which stakeholders are

Management Approach

organization’s involvement in affected?

the impact?
Taking into account the nature | ¢ Employee Wastewater is temporarily held in
and size of Operations, the | ¢ Community the cesspool and undergoes

Company has negligible impactin
relation this matter.

treatment at the wastewater
facility before being discharged.

Regular inspection and review of
waste  streams are also
conducted to identify instances
of noncompliance and/or
opportunities for improvement.

What are the Risk/s
identified?

Which stakeholders are
affected?

Management Approach

Taking into account the nature
and size of Operations, the
Company has negligible risks in
relation this matter.

e Employee
e Community

On a periodic basis, the
Company reviews compliance
with the applicable government
rules and internal campaign to
use and recycle wastes.

What are the Opportunity/ies
identified?

Which stakeholders are
affected?

Management Approach

Taking into account the nature
and size of Operations, the

Company has negligible
opportunities in relation this
matter.

e Employee
e Community

The Company continuously
adopts new ideas and considers
new technology that will help
reduce and reuse waste.

Environmental compliance

a. Non-compliance with Environmental Laws and Regulations

Disclosure

Quantity Units

Total amount of monetary fines for non-compliance with

environmental laws and/or regulations

0 | Php

No. of non-monetary sanctions for non-compliance with NA
environmental laws and/or regulations
No. of cases resolved through dispute resolution mechanism NA

What is the impact and where
does it occur? What is the

Which stakeholders are
affected?

Management Approach




organization’s involvement in
the impact?

Taking into account the nature
and size of Operations, the
Company has negligible impact in
relation this matter.

e  Community
e Employees
e Customers

The company conducts annual
reviews to ensure compliance
with relevant environmental laws
and regulations. Additionally, it
offers comprehensive seminars
and training sessions to its
Pollution Control Officers (PCOs)
to maintain their proficiency and
keep them abreast of updates in
regulations, thereby ensuring the
company's PCOs remain
knowledgeable and skilled.

What are the Risk/s
identified?

Which stakeholders are
affected?

Management Approach

Taking into account the nature
and size of Operations, the
Company has negligible risks in
relation this matter.

e  Community
e Employees
e Customers

The company conducts annual
reviews to ensure compliance
with relevant environmental laws
and regulations. Additionally, it
offers comprehensive seminars
and training sessions to its
Pollution Control Officers (PCOs)
to maintain their proficiency and
keep them abreast of updates in
regulations, thereby ensuring the
company's PCOs remain
knowledgeable and skilled.

What are the Opportunity/ies
identified?

Which stakeholders are
affected?

Management Approach

Taking into account the nature
and size of Operations, the
Company has negligible
opportunities in relation this
matter.

e  Community
e Employees
e Customers

The company conducts annual
reviews to ensure compliance
with relevant environmental laws
and regulations. Additionally, it
offers comprehensive seminars
and training sessions to its
Pollution Control Officers (PCOs)
to maintain their proficiency and
keep them abreast of updates in
regulations, thereby ensuring the
company's PCOs remain
knowledgeable and skilled.




SOCIAL

I.  Employee Management

Employee data

Disclosure Quantity Units
Total number of employees 255 | Headcount
a. Number of female employees 47 | Headcount
b. Number of male employees 208 | Headcount
Attrition rate (no. of new hires — no. of turnover)/(average of 9 | Percent
total no. of employees of previous year and total no. of
employees of current year)
Ratio of lowest paid employee against minimum wage 0

Employee benefits

List of Benefits Y/N % of female % of male employees
employees who who availed for the
availed for the year year

SSS Y 100 100%

PhilHealth Y 100 100%

Pag-lbig Y 100 100%

Parental leaves Y 4 4%

Vacation leaves Y 53 90%

Sick leaves Y 40 62%

Medical benefits (aside from Y 100 100%

PhilHealth)

Housing assistance (aside from N

Pag-Ibig)

Retirement fund (aside from SSS) N

Further education support N

Company stock options N

Telecommuting N

Flexible working hours N

What is the impact and where

does it occur? What is the Which stakeholders are M tA h
organization’s involvement in affected? anagement Approac
the impact?

Benefits increase employee | ¢ Employees Management complies with all

morale and productivity pertinent labor laws and
regulations of the Department of
Labor and Employment and all
relevant government entities.




What are the Risk/s
identified?

Which stakeholders are
affected?

Management Approach

Employee dissatisfaction and
attrition due to competition

Employees

The Company explores strategies
to enhance employee morale and
regularly conducts employee
engagement surveys to assess
the current level of employee
engagement and to determine
which initiatives have to be
prioritized or enhance.

What are the Opportunity/ies
identified?

Which stakeholders are
affected?

Management Approach

Periodic review of employee
satisfaction

Employees

Management is looking in to
periodically reviewing employee
satisfaction to address the
employees’ needs and concerns.
Currently consistent team check-
ins were in place.

Employee Training and Development

Disclosure Quantity Units
Total training hours provided to employees
a. Female employees 302 | Hours
b. Male employees 858 | Hours

Average training hours provided to employees

a. Female employees

8 | Hours/employee

b. Male employees

9 | Hours/employee

What is the impact and where
does it occur? What is the
organization’s involvement in
the impact?

Which stakeholders are
affected?

Management Approach

Trainings were conducted within
and outside the company
premises in partnership with the
Company officers, customers,
and government agencies.

Employees who receive relevant
training and skills development
seminars generally have high
morale and are efficient in

e Directors
e Officers
e Employees

The Company regularly monitors
and reviews key performance
indicators which are indicative of
the gaps within the company.

Based on the result of the review,
the Company assesses the
needed training and skills
development programs for its
employees to achieve both the




performing their tasks, reducing
operational costs.

employee and company goals.

What are the Risk/s
identified?

Which stakeholders are
affected?

Management Approach

The lack of training and skills
development programs
contributes to higher attrition
rates, as employees often seek
these opportunities from other
companies offering more
competitive experiences and
positions with higher salaries.

e Directors
e Officers
e Employees

The Company, through its Human
Resource Department, develops
and outsources skills
development programs to
enhance its competitiveness and
regularly reviews the Company’s
salary structure.

What are the Opportunity/ies

Which stakeholders are

Management Approach

identified? affected?
The Company may be able to e Directors The Company demonstrates
identify potential leaders who will e Officers support for people development
carry on its culture of excellence. e Employees programs  and consistently
reminds employees of the

importance of improving their
skill sets.

Labor-Management Relations

Disclosure Quantity Units
% of employees covered with Collective Bargaining 39 | Percent
Agreements
Number of consultations conducted with employees 2 | Sessions
concerning employee-related policies
What is the impact and where
does it occur? What is the Which stakeholders are M
. ; anagement Approach
organization’s involvement in affected?
the impact?
Harmonious labor-management | ¢ Employees The operations team conduct

relationship is a major factor in
productivity and  production
quality. It has a big impact in
promoting industrial peace and
employee motivation.

meetings to discuss work-related
issues. Resolving grievance issue
is a priority of HR.

What are the Risk/s
identified?

Which stakeholders are
affected?

Management Approach




Labor dispute may affect
productivity, industrial peace and
harmony.

e Employees

The operations team conduct
meetings to discuss work-related
issues. Resolving grievance issue
is a priority of HR.

What are the Opportunity/ies
identified?

Which stakeholders are
affected?

Management Approach

Quick dissemination of new
policies. Opportunity to discover
immediate solutions if there are
labor issues.

e Employees

Regular  meetings  between
dedicated staff  and the
employees; representative(s) can
help resolve labor related issues
immediately.

Diversity and Equal Opportunity

Disclosure Quantity Units
% of female workers in the workforce 19 | Percent
% of male workers in the workforce 81 | Percent
Number of employees from indigenous communities and/or 3 | Headcount
vulnerable sector (includes elderly, persons with disabilities,
vulnerable women, refugees, migrants, internally displaced
persons, people living with HIV and other disease, solo parents, and
the poor or the base of the pyramid [Class D and E])
What is the impact and where

does it occur? What is the Which stakeholders are M
anagement Approach

organization’s involvement in
the impact?

affected?

Gender equality policies and
campaigns are implemented and
advocated in the Company. It has
a significant impact on keeping
the employees motivated, feeling

secure, and involved, and
preventing issues such as
discrimination,  bullying, and
harassment.

e Directors
e Officers
e Employees

The Management consistently
implements related policies and
exemplifies respect at all times,
regardless of sex or gender.

Related issues are thoroughly
discussed to maintain equality in
the workplace.

What are the Risk/s

Which stakeholders are

Management Approach

identified? affected?
Ineffective and unimplemented e Directors The Company conducts pre-
policies may result to attritions, e Officers employment orientations and

discrimination,  bullying, and

e Employees

annual re-orientations related to




harassment.

Lacking policies may lead to
unintended offense and mistrust
within the organization.

gender sensitivity and other
related topics.

The Company also conducts
individual counseling.

What are the Opportunity/ies

Which stakeholders are

identified? affected? Management Approach
By working on the Company’s e Directors The Company provides equal
gender-friendly  image, the e Officers opportunities to  employees
Company can attract more e Employees regardless of gender and involves

talents that will bring new skills
and knowledge to the company.

employees in planning.

Workplace Conditions, Labor Standards, and Human Rights

a. Occupational Health and Safety

Disclosure Quantity Units
Safe Man-Hours 1,453,419 Man
hours

No. of work-related injuries

10 | Incidents

No. of work-related fatalities 0
No. of work-related ill-health 0
No. of safety drills 4
What is the impact and where Which stakeholders are Management Approach

does it occur? What is the
organization’s involvement in
the impact?

affected?

The Occupational Health and
Safety Committee is responsible
for devising and executing
workplace programs aimed at
ensuring the safety of all
stakeholders. Additionally,
employees are urged to adhere to
health and safety protocols even
outside of the workplace.

By implementing health and
safety programs, the company
will guarantee the well-being and
safety of its workforce and
surroundings.

e Employees
e Customers
e Visitors

e Suppliers

The Company through its Health
and Safety Committee
continuously and consistently
improves and implements
programs to sustain a healthy
and safety operation.




What are the Risk/s
identified?

Which stakeholders are
affected?

Management Approach

Failure to adhere to the
company's health and safety
programs and protocols by
stakeholders could lead to
incidents and security threats
that disrupt both the workforce
and operations.

e Employees
e Customers
o \Visitors

e Suppliers

The company, via its Health and
Safety Committee, consistently
improves and enacts initiatives
aimed at sustaining a healthy and
safe operational environment.
Furthermore, it furnishes
employees with Personal
Protective Equipment (PPE) and
conducts health and safety
seminars and orientations for
new hires as well as on an annual
basis.

What are the Opportunity/ies
identified?

Which stakeholders are
affected?

Management Approach

Opportunities for improvement
were noted in areas of employee
safety and security.

e Employees
e Community

The company, via its Health and
Safety Committee, persistently
enhances and  implements
programs to maintain a healthy
and safe operation.

b. Labor Laws and Human Rights

Disclosure

Quantity Units

No. of legal actions or employee grievances involving forced

or child labor

[ 0]

Do you have policies that explicitly disallow violations of labor laws and human rights (e.g.
harassment, bullying) in the workplace?

Topic Y/N If yes, cite reference in the company policy
Forced labor N
Child labor N
Human Rights N

What is the impact and where
does it occur? What is the
organization’s involvement in
the impact?

Which stakeholders are
affected?

Management Approach

N/A




What are the Risk/s
identified?

Which stakeholders are
affected?

Management Approach

N/A

What are the Opportunity/ies
identified?

Which stakeholders are
affected?

Management Approach

N/A

II.  Supply Chain Management

Do you have a supplier accreditation policy? If yes, please attach the policy or link to the policy:

L]
Do you consider the following sustainability topics when accrediting suppliers?
Topic Y/N If yes, cite reference in the supplier policy
Environmental N
performance
Forced labor N
Child labor N
Human Rights N
Bribery and corruption N

What is the impact and where
does it occur? What is the

Which stakeholders are

Management Approach

organization’s involvement in affected?

the impact?
Bribery and corruption within the e Directors Consistently conducts
supply chain can significantly o Officers comprehensive business process

impact the organization, much
like environmental issues, human
rights, and worker safety
concerns.

e Employees

reviews and audits to pinpoint
potential risks, while rigorously
assessing the adequacy and
efficacy of established controls.

What are the Risk/s

Which stakeholders are

identified? affected? Management Approach
The issues can expose the e Directors The Company should implement
Company to various risks such as e Officers a multifaceted strategy. This
regulatory noncompliance, e Employees includes conducting thorough

reputational damage, operational

disruptions  stemming from
environmental incidents, and
legal consequences.

risk assessments to identify
vulnerabilities, establishing
robust compliance management
systems, implementing proactive
environmental practices,




developing reputation
management strategies, creating
crisis response plans, ensuring
legal compliance with the help of
legal counsel, and continuously
monitoring and improving risk
management processes. Through
these measures, management
can mitigate the potential

negative impacts on the
company's performance and
long-term sustainability,
promoting resilience and

responsible business practices.

What are the Opportunity/ies

Which stakeholders are

Management Approach

identified? affected?
Proactive environmental e Directors Management proactively
practices and reputation o Officers prioritizes strategic initiatives
management enhance e Employees aimed at enhancing stakeholder

stakeholder trust, attracting new
business. Improving operational
efficiency through risk
assessments and management
boosts competitiveness and
reduces costs. Robust
compliance systems provide a
competitive edge and mitigate
regulatory risks. Crisis response
plans foster innovation and
leadership.

trust, operational efficiency,
compliance, and crisis
preparedness. This involves
implementing  environmentally
sustainable practices and
effective reputation management
strategies to attract new
business and solidify stakeholder
relationships. Additionally,

conducting thorough risk
assessments enables the
identification  of  operational
inefficiencies and the

implementation of measures to
streamline processes, reduce
costs, and enhance
competitiveness.

IV. Relationship with Community

Significant Impacts on Local Communities




Operations with Location Vulnerable Collective or Mitigating
significant groups (if individual rights measures (if
(positive or applicable) that have been negative) or

negative) identified that are | enhancement
impacts on local of particular measures (if
communities concern for the positive)
(exclude CSR community
projects; this has
to be business
operations)
N/A N/A N/A N/A N/A

For operations that are affecting IPs, indicate the total number of Free and Prior Informed
Consent (FPIC) undergoing consultations and Certification Preconditions (CPs) secured and still
operational and provide a copy or link to the certificates if available: N/A

Disclosure Quantity Units
FPIC process still undergoing N/A
CP secured N/A
What are the Risk/s Which stakeholders are Management Approach
identified? affected?
N/A
What are the Opportunity/ies Which stakeholders are Management Approach
identified? affected?
N/A
V. Customer Management
Customer Satisfaction
Disclosure Score Did a third party conduct the
customer satisfaction study (Y/N)?
Customer satisfaction N/A

What is the impact and where does it occur?
What is the organization’s involvement in the

impact?

Management Approach

N/A

What are the Risk/s identified?

Management Approach

N/A




What are the Opportunity/ies identified? Management Approach
N/A
Health and Safety
Disclosure Quantity Units
No. of substantiated complaints on product or service health 0
and safety
No. of complaints addressed N/A

What is the impact and where does it occur?
What is the organization’s involvement in the
impact?

Management Approach

The Company implements health and safety
protocols within the company premises and
promotes to employees to extend the best practices
outside the company premises.

By adhering to these protocols, the Company
provides a safe and healthy working environment for
employees and other stakeholders, isolating the
exposure to potential hazards.

Health and safety officers conduct regular site
inspections to identify hazards and discuss them
with management to develop plans to address
and/or manage the risks.

What are the Risk/s identified?

Management Approach

Among the risks identified were as follows:
1. Inconsistent implementation of plant waste

management
2. Accumulated hazardous waste of
predecessor owner

3. Some electrical hazards were noted.
4. Rate of obese employees is high

Immediately discuss the hazards and health
issues identified and implement action plans to
address and manage the risks identified.

Continuously improve the health and safety
committee by providing training and seminars to
update and acquire existing and new knowledge.

What are the Opportunity/ies identified?

Management Approach

The Company has the opportunity to improve its
health and safety programs by venturing into new
services and programs such as:

1. Health and Safety Consulting Services by the
company’s contracted doctor

2. Remote health and safety training

3. Emergency response and crisis management

The company is fully committed to endorsing
health and safety initiatives and has instructed
the Human Resource Department to implement
new programs aimed at enhancing health and
safety standards.




4. Promoting active lifestyle through sports events

Marketing and Labelling

Disclosure Quantity Units
No. of substantiated complaints on marketing and labelling 57 | Counts
No. of complaints addressed 57 | Counts

What is the impact and where does it occur?
What is the organization’s involvement in the
impact?

Management Approach

There have been no grievances regarding the
marketing and labeling of the Company's products
because the customer owns the design and the
Company only follows whatever design was provided.
However, there have been a few isolated cases of
complaints regarding the product quality. All of which
were promptly dealt with.

Consistent communication with customers is in
place to discuss issues and product
improvements. Issues are resolved and CPAR
(Corrective and Preventive Action Report) is
communicated to customers to assure them that
all issues are properly dealt and a long-term plan
is in place to manage the risk of reoccurrence.

Follow applicable customer quality assurance
policies and other customer requirements.

Simultaneously ensure compliance to internal
quality assurance policies that is at par or even
better than the customers.

What are the Risk/s identified?

Management Approach

Persistent unresolved customer complaints could
damage the Company's reputation for producing high-
quality products, potentially leading to customer loss
and a decrease in revenue-generating capability.

The Company keeps a record of all customer
complaints for future review reference to identify
recurring issues and evaluate the effectiveness of
the corrective and preventive action plans
implemented.

What are the Opportunity/ies identified?

Management Approach

The company’s identity as a well-known producer of
quality products may be used in marketing and
advertising to bolster revenue.

The company capitalizes on its reputation as a
renowned producer of quality products by
leveraging it in marketing and advertising
campaigns to boost revenue. Additionally, it
pursues opportunity to improve efficiency and
reduce rejection rates by upgrading machinery
and facilitating continuous skill development
among employees.




Customer privacy

Disclosure Quantity Units
No. of substantiated complaints on customer privacy 0
No. of complaints addressed N/A
No. of customers, users and account holders whose N/A
information is used for secondary purposes
What is the impact and where does it occur? Management Approach

What is the organization’s involvement in the
impact?

Considering no complaints were received related to
customer privacy, the impact on the company is
negligible.

The Company regularly reviews and strictly
implements policies set forth to preserve data
security.

What are the Risk/s identified?

Management Approach

Incidents of data breaches may result in a loss of
confidence by stakeholders, dissuading them from
being associated with the Company.

The Company strictly implements the policies
and best practices related to data privacy.

What are the Opportunity/ies identified?

Management Approach

Periodically review, update, and improve the data
privacy policies and practices.

Management shall periodically review, update,
and improve the Company’s data privacy policies
and practices to ensure compliance with Data
Privacy Law and regulations.

Data Security

Disclosure

Quantity Units

No. of data breaches, including leaks, thefts and losses of 0

data

incidents

What is the impact and where does it occur?
What is the organization’s involvement in the
impact?

Management Approach

The Company protects the data of all company
stakeholders by implementing IT controls and
secured archives for physical documents. Access to
files and documents is also restricted to authorized
employees and employees are trained to handle data
with utmost confidentiality.

The Company regularly reviews and strictly
implements policies set forth to preserve data
security.




The company remains trusted by stakeholders
because it has a high regard for data security.

What are the Risk/s identified?

Management Approach

Incidents of data breaches may result in a loss of
confidence by stakeholders, dissuading them from
being associated with the Company.

The Company strictly implements the policies
and best practices related to data privacy.

What are the Opportunity/ies identified?

Management Approach

Periodically review, update, and improve the data
privacy policies and practices

Management shall periodically review, update,
and improve the Company’s data privacy policies
and practices to ensure compliance with Data
Privacy Law and regulations

VI UN SUSTAINABLE DEVELOPMENT GOALS

Key products and services and its contribution to

sustainable development

Key Products and Some.tal . Potential Negative JEC Q! :
: Value/Contribution to M Approach to Negative
Services Impact of Contribution
UN SDGs Impact
Manufacturing of | Taking into account the | Taking into account the | The Company adheres
corrugated boxes, and | nature and size of | nature and size of |to good business
other paper-based | Operations, the | Operations, the | practices and strives to
packaging products. Company has negligible | Company has negligible | achieve sustainable
societal potential negative | development where

Lease of land, facility, | value/contribution  to | impact of contribution to | relevant.
machineries and | UN SDGs. UN SDGs.
equipment.




