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MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL POSITION AND FINANCIAL PERFORMANCE

This discussion summarizes the significant factors affecting the consolidated financial
performance, financial position and cash flows of San Miguel Brewery Inc. (SMB or the
Company) and its subsidiaries (collectively referred to as the Group) for the three-year period
ended December 31, 2021. The following discussion should be read in conjunction with the
attached audited consolidated statements of financial position of the Group as of December 31,
2021 and 2020, and the related consolidated statements of income, comprehensive income,
changes in equity and cash flows for each of the three years in the period ended December 31,
2021. All necessary adjustments to present fairly the Group’s consolidated financial position as of
December 31, 2021 and the financial performance and cash flows for the year ended December
31, 2021, and for all the other periods presented, have been made.

I

BASIS OF PREPARATION

Statement of Compliance

The accompanying consolidated financial statements have been prepared in compliance with
Philippine Financial Reporting Standards (PFRS). PFRS are based on International Financial
Reporting Standards issued by the International Accounting Standards Board (IASB). PFRS
consist of PFRS, Philippine Accounting Standards (PAS) and Philippine Interpretations
issued by the Financial Reporting Standards Council (FRSC).

The consolidated financial statements were approved and authorized for issue by the Board of
Directors (BOD) of the Company on March §, 2022.

Basis of Measurement
The consolidated financial statements of the Group have been prepared on a historical cost
basis of accounting except for the following items which are measured on an alternative basis
at each reporting date:

Items Measurement Bases
Derivative financial instruments Fair value
Financial assets at fair value through other Fair value

comprehensive income (FVOCI);
Net defined benefit retirement asset (liability)  Fair value of the plan assets less the
present value of the defined benefit
retirement obligation

Functional and Presentation Currency
The consolidated financial statements are presented in Philippine peso, which is the
Company’s functional currency. All amounts have been rounded off to the nearest million
(000,000), unless otherwise indicated.




I1.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods
presented in the consolidated financial statements, except for the changes in accounting
policies as explained below.

Adoption of Amended Standards
The FRSC approved the adoption of a number of amended standards as part of PFRS.

The Group has adopted the following PFRS effective January 1, 2021 and accordingly,
changed its accounting policies in the following areas:

= Coronavirus Disease 2019 (COVID-19) - Related Rent Concessions (Amendments to
PFRS 16, Leases) beyond June 30, 2021. The optional practical expedient introduced
in the 2020 amendments that simplifies how a lessee accounts for rent concessions
that are a direct consequence of COVID-19 and which solely applies to reduction in
lease payments originally due on or before June 30, 2021 has been extended to June
30, 2022. The economic challenges presented by the COVID-19 pandemic have
persisted longer than anticipated. As a result, lessors and lessees are negotiating rent
concessions that extend beyond June 30, 2021.

The adoption of the amended standards did not have a material effect on the consolidated
financial statements.

Standards Issued but Not Yet Adopted

A number of new and amended standards are effective for annual periods beginning after
January 1, 2021 and have not been applied in preparing the consolidated financial
statements. Unless otherwise stated, none of these are expected to have a significant
impact on the consolidated financial statements

= The Group will adopt the following new and amended standards on the respective
effective dates: 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 thoseitems 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. Forthe sale ofitems that
arenotpartofan entity’s ordinary activities, the amendmentsrequire anentity to disclose
separately the sales proceeds and related production cost recognized in profit or loss
and specify the line items in which such proceeds and costs are included in the
statement of comprehensive income. This disclosure is not required if such proceeds
and cost are presented separately in the statement of comprehensive income.

The amendments are effective for annual reporting periods beginning on or after
January 1, 2022. Earlier application is permitted. The amendments apply
retrospectively, but only to items of property, plant and equipment made available
for use on or after the beginning of the earliest period presented in the financial
statements in which an entity first applies the amendments.

= Onerous Contracts - Cost of Fulfilling 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
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includes all costs that relate directly to a contract - i.e. it comprise both
incremental costs and an allocation of other direct costs.

The amendments are effective for annual reporting periods beginning on or after
January 1, 2022 to contracts existing at the date when the amendments are first
applied. At the date of initial application, the cumulative effect of applying the
amendments is recognized as an opening balance adjustment to retained earnings or
other component of equity, as appropriate. The comparatives are not restated. Earlier
application is permitted.

Annual Improvements to PFRS Standards 2018-2020. This cycle of improvements
contains amendments to four standards, of which the following are applicable to the
Group:

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 orreceived by either the borrower or lender on the other’s behalf.

0 Lease Incentives (Amendment to Illustrative Examples accompanying PFRS 16).
The amendment deletes from the Illustrative 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.

The amendments are effective for annual reporting periods beginning on or after
January 1, 2022. Earlier application is permitted.

Reference to the Conceptual Framework (Amendment to PFRS 3, Business
Combinations). The amendments:

o updated PFRS 3 so that it now refers to the 2018 Conceptual Framework;

o added a requirement that, for transactions and other events within the scope of
PAS 37 or IFRIC 21, Levies, an acquirer applies PAS 37 or IFRIC 21 instead of
the Conceptual Framework to identify the liabilities it has assumed in a business
combination; and

o added an explicit statement that an acquirer does not recognize contingent assets
acquired in a business combination.

The amendments are effective for business combinations occurring in reporting periods
starting on or after January 1, 2022. Earlier application is permitted.

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 aliability is current or noncurrent,
the amendments:

o 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 atthe 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 to the counterparty, but conversion options that are classified as
equity do not affect classification of the liabilityas current or noncurrent.

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

Definition of Accounting Estimates (Amendments to PAS 8, Accounting Policies,
Changes in Accounting Estimates and Errors). The amendments clarify that
accounting estimates 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 entity
develops an accounting estimate to achieve the objective set out by an accounting
policy. Developing an accounting estimate includes selecting a measurement
technique (estimate or valuation technique) and choosing the inputs to be used when
applying the chosen measurement technique. The effects of changes in the inputs or
measurement techniques are changes in accounting estimates.

The amendments are effective for annual reporting periods beginning on or after
January 1, 2023. Earlier application is permitted. The amendments 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
entity applies the amendments.

Disclosure of Accounting Policies (Amendments to PAS 1 and PFRS Practice
Statement 2, Making Materiality Judgments). The key amendments to PAS 1 include
requiring entities to disclose material accounting policies rather than significant
accounting policies; clarifying that accounting policies related to immaterial
transactions, other events or conditions are 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 material to the financial statements. The
amendments to PFRS Practice Statement 2 provide guidance and examples on the
application of materiality to accounting policy disclosures.

The amendments are effective for annual reporting periods beginning on or after
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 require an entity to
recognize deferred tax on transactions, such as leases for the lessee and
decommissioning obligations, that give rise to equal amounts of taxable and
deductible temporary differences on initial recognition.

The amendments are effective for annual reporting periods beginning on or after
January 1, 2023. Earlier application is permitted.

Interest Rate Benchmark Reform - Phase 2 (Amendments to PFRS 9, Financial
Instruments, PAS 39, Financial Instruments: Recognition and Measurement, PFRS 7,
Financial Instruments: Disclosures, PFRS 4, Insurance Contracts and PFRS 16). To
ensure that financial statements best reflect the economic effects of interest rate
benchmark reforms, the Phase 2 amendments were issued and focus on the
accounting once a new benchmark rate is in place. The reliefs allow companies
not to recognize significant modification gains or losses on financial instruments
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and mitigate the risk of discontinuations of existing hedging relationships because
of changes required by reforms. The amendments address issues that might affect
financial reporting during the reform in the following key areas:

o Practical Expedient for Particular Changes to Contractual Cash Flows. As a
practical expedient, an entity will account for a change in the basis for
determining the contractual cash flows that is required by the reform by
updating the effective interest rate of the financial instrument. If there are other
changes to the basis for determining the contractual cash flows, then an entity
first applies the practical expedient tothe changes required by the reform and
then applies other applicable requirements of PFRS 9 to other changes. A
similar practical expedient applies to insurers applying PAS 39 and lessees for
leasemodifications required by a reform.

o Relief from Specific Hedge Accounting Requirements. The amendments enable
and require entities to continue hedge accounting in circumstances when
changes to hedged items and hedging instruments arise as a result of changes
required by the reform. An entity is required to amend the formal designationof
hedging relationships to reflect the changes required by the reform. Reliefs are
also provided for amounts accumulated in the cash flow hedge reserve, the
separately identifiable requirement, groups of itemsdesignated as hedged items
and retrospective effectiveness assessment under PAS 39.

o Disclosure Requirements. To enable users of financial statements to understand
the effect of reforms on an entity’s financial instruments and risk management
strategy, additional disclosures are required on how transition to alternative
benchmark rates are being managed, quantitative information about financial
instruments indexed to rates yet to transition due to benchmark reform at the
end of the reporting period, and the extent to which changes to the risk
management strategy have occurred due to the risks identified in the transition.

The amendments apply retrospectively, but restatement of comparative information is
not required. Reinstatement of a discontinued hedging relationship is required if the
hedging relationship was discontinued solely because of changes required by the
reform, and that discontinued hedging relationshipmeets all qualifying criteria for
hedge accounting at the date of initial application.

The amendments are still subject to the approval by the FRSC.

Deferral of the local implementation of Amendments to PFRS 10, Consolidated Financial
Statements and PAS 28, Investments in Associates and Joint Ventures: Sale or
Contribution of Assets between an Investor and its Associate or Joint Venture.

= Sale or Contribution of Assets between an Investor and its Associate or Joint Venture
(Amendments to PFRS 10 and PAS 28). The amendments address an inconsistency in
the requirements in PFRS 10 and PAS 28 in dealing with the sale or contribution of
assets between an investor and its associate or joint venture. The amendments require
that a full gain or loss is recognized when a transaction involves a business (whether
it is housed in a subsidiary or not). A partial gain or loss is recognized when a
transaction involves assets that do not constitute a business, even if these assets are
housed in a subsidiary.



Originally, the amendments apply prospectively for annual periods beginning on or
after January 1, 2016 with early adoption permitted. However, on
January 13, 2016, the FRSC decided to postpone the effective date of these
amendments until the TASB has completed its broader review of the research project
on equity accounting that may result in the simplification of accounting for such
transactions and of other aspects of accounting for associates and joint ventures.

III. SIGNIFICANT TRANSACTIONS

e On March 16, 2021, the Securities and Exchange Commission approved the amendment of the
Company’s primary purpose or Article II of its Amended Articles of Incorporation to include
alcoholic beverages and such other beverages of all kinds and classes as among the products it
is authorized to manufacture, sell or otherwise deal in.

e On April 5, 2021, the Company redeemed the Series G fixed rate bonds of £12,462 million,
which matured on the same day. The Series G fixed rate bonds form part of the 15,000
million fixed rate bonds that were issued by the Company in 2014. The Company used its
borrowings from several local banks and available cash to finance the maturity of the Series G
fixed rate bonds.

e On July 21, 2021 and December 17, 2021, Tax Credit Certificates (TCC) amounting to 162
million and P8 million, respectively, pertaining to the excise tax refund case of beer products
for the year 2019 and for the administrative claim filed with the BIR for the refund of
overpayments of excise taxes for beer products for the period of January 1-22, 2020,
respectively, were issued by the Bureau of Internal Revenue (BIR) to the Company.

IV. FINANCIAL PERFORMANCE

Comparisons of key financial performance for the last three years are summarized in the
following tables.

Years Ended December 31

(in Millions) 2021 2020 2019
Sales P 116,286 P 107,928 P 142,272
Gross Profit 44,894 42,053 62,681
Selling and Administrative Expenses 17,979) (17,586) (23,961)
Operating Income 26,915 24,467 38,720
Net Income 20,449 17,455 27,285
Net Income Attributable to Equity Holders of

the Company 20,029 17,161 26,720

2021 vs. 2020

The Group posted a 7.7% growth in revenue for 2021 compared to 2020 reaching P116,286
million due to the 2.1% increase in sales volume for beer and non-alcoholic (NAB) products and
the price increase implemented in 2020 and 2021. Domestic operations contributed 105,114
million while international operations contributed US$226.6 million or 11,189 million.

Cost of sales increased by 8.4% to 71,392 million with the higher sales volume of both domestic
and international operations and the increase in excise tax rate in the Philippines effective January
2021. Domestic operations accounted for P65,234 million while international operations
accounted for US$125.1 million or 6,175 million.



Accordingly, income from operations rose by 10.0% to £26,915 million. Domestic operations
contributed P25,224 million while international operations contributed US$34.6 million or 1,713
million.

Interest income decreased from P539 million to P251 million or 53.4% mainly due to lower
interest rates on money market placements of both domestic and international operations.

Likewise, interest expense and other financing charges also decreased by 15.3% with the lower
interest rates of outstanding loans.

Other income-net was lower by 53.2% or P870 million as a substantial amount of SML TCC for
tax refund claims ruled in favor of the Company was received by the Company in 2020.

Income tax expense decreased by 19.5% or 1,384 million as a result of the implementation of the
Republic Act No. 11534, also known as Corporate Recovery and Tax Incentives for Enterprises
(“CREATE”) Act this year which reduced income tax rates from 30% to 25%.

Consolidated net income grew by 17.2% from P17,455 million to 20,449 million. Domestic
operations contributed P18,650 million while international operations contributed US$37.0
million or 1,822 million.

Net income attributable to equity holders of the Company was higher by 16.7% or 2,868 million
while net income attributable to non-controlling interest also increased by 42.9% or 126 million
mainly due to improved revenues and lower income tax rate with the implementation of CREATE
Act this year.

The operating and financial highlights of each segment are as follows:
Domestic Beer Operations

Domestic sales revenue reached 105,114 million, a 7.4% improvement from 2020 primarily due
to the price increases of 2020 and 2021. Despite soft consumer incomes from slower-than-
expected and uneven pace of economic recovery, heightened restrictions and alcoholic beverage
ban reimpositions due to COVID-19 resurgence with the Delta variant as well as weather
disturbances, beer volume moderately increased from last year. NAB posted significant
improvement attributed to increased availability and penetration in viable areas.

Cost of sales increased by P4,946 million with the higher sales volume and the increase in excise
tax rate imposed on beer products effective January 1, 2021.

Income from operations increased to 25,224 million with the implementation of consumption-
generating programs and cost management efforts to drive recovery supported by economic
expansion.

As aresult, net income for the year 2021 of £18,650 million was 13.5% higher than last year.
International Beer Operations

San Miguel Brewing International Limited (SMBIL) registered US$ 226.6 million in consolidated
revenue for the year 2021, 10.8% higher than last year as a result of the 8.3% increase in volumes.

In 2020, SMBIL made a strategic decision to rationalize and consolidate its China operations to
improve profitability and efficiency. The operations of the loss-generating unit, San Miguel
Baoding Brewery Co. Ltd. (SMBB) in North China, ceased and SMBB is currently undergoing
the liquidation process. Upon expiry of the business license of Guangzhou San Miguel Brewery
Co. Ltd. (GSMB), one of SMBIL’s two subsidiaries in Guangdong Province, GSMB’s
shareholders did not renew the joint venture contract for GSMB and consolidated its sales,
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marketing and brewing functions into San Miguel Guangdong Brewery Co. Ltd. (SMGB) to
improve the cost structure and efficiency of operations in South China.

SMBIL’s local and global San Miguel brands’ volumes increased by 7.9% and 10.5%,
respectively. Indonesia operations bounced back as it posted a significant improvement in sales
volumes driven by programs focused on wholesalers and distributors, as well as the market
recovery in the latter part of the year. SMBIL’s Exports business sustained its volume growth
momentum from last year despite the pandemic restrictions and issues affecting global shipping
operations. SMBIL also benefitted from the additional volumes generated by its newly launched
wheat ale, San Miguel Cerveza Blanca as well as the growth driven by its programs in the modern
trade off-premise channel in several markets. Meanwhile, operations in South China, Hongkong,
Vietnam and Thailand recorded declines due to the continued impact of the varying levels of
COVID-19 restrictions which negatively affected the sales of beer, especially in the on-premise
outlets in these markets.

SMBIL’s consolidated operating income for the year 2021 was 40.5% higher than last year at
USS$ 34.6 million, mainly due to improved volumes and managed spending.

2020 vs. 2019

Consolidated revenue reached 107,928 million as of year-end 2020, 24.1% lower than 2019 due
to the impact of the COVID-19 global pandemic. Domestic operations contributed 97,828
million while international operations contributed US$204.6 million or £10,118 million.

Cost of sales decreased by 17.2% to P65,875 million as of December 2020 with the lower sales
volume of both domestic and international operations, despite the increase in domestic excise
taxes per liter in February 2020. Domestic operations accounted for P60,288 million and
US$113.3 million or 5,605 million for international operations.

Selling and administrative expenses amounted to 17,586 million, 26.6% lower than 2019 largely
due to the decline in freight, trucking and handling costs and advertising and promotions

expenses. Domestic operations accounted for P14,281 million while international operations
accounted for US$66.7 million or 3,306 million.

Consequently, income from operations dropped to P24,467 million, 36.8% lower than 2019.
Domestic operations contributed P23,259 million while international operations contributed
US$24.7 million or 1,207 million.

Interest income of P539 million was 47.2% lower than 2019 due to lower interest rates and lower
money market placements of both domestic and international operations.

On the other hand, interest expense and other financing charges increased to £2,098 million, 23%
higher versus 2019 due to the availment of a 10,000 million term loan in December 2019. No
impairment loss on assets was recognized in 2020 compared to 2019.

Income tax expense of 7,088 million decreased by 38.3% versus 2019 with the lower net income
of domestic operations.

As a result of the foregoing, consolidated net income declined by 36% from P27,285 million in
2019 to P17,455 million in 2020. Domestic operations contributed P16,433 million while
international operations contributed US$20.7 million or 1,020 million.

Primarily due to the decrease in sales revenue as well as the decrease in income from operations,
net income attributable to equity holders of the Company was lower by 35.8% or 9,559 million
from P26,720 million in 2019 to 17,161 million in 2020. Likewise, net income attributable to
non-controlling interest decreased to P294 million from P565 million posted in 2019.



The operating and financial highlights of each segment are as follows:

Domestic Beer Operations

The Company sustained its recovery in the fourth quarter of 2020 posting a growth in sales
volume of 19.5% in the fourth quarter of 2020 compared with the sales volume in the third quarter
of 2020 with the easing of restrictions and gradual re-opening of the economy, coupled with the
Company-initiated consumption-generating programs and direct-to-consumer initiatives
programs.

However, despite these factors, uncertainties caused by the pandemic brought changes in
consumer priorities which centered mostly on food and other basic items. Thus, the Company’s
volumes still ended lower than 2019 by 34.2%. Cost of sales also decreased by 15.9% despite the
excise tax increase implemented in the first quarter of 2020. This translated to a 13,627 million
or 36.9% decline in income from operations and 38.6% or 10,320 million decline in net income.

International Beer Operations

SMBIL registered US$ 204.6 million in consolidated revenue, as of December 31, 2020, 23.0%
lower than 2019 as a result of the 21.6% shortfall in volumes. Excluding the North China
operations, which has ceased operations in 2020 following a strategic decision made by SMBIL
prior to the onset of COVID-19, total volume was 11% behind 2019. SMBB, the Group’s North
China unit, is currently undergoing liquidation process.

Last November 2020, the selling and distribution of San Miguel beer products in South China
were transitioned from GSMB into SMGB, which is the source brewery for San Miguel beer
products sold in the region, following the expiry of the business term of GSMB in accordance
with its Articles of Association and joint venture contract between San Miguel (Guangdong) Ltd.
(SMGL) and Guangzhou Brewery (GB). SMGL and GB decided not to renew the GSMB joint
venture contract. GSMB is also currently undergoing liquidation.

The impact of COVID-19 pandemic in all of the operating business units of SMBIL resulted in
lower volumes of the local and global San Miguel brands by 24% and 3%, respectively. The
decline was more severe in the first half of year 2020 with varying degrees of lockdowns and
restrictions imposed, including the restriction on tourist arrivals in major destinations in various
markets where the San Miguel brand is particularly strong in effect for most months in the year,
resulting in volumes 17% lower than 2019. Some recovery, however, has been noted in the
second semester of 2020 with volume decline narrowing down to 7% versus. 2019.

The Indonesia and Thailand business units were the ones severely hit by the lockdowns and
restrictions imposed to contain the pandemic due to their high on-premise exposure. In South
China, on- and off-premise outlets were slowly recovering since the resumption of business
operations. In Hong Kong, the impact of the pandemic in on-premise channels were minimized
by growing the volumes in modern trade off-premise and wholesaler channels. Similarly, the
Vietnam operations was able to offset the negative impact of lower sales of the San Miguel brand
in the on-trade segment with growth in the supermarkets and convenience stores, as well as with
higher W1n Bia volumes in the economy segment. SMBIL’s Exports business grew by 6%
against 2019, benefitting from the growth in the off-premise channels in Korea, as well as in the
United Arab Emirates. The recovery of volumes in the Middle East, opening of new markets, and
some volume growth in Malaysia, Canada and the Pacific Islands, offset the impact on volume of
the different levels of lockdowns and restrictions in Singapore, USA and many other SMBIL
export countries.

SMBIL’s 2020 consolidated operating income reached US$ 24.7 million, 29.8% behind 2019 due
to the decline in volumes, partly tempered by lower fixed costs, particularly sales and marketing
expenses.



V. FINANCIAL POSITION
2021 vs. 2020

Cash and cash equivalents increased by P2,678 million owing to higher cash generated from
operations net of payment of dividends and long-term debt as well as purchase of containers and
acquisition of property, plant and equipment.

Trade and other receivables increased by 40.9% from P5,662 million in 2020 to 7,977 million in
2021 mainly due to higher credit availment by domestic dealers compared to December 2020.

Inventories was up by 7.9% or P233 million with higher levels of finished goods and goods in
process for domestic operations.

Prepaid expenses and other current assets declined by P687 million or 31.8% in 2021 primarily
due to the utilization of SML TCCs.

The increase in investments was mainly due to the cumulative translation adjustment on SMBIL’s
investment in San Miguel Corporation’s (SMC) redeemable perpetual securities.

The 24.8% increase in investment property was due to the reduction of area leased by SMB from
Brewery Properties Inc.

Deferred tax assets was lower by 32.7% or P300 million on account of the 2020 adjustments
posted in 2021 pertaining to the impact of the CREATE Act and lower actuarial loss on retirement
obligation for domestic operations.

Accounts payable and accrued expenses increased by 6.7% or 1,075 million as a result of higher
purchases of goods and services.

Income and other taxes payable was down by 7.8% or P316 million with the decrease in income
tax rate from 30% to 25%.

Current maturities of long-term debt declined by P5,441 million as a result of the redemption of
the Series G fixed rate bonds in April 2021 net of the reclassification of the Series F fixed rate
bonds that will mature on April 2022 from noncurrent to current.

Conversely, long-term debt increased by 25.3% or P4,918 million on account of the term loans
drawn last March 30, 2021 net of the reclassification of the Series F fixed rate bonds to current
liability.

Other noncurrent liabilities was lower by 5.6% or P12 million mainly due to international
operations’ actuarial gains and contributions to retirement plan offset by pension cost.

Equity reserves which is comprised of cumulative translation adjustment, fair value reserve and
reserve for retirement plan was higher by 1,068 million due to the depreciation of the Philippine
Peso versus the United States (US) Dollar and the lower actuarial loss on retirement obligation for
domestic operations.

The 17.1% increase in Retained Earnings — Unappropriated pertained to the net income for 2021
and reversal of appropriations net of dividend declarations.

Noncontrolling interests rose by 11.4% with the share in 2021 profits of PT Delta Djakarta Tbk
(PTD) and San Miguel Beer (Thailand) Limited.
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2020 vs. 2019

Cash and cash equivalents decreased by P6,266 million or 20.6% with the lower cash generated
from operations and the investment of SMBIL in SMC’s redeemable perpetual securities as well
as the payment of dividends and income taxes in 2020.

Trade and other receivables also declined by 12.6% from P6,479 million in 2019 to P5,662
million in 2020 with the lower credit sales volume for 2020 as alcoholic beverage bans and
lockdowns were implemented to stop the spread of COVID-19.

Prepaid expenses and other current assets decreased by P1,885 million from P4,046 million in
2019 to P2,161 million in 2020 mainly due to the utilization of certain TCCs, lower purchases of
vatable goods and services in 2020 and lower deposit for excise tax with the lower sales volume.

The increase in investments pertains to the investment of SMBIL in SMC’s redeemable perpetual
securities.

Property, plant and equipment increased to 30,189 million in 2020 from £26,719 million in 2019
with the completion of Tagoloan Brewery and the ongoing capacity expansion projects of the
Company in Sta. Rosa and Bacolod.

Deferred tax assets decreased by 7.2% in 2020 primarily due to the lower actuarial loss on
retirement obligation.

Accounts payable and accrued expenses was down from P17,732 million in 2019 to 16,023
million in 2020 resulting from lower purchases of goods and services, payment of trade payables
as well as lower container deposit with the lower sales volume.

Lease liabilities - current decreased by P39 million or 17% due to the payment of rent expense net
of the reclassification from noncurrent portion to current liabilities.

Income and other taxes payable decreased by 11.3% or P515 million due to the lower taxable
income for the fourth quarter of 2020 compared with the taxable income for the fourth quarter of
2019.

Current maturities of long-term debt pertains to the Series G fixed rate bonds which matured in
April 2021. Correspondingly, long-term debt decreased with the reclassification of the said Series
G fixed rate bonds to current status net of the amortization of debt issue costs.

Lease liabilities — noncurrent increased by P65 million mainly due to the inception of the new
lease contract in Sta. Rosa, Laguna for the new brewhouse.

Non-current liabilities diminished by P211 million due to the change in the net defined benefit of
the domestic operations from a liability position to an asset position.

Equity reserves which is comprised of cumulative translation adjustment, fair value reserve and
reserve for retirement plan decreased by P699 million in 2020 due to the appreciation of the
Philippine Peso versus the US Dollar.

Retained earnings — Appropriated increased by P11,218 million mainly due to the additional
appropriation for the redemption of the Series F fixed rate bonds and the 2019 term loan.
Conversely, Retained Earnings — Unappropriated decreased due to the said appropriation net of
the income for 2020.

Noncontrolling interests went down from £3,667 million to 3,340 million or 8.9% due to the
dividend pay-out of PTD partially offset by the non-controlling interests’ share in 2020 profits.
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Increase in Equity 2021 vs 2020

The increase in equity is due to:

December 31
(in Millions) 2021 2020
Income during the year $20,449 P17,455
Cash dividends declared (15,670) (15,801)
Effect of translation adjustments and others 1,337 (881)
P6,116 P773
VI. SOURCES AND USES OF CASH
A brief summary of cash flow movements is shown below:
December 31
(in Millions) 2021 2020
Net cash flows provided by operating activities P24,443 P23,596
Net cash flows used in investing activities (5,683) (13,139)
Net cash flows used in financing activities (16,540) (16,112)

Net cash flows from operating activities of P24,443 million basically consists of income for the
year and changes in noncash current assets and certain current liabilities.

Net cash flows used in investing activities included the following:

December 31
(in Millions) 2021 2020
Interest received P 251 P 555
Proceeds from sale of property and equipment 208 7
Dividend received 123 -
Additions to:
Other noncurrent assets 3,576) (3,532)
Property and equipment (2,684) (5,243)
Intangible assets o) (®)
Investments - (4,850)
Investment properties - (68)
Net cash flows used in financing activities included the following:
December 31
(in Millions) 2021 2020
Proceeds from long-term debt - net of debt issue costs P11,910 P-
Payments of:
Cash dividends (15,358) (15,358)
Long-term debt (12,478) -
Lease liabilities (308) (315)
Dividends to noncontrolling shareholders (306) (439)
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The effect of exchange rate changes on cash and cash equivalents amounted to P458 million and
(P611) million for the years ended December 31, 2021 and 2020, respectively.

VII. KEY PERFORMANCE INDICATORS

The following are the major performance measures that the Group uses. Analyses are employed
by comparisons and measurements based on the financial data of the current period against the
same period of previous year. Please refer to Item I “Financial Performance” for the discussion of
certain Key Performance Indicators.

December December
2021 2020
Liquidity:
Current Ratio 141 1.07
Solvency:
Debt-to-Equity Ratio 0.59 0.63
Interest-bearing Debt-to-Equity Ratio 0.35 0.38
Asset-to-Equity Ratio 1.59 1.63
Profitability:
Return on Average Equity
Attributable to Equity Holders of
the Company 23.69% 21.16%
Interest Coverage Ratio 18.32 14.13
Periods Ended December 31
2021 2020
Operating Efficiency:
Volume Growth (Decline)* 1.24% (33.00%)
Revenue Growth (Decline) 7.74% (24.14%)
Operating Margin 23.15% 22.67%

*Represents beer and malt-based beverage volumes only.

The manner by which the Group calculates the key performance indicators is as follows:

KPI Formula

Current Assets
Current Liabilities

Current Ratio

Total Liabilities (Current + Noncurrent)
Equity + Non-controlling Interests

Debt-to-Equity Ratio

Interest-bearing Debt-to- Total Interest-Bearing Debt
Equity Ratio Equity + Non-controlling Interests

Total Assets (Current + Noncurrent)
Equity + Non-controlling Interests

Asset-to-Equity Ratio

Return on Average Net Income Attributable to Equity Holders of the Company
Equity Average Equity Attributable to Equity Holders of the Company

Earnings Before Interests, Taxes, Depreciation and
Interest Coverage Ratio Amortization (EBITDA)
Interest Expense and Other Financing Charges
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Volume Growth [ Current Period Sales Volume ] 1

Revenue Growth

Operating Margin

VIIIL.

(Decline)

Prior Period Sales Volume

[ Current Period Net Sales] :
Prior Period Net Sales

Income from Operating Activities
Net Sales

OTHER MATTERS

Commitments

The outstanding purchase commitments of the Group as of December 31, 2021
amounted to 10,373 million.

Amount authorized but not yet disbursed for capital projects as of December 31, 2021
is approximately P14,495 million.

Foreign Exchange Rates

The foreign exchange rates used in translating the US dollar accounts of foreign
subsidiaries to Philippine peso in 2021 and 2020 were closing rates of P51.00 and
P48.02, respectively, for consolidated statements of financial position accounts, and
average rates of P49.28, P49.62 and P51.79 in 2021, 2020 and 2019, respectively, for
income and expense accounts.

Claims for Tax Refund

Filed by SMC

On April 12, 2004 and May 26, 2004, SMC was assessed by the BIR for deficiency
excise tax on “San Mig Light”, one of its beer products. SMC contested the
assessments before the Court of Tax Appeals (CTA) First Division under two cases:
CTA Case Nos. 7052 and 7053. To these cases was consolidated SMC’s claim for
refund of taxes paid in excess of what it believes to be the excise tax rate applicable
to it for its “San Mig Light” product for the period of February 2, 2004 to November
30, 2005 (docketed as CTA Case No. 7405). The CTA, through its First Division, and
the CTA En Banc (on appeal), both ruled in favor of SMC. On April 1, 2013, the
BIR elevated the consolidated cases to the Supreme Court (docketed as G.R. No.
205723).

SMC filed with the CTA by way of petition for review (Third Division and docketed
as CTA Case No. 7708), a second claim for refund for overpayments of excise taxes
for the period of December 1, 2005 to July 31, 2007 on November 27, 2007, as SMC
was obliged to continue paying excise taxes in excess of what it believes to be the
applicable excise tax rate. The CTA Third Division granted SMC’s petition for
review and ordered the BIR to refund or issue a TCC in favor of SMC. The BIR
elevated the decision of the Third Division to the CTA En Banc but its appeal was
denied. Subsequently, the BIR filed a petition for review with the Supreme Court
(docketed as G.R. No. 205045).

On January 25, 2017, the Supreme Court decided in the consolidated cases of GR
Nos. 205045 and 205723 to uphold the decision of the CTA requiring the BIR to
refund excess taxes erroneously collected in the amount of P926 million for the
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period December 1, 2005 to July 31, 2007, and P782 million for the period February
2, 2004 to November 30, 2005. The Office of the Solicitor General filed motions for
reconsideration, which were denied by the Supreme Court with finality on
April 19, 2017. On November 12, 2018, after the cases under G.R. Nos. 205045 and
205723 were remanded by the Supreme Court to the CTA, SMC filed a motion for
execution in CTA Case Nos. 7052, 7053 and 7405 on the final judgment of the CTA
of P782 million representing refund of excess taxes erroneously collected by the BIR
for the period of February 2, 2004 to November 30, 2005; and another separate
motion for execution in CTA Case No. 7708 on the final judgment of 926 million
for the period of December 1, 2005 to July 31, 2007. On
April 4, 2019, the Writ of Execution in CTA Case No. 7708 was issued by the Court
and subsequently served on the BIR Commissioner, and on April 11, 2019, the Writ
of Execution in CTA Case No. 7405 (consolidated with CTA Cases Nos. 7052 and
7053) was also issued and served on the Commissioner.

The BIR issued ITS TCC Trans No. 121-20-00012 and 121-20-00013 amounting to
P782 million for CTA Case No. 7405 and 926 million for CTA Case No. 7708,
respectively in favor of SMC on September 8, 2020.

SMC filed its third claim for refund with the CTA (Third Division docketed as CTA
Case No. 7953) on July 24, 2009 for overpayments of excise taxes for the period of
August 1, 2007 to September 30, 2007. This case was consolidated with CTA Case
No. 7973 below.

The BIR issued ITS TCC Trans No. 121-20-00010 amounting to P105 million in
favor of SMC on August 10, 2020.

Filed by SMB

In the meantime, effective October 1, 2007, SMC spun off its domestic beer business
into SMB. SMB continued to pay the excise taxes on “San Mig Light” at the higher
rate required by the BIR and in excess of what it believes to be the excise tax rate
applicable to it.

SMB filed 13 claims for refund for overpayments of excise taxes with the BIR which
were then elevated to the CTA by way of petition for review on the following dates:

first claim for refund of overpayments for the period from October 1, 2007 to
December 31, 2008 - Second Division docketed as CTA Case No. 7973
(September 28, 2009);

second claim for refund of overpayments for the period of January 1, 2009 to
December 31, 2009 - First Division docketed as CTA Case No. 8209 (December
28,2010);

third claim for refund of overpayments for the period of January 1, 2010 to
December 31, 2010 - Third Division docketed as CTA Case No. 8400 (December
23,2011);

fourth claim for refund of overpayments for the period of January 1, 2011 to
December 31, 2011 - Second Division docketed as CTA Case No. 8591
(December 21, 2012);

fifth claim for refund of overpayments for the period of January 1, 2012 to

December 31, 2012 - Second Division docketed as CTA Case No. 8748
(December 19, 2013);
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sixth claim for refund of overpayments for the period of January 1, 2013 to
December 31, 2013 - Third Division docketed as CTA Case No. 8955 (December
19, 2014);

seventh claim for refund of overpayments for the period of January 1, 2014 to
December 31, 2014 - Third Division docketed as CTA Case No. 9223 (December
22,2015);

eighth claim for refund of overpayments for the period of January 1, 2015 to
December 31, 2015 - Second Division docketed as CTA Case No. 9513
(December 28, 2016);

ninth claim for refund of overpayments for the period of January 1, 2016 to
December 31, 2016 - First Division docketed as CTA Case No. 9743 (December
29,2017);

tenth claim for refund of overpayments for the period of January 1, 2017 to
December 31, 2017 - Third Division docketed as CTA Case No. 10000
(December 27, 2018);

eleventh claim for refund of overpayments for the period of January 1, 2018 to
December 31, 2018 - First Division docketed as CTA Case No. 10223 (December
11,2019);

twelfth claim for refund of overpayments for the period of January 1, 2019 to
December 31, 2019 - Third Division docketed as CTA Case No. 10421
(December 16, 2020); and

thirteenth claim for refund of overpayments for the period of January 23, 2020 to
February 9, 2020 - docketed as CTA Case No. 10745 (via electronic mail on 21
January 21, 2022, registered mail on January 24, 2022, and personal filing on
February 2, 2022)

CTA Case No. 7973 was consolidated with CTA Case No. 7953 (filed by SMC). For
CTA Case No. 7973, the CTA Third Division decided in favor of SMC and SMB and
ordered the BIR to refund SMB the amount of P829 million and the amount of 105
million to SMC. The BIR appealed to the CTA En Banc which affirmed the decision
of the Third Division. The BIR then elevated the case to the Supreme Court but its
petition was denied by the Supreme Court through its September 11, 2017 and
December 11, 2017 Resolutions (docketed as GR No. 232404). With the decision in
favor of SMC and SMB, both companies, through counsel, on January 23, 2019,
moved for the execution of the decision as the records of the case were returned to the
CTA. The Writ of Execution was issued on March 18, 2019 by the CTA Special
Second Division in the amount of P829 million. SMB filed an application for the
issuance of a TCC with the BIR.

The ITS TCC Trans No. 121-20-00009 was issued by the BIR in favor of SMB on
August 10, 2020 in the amount of 829 million. P809 million out of 829 million was
partially applied to SMB’s 2020 tax obligations. The remaining P20 million was
applied in 2021.

CTA Case No. 8209 was decided in favor of SMB by the CTA First Division,
ordering the BIR to refund the amount of P731 million. The case was not elevated
within the prescribed period, thus, the decision became final and executory. The BIR
filed a Petition for Relief from Judgment which was denied by the CTA. Separately,
the First Division granted SMB’s Motion for Execution for the refund of P731
million, while the BIR filed a Petition for Certiorari before the Supreme Court
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(docketed as GR No. 221790). The Petition for Certiorari was dismissed by the
Supreme Court with finality but the BIR still filed an Urgent Motion for Clarification.
Subsequently, SMB received a clarificatory Resolution dated February 20, 2017
wherein the Supreme Court reiterated its grounds for the denial of the BIR’s Petition
for Certiorari and expunged from the records all pleadings of the BIR filed after its
denial of BIR’s Petition for Certiorari had become final and executory. SMB filed an
application for the issuance of a TCC in the amount of P731 million. On November
6, 2019, the BIR issued ITS TCC Trans No. 121-19-00010 in favor of SMB which
was fully utilized against SMB’s tax obligations in 2020.

CTA Case No. 8400 was decided in favor of SMB by both the CTA Third Division
and the CTA En Banc. The BIR was ordered to refund to SMB the amount of 699
million. The BIR elevated the case to the Supreme Court but the Supreme Court
denied the BIR’s petition through its March 20, 2017 Resolution. The BIR moved for
reconsideration but the same was similarly denied by the Supreme Court through its
July 24, 2017 Resolution. With the decision in favor of SMB, SMB moved for the
execution of the decision on January 23, 2019 as the records of the case were already
returned to the CTA. On May 30, 2019, CTA Special Third Division issued a Writ of
Execution in the amount of 699 million in favor of SMB. SMB filed an application
for TCC issuance. The BIR issued ITS TCC Trans No. 121-19-00009 in favor of
SMB on November 13, 2019 which was fully utilized against SMB’s tax obligations
in 2020.

CTA Case No. 8591 was decided in favor of SMB by the CTA Second Division and
CTA En Banc. The BIR was ordered to refund to SMB the amount of P740 million.
The BIR elevated the case to the Supreme Court by way of petition for review
(docketed as GR No. 232776), where it was denied on February 21, 2018. The BIR
filed a Motion for Reconsideration, which was denied with finality on July 23, 2018.
SMB filed a motion for the execution of the decision with the CTA Second Division.
The CTA Second Division issued a Writ of Execution in the amount of P740 million
on November 13, 2019. SMB filed an application for TCC with the BIR in January
2020 which was issued on August 10, 2020. The said ITS TCC Trans No. 121-20-
00008 with an amount of P740 million has been fully utilized against SMB’s tax
obligations in 2020.

CTA Case No. 8748 was decided in favor of SMB by the CTA Second Division,
ordering the BIR to refund to SMB the amount of 761 million. The BIR appealed
the decision to the CTA En Banc by way of a Petition for Review, which was denied
on October 11, 2018. A Motion for Reconsideration was filed by the BIR on
November 5, 2018 (docketed as CTA EB Case No. 1730) to which SMB filed an
opposition. The CTA En Banc denied BIR’s Motion for Reconsideration. Thus, the
BIR filed a Petition for Review with the Supreme Court in June 2019. The Supreme
Court issued a Resolution dated January 27, 2021 denying the BIR’s Petition for
Review for failure to show any reversible error warranting the exercise by the
Supreme Court of its discretionary appellate jurisdiction. SMB is awaiting the
issuance of the corresponding Entry of Judgment.

CTA Case No. 8955, SMB’s claim for refund for P83 million, was decided against
SMB by the CTA Third Division for having purportedly availed of the wrong mode
of appeal as SMB should have filed the petition with the Regional Trial Court rather
than through a collateral attack on issuances of the BIR via a judicial claim for
refund. SMB, through counsel, filed a Motion for Reconsideration, arguing that the
case involves a claim for refund and is at the same time a direct attack on the BIR
issuances which imposed excise tax rates which are contradictory to, and violative of,
the rates imposed in the Tax Code. With the denial of SMB’s Motion for
Reconsideration on January 5, 2018, SMB elevated the case to the CTA En Banc by
way of a Petition for Review. On September 19, 2018, the CTA En Banc reversed

17



and set aside the decision of the CTA Third Division and remanded the case to the
CTA Third Division for the resolution of the same on the merits (docketed as CTA
EB Case No. 1772). A Motion for Reconsideration was filed by the BIR which was
subsequently denied by the CTA En Banc in a resolution dated January 24, 2019.
The BIR sought an extension within which to file a Petition for Review with the
Supreme Court which was docketed as G.R. No. 244738. After the BIR filed a
Manifestation stating that it will no longer file a Petition for Review on Certiorari, the
Supreme Court issued a Resolution dated January 8, 2020 considering the case closed
and terminated. The records have been remanded and the case is now pending with
the CTA Third Division.

CTA Case No. 9223, SMB’s claim for refund for P60 million, was partially decided
in favor of SMB by the CTA Third Division. From the CTA Third Division, SMB
and the BIR filed separate Petitions for Review with the CTA En Banc. On February
21, 2022, the CTA En Banc rendered a Decision denying the separate Petitions for
Review. On March 1, 2022, SMB sought an extension within which to file a Petition
for Review with the Supreme Court which was docketed as G.R. No. 258812.

CTA Case No. 9513, SMB’s claim for refund for P48 million, was partially decided
in favor of SMB by the CTA Second Division. From the CTA Second Division, SMB
and the BIR filed separate Petitions for Review with the CTA En Banc. On February
4, 2021, the CTA En Banc affirmed the decision of the CTA Second Division. Both
parties filed motions for partial reconsideration of the CTA En Banc’s Decision. In its
October 22, 2021 Resolution, the CTA En Banc denied the parties’ motions for
reconsideration. On December 16, 2021, SMB filed a Petition for Review on
Certiorari with the Supreme Court docketed as G.R. No. 257784.

CTA Case No. 9743, SMB’s claim for refund for P30 million, was partially decided
in favor of SMB by the CTA First Division. The Motion for Partial New Trial of
SMB and Motion for Reconsideration filed by SMB and the BIR were denied. Both
parties filed their respective Petitions for Review with the CTA En Banc. On
February 10, 2022, the CTA En Banc rendered a Decision denying the Petitions for
Review. On March 1, 2022, SMB sought an extension within which to file a Petition
for Review with the Supreme Court which was docketed as G.R. No. 258813.

CTA Case No. 10000, SMB’s claim for refund for P123 million, was filed on
December 27, 2018 and is pending with the CTA Third Division. On September 22,
2021, the CTA Third Division partially granted SMB’s Petition for Review and
ordered the refund of 123 million. The BIR filed for a motion for reconsideration.

CTA Case No. 10223, SMB’s claim for refund for P147 million, was filed on
December 11, 2019 and is pending with the CTA First Division.

CTA Case No. 10421, SMB’s claim for refund for P162 million, was filed on
December 16, 2020. SMB filed a Motion to Withdraw the Petition for Review as the
BIR issued a TCC in the amount of P162 million. In its November 29, 2021
Resolution, the CTA granted SMB’s Motion to Withdraw the Petition and deemed the
Petition as withdrawn and the case closed and terminated. P80 million was applied to
SMB’s tax obligations in 2021.

CTA Case No. 10745, SMB’s claim for refund for £1,069 million, was personally
filed on February 2, 2022. The case is yet to be raffled to a Division of the CTA. The
case is a consolidation of two claims, to wit:

i. P8 million under RA No. 10351 — the overpayment arose from the BIR’s
imposition of excise tax of P27.07 per liter on SMB’s beer products for the period
January 23, 2020 to February 9, 2020 based on RMC No. 90-2012 and RR No.
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17-2012. Said BIR issuances are inconsistent with RA No. 10351 which imposes
an excise tax of P26.44 per liter under Section 143 of the NIRC, as amended by
RA No. 10351 beginning January 1, 2020.

ii. P1,061 under RA No. 11467 — the overpayment arose from the BIR’s imposition
of excise tax of P35.00 per liter on SMB’s beer products, as provided under
Section 143 of the NIRC, as amended by RA No. 11467, for the period January
23, 2020 to February 9, 2020. The said imposition was based on RMC No. 65-
2020, as amended by RMC No. 113-2020, implementing RA No. 11467 at an
earlier date (i.e., January 23, 2020) which is inconsistent with the actual
effectivity date of RA No. 11467 (i.e., February 10, 2020).

Administrative Case

An administrative claim for refund of overpayments of excise taxes for the period of
January 1, 2020 to January 22, 2020 in the amount of P8 million was filed with the
BIR on October 7, 2021. The BIR issued a TCC on December 17, 2021 in favor of
SMB in the amount of P8 million. As at December 31, 2021, the TCC was not yet
applied to any of SMB’s tax obligations.

d. Pending Tax Cases

1.

Iconic Beverages Inc. (IBI)

1. The BIR issued a Final Assessment Notice dated March 30, 2012
(2009 Assessment), imposing on IBI deficiency tax liabilities, including
interest and penalties, for the tax year 2009. IBI treated the royalty income
earned from the licensing of its intellectual properties to SMB as passive
income, and therefore subject to 20% final tax. However, the BIR is of the
position that said royalty income is regular business income subject to the
30% regular corporate income tax.

On May 16, 2012, IBI filed a protest against the 2009 Assessment. In its
Final Decision on Disputed Assessment issued on January 7, 2013, the BIR
denied IBI’s protest and reiterated its demand to pay the deficiency income
tax, including interests and penalties. On February 6, 2013, IBI filed a
Petition for Review before the CTA contesting the 2009 Assessment. The
case was docketed as CTA Case No. 8607 with the CTA First Division. On
August 14, 2015, the CTA First Division partially granted the Petition for
Review of IBI, by cancelling the compromise penalty assessed by the BIR.
However, IBI was still found liable to pay the deficiency income tax,
interests and penalties as assessed by the BIR. The Motion for
Reconsideration was denied by the CTA First Division on January 6, 2016.
On January 22, 2016, IBI filed its Petition for Review before the CTA En
Banc and the case was docketed as CTA EB Case No. 1417. To interrupt the
running of interests, IBI filed a Motion to Pay without Prejudice, which was
granted by the CTA En Banc. As a result, IBI paid the amount of P270
million on August 26, 2016. On January 30, 2018, the CTA En Banc
rendered a decision affirming the decision of the CTA First Division. IBI
filed a Motion for Partial Reconsideration and the BIR filed its Motion for
Reconsideration, which were denied by CTA En Banc in a resolution dated
July 16, 2018. IBI and the BIR elevated the case to the Supreme Court with
IBI filing its Petition for Review on September 7, 2018 docketed as G.R.Nos.
241147-48 and was raffled to the First Division of the Supreme Court. On the
other hand, the BIR’s Petition was docketed as G.R. nos. 240651 and 240665
and was raffled to the Second Division of the Supreme Court.
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ii.

On January 16, 2019, the Supreme Court denied IBI’s Petition to which a
Motion for Reconsideration was filed by IBI on April 5, 2019. IBI’s Petition
was denied with finality on June 26, 2019.0n March 11, 2019, the Supreme
Court issued a Resolution requiring IBI to file its comment to the BIR’s
Petition. IBI filed its Comment on June 17, 2019.

On December 16, 2019, IBI and the BIR executed a Compromise Agreement.
The BIR recognized the total payment of IBI in the amount of P285 million
as full satisfaction of the latter’s supposed tax liability for taxable year 2009.
The BIR further acknowledged that IBI no longer has any tax liability based
upon, arising from, or in connection with CTA Case No. 8607.

On July 6, 2021, the Supreme Court approved the Compromise Agreement
and considered G.R. Nos. 240651 and 240665 closed and terminated.

On November 17, 2013, IBI received a Formal Letter of Demand with the
Final Assessment Notice for tax year 2010 (2010 Assessment) from the BIR
with a demand for payment of income tax and VAT deficiencies with
administrative penalties. The BIR maintained its position that royalties are
business income subject to the 30% regular corporate tax. The 2010
Assessment was protested by IBI before the BIR through a letter dated
November 29, 2013. A Petition for Review was filed with the CTA Third
Division and the case was docketed as CTA Case No. 8813. The CTA Third
Division held IBI liable to pay deficiency income tax, interests and penalties.
IBI thus filed its Petition for Review before the CTA En Banc (docketed as
CTA Case EB No. 1563 and 1564). In 2017, IBI filed an application for
abatement, with corresponding payment of basic tax, in the amount of P110
million, where IBI requested for the cancellation of the surcharge and
interests. On September 19, 2018, the CTA En Banc did not consider the
payment of basic deficiency tax of P110 for failure to attach certain
requirements relating to the application for abatement; thus, IBI was ordered
to pay a modified amount of P501 million in light of the TRAIN Law
amendments on interest. IBI filed a Motion for Reconsideration and, at the
same time, submitted the original documents in relation to the application for
abatement. The BIR also filed its Motion for Partial Reconsideration, to
which IBI filed its Comment/Opposition. The CTA En Banc has likewise
ordered the BIR to file its Comment/Opposition to IBI’s Motion for
Reconsideration but IBI has yet to receive the same. Meanwhile, IBI’s
application for abatement remains pending for resolution by the BIR.

Noting the BIR’s failure to file its Comment/Opposition, the Court issued a
Resolution dated April 17, 2019, which IBI received on May 9, 2019,
denying the BIR’s Motion for Partial Reconsideration of the CTA En Banc
Decision promulgated on September 18, 2018 and partially granting the
Motion for Reconsideration filed by IBI of the said CTA En Banc Decision.

IBI and the BIR filed their respective Petitions for Review with the Supreme
Court docketed as G.R. Nos. 246911-12 and 246865, respectively. Both
Petitions were consolidated by the Supreme Court through a Resolution dated
July 1, 2019.

On December 27, 2019 IBI filed a Manifestation informing the Supreme
Court that on December 5, 2019 and December 16, 2019, IBI and the BIR,
respectively, executed a Compromise Agreement to amicably settle IBI’s
deficiency taxes for taxable year 2010. In its Manifestation dated February
26, 2020, the BIR confirmed receipt of payment pursuant to the Compromise
Agreement executed between IBI and the BIR.
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On September 2, 2020, the Supreme Court issued a Resolution requiring IBI
and the BIR to manifest whether they consider the case closed and
terminated. In compliance, IBI filed its manifestation on September 14, 2020.
On December 3, 2020, IBI received a Manifestation filed by the BIR
manifesting that in view of its receipt of certified true copy of Certificate of
Availment (Compromise Settlement), the BIR considers the cases as closed.

On March 3, 2021, the Supreme Court considered GR Nos. 246911-12 and
246865, closed and terminated.

iii.  On December 27, 2016, IBI received a Formal Letter of Demand for tax year
2012 with a demand for payment of income tax, VAT, withholding tax,
documentary stamp tax and miscellancous tax deficiencies with
administrative penalties. IBI addressed the assessment of each tax type with
factual and legal bases in a Protest filed within the reglementary period. Due
to the inaction of the BIR, IBI filed a Petition for Review with the CTA Third
Division and docketed as CTA Case No. 9657. In the meantime, an
application for abatement was submitted to the BIR in August 2017. Both the
Petition for Review and the application for abatement remain pending at the
CTA Third Division and the BIR, respectively, with IBI submitting its
Formal Offer of Evidence in October 2018 to the CTA Third Division. The
Petition for Review, however, was subsequently transferred from the CTA
Third Division to the First Division pursuant to CTA Administrative Circular
No. 02-2018 dated September 18, 2018, reorganizing the three (3) Divisions
of the Court.

On March 2, 2020, the CTA First Division promulgated its Decision partially
granting IBI’s Petition for Review. The assessment for deficiency income
tax, VAT, documentary stamp tax and compromise penalty were cancelled
and set aside. However, the assessment for deficiency expanded withholding
tax was affirmed, and IBI was ordered to pay deficiency expanded
withholding tax including interest and surcharges amounting to P5 million.

On October 29, 2020, the BIR filed a Petition for Review with CTA En Banc.
On January 25, 2021, IBI filed its Comment to the Petition for Review.

The CTA En Banc promulgated a Resolution on February 4, 2021 noting
IBI’s Comment to the Petition for Review, and referring the case for
mediation in the Philippine Mediation Center - Court of Tax Appeal

Amendment of Amended Articles of Incorporation

On December 4, 2020, the BOD of the Company approved the amendment of the
Company’s primary purpose or Article II of its Amended Articles of Incorporation to
include alcoholic beverages and such other beverages of all kinds and classes as
among the products it is authorized to manufacture, sell or otherwise deal in (Primary
Purpose Amendment) and to submit the same for the approval of the Company’s
stockholders by written assent. The Company received the written assent of
stockholders representing more than two-thirds (2/3) of the Company’s total
outstanding capital stock to the proposed amendment as of February 24, 2021.

On March 16, 2021, the SEC approved the Primary Purpose Amendment in the
Company’s Amended Articles of Incorporation.
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Effect of COVID-19

Generally, 2021 is an improvement over 2020, with the Group posting significant
recoveries in sales and operating income despite continued impact of COVID-19 in
both the domestic and international markets. Accelerated vaccination roll-out in 2021
raised optimism, but the spread of more aggressive and highly transmissible COVID
variants prompted re-implementation of COVID-19 restrictions in National Capital
Region and selected key cities in the Philippines as well as some markets in the
international operations such as Thailand, Vietnam, Hong Kong and, China.
Meanwhile, the market has adjusted to lingering COVID concerns and limitations in
on-premise as purchases shifted to off-premise channels such as supermarkets,
convenience and neighborhood provision stores. Other emerging consumer behaviors
noted during the pandemic were increased online shopping as well as growing
preference for multipacks and canned variants.

Effect of Ukraine-Russia War

While the Group has very minimal or no direct business in Russia and Ukraine, the
Russia-Ukraine conflict could affect global supply and prices of production inputs,
including malt and fuel costs, as well as shipping/freight costs.

The extent to which the ongoing conflict will affect the Group will depend on future
developments, including the actions and decisions taken or not taken by the
Organization of the Petroleum Exporting Countries and other oil producing countries,
international community and the Philippine government, which are highly uncertain
and cannot be quantified nor determined as at March 8, 2022.
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SAN MIGUEL BREWERY INC. AND SUBSIDIARIES
SCHEDULE E - LONG-TERM DEBT
DECEMBER 31, 2021

(Amounts in Millions}

Current Transaction Amount Long-term Noncurrent Amount Current Number of
Outstanding Portion Cost Shown as Noncurrent Transaction Shown as and Interest Perlodic Interest Final
TITLE OF ISSUE AGENT/LENDER Balance of Debt Current Current Portion of Debt Cost Lang-term Long4erm Rates Instaliments Paymenis Maturity
Unsecured termn notes:
Peso denominated;

Philippine Depository &

Fixed Trust Corp. B 7.000 R 7,000 R 2 B 6,99 R R R - 6,208 6.60% Bullet Semi-annual 02/04/2022
Philippine Depository &

Fixed Trust Corp. 2,518 - - - 2,518 {n 2,531 2,53 6.00% Bullet Semi-annual 02/04/2024
Bank of the Philippine

Fixed Islands 10,000 - - - 10,000 (47) 9,953 9,953 4.63% Bullet Quarterly 261272024
Bance De Gre Unibank, )

Fixed Inc. 4,000 - - - 4,000 {26) 3,974 3,974 3.80% Bullet Quarterly 30/03/2026
Bank of the Philippine

Fixed Islands 2,000 - - - 2,000 {(13) 1,987 1,987 3.95% Bullet Quartorly 30/02/2026
China Banking

Fixed Corporation 1,500 - - - 1,500 {10) 1,490 1,490 3.95% Bullet Quartorly 30/03/2026
Rizal Commercial

Fixed Banking Corporation 2,484 21 {4) 17 2,463 {12) 2,451 2,466 3.88% Bullet Quarterly 30/03/2026
Banco De Ora Unibank,

Fixed Inc. 2,000 - - - 2,000 {13) 1,987 1,987 4.15% Bullet Quarterly 30/03/2028

P 31,522 R 7,021 B 6) P 1,015 R 24,501 P (12_8LF 24,371 R 31,388

Seo Notes 6, 18, 32 and 33 af the

Finanelal












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
San Miguel Brewery Inc.

SMC Head Office Compiex

40 San Miguel Avenue Mandaluyong City

We have audited, in accordance with Philippine Standards on Auditing, the separate financial
statements of San Miguel Brewery Inc. (the “Company”} as at and for the years ended
December 31, 2021 and 2020, and have issued our report thereon dated March 18, 2022.

QOur audits were made for the purpose of forming an opinion on the separate financial statements
taken as a whote. The supplementary information included in the Reconcifiation of Retained
Earnings Available for Dividend Declaration is the responsibility of the Company’s management.

This supplementary information is presented for purposes of complying with the Revised
Securities Reguiation Code (SRC) Rule 68, and is not a required part of the separate financial
statements. Such supplementary information has been subjected to the auditing procedures
applied in our audit of the separate financial statements. In our opinion, the supplementary
information is fairly stated, in all material respects, in relation to the separate financial statements
taken as a whole.

R.G. MANABAT & CO.

-

Partner

CPA License No. 0108855

SEC Accreditation No. 108855-SEC, Group A, vaiid for five (5) years
covering the audit of 2021 to 2025 financial statements

Tax |dentification No. 225-068-761

BIR Accreditation No. 08-001987-041-2020
issued December 22, 2020, valid until December 21, 2023

PTR No. MKT 8854089
issued January 3, 2022 at Makati City

March 18, 2022
Makati City, Metro Manila

Firmi Regutatory Registration & Accreditation:
PRC-BOA Registration No. 0003, valid untii November 21, 2023
SEC Accreditation No. 0003-SEG, Group A, valid for five {5) years covering the audit of 2020 to 2024
financial statements (2019 financial statements are covered by SEC Accreditation No. 0004-FR-5}
IC Accreditation No, 0003-IC, Group A, valid for five (5) years covering the audit of 2020 {o 2024
financial slatements (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 covering the audit of 2020 to 2024
financial statements (2049 financial slalements are covered by BSP Monetary Board Resolution No. 2161, Transition ctause)

R.G. Manabat & Co., a Phiippine parinership and a member finn of the KPMG global organization af independent member firms
affiliated with KPMG Internatianal Limited. a pnvate English company fimiled by guarantee



RETAINED EARNINGS AVAILABLE FOR DIVIDEND DECLARATION

DECEMBER 31, 2021
(Amount in Miflions)

SAN MIGUEL BREWERY INC.

No. 40 San Migue! Avenue, Mandaluyong City, Philippines.

Total retained earnings available for dividend

declaration as of December 31, 2020 P22,441
Add: Net income actually earned/realized during
the year:
MNet income during the year closed to retained
earnings P18,224
Add: Non-actual losses
Decrease in deferred tax asset 25
Unrealized foreign currency loss 7
Fair value adjustments - Marked to market [oss 40
Sub-total 72
Net income actually earned during the year 18,296
Add (less): Adjustments during the year
Dividend declarations during the year {15,362)
Appropriations of retained earnings during the
year (16,211)
Reversal of appropriation 16,870 (14,703)

TOTAL RETAINED EARNINGS AVAILABLE FOR
DIVIDEND DECLARATION AS OF
DECEMBER 31, 2021

P26,034



















ANNEX F

Interim and Unaudited Consolidated Financial
Statements for the period ended March 31, 2022 and
Management Discission and Analysis for the First
Quarter of 2022



SAN MIGUEL BREWERY INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME (Unaudited)
FOR THE PERIODS ENDED MARCH 31, 2022 AND 2021
(In Millions, Except Per Share Data)

2022 2021

SALES P 29,659 P 28,846
COST OF SALES 18,359 17,873
GROSS PROFIT 11,300 10,973
SELLING AND ADMINISTRATIVE EXPENSES (4,549) (4,222)
INTEREST EXPENSE AND OTHER FINANCING CHARGES (426) (486)
INTEREST INCOME 63 69
OTHER INCOME - Net 67 105
INCOME BEFORE INCOME TAX 6,455 6,439
INCOME TAX EXPENSE 1,520 981
NET INCOME P 4,935 P 5,458
Attributable to:
Equity holders of the Company P 4,822 P 5,372
Non-controlling interests 113 86

P 4,935 P 5,458
Basic and Diluted Earnings Per Share P 0.31 P 0.35

Note: See accompanying Management Discussion and Analysis and Selected Notes to the Consolidated Financial Statements.

CERTIFIED CORRECT:

o /_‘

o

MERCY MARIE J. L. AMADOR
Chief Finance Officer and Treasurer

[T o



SAN MIGUEL BREWERY INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
MARCH 31, 2022 AND DECEMBER 31, 2021

(In Millions)
2022 2021
(Unaudited) (Audited)
ASSETS
Current Assets
Cash and cash equivalents P 28,735 P 26,863
Trade and other receivables - net 4,837 7,977
Inventories - net 4,299 317
Prepaid expenses and other current assets 2,322 1,474
Total Current Assets 40,193 39,485
Noncurrent Assets
Investments -net 5,212 5,137
Property, plant and equipment - net 31,450 31,444
Right-of-use assets - net 1,880 1,913
Investment property - net 2,211 2,206
Intangible assets - net 35,690 35,631
Deferred tax assets 628 618
Other noncurrent assets - net 27,737 28,380
Total Noncurrent Assets 104,808 105,329
| 4 145,001 P 144,814
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable and accrued expenses L 14,993 P 17,098
Lease liabilities - current portion 189 186
Income and other taxes payable 4,589 3,718
Current maturities of long-term debt - net of debt issue costs 7,013 7,015
Total Current Liabilities 26,784 28,017
Noncurrent Liabilities
Long-term debt - net of debt issue costs 24,380 24,373
Lease liabilities - net of current portion 1,078 1,101
Other noncurrent liabilities 210 202
Total Noncurrent Liabilities 25,668 25,676
Equity
Equity Attributable to Equity Holders of the Company
Capital stock 15,410 15,410
Additional paid-in capital 515 515
Equity reserves 108 (224)
Retained earnings:
Appropriated 36,311 36,311
Unappropriated 37,399 36,417
Treasury stock (1,029) (1,029)
88,714 87,400
Non-controlling Interests 3,835 3,721
Total Equity 92,549 91,121
P 145,001 P 144,814
Note: See panying Manag: Discussion and Analysis and Selected Notes to the Consolidated Financial Statements.

CERTIFIED CORRECT:

WL} e

MERCY MARIE J. L. AMADOR
Chief Finance Officer and Treasure‘cp\



SAN MIGUEL BREWERY INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (Unaudited)
FOR THE PERIODS ENDED MARCH 31, 2022 AND 2021

(In Millions)
2022 2021
NET INCOME | 4 4,935 P 5,458
OTHER COMPREHENSIVE INCOME (LOSS)
Item that will not be reclassified to profit or loss
Equity reserve for retirement plan (3) (1)
Income tax 1 (102)
(2) (103)
Item that will be reclassified to profit or loss
Gain (loss) on exchange differences on translation
of foreign operations - net of tax 347 (83)
OTHER COMPREHENSIVE INCOME (LOSS) - Net of tax 345 (186)
TOTAL COMPREHENSIVE INCOME L4 5,280 P 5,272
Attributable to:
Equity holders of the Company P 5154 P 5,168
Non-controlling interests 126 104
P 5,280 P 5,272

Note: See accompanying Management Discussion and Analysis and Selected Notes to the Consolidated Financial Statements.

CERTIFIED CORRECT:

Nt
MERCY MARIE J. L. AMADOR
Chief Finance Officer and Treasurer



SAN MIGUEL BREWERY INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE PERIODS ENDED MARCH 31, 2022 AND 2021

(In Millions)

Equity Attributable to Equity Holders of the Company

Equity Reserves
Cumulative
Additional  Reserve for Fair Translation
Capital Paid-in Retirement Value Adjustments Retained Earnings Treasury Non-controlling Total
Stock Capital Plan Reserve Reserve Appropriated  Unappropriated Stock Total Interests Equity
As of December 31, 2021 (Audited) | 4 15410 P 515 (959) ¢ (2) ® 737 P 36,311 P 36417 P (1,029) P 87,400 P 3121 ¢ 91,121
Net income - - - - - - 4,822 - 4,822 13 4,935
Other comprehensive income (loss) - - (1) - 333 - - - 332 13 345
Gain on exchange differences on translation
of foreign operations - net of tax - - - - 333 - - - 333 14 347
Equity reserve for retirement plan - net of tax - - (1) - - - - - (1) (1) (2)
Total comprehensive income (loss) - - 1) - 333 - 4,822 - 5,154 126 5,280
Cash dividends - - - - - - (3,840) - (3,840) (12) (3,852)
As of March 31, 2022 (Unaudited) | 15,410 P 515 ® (960) P (2) P 1,070 P 36,311 P 37,399 P (1,029) P 88,714 P 3,835 P 92,549
As of December 31, 2020 (Audited) | 4 15,410 P 515 P (1,460) P 3)r 171 P 36,970 P 31,091 £ (1,029) P 81,665 P 3,340 P 85,005
Net income - - - - - - 5,372 - 5,372 86 5,458
Other comprehensive income (loss) - - (102) 1 (103) - - - (204) 18 (186)
Gain (loss) on exchange differences on translation
of foreign operations - net of tax - - - 1 (103) - - - (102) 19 (83)
Equity reserve for retirement plan - net of tax - - (102) - - - - - (102) 1) (103)
Total comprehensive income (loss) - - (102) 1 (103) - 5,372 - 5,168 104 5,272
Cash dividends - - - - - - (3,841) - (3,841) (12) (3,853)
As of March 31, 2021 (Unaudited) P 15410 P 515 (1,562) P (2) P 68 P 36,970 32,622 P (1,029) P 82,992 P 3,432 P 86,424
Note: See panying Manags it Di 1 and Analysis and Sel d Notes to the C lid. Fi s is.

CERTJFIED CORRECT:

MERCY MARIE J. L. AMADOR
Chief Finance Officer and Treasur:h



SAN MIGUEL BREWERY INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

FOR THE PERIODS ENDED MARCH 31, 2022 AND 2021

(In Millions)

2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax P 6,455 6,439
Adjustments for:
Depreciation, amortization and others 1,211 1,044
Interest expense and other financing charges 426 486
Provision for impairment losses on receivables and inventories 205 372
Retirement costs 189 189
Gain on sale of property and equipment (4) -
Dividend income (32) -
Interest income (63) (69)
Operating income before working capital changes 8,387 8,461
Decrease (increase) in:
Trade and other receivables 3,096 1,741
Inventories (1,128) (492)
Prepaid expenses and other current assets (862) (15)
Increase (decrease) in:
Accounts payable and accrued expenses (2,186) (2,760)
Income and other taxes payable (141) (336)
Other noncurrent liabilities 3 (2)
Cash generated from operations 7,169 6,597
Income taxes paid (517) (195)
Interest paid (239) (771)
Contributions paid to the retirement plan (9) (4)
Net cash flows provided by operating activities 6,404 5,627
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to:
Property, plant and equipment (378) (925)
Investment property (5) -
Interest received 63 69
Dividends received 32 -
Proceeds from sale of property and equipment 6 1
Decrease (increase) in intangible assets and other noncurrent assets (464) 838
Net cash flows used in investing activities (746) (17)
CASH FLOWS FROM FINANCING ACTIVITIES
Payments of:
Cash dividends (3,839) (3,841)
Lease liabilities (60) (83)
Dividends to noncontrolling shareholders (12) (11)
Long-term debt (5) (12,462)
Proceeds from long-term debt - net of debt issue costs - 11,910
Net cash flows used in financing activities (3,916) (4,487)
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH EQUIVALENTS 130 75
NET INCREASE IN CASH AND CASH EQUIVALENTS 1,742 1,123
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 26,863 24,185
CASH AND CASH EQUIVALENTS AT END OF THE PERIOD P 28,735 25,383
Note: See accompanying Manag 1t Di ion and Analysis and Sel d Notes to the Consolidated Financial Statements.

CERTIFIED CORRECT:

W

MERCY MARIE J. L. AMADOR
Chief Finance Officer and Treasurer



SAN MIGUEL BREWERY INC. AND SUBSIDIARIES
TRADE AND OTHER RECEIVABLES
AS OF MARCH 31, 2022

PAST DUE
TYPE OF ACCOUNTS RECEIVABLE TOTAL CURRENT 1-30 DAYS 31 - 60 DAYS 61-90 DAYS OVER 90 DAYS

Trade P 4451 P 4,041 P 183 P 69 P 35 P 123
Non-trade 586 498 - 1 8 79
Others 168 96 22 7 37 6
TOTAL 5,205 4,635 205 77 80 208
ALLOWANCE FOR IMPAIRMENT - RECEIVABLES (368)

NET P 4,837




ﬁ SAN MIGUEL BREWERY INC.

A subsidiary of San Miguel Food and Beverage, Inc.

MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL POSITION AND FINANCIAL PERFORMANCE

The following discussion should be read in conjunction with the attached unaudited consolidated
financial statements of San Miguel Brewery Inc. (the Company) and its subsidiaries (collectively
referred to as the Group) as of and for the period ended March 31, 2022 (with comparative figures as
of December 31, 2021 and for the period ended March 31, 2021). All necessary adjustments to
present fairly the Group’s consolidated financial position, financial performance and cash flows as of
March 31, 2022 and for all the other periods presented, have been made. Certain information and
footnote disclosure normally included in the audited consolidated financial statements prepared in
accordance with Philippine Financial Reporting Standards have been omitted.

I. FINANCIAL PERFORMANCE
2022 vs. 2021

Comparisons of key financial performance for the periods ended March 31, 2022 and 2021 are
summarized in the following tables.

Horizontal Analysis Vertical
March Increase (Decrease) Analysis
2022 2021 Amount % 2022 2021
(In Millions)

Sales P29,659 P28,846 P813 2.8% 100%  100%
Cost of Sales 18,359 17,873 486 2.7% 62% 62%
Gross Profit 11,300 10,973 327 3.0%  38% 38%
Selling and Administrative

Expenses (4,549) (4,222) 327 7.7%  (15%) (15%)
Income from Operations 6,751 6,751 - 0% 23% 23%
Interest Expense and Other

Financing Charges (426) (486) (60) (12.3%) (1%) (1%)
Interest Income 63 69 (6) (8.7%) 0% 0%
Other Income - Net 67 105 (38) (36.2%) 0% 0%
Income Before Income

Tax 6,455 6,439 16 0.2% 22% 22%
Income Tax Expense 1,520 981 539 54.9% 5% 3%
Net Income P4,935 P5,458 (P523)  (9.6%) 17% 19%
Net Income Attributable to

Equity Holders of the

Company P4,822 P5,372 (P550) (10.2%) 17% 19%
Net Income Attributable to

Non-controlling Interests 113 86 27 31.4% 0% 0%
Net Income P4,935 P5,458 (P523)  (9.6%) 17% 19%

1
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