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5-YEAR

FINANCIAL HIGHLIGHTS

(Php 000)

AS AT YEAR END

Current Assets 3,851,240
Property, Plant and Equipment 5,596,835
Total Assets 10,350,038
Current Liabilities 588,046
Total Liabilities 1,450,474
Retained Earnings 6,228,232
Equity 8,899,564
RATIOS

Current Ratio 6.55
Debt to Equity Ratio 0.16
Return on Asset 8%
Return on Equity 9%

2020 2019
3,137,861 2,368,851 2,427,110 2,432,029
5,617,249 5,861,700 5,863,753 6,193,432
9,558,059 9,085,900 8,977,435 9,306,804
543,262 788,570 1,107,012 918,671
1,487,521 1,906,910 2,610,860 3,671,773
5413264 4,469,212 3,606,172 2,757,719
8,070,538 7,178,990 6,366,575 5,635,031
578 3.00 2.19 2.65
0.18 0.27 0.41 0.65
9% 9% 9% 7%
10% 11% 12% 12%

Per Share (Php)

Earnings per Share 0.29
Book Value of Equity per Share 3.25

0.31 0.30 0.28 0.25
2.94 262 232 2.05

7
Revenue (Php 000)

7,468,247

6,955,408
5,579,629
6,618914
8,712,581

’
Net Income Margin (Php 000)

786,236
816,378

839,881
764,163
654,193

’
Earnings Per Share (Php)

’
Debt to Equity Ratio

=
3
o
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REALIZING OUR SUSTAINABILITY
IN A CIRCULAR ECONOMY

In 2020, the VMC Management issued a clarion call, “Forging
ABOUT THE Ahead the Sustainability Way!" in response to the global demand
for sustainable development. After 100 years of leading the sugar
REPORT - industry in the country, VMC has embarked on a sustainable
journey to make a difference in what it does best. From producing
raw and refined sugar, the company expanded its scope of
operations to produce bio-ethanol and re able energy that
utilized the by- products of sugar pr nd, in the process,
reducing our environmental impact such as minimizing our GHG
emission, solid waste, and Wa:gionsumption. This was made
possible by the principle of ‘closed production loop,” which the
company implemented in the early pursuit of its sustainability
goals. Based on our rich experiences in our sustainability journey,
we saw the need to broaden our perspective and go from the
‘closed pro " principle to becoming a full-fledged
"\ circular : lle ¥he ‘closed production iple
. focuses on reducing our-environmental impact, the Pt
circﬁr economy seeks to create positive or regenerative impact
on the environment, society, and economy.
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MESSAGE
FROM THE CHAIRMAN

Among these activities are:

1. The solid and liquid organic fertilization program that utilizes wastewater
from our manufacturing operations for the massive soil reconditioning of our
sugar planters’ farms;

2. VMC's scaled-up re-use of by-products such as bagasse and molasses in the
production of bio-ethanol and renewable energy; and,

3. VMC's "Save A River Project" that systematically re-charges our aquiifers,
resulting in reduced water consumption and the renewal of water sources.

We are also pleased to announce that your company has been consistently

coming out with positive and constructive responses to the challenges posed by

the pandemic. We have achieved 100 percent full vaccination status among the
employees of VMC. Likewise, VMC responded to some of the needs of the community
during the COVID-19 crisis and donated ethyl alcohol to more than 30 LCUs in
Negros Occidental, the Red Cross, government hospitals, and nearby regions. To

help prevent the spread of disease, we also distributed thermal scanners, foot baths,
and handwashing stations to certain public schools in Victorias, Manapla, and Cadiz
before the opening of classes.

- Your company is committed to delivering better results in the years ahead by
focusing on our core business segments—sugar, power, and fuel—which exhibit a high
degree of interrelationships, a rich source of corporate synergy, and a vast opportunity

We are happy to present VMC's Annual and Sustainability Report for Crop Year for achieving economic, social, and environmental sustainability for VMC.
2020-21.

VMC will keep on exploring other business opportunities that will create synergies
Based on our rich experiences and knowledge gained from our sustainability journey with our existing business segments so we can successfully transform VMC into a truly
that started in 2020, VMC decided to shift and broaden its perspective to embrace sustainable agro-industrial complex.

the concept of a circular economy, going beyond profit and becoming more
conscious of our environmental, social, and corporate responsibilities.
As the industry and the world continue to recover this year, we hold on to our hopes

We continue to implement systems across our organization that promote the and goals as one community. Through unity and diligence, we are certain that VMC
effective use and re-use of bio-based materials as they cycle between the economy will overcome the challenges that will come its way, as it has always done.

and natural systems. The concept of a circular economy will not only reduce our

environmental impact, but will create value and activities that have a restorative and Mabuhay ang VMC!

regenerative impact on our economy, society, and environment.

Do G
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e
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MESSAGE
FROM THE PRESIDENT

The past year has been a fulfilling and meaningful time for VMC amidst all the
challenges. We continued to prove that difficulties often bring out the best in
everyone, and this year is no exception. We are pleased to report that in the face of
another full year into the pandemic, VMC maintained a strong balance sheet with an
increase in stockholder's equity of 10% to P8.9 billion. Total assets also grew by 8.29%
to P10.4B and VMC remains highly liquid and debt free as of August 31, 2021.

VMC realized a net income of P786 million for the year despite the ongoing effects
of the Covid-19 on various businesses and the economy. Our efforts were purposely
focused on attaining target production efficiencies, to deliver optimum results
coupled with cost reduction measures that helped protect profit margins and
lowered operating expenses considerably.

Last year, the bulk of the company’s revenues came from the sale of raw sugar,
shifting the previous year's product mix, and resulting in a lower gross profit margin.
Rest assured margins were managed as the decline was offset by the decrease in
operating expenses as well as the reversal of prior year provisions. The increase in
other income and the lower provision for income tax due to the CREATE law also
cushioned the effect of lower margins during the year.

Ve
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In terms of the Company’s financial key performance indicators across the board,
there is a significant improvement compared to last year. VMC's current ratio
significantly increased from 5.78 to 6.55, while the debt-to-equity ratio of 0.16 is the
lowest in the last ten years, culminating in a favorable performance for the company
this year.

Since VMC's establishment more than 100 years ago, we have always risen to meet
great challenges, including environmental and climate issues. As a company, we are
committed to the public good and we take to heart our work to initiate programs for
the environment. VMC, therefore, continues to invest in capital expenditure aimed at
upgrading the plant, improving operational efficiencies, expanding the capacities of
key segments, and ensuring environmental preservation and protection.

In the face of adversity brought about by the pandemic, keeping our employees safe
is of utmost importance. Thus, this year, we exhausted all means possible to ensure a
hundred percent vaccination for our people at the soonest possible time. This was an
initiative that was received wholeheartedly by our workers and made possible through
the concerted efforts of the LGU and the LT Group of Companies Inc. For this, we are
forever grateful. We also continue to focus on the overall well being of our employees
during these challenging times. As such, we launched programs that supported and
helped our people cope with the pandemic, through sponsored talks on mental and
financial health, as well as sports awareness and staying fit. Wellness kits and Covid
care packages were distributed to employees to stay healthy; while hospitalization
coverage and quarantine leaves were generously extended to those affected by the
spread of Covid 19. Additionally, career growth and development did not take a back
seat during this time. Instead, we intensified our efforts in digitizing our workplace
fast so we could offer leadership programs via e-learning seminars to ensure that the
advancement in knowledge and skills of our people continues.

This last year, and into the current year, we are devoting time and effort to develop
community engagement programs to help create safer and healthier communities
around us. We have re-discovered the value of collaboration among our shareholder
segments—from the local government units and compliance government agencies to
community members and, more importantly, our own employees.

As a company, our actions are guided by our aspiration to conduct our operations
in such a way that we help prevent negative environmental impacts. This sense
of responsibility is what we wish to impart to our people so that everyone’s
consciousness and ways of working are aligned towards one goal.

We are enthusiastic about the outlook for the various Philippine industries as the
nation works hard to recover from the economic challenges of the last two years.
Together with our valued planters, partners and employees, we are optimistic that
VMC will continue to power and fuel the lives of Filipinos as we do our share in
building the community, restoring the country’'s economic health, and protecting our
resources and environment.

S

e
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BUSINESS PORTFOLIO

BREAKDOWN OF
CONSOLIDATED REVENUE

Percentage ownership CY. 20-21 C Y 19-20

of VMC per subsidiary

is a diversified company engaged TOLLING
in the manufacturing of sugar and Victorias Golf and SERVICE
allied products. Through the years, Country Club, Inc. _ REFINED _
VMC became an integrated sugar (vGcch SUGAR
company that has expanded its Operates a golf club
business to bioethanol and power _ ETHANOL _
cogeneration. VMC has formed
Victorias Foods Corporation, o - MOLASSES _
Canetown Development 93 ,/u
Corporation, Victoria's Golf & Country
Club, Inc., Victorias Agricultural Land gg?ggﬁ?‘}%ﬁéﬂ?ﬂmﬂnt F'- ALCOHOL -
Corporation, and Victorias Green
Energy Corporation (VGEC). Eﬁ‘;et.'f Ef&,‘;?ﬁ:;'f ol P - OTHERS -QB
develops, operates and
Through its diverse business sells memorial lots P 0_0. POWER 03B
portfolio, VMC continues to
contribute to the economy as it
'Nourishes, Powers, and Fuels' the
lives of the Filipino people. For the 0
past three yea fs VMpc hIZS decided to 1 O 0 /{3 ) Sugar Operations. Revenue from sugar Power Generation. A newly established
include in its corporate composition Victorias Agricultural operations consists of the sale of raw sugar and segment with the primary purpose of carrying
the following business segments: Land Corporation ] molasses (mill share), refined sugar, tolling fees, on the business of power generation derived
Sugar Milling, Distillery and Power (VALCO) and milling service. from renewable energy resources for wholesale
Co-Generation. These three business Acquires and owns of electricity to power companies, distribution

agricultural lands and

properties For its raw sugar and molasses operations, VMC utilities, electric cooperatives, retail electricity

operates a raw sugar mill with a daily capacity  suppliers, aggregators, and other customers.

segments are interrelated to one
another in the following respects: 1)

these are all sugar-based businesses;
2) the by-product of one segment
serves as input to another in making
a new product; 3) the company’s
facilities and support services are
shared by the three segments; 4)
the functional competencies of

one segment can be transferred to
another and; 5) they are presently
under the over-all corporate
management of VMC.

100%

Victorias Green Energy
Corporation (VGEC)

Co-generation of energy,
pre-operating stage

of 15,000 metric tons. Cane supply is sourced
from both district and non-district planters.

It also operates a refinery plant with a daily
capacity of 25,000 Lkg. (1 Lkg = 50 kilograms).
To ensure maximum utilization of the refinery,
VMC also provides toll refinery services to
traders and planters for their raw sugar milled
by other sugar centrals.

Distillery Operations. The division produces
alcohol and ethanol with an actual daily
capacity of 50,000 liters, with molasses as the
primary raw material. Molasses is sourced

Other Operating Segments. Other operations
of VMC include food processing, real estate
sales, leasing, and entertainment. Food
processing is involved primarily in selling
processed, preserved and packaged food
products such as canned sardines and
luncheon meat. Real estate is involved in

the development and sale of subdivision and
memorial lots.

Leasing derives income from the lease of
certain parcels of land to planters. Finally,

100%

: 2 from sugar operations that produce it as entertainment derives income from
VICtDI‘EES_FDDdS a by-product. In 2020, the division started membership fees when billed and when
Corporation (VFC) producing rubbing alcohol using ethyl alcohol  corresponding services are rendered.

Produces and sells as primary raw material.
canned sardines, hot
bangus, luncheon meat,
ham, bacon and other

meat products

P
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BUSINESS
PERFORMANCE

1.3% |10.2% T 0.04%

vs last year vs last year vs last year
2,702,302 tons 1.87 Lkg/TC 5,056,325 Lkg
TONS CANE MILLED LKG/TC RAW SUGAR
41.7% 1017 % 1*5.6%
] o ™ o s o
Vs last year vs last year vs last year
4,153,578 Lkg 9413 % 138,442 tons
REFINED SUGAR REFINING YIELD MOLASSES

The high demand for raw sugar resulted in a drop in

refined sugar production.

\_ALCOHOL [ POWER

23.2% T9.1% 23.2%

ws last year ws last year w5 Last year
14,658,830 lers 27767 i RSfon mok Q2970954 KWh
ALCOHOL RECOVERY POWER
PRODUCTION GENERATION
i o o
3.9% 3.8% 3.9%
vs |35t ywiar we last year VS |35t year
B1.16% G93.74% 5,722,340 K¥Vh
FERMENTATION DISTILLATION POWER EXPORT
EFFICIENCY EFFICIENCY

Better performance for alcohol
attained due to improved operational

Higher TCM vs LY led
to an increase in power

efficiencies and good quality molasses. generation and export.
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P1.53 BILLION

CY 2020-2021 CAPEX BUDGET

P950m

MAJOR ﬂ-l:aumng EFEE’#EIﬁF ‘J'um-r

PROJECTS mmi

B0, e BOILER

CRFHIL

AERDEB

' p A7 DIGESTER

LINE1

VMC continues to invest in capital expenditure
aimed to upgrade the plant, improve
operational efficiencies, expand the capacity
of each business segment, and ensure
environmental preservation and protection.

The 225 TPH boiler not only delivers higher
efficiency, but is also a pollution control device
that reduces air emissions dramatically. In the
long term, this will help bring down off-season
and operational repairs and maintenance
costs.

The additional 63KLPD Distillation and 60
KLPD Dehydration Plants will increase volume
capacity and significantly reduce steam
consumption.

P 1.01B

P 0.37B
P 0.08B

SUGAR

POWER FUEL

P 0.07B

The Mesophilic Anaerobic Biodigester, which
reclaims potential energy from waste in the
form of biogas, enables Distillery operations to
treat a high volume of waste water.

The Molasses Tank and its other facilities
will allow the sufficient storage of molasses,
particularly the good quality molasses, and
prevent molasses congestion at the mill.

The ACB G8 units will increase processing
efficiencies thereby reducing power
consumption and the cost of maintenance,
and will minimise recirculation of molasses
while producing good quality raw sugar.

- Replacement

Environmant, Heaalth,
Safety and Governrment
Requirements

General and Administrative

- Insurance Spare

SUFPPORT

DEFARTMENTS
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MIS: JOURNEY TO

DIGITALIZATION

rt

raa i | ey
A

r

Party

i _
ONLINE HEALTH
DECLARATION

The Management Information Systems (MIS)
department of VMC undertook several important
digitalization projects during the year. Upon
addressing internet connectivity issues and the
need for a proper network, the company was
able to successfully support its work-from-home
setup, including activities like virtual meetings,
e-learning sessions, online training sessions,
webinars and events.

14 VICTORIAS MILLING COMPANY ANNUAL & SUSTAINABILITY REPORT 2020-21

The various systems and
process activities created

by MIS, geared towards
achieving high productivity,
cost and time efficiencies

in the workplace, include:
Support Services, Compliance
and Testing Controls, Project
and Team Management, and
Software Improvement. A
major breakthrough from
MIS is the creation of the SAP
Cane Delivery System —which
covers the whole process
from registration by planters
and processing of cane
delivery to allowance and
incentives calculation, and
sugar and molasses quedan
processing. This was a move
driven by the company’s
desire to deliver an advanced,
fast and convenient way of
serving our planters.

MIS was also instrumental
in the implementation of
health efforts during the
pandemic: medical services,
online consultations, and
online health declaration.
For the whole year, numerous
automation projects were
undertaken, starting in
August 2020 with the
Keepsafe App, which has
about 2,000 users.

AUTOMATION
PROJECTS

KEEPSAFE APP

Cnline dally health
declaration
(2,000 users)

HRIS

Human Resource and
Intormation System

Employes Prodile
(700 users)

MRIS

Materlals Reservation and
Issuance System

= Budgeted Materials

= DPEX Supplemantal

- CAPEX

= Material Request and
Issuance

= TOO usors

HR HELP DESK

HR ticketing web apo
(700 usars)

NEW
PLANTERS'
PORTAL

= Planters registration

= Unkown Tagging
Ruoports

= 50 users

AMS

Asset Managemant
System
{200 users)

PIMS

Patients’ Information

Management System

+ Patients'
information

s Automated Fit 1o
Waork

« Patients' oususing

HR PAF

Human Ressurce
Performance Appralsal
Form
{50 users)

Presently, there are several web applications
that are under development and several
digitalization projects in the pipeline,
including the following: plant maintenance,
the VMC website, and a chat bot project.
The web apps being developed are the
Daily Manufacturing Report, The VMC sales
portal, the digital library, Daily Cash Position
Reporting, HRIS €201, and the Warehouse
Managament App to Procurement Module.
These initiatives aim to improve systems and
process controls, and enable faster report
generation to assist management in their
decision making.

Other hardware and network team projects
that were completed in the year include
Internet Service Provider (ISP) upgrade, active
directory, local email, distillery local network,
and facial recognition biometrics.

HARDWARE &

NETW
TEAM

Internet Service Provider (ISP) Upgrade

BLDT from 20 mbes to 100 mbes
Clnlse from 4 mbps 1o 50 mbps

Active Directory

Organites tha users based on thair
accoeas prafiles In File sorvices, VPN
ACCOEE and TNt actess

Local Email

Email sendoe provided 1o a0 organic
SMpEoyeR - fpands the reach not only o
G-Sulte wsors Dt sles to the fost of 1
aigantiaton. Lirmits use of perscnal email
which some users exchange conficient il
and critical communi Catoen,

Distillery Local Network

Curent Admin Office s now connectid vis
VI T WO BN SR - uipars e Dhgtilleny
CEBlY dHCCATS PO FC S i Sorvites SArme
weith Fasie ulers. Fireaall Bolicy 4 ales

implernended.

L
Face Recognition Biometrics =~

Complead - Acmibn Aroa,
Ongaing - Manufacturing. Distiliony
and Ciginesring Afea

/
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SUSTAINING
OPERATIONAL
EFFICIENCY

16 VICTORIAS MILLING COMPANY ANNUAL & SUSTAINABILITY REPORT 2020-21

ECONOMIC

PERFORMANCE
ENERGIZING LOCAL ECONOMIES

Despite the crisis brought about by the recent
pandemic, VMC generated economic value
that will sustain its business operations and
at the same time ensure that this flows back
to its stakeholders, thereby contributing to
their economic well-being. Faced with strong
challenges caused by pandemic-induced
economic contraction and transition pains

as the country sought ways to get out of the
crisis, the Company was able to pool enough
resources that flow to the local, regional, and
national economy leading to the country’s
sustained post-pandemic economic recovery.

VMC has maintained its over-all cost leadership
strategy in managing its resources to sustain its
recovery from the pandemic-stricken business
environment. Specifically, the Company has
adopted policies and programs that supported
its stakeholders in the face of changing
conditions, by maintaining strong partnerships
with the sugar planters; developing the
ERP/SAP Management Information System

to ensure efficient commmunication and
coordination among business segments;
implementing a balanced portfolio of
investments alongside the core business
segments: (sugar, ethanol, and power co-gen
products); implementing an HROD program
on employee’s training and development,
health, and economic well-being; and
implementing a database and information
system for monitoring environmental impacts
and social programs benefitting the local
communities.

To address risks around the revolving around
sugar cane price, production and supply of
the province amidst the impact of climate
change and unforeseen events such as the
COVID-19 pandemic, the Company has
adopted a horizontal strategy through the

0 Nocg DIRECT ECONOMIC
Jy Wi VALUE GENERATED

P 6,738,640V, 0 bistrisureo
PAYMENTS DISTRIBUTION

systematic integration of its core business
segments—sugar mill and refinery, distillery,
and power co-gen. This strategy sought the
introduction of better technologies and the
sharing of facilities and personnel among its
different business segments in order to achieve
corporate synergy, economies of scale, and
economies of scope. Specifically, the Company
plans to undertake improvements in the ERP/
SAP Management Information System that will
ensure efficient online communication and
coordination between and among business
segments. This will streamline the physical
operations of the different segments and

in the process identify and fill up the input-
output gaps in the manufacturing operations
to avoid inefficiencies and wastage. The
Company will adopt policies to continually
explore sound cost reduction measures to
protect margins; develop second-tier supply
chain that includes local suppliers that can fill
in foreign supply delays; increase support for
sugar planters; and continue the upgrade and
adequate maintenance of plant equipment
and machinery to maximize its capacity
utilization.

VICTORIAS MILLING COMPANY ANNUAL & SUSTAINABILITY REPORT 2020-21 17



SOCIAL

PERFORMANCE

CULTIVATING OUR

GREATEST RESOURCE

VMC has always maintained its corporate
policy of ensuring the economic and social
well-being of all its employees across all its
business segments and administrative offices.
The Company’s involvement in providing
favorable employee conditions in the
workplace is being managed by its Human
Resource and Organization Development
(HROD) Department.

Integral to HROD Department’s development
plans is the offering of compensation packages
and employees’ programs that maximize
employee performance, retain the employees,
maximize productivity, reduce absenteeism,
and motivate employees.

In light of its strategy to promote corporate
synergy, the Company sees the following
opportunities: 1) a learning opportunity on the
nature and mechanics of flexible deployment
of technical and rank-and-file personnel across
all business segments; 2) a training opportunity
for achievement of cross-functional and
technical skills; and 3) a technical opportunity
to engage in virtual training programs amid
the pandemic-induced constraints.

The Occupational Health and Safety (OHS)
standards mandate the reduction, removal, or
replacement of job site hazards. OHS programs
also help minimize the effects of such hazards,
which considerably benefits the company as
healthy employees are guaranteed to be more
productive.

The Company can achieve from its OHS
programs the following benefits: a) a safer

and healthier work environment for its
employees; b) increased employee morale; and
c) an opportunity to attract smart, talented,
and high-caliber persons to be part of the
Company.

Community Engagement Programs

VMC continues to establish relationships with
the barangays and to implement a feedback
mechanism process and a communication
link with the community to be able to
continuously identify programs that are
relevant to them. Programs are designed to
respond to the needs and aspirations of the
community, as well as enrich the liveability
of the community itself. This would create a
collaborative culture among key community
players, the government, the residents, and the
Company so that everyone can work towards
the improvement of the quality of life of the
community residents.

18 VICTORIAS MILLING COMPANY ANNUAL & SUSTAINABILITY REPORT 2020-21

B TOTAL HEADCOUNT

Total
Employees

trreeeees
584

Male

Salary ratio of
‘empl .f#ﬂﬂﬂﬂ_ Jainst:
- minimumwage
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@7.64%
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ENVIRONMENTAL
PERFORMANCE

SOCIAL RESPONSIBILITY FOR BAGASSE/ 0%

CONSUMED

SUSTAINABLE COMMUNITIES e 0
[l
LPG +135% @ )
To respond to the global demand for sustainable development, GASOLINE 0} 5%
VMC embarked on a sustainable journey that began in 2020.
The company expanded its scope of operations to include the
production of bio-ethanol and renewable energy using the DIESEL +32%
by-products of sugar production. In the process, VMC is able
to reduce its environmental impact via the principle of ‘closed ELECTRICITY (b
production loop’. Today, however, VMC is once again taking a
big leap in its sustainability journey by embracing the concept Uy
of circular economy to help restore and regenerate—more than COAL @1 -80%

just protect— the economy, community, and the environment.

_ NON-RENEWABLE
o EMISSIONS Y EEECRETe
A®OSY  |
20/ Ir:}wer _ oL %}l
lr,_:?‘ : f' rticulate process materials | |

;f:’j it ‘i‘:' I
_—
F E\_, '( ,‘,-. vy RECYCLABLE

ash and mud press

~ ~ A L0 includes carbonated mud, EELY
DISCHARGE e | O6

(7 () 70%| EQ e
OF

WASTEWATER, C— HAZARDOUS WASTE

IS RECYCLED :’ currently kept in storage
—| facility
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Water Conservation Programs

VMC is committed to sustaining its water
conservation program, which supports the
recycling and reusing of water to reduce
groundwater and surface water pumping into
the factory.

The Company shall continue implementing its
‘closed loop’ production system to minimize
its dependence on water streams for its

water requirements. This approach has four

(4) components: 1) continuous recycling and
reuse of water in the sugar milling, distillery,
and Cogen operations; 2) developing rain
water harvesting technologies; 3) improved
maintenance of water impounding ponds; and
4) expanding the liquid fertilization program of
the distillery.

The Company continues to: 1) complete

and upgrade its new facilities for pollution
prevention and control; 2) rehabilitate the
lagoons; and 3) engage in various community
projects, such as tree planting drives and

river rehabilitation programs to protect the
environment. The project in Malihao River, for
example, involves regular clean-up drives with
community residents and VMC employees, as
well as widening of canals to prevent flooding
in the area. This mitigates water pollution

and siltation and enhances livelihood in the
community.

VMC and the Department of Environment
and Natural Resources Region 6 also sighed
a Memorandum of Agreement (MOA) to
rehabilitate Sicaba River, a tributary that
crosses through the local government units
of Manapla and Cadiz City. Some of the river
rehabilitation measures identified in the
program include the regular clean-up of the
river, phyto- remediation programs through
constructed wetlands, planting of bamboo
and other species along river banks, rip-
rapping or coco-matting, construction and
greening of linear parks.

DENR will take charge of monitoring industrial
and commercial establishments that run
along the Sicaba River, assist in establishing
Materials Recovery Facilities in concerned
barangays, strictly implement and act

against violators of the Ecological Solid Waste
Management Act and Clean Water Act, and
assist in community social preparation and
other trainings for leaders and stakeholder
groups in the area.

VMC, on the other hand, will take charge of
undertaking regular water quality monitoring
of the river and its tributaries, assist DENR in
trainings and program implementations, and
help in community mobilization to support
the project.
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Environmental Programs

VMC remains committed to protecting

the environment and creating value to

the communities where it operates. The
Company helped to establish the multi-
partite monitoring team (MMT) with

the LGUs of Manapla and Cadiz in 2020,
involving government officials, environmental
agencies, health experts, and members of
the communities to work hand-in-hand in
preserving the environment.

VMC has regularly and consistently
budgeted and spent for measures to address
environmental concerns, like the foul odor
around the distillery reported in early 2020.
VMC has invested in modern structures and
technological processes to eliminate this
odor. Most recently, the Company spent for
the installation of an Anaerobic Digester to
lessen the presence of odor-causing bacteria
in the slops by 60-70% and then convert it to
biogas. It also installed an Automatic Flaring
System to eliminate odor-causing gases and
did improvements in wastewater treatment
methods at the aeration ponds, such as
filtration, aeration, and dosing of enzymes to

counteract the odor-causing chemical reaction

in the digesters. To help eliminate odor,
additional units of aspirating surface aerators
in the aeration ponds were also installed.

P

Y,

VMC has likewise been conducting tree-
planting activities in areas surrounding the
industrial and natural polishing lagoons and
aeration ponds to serve as natural air purifiers.
In the distillery and sugar mill area, over
275,000 seedlings in more than 250 hectares
of land were planted to sequester carbon
dioxide and serve as a natural filter to reduce
foul odor here.

Over P200 million was spent on these
improvements to ensure that the Company
remains environmentally compliant. Moreover,
the distillery is covered by the proper
Environment Compliance Certificate (ECC)
issued by the DENR/EMB for the operation

of its vacuum distillation, dehydrator, and
irrigation ponds. The distillery’s irrigation ponds
are also covered by the proper permits and
licenses.
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Waste Management

At the Manapla Distillery and Sugar Mill, the
recycling of slops into organic fertilizer and
the reuse of solid waste as soil conditioner

in sugarcane fields mitigate water pollution
and enhance waste recycling and the farmers’
livelihood.

Hazardous waste. As far as the generation

of hazardous and toxic wastes in the area is
concerned, the Company shall undertake the
following strategies: 1) compliance to RA 6969
Control of Toxic Substances and Hazardous
and Nuclear Wastes; 2) implementation of a
Procedural Manual for Chemical Management;
and 3) employees’ training.

In the short to medium term, the Company
shall undertake the following measures: 1)
renewal of its contract with the Hazardous
Waste Treater and Hauler accredited and
authorized by the government; 2) conduct of
regular supplier's audit to ensure compliance
to the standards; and 3) active participation
in environmental advocacy programs of the
government.

The Company shall also forge collaborative
ventures with universities and research
companies in piloting certain technologies
in the storage and disposal of hazardous
materials and their eventual replacement
by biodegradable and environment-friendly
materials.

Effluents. The Company’s practice of recycling
and reusing water has reduced sustained
groundwater and surface water pumping to
its mill, distillery, and co-generation plants,
leaving more resources for the community.
Such water recycling practice recharges

the area’s aquifer and allows for sustained
livelihood for the community.

The implementation of the closed loop system
is part of the company’'s commitment to
minimizing its dependence on water streams.
Moreover, plans to develop the natural lagoons
and its surroundings as a place where the
children in nearby communities can engage in
fishing activities, as well as a recreation spot for
residents and visitors, are already underway.
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Logistics Operations

With the formation of VMC's Sustainability
Management Team, the Company is able to
monitor and adopt corrective measures to
manage all its environmental impact.

The Company’'s regulatory compliance efforts
help build trust among the members of the
community, customers, and its employees and
stockholders. In this regard, it is the Company’s
policy to undertake consistent monitoring of
the continuing environmental impacts of all its
manufacturing and administrative operations.
The VMC Sustainability Team is tasked

to conduct on-going research on new
government environmental laws and
regulations and to ensure proper and timely
information dissemination among the
Company’s core business segments.

Guided by its recently-conducted Strategic
Audit (2021), the Company shall continue

to monitor its strengths and weaknesses in
implementing new environmental regulations
and align its manufacturing operations with
the Company’'s environmental conservation
targets.




VMC takes Brigada Eskwel further. Ni hools in Vi ias Ci I
CORPORATE SOCIAL RESPONSIBILITY Instoad of the daual clean.up of clucsrooms.  selected victorias Elementary Sehool,
—

and the repainting and beautification Daan Banwa Elementary School, Victorias
programs in the schools, VMC together with Milling Elementary School, Victorias North
the Victorias Milling Company Foundation, Elementary School, Victorias National High
Inc. (VMC Foundation) provided preventive School, Estado Elementary School, Barangay
COVID-19 equipment to 16 public schools Estado National High School, J.L. Suarez

in the local government units of Victorias, Elementary School, and Victorias National

Manapla, and Cadiz in time for the opening of  High School - Alfonso Sta. Ana MHS Ext.
the school year in October.

VMC donated alcohol, thermal scanners,

Beneficiaries were Burgos National High foot baths, and hand washing stations in
School, the Hon. Pedro Villena Memorial selected schools to help prevent the spread
Elementary School, Egido-Fernandez of the disease. The anti-COVID equipment
Elementary School, and Caduhaan Elementary were turned over to DepEd supervisors in
School in Cadiz City. Manapla recipients the three LGUs and will benefit over 19,000

include Begonia Elementary School, VICMICO  students and teachers.
Elementary School I, and Manapla National

VMC donates more than 50K liters of alcohol. |n total, VMC has donated over 50,235 liters High School - Purisima Ext.
In response to the COVID-19 crisis and the to all 32 local government units (LGUs) in

scarcity of ethyl alcohol in Negros Occidental Negros Occidental, the Red Cross, and various

after supply was compromised due to logistical government hospitals, particularly those that

difficulties, Victorias Milling Company, Inc. are COVID-designated health facilities. Several
(VMC) went full blast in its alcohol production alcohol containers were also sent to Negros
immediately after it was granted the necessary Oriental, Panay Island, the Province of Cebu,
permits by the Food and Drug Administration and the Bicol Region.

(FDA) and the Bureau of Internal Revenue (BIR)
in early 2020. VMC manufactured 70% ethyl
alcohol (VProtect) from its 95% ethyl alcohol
(rectified spirit) production.
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Hundreds of sugar farmers signed up for the
Planters Caravan, which started on August

10. The caravan was launched by VMC in
collaboration with Victorias Manapla Cadiz
Farmers Association Inc., Negrense Sugar
Planters Association Inc., and Negros del Norte
Planters Association.

It was VMC's way of bringing the mill to the
planters for their convenience. The activity

was a good exercise because, apart from the
sign-ups in preparation for the mill opening on
August 23, it was also an opportunity for VMC
to interact with its planters and answer their
queries.

The local government units, especially the
barangay officials, extended much-needed
help to ensure that proper health protocols
were maintained at the caravan site.
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VMC widens canal
for flood control

Victorias Milling Company
completed the clearing, widening
and deepening of the canal in New
Barrio, Canetown, Victorias City.

By doubling the size of the canal,
this project will help the flooding
problem that has affected nearby
residents in the past. The barangay
leaders have expressed their
commitment to keeping the canal
in proper working condition and its
surrounding area clean and safe for
the community at all times.
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EXECUTIVE OFFICERS EXECUTIVE TEAMS

Linley A. Retirado, Filipino, is
currently the appointed Chief
Manufacturing Officer. He is a
licensed Chemical Engineer. He was

Minnie O. Chua, Filipino, is Chairman and President of Philippine

the Vice Chairman, President Sugar Technologists Association, Inc.
and Chief Operating Officer of and currently a member of its Board
VMC. She is a Certified Public of Trustees. He is also a Director of
Accountant. She graduated VGEC. VGCCI and CDC.

Magna Cum Laude from the
University of St. La Salle with the
degree of Bachelor of Science in
Commerce major in Accounting.
Prior to VMC, she had extensive
banking experience having
worked for Solidbank and
Metrobank. She previously served
as Assistant Treasurer and Deputy
Chief Operating Officer for VMC.
She also serves as Chairman of
CDC and VALCO, President and
Director of VGEC, and Director of
VFC and VGCCI.

-G_.-r Wilberto Tiangson, Philip Vecino, Giannina Kaw, Linley Retirado,
_;j' Russel Servando, Salvador Arellano, Jr.

Eva A. Vicencio-Rodriguez, Filipino,
is the Chief Administrative Officer of
VMC. A lawyer, she holds a Master
in Business Administration degree

from the University of St. La Salle Kristine D. Cabuguason, Filipino, is the Chief Finance
and finished her BS Psychology Officer/Creditor- Appointed Controller of VMC. She
from West Negros College, Magna served as an Audit Director in SGV & Co. and previously
Cum Laude. She is also the Assistant Assistant Manager in EY assurance practice in the
Corporate Secretary and Compliance Philippines and Bahrain. She is a Certified Public

and Information Officer of VMC. Accountant in the Philippines and in the state of

She is the Corporate Secretary of California, USA. She completed a Bachelor's Degree in
the following VMC subsidiaries: VFC Accountancy at the University of St. La Salle. She is also
and VGCCI. She serves as President the Treasurer of the following VMC subsidiaries: VFC,
and Director of CDC, and also the VGCCI, VGEC, VALCO and CDC.

President and Director of VALCO. She
is currently the Chairperson of the
Victorias Mill District Development
Council Foundation, Inc.

Marlowe Lugador, Alain Macainan, Hanzel Malayo,
Anthony Sanchez, Renato Dunlao, Jr.
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EXECUTIVE TEAMS

POWER DIVISION FINANCE AREA

Glenn Sanchez, Raymond Ledesma,
Jesus Edmundo Cardenas, John Roel Rodriguez

ADMIN AREA

-G_.-r Debbie Jane Vallar, Allan Maravilla, Joseph Penuela, Minnie Chua,
' Sheila Cabrestante, Ellainne Muhal, Hector Solatorio,

u

- Joy Steve Lauren, Paulene Socorro Magbanua

Benefredo Regalado, Jose Ramon Eduardo Unson, Eva Rodriguez

Ve

Ve
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ENSURING
SUSTAINABILITY
FOR THE NEXT
15 YEARS

The Board of Directors, Management, and
staff of VMC commit themselves to the
principles of strong and ethical corporate
governance in the attainment of its
corporate goals and objectives.

The Board of Directors

VMC is headed by a Board that fosters the
long-term success of the Corporation and
sustains its competitiveness, growth, and
profitability in a manner consistent with its
corporate objectives and the long-term best
interests of its stockholders and stakeholders.
The Board conducts itself with utmost honesty
and integrity in the discharge of its duties,
functions, and responsibilities.

Backed with competence and expertise, the
members of the Board are able to fulfil its roles
and responsibilities and respond to the needs
of the organization based on the evolving
business environment and strategic direction.
All directors have a collective working
knowledge, experience, or expertise that is
relevant to the Corporation’s industry or sector.

The Board, composed of eleven (11)
directors, two (2) of whom are independent,
is responsible for effectively participating
and helping secure objective, independent
judgment on corporate affairs and to
substantiating proper checks and balances.

Board seats allocation follows:

1 - Secured Creditor
3 - Existing Stockholders
7 - Creditors with Debt Conversion

During VMC's Annual Stockholders’ Meeting
held on February 2, 2022, the following were
elected as members of the VMC Board of
Directors:

1. Wilson T. Young, Filipino, currently chairs
the Board of VMC and Perf Restaurants, Inc.
(franchisee of Burger King in the Philippines).
He is also a member of the Board of Trustees
of the University of the East and Vice-
Chairman of the University of the East Ramon
Magsaysay Memorial Medical Center, Inc,,
member of the International Board of Advisers
of the Philippine School of Prosthetics and
Orthotics, as well as member of the Board of
the following foundations: Mithing Pangarap
Foundation, Inc., Norfil Foundation, Inc., and
the National Defense College of the Philippines
Educational and Development Foundation, Inc.
He also serves as a member of the Board of
Admissions of the National Defense College of
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the Philippines and Chairman of Total Credit
Cooperative. He was an instructor of Taxation
and Accounting at Assumption College, San
Lorenzo Makati and Financial Accounting at
the Ateneo de Manila-Loyola. He is likewise a
director and/or officer of various family-owned
and controlled corporations, and was a former
director and officer of certain companies of
LT Group, Inc. Mr. Young is a Certified Public
Accountant and holds a Master's Degree in
National Security Administration.

2. Minnie O. Chua, Filipino, is the Vice
Chairman, President and Chief Operating
Officer of VMC. She is a Certified Public
Accountant. She graduated Magna Cum Laude
from the University of St. La Salle with the
degree of Bachelor of Science in Commerce
major in Accounting. Prior to VMC, she had
extensive banking experience having worked
for Solidbank and Metrobank. She previously
served as Assistant Treasurer and Deputy Chief
Operating Officer for VMC. She also serves as
Chairman of CDC and VALCO, President and
Director of VGEC, and Director of VFC and
VGCCI.

3. William Y. Chua, Filipino, is the President
of Agro Bulk Marine Corporation, Wilch Realty
Corporation, and MC Metroplex Holding Corp.
He is also the Vice President of Oro Allado
Commodities, Inc., and Federation of Sugar
Traders of the Philippines.

4. Reggie Hannah Y. Lorenzo, Filipino, is the
Treasurer of VMC, and Chairman of the Audit
and Risk Committee. She is a Certified Public
Accountant. She graduated in the top 10%
of her class from the University of St. La Salle
with the degree of Bachelor of Science in
Accountancy. She holds a Masters of Business
Administration degree from the Hong Kong
University of Science & Technology. She served
as Junior Auditor of Sycip, Gorres, Velayo &
Co. and as General Manager of VCY Sales
Corporation. She is presently the Investment
Manager of the VCY Group of Companies.

5. Peter Y. Ong, Filipino, was elected to the
Board of VMC on May 27, 2016 and is a
member of the Audit and Risk Committee and
Budget Committee. He serves as President

of Network Holdings & Equities Corp. He

also serves as Treasurer of Cosmic Holdings
Corporation and Merit Holdings & Equities
Corp. He is a consultant of Philippine Airlines,
Inc. and served as President of Air Philippines

Corporation. He is a director of Fortune
Tobacco Corporation where he also served as
Senior Vice President for Production. He served
as Senior Vice President of Allied Savings Bank
from 2001 to 2009. He is a director of LT Group,
Inc., Allied Bankers Insurance Corporation,
Allied Leasing & Finance Corporation, Solar
Holdings Corporation, Basic Capital Investment
Corp., Iris Holdings & Development Corp., Allied
Savings Bank, and Eton Properties Philippines,
Inc.

6. Anna Rosario V. Paner, Filipino, is the

Chair of the Legal, Nominations, Corporate
Governance and Related Party Transactions
Committee. She has been a private law
practitioner since 1996 and is one of the
founding partners of Paner & Ypil Attorneys-
at-Law (formerly Paner Hosaka & Ypil
Attorneys-at-Law). She is currently the Vice-
Chairman of Victorias Foods Corporation (VFC),
President of Victorias Golf & Country Club, Inc.
(VGCCI), and Corporate Secretary of Victorias
Agricultural Land Corp. (VALCO) and Canetown
Development Corporation (CDC). She holds

a Juris Doctor degree from the Ateneo de
Manila School of Law and a Master's Degree

in National Security Administration from the
National Defense College of the Philippines.

7.Michael G. Tan, Filipino, is presently the Chief
Operating Officer of Asia Brewery, Inc. and the
President and Chief Operating Officer of LT
Group, Inc. (formerly Tanduay Holdings, Inc.).
For the past years, he served as a director of
the following corporations: Abacus Distribution
Systems Philippines, Inc., Allied Banking
Corporation, Eton Properties, Inc., Philippine
National Bank, and PMFTC.

8. Lucio C. Tan lll, Filipino, is currently the
President and COO of Tanduay Distillers,

Inc. He serves as Director of the LT Group,
MacroAsia Corporation, PAL Holdings,
Philippine Airlines (PAL), and Air Philippines
Corporation. He graduated Summa Cum
Laude from Stanford University in 2015 and
has a degree in Electrical Engineering. He also
has a Master's Degree in Computer Science
from the same university.

9. Victor T. Yu, Filipino, is presently the
Consultant of Sales and Business Development
of VMC. He took up BS Management and
Industrial Engineering at Mapua Institute of
Technology. He is also a Master's Degree holder
in Business Administration from University of
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the Philippines, Diliman, Quezon City. He is
currently the General Manager of Victorias Golf
& Country Club, Inc. and has been a director
of VMC since February 7, 2017. He is also the
President of Victorias Foods Corporation.

10. Alvin C. Yu, Filipino, is the President of
Narra Capital Investment Corporation, Bacolod
DN Triumph Steel Corporation, and Bacolod
Twinstar Shipping Corporation. He is the

Vice President of VCY Sales Corporation and
the Manager of Bacolod Triumph Hardware.
He graduated from the Ateneo de Manila
University with a Management Engineering
degree and completed the Owner/President
Management Program from Harvard Business
School.

11. Martin C. Yu, Filipino, he has been a
director of VMC since February 4, 2014,

and President of Firefly Electric & Lighting
Corporation since 2001. Mr. Yu has also been a
director of VCY Sales Corporation since 1998.
He took up Business Management at the
Ateneo de Manila University and completed
the Owner/President Management Program
from Harvard Business School.

Board Meetings

The Board held six (6) meetings after the
February 2, 2021 Annual Stockholders’
Meeting. Below is the attendance report of the
Directors in the regular meetings:

Board Committees

In compliance with the principles of good
corporate governance and to assist the

Board in its duties, five (5) committees were
established. The Committees are composed

of Board members whose duties and working
procedures are defined in the Committee
Charters. Each Committee is required to report
on a regular basis to the Board.

Executive Committee. The Committee is
comprised of eight (8) members of the Board
of Directors. It functions on behalf of the
Board during intervals between its meetings,
as deemed necessary and exercises all duties
delegated to it with respect to approval of
capital expenditures and any or all asset
disposals, sale or similar dispositions. It also
performs oversight functions on the strategic
initiatives identified by the Board.

Chairman: Mr. Wilson T. Young
Members:

Ms. Minnie O. Chua
Mr. Lucio C. Tan, Il
Mr. Michael G. Tan
Mr. Alvin C. Yu

Mr. Martin C. Yu
Mr. Victor T. Yu

Mr. William Y. Chua

ATTENDANCE REPORT OF DIRECTORS IN REGULAR MEETINGS

NAME DESIGNATION

Wilson T. Young Chairman

Minnie O. Chua Vice Chairman

William Y. Chua Member
Reggie Hannah Y. Lorenzo Member
Peter Y. Ong Member

Anna Rosario V. Paner Member
Michael G. Tan Member
Lucio C. Tan, Il Member
Victor T. Yu Member

Alvin C. Yu Member

Martin C. Yu Member

NO. OF MEETINGS
HELD DURING
INCUMBENCY

NO. OF MEETINGS
ATTENDED DURING
INCUMBENCY

PERCENTAGE

6 6 100%
6 6 100%
6 6 100%
6 6 100%
6 6 100%
6 6 100%
6 6 100%
6 4 66%
6 6 100%
6 6 100%
6 6 100%
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Audit and Risk Commiittee. This is composed
of five (5) members who have accounting,
auditing, and finance backgrounds. Members
of the Committee are knowledgeable and
experienced on risk and risk management.

Chairman: Ms. Reggie Hannah Y. Lorenzo
Members:

Atty. Anna Rosario V. Paner
Mr. Peter Y. Ong

Mr. Martin C. Yu

Mr. Victor T. Yu

Human Resource and Remuneration
Committee. Having five (5) members, the
Committee assists the Board in its human
resources management and oversight
responsibilities in accordance to the law and
with utmost consideration of the interest

of its shareholders, creditors, and other
Stakeholders.

Chairman: Ms. Minnie O. Chua
Members:

Mr. William Y. Chua
Mr. Lucio C. Tan, Il
Mr. Alvin C. Yu
Mr. Victor T. Yu

Legal, Nominations, Corporate Governance,
and Related Party Transactions Commiittee.
Comprised of five (5) members of the Board of
Directors, the Committee's primary function

is to ensure the Company's compliance to
laws and rules & regulations of concerned
government agencies. It is also tasked to
monitor and report to the Board the status of
cases concerning the Company.

Chairman: Atty. Anna Rosario V. Paner
Members:

Mr. William Y. Chua

Ms. Minnie O. Chua

Mr. Lucio C. Tan, Il
Mr. Wilson T. Young

Budget Committee. The Committee has five
(5) members and provides assistance to the
Board by providing sound advice on financial
matters in accordance with the principles of
good corporate governance.

Chairman: Mr. Alvin C. Yu
Members:

Ms. Minnie O. Chua

Ms. Reggie Hannah Y. Lorenzo
Mr. Peter Y. Ong

Mr. Michael G. Tan

DISCLOSURES

1. 15 July 2021 - Clarification of News Report:
VMC allowed to build transmission line for
40MW biomass-fired plant, July 15, 2021,
Philippine Daily Inquirer.

2. 14 July 2021 - Amended report relative

to the Energy Regulatory Commission (ERC)
decision relative to the application of VMC

for authority to develop, own, operate and
maintain a dedicated point-to-point (P2P)
limited facilities to connect to the transmission
system of the National Grid Corporation of the
Philippines.

3. 14 July 2021 - Energy Regulatory
Commission (ERC) decision relative to the
application of VMC for authority to develop,
own, operate and maintain a dedicated point-
to-point (P2P) limited facilities to connect to
the transmission system of the National Grid
Corporation of the Philippines.

4. 25 May 2021 - Press release of the
procurement of CoViD-19 vaccines for its
employees.

5.6 May 2021 - Press release, VMC's 102 years.

6. 02 February 2021 - Results of the Annual
Stockholders’ Meeting and Organizational
Meeting.

7. 22 December 2020 - Submission of official
email addresses and cellular phone numbers.

8. 4 December 2020 - Board approval of
nominees to the Board of Directors for year
2021 -2022.
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9. 03 December 2020 - Attendance of VMC's
members of the Board and Officers to
Corporate Governance Orientation Program on
25 November 2021.

Whistleblowing Policy

Integral to the business philosophy of VMC
are integrity and accountability. As a matter
of policy, all of VMC's directors, managers, and
employees are expected to act with integrity
and honesty, and always in accordance with
Philippine laws.

The Policy on Whistleblowing aims to assist
individual employees to disclose information
related to a suspected misconduct,
malpractice, or irregularity through a
confidential reporting channel. It is not
designed to further personal disputes or
question financial or business decisions taken
by the Corporation.

To encourage its employees to maintain

the highest standards of integrity and
accountability, VMC encourages employees
to report internally any suspected or actual
violation of company policy, practice, law,

or regulation by opening channels that will
enable employees to report these in person
or anonymously. The whistleblower will be
protected against retaliation, discrimination,
harassment, or adverse personnel action for
reporting in good faith a suspected or actual
violation.

Conflict of Interest

All members of the Board of Directors, officers,
executives, employees, and consultants of VMC
are prohibited from acquiring any personal

or pecuniary interest, actual or apparent, that
is in conflict with their duties in VMC. They
must disclose in writing any actual or potential
instances of conflict of interest and likewise
inhibit himself/herself from direct or indirect
participation at any stage of the transaction
and shall not sign any document related to it.

Related Party Transactions

VMC is committed to ensuring that its
financial statements contain the disclosures
necessary to draw attention to the possibility
that its financial position and profit (or loss)
may have been affected by the existence of
related parties, and by the transaction and

outstanding balances, including commitments,

with such parties.
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A “Related Party” or “Corporation,” or any

of its subsidiaries or affiliates shall disclose

any related party transaction to VMC's Risk

& Corporate Governance Committee before
entering into any transaction with VMC. VMC
on the other hand, shall be responsible for the
disclosure of related party transactions and
other applicable disclosure requirements of
the Securities and Exchange Commission. It
shall likewise review related party transactions
and determine if these should be governed by
its Policy on Conflict of Interest.
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FIRM PRINCIPLES. WISE SOLUTIONS e TETE

INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
Victorias Milling Company, Inc.

WMC Compound, 1.J. Ossorio Street, Barangay XVI
Victorias City, Negros Occidental

Opinion

We have audited the accompanying consolidated financial statements of Victorias Milling Company, Inc.
and Subsidiaries (the Group), which comprise the consclidated statements of financial position as at

N August 31, 2021 and 2020, and the consolidated statements of income, consolidated statements of
comprehensive income, consolidated statements of changes in equity and consolidated statements of
VICTORIAS MILLING COMPANY, INC. cash flows for the years ended August 31, 2021, 2020 and 2019, and notes to consolidated financial

statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at August 31, 2021 and 2020, and their consolidated

VlCTORlAS M | LL' NG COM pANY |NC financial performance and their consolidated cash flows for the years ended August 31, 2021, 2020 and
’ ‘ 2019, in accordance with the Philippine Financial Reporting Standards (PFRS).
AND SUBSIDIARIES

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (P5A).  Our

Consolidated Financial Statements responsibilities under those standards are further described in the Auditors’ Responsibilities for the
AU g ust 31 2 02 1 2 O 2 O an d 2 O 1 9 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 the audits 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.

and Independent Auditors' Report

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements.

These matters were addressed in the context of our audits of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Accounting for Sugar Inventories

Sugar inventories amounted to RB333.7 million as at August 31, 2021. The accounting for sugar
inventories is significant to our audit because it represents 9% of total current assets and includes
accounting for quedans, a negotiable instrument representing sugar ownership, and sugar delivery
orders. Count procedures require the determination of sugar inventory accountabilities to third parties.

THE POWER OF BEING UNDERSTOOD U . —
AUDIT | TAX | CONSULTIN RSM
7]

the RSM network. Each member of the RSM network i an independent accounting and consulting firm, and practices in its own right. The RSM netwark is
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Our procedures included, among others, understanding of the inventory management process, including
guedan monitoring, testing of relevant controls and inventory cost, observation of physical inventory
count, review of inventory count summarization, testing of inventory count reconciliation, testing the
reasonableness of assumptions used in determining the net realizable value, validation of sugar
accountability report, including checking the sufficiency of sugar against outstanding quedans, checking
the Group's compliance with the relevant regulations issued by the Sugar Regulatory Administration and
ensuring the completeness of disclosures in the consolidated financial statements. The sugar inventories
as at August 31, 2021 were fairly accounted for.

MNecessary disclosures are included in Note 5, Inventories and Note 28, Summary of Significant
Accounting Policies.

Estimating Provision for Legal Claims

Provision for legal claims amounted to B322.9 million as at August 31, 2021. Estimating provision for
legal claims is significant to our audit because it represents 37% of total noncurrent liabilities. Moreover,
it involves significant assumptions and high degree of judgment in estimating the timing and amount of
the claims.

Our procedures included, among others, confirmation with legal counsel of the likely outcome of the
legal claims and best estimates of claims, evaluation of competence of legal counsel engaged by
management, assessing the reasonableness of assumptions used in determining the amount of
provision and ensuring the completeness and appropriateness of disclosures in the consolidated
financial statements.

Necessary disclosures are included in Note 11, Provisions for Legal Claims and Note 28, Summary of
Significant Accounting Paolicies.

Revenue Recognition of Sugar Milling Operations

The Group's revenue from milling services and the receipt of its share on raw sugar and molasses
produced are recognized based on fair market value at the date of production. The revenue from milling
services amounted to B1,395.8 million for the year ended August 31, 2021. This is significant to our audit
because it represents 19% of total revenue. Moreover, the revenue recognition is considered a complex
transaction involving management judgment and estimates on various inputs affecting the recognition,
timing and measurement of revenue, cost of sales and services and inventories requiring significant
audit attention.

Our procedures include, among others, the review of the application of the revenue recognition
guidance, understanding of the process of its implementation, testing of relevant controls, review of
milling and sale arrangements with the Group’s customers and validation of inputs in determining the
revenue and cost of services and goods sold recognized, as well as ensuring the completeness and
appropriateness of disclosures in the consolidated financial statements.

Mecessary disclosures are included in Note 16, Revenue, and Note 28, Summary of Significant
Accounting Policies.
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Other Information

Management is responsible for the other information. The other information comprises the information
included in the Securities and Exchange Commission (SEC) Form 20-15 (Definitive Information
Statement), SEC Form 17-A and Annual Report as at and for the year ended August 31, 2021, but does
not include the consolidated financial statements and our auditors’ report thereon. The SEC Form 20-1S
(Definitive Information Statement), SEC Form 17-A and Annual Report as at and for the year ended
August 31, 2021 are expected to be made available to us after the date of the auditors’ report.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information identified in the foregoing when it becomes available and, in doing so, consider
whether the other information is materially inconsistent with the consolidated financial statements or
our knowledge obtained in the audit 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 the 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 Group or
to cease 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’ Responsibility 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 ocur 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 aggregate, these could reasonably be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.
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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 contral.

*  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 Group’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 Group'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 consolidated 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 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 a manner that achieves fair presentation.

»  (Obtain sufficient appropriate audit evidence regarding the financial information of the subsidiaries
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 audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audits.

Woe 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.
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From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements and are therefore
considered key audit matters. We describe these matters in our auditors’ report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that 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.

REYES TAcANDONG & Co.
N | I

HAYDEE M. REYES

Partner

CPA Certificate No. 83522
Tax Identification No. 102-095-265-000
BOA Accreditation Mo. 4782; Valid until April 13, 2024
SEC Accreditation No, 83522-5EC Group A
Issued March 10, 2020
Walid for Financial Periods 2019 to 2023
BIR Accreditation No. 08-005144-006-2019
Valid until October 20, 2022
PTR No. 8534276
Issued January 5, 2021, Makati City

December 7, 2021
Makati City, Metro Manila
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VICTORIAS MILLING COMPANY, INC. AND SUBSIDIARIES

REPORT OF INDEPENDENT AUDITORS
ON SUPPLEMENTARY SCHEDULES FOR FILING WITH THE
SECURITIES AND EXCHANGE COMMISSION

The Stockholders and the Board of Directors
Victorias Milling Company, Inc.

VMC Compound, J.). Ossorio Street, Barangay XVI
Victorias City, Negros Occidental

We have audited in accordance with Philippine Standards on Auditing, the consolidated financial statements of
Victorias Milling Company, Inc. (the Parent Company) and Subsidiaries (the Group) as at August 31, 2021 and 2020 and for
the years ended August 31, 2021, 2020 and 2019, and have issued our report thereon dated December 7, 2021, Our audits
were made for the purpose of forming an opinion on the basic consolidated financial statements taken as a whole. The
accompanying Supplementary Schedules for submission to the Securities and Exchange Commission are the responsibility of
the Group's management.

The supplementary schedules include the following:

*  Schedules Required under Annex 68-) of the Revised Securities Regulation Code (SRC) Rule 68 as at and for the year
ended August 31, 2021

« Reconciliation of the Retained Earnings Available for Dividend Declaration of the Parent Company for the year ended
August 31, 2021

*  Schedule of Financial Soundness Indicators as at and for the years ended August 31, 2021 and 2020

*  Corporate Structure as at August 31, 2021

The financial soundness indicators are not measures of operating performance defined by the Philippine Financial Reporting
Standards and may not be comparable to similarly titled measures presented by other companies, The components of these
financial soundness indicators have been traced to the Group’s consolidated financial statements as at August 31, 2021 and
2020 and for the years ended August 31, 2021, 2020 and 2019, and no material exceptions were noted.

The supplementary schedules are presented for purposes of complying with the Revised SRC Rule 68, and are not part of
the basic consolidated financial statements. The supplementary schedules have been subjected to the auditing procedures
applied in the audits of the basic consolidated financial statements and, in our opinion, fairly state, in all material respects,
the financial data required to be set forth therein in relation to the basic consolidated financial statements taken as a whole.

REYES TacaNDONG & Co.

HAYDEE M. REYES

Partner
CPA Certificate No. 83522
Tax Identification Mo, 102-095-265-000
BOA Accreditation Mo, 4782; Valid until April 13, 2024
SEC Accreditation Mo, 83522-5EC Group A
Issued March 10, 2020
Valid for Financial Periods 2019 to 2023
BIR Accreditation No. 08-005144-006-2019
Valid until October 20, 2022
PTR Mo, 8534276
Issued lanuary 5, 2021, Makati City

December 7, 2021
Makati City, Metro Manila

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
Amounts in Thousands

August 31
Mote 2021 2020
ASSETS
Current Assets
Cash and cash equivalents 2 ®538,701 B522,113
Investments in Unit Investment Trust Fund 3 1,108,571 116,496
Trade and other receivables 4 808,186 498 468
Inventories S 975,741 1,648,265
Other current assets 5] 420,041 352,519
Total Current Assets 3,851,240 3,137,861
MNoncurrent Assets
Property, plant and equipment 7 5,596,835 5,617,249
Investment properties 8 672,097 605,749
Other noncurrent assets 9 229,866 197,200
Total Noncurrent Assets 6,498,798 6,420,198
210,350,038 £9,558,059
LIABILITIES AND EQUITY
Current Liabilities
Trade payables and other current liabilities 10 571,852 B487,361
Income tax payable 16,194 55,901
Total Current Liabilities 588,046 543,262
MNoncurrent Liabilities
Payable to claimants, net of current portion 10 151,580 166,473
Provisions for legal claims 11 322,858 310,866
MNet deferred tax liabilities 20 326,311 406,507
Retirement liability 21 55,679 54,413
Other noncurrent liabilities 6,000 6,000
Total Noncurrent Liabilities 862,428 944,259
Total Liabilities 1,450,474 1,487,521
Equity Attributable to Shareholders of Parent Company 13
Capital stock 3,042,061 3,042,061
Additional paid-in capital 840,720 840,720
Convertible notes awaiting conversion 5,450 5,450
Retained earnings 6,228,232 5,413,264
Other equity reserves 281,878 266,237
Treasury stock - at cost (1,501,882) (1,501,882)
Total Equity Attributable to Shareholders of Parent Company 8,896,459 8,065,850
Noncontrolling Interests 3,105 4,688
Total Equity 8,899,564 8,070,538
210,350,038 #9,558,059

See accompanying Notes to Consolidated Financigl Statements.
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CONSOLIDATED STATEMENTS OF INCOME CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Amounts in Thousands, except Basic/Diluted Earnings per Share Amounts in Thousands
MNote 2021 2020 2019 Note 2021 2020 2019
REVENUE 16
Sale of goods 5,537,239 B4,741,426 #5,012,023 NET INCOME P786,236 P839,881 P816,378
Service income 1,931,008 2,213,982 567,606 OTHER COMPREHENSIVE INCOME (LOSS)
7/468,247 6,955,408 >,2/3,623 Items that will not be subsequently reclassified to
COST OF SALES AND SERVICES 17 6,315,344 5,464,045 4,156,582 profit or loss:
Effect of change in income tax rate 20 37,753 - -
Lt i 1 1,152,903 1,491,363 1,423,047 Remeasurement gain (loss) on retirement liability 21 6,716 (5,517) (5,662)
OPERATING EXPENSES 18 Deferred tax relating to components of other
General and administrative 372,995 434,032 670,515 comprehensive income (loss) (1,679) 11,146 1,699
Selling 156,846 160,221 179,596 Revaluation increment of property, plant and
529,841 594,253 850,111 equipment 7 = (31,638) -
42,790 (26,009) (3,963)
FINANCE COST 12 (31,479) (56,526) (58,093)
OTHER INCOME - Net 19 269,462 156,111 544,170 TOTAL COMPREHENSIVE INCOME RB829,026 BE13,872 B812,415
INCOME BEFORE INCOME TAX 861,045 996,695 1,059,013 Total Comprehensive Income (Loss) attributable to:
INCOME TAX EXPENSE (BENEFIT) 20 Shareholders of Parent Company #830,609 RB814,022 #813,531
Current 120,187 167,057 121,207 Noncontrolling interests (1,583) (150) (1,116)
Deferred (45,378) (10,243) 121,428 R829,026 B813,872 £812,415
74,809 156,814 242 635
See accompanying Notes to Consolidoted Financial Statements.
NET INCOME R786,236 B839,881 RBB16,378
Net Income (Loss) attributable to:
Shareholders of Parent Company R787,819 £240,031 B817,494
MNoncontrolling interests (1,583) (150) (1,118)
R786,236 839,881 RBB16,378
Earnings per Share for Net Income attributable
to Shareholders of Parent Company
Basic and Diluted 14 R0.29 R#0.31 R0.30

See gccompanying Notes to Consolidated Financigl Statements,
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
Amounts in Thousands

Egquity Altributabls 1o Shargholdani of Pargnt Company

Comstrtibile
Additional Motes Amwting Artaned Diher Eguity
Capétal Stock Paidin Capital ComerLian EFTings Reenve Tresury ook Konoonrolling
Hote 13] Mot 13 Motz 13 {Koae 13| [ Have 13] (Mot 130 Total IR RS Tatal Equity
Balanoe s ot September 1. 2018 P3 047,061 PEAD, T2 L] FLEDT B33 FIEG, 440 PL, 500 BE2) 6, 3500611 5,554 PB 366575
Compreherdve isome |kl
Pt i [hodd) #7494 EIT 4094 [L188] B15.3TE
DT ooenpeeien s e oy = - - = §3563) - [3.53] = {3,963
Total prehemae mgoma (i) = - - #rags (BE - FLEMIL L8] H1d.a1%
Trafles o SEGAlNTn IEAHTENAT 6 FELiined
Earnings 43,835 |43 886)
Balanoes a ot August 31, 3015 3,017,061 BAD TN 5,850 44565, 212 318,591 [0, 500,BE2) 7,174,152 & K38 T.UTE 390
Effect of adoption of Philippine
Interpregaticns Commistes (FIC) Questions
and Answers [QBA] No. 301503 {Kote 28] = = = ITETR = = ITEMR = TT6TE
Balance i ol Septembes 1, 2019 3041061 A0, T2 5,850 4,545,538 318,503 [4,504,BE2) 1isLE8 4838 T.156. 565
Compreherdmg isdomes |l
Kt ingame (o] - = = E40,031 - = &40.001 i15a] AYLARY
Dhei comprehefiie kas | 26, 0 26,008 | |26, 000
Total compreherve oo floas] - - - 240,001 |26,009) - E14007 {150] 813,872
Trareder of revaluation increment bo retained
wamings - = - 2015 263451 = = - -
Balafidi wni o Aupaat 31, 000 3.04F,061 A, T 5,450 5405, 154 26E, 257 [8,500,BE2) 0085 850 & 6a8 E0PD 538
Comprehemia insoma kel
Hat income [oss| - - - 78T A9 - - TATELD [1L583) e 236
A cOmpreheruve Nnoome - - - = 10 - ALT90 = Lt B
Taitsl ¢ cmgnshadme Resss fleid) - = = TATALS A, P = E30,E00 [1,543] AXODE
Trarster of revaluation increment b retained
sarning - - - 27,088 |27, 048] - - - -
Balances o ol Aul 11 2071 (F1, 043, 041 FEA, T2 5,450 PLIZE2AT FIHLATE |I‘LMI PRI, 459 LES T [P, B53, el
- N — — —=
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CONSOLIDATED STATEMENTS OF CASH FLOWS
Amounts in Thousands

Motes 2021 2020 2019
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax FEG1,045 P396,505 R1,059,013
Adjustments for:
Depreciation and amortization 7 408,733 463,702 340,990
Pravisions for [reversal of) impairment losses on:
Input and advance output value-added tax & (55,204) - 55,204
Trade and other receivables 4 3,731 552 1.997
Froperty, plant and equipment T - - 69,782
Advances to a supplier 5 - - 38,000
Finance cost 17 31,479 56,576 58,003
Provision for inventory write-down and cbsolescence 5 22,036 5,965 -
Retirement benefits 21 13,217 4,702 11,038
Gain on sale of investments in Unit Invesoment Trust
Fund 3 (6,140} {1,560) (17,783)
Net additions to (reversal of) provisions for legal daims 11 (3,888) 22,286 67,849
Interest income 2 (1,998) {2,840) (10,485)
Less (gain) on dispesal of:
Property and eguipment 7 - 82,529 -
Investment property B - (20,367} {4, 000)
Unrealized gain on fair value changes of investrments in
Unit Investment Trust Fund 3 |&0&) {651) {2,157)
Gain on fair value changes of investment properties g [42,068) (37,905} (14,630)
Insurance claims 7 - - {517,155}
Operating income before working capital changes 1,230,339 1,549,654 1,141,749
Changes in operating assets and labilities:
Decrease (Increase) in current assets:
Trade and other receivables {313,449) {120,865) 35,533
Imventaries 650,488 (846, 743) (32,267)
Other current assets (12,318) 141,342 49,384
Increase (decrease) in trade payables and other
current liabilities 84,491 25,891 (145,8388)
Net cash generated from operations 1,639,551 749,279 1,048,561
Income tax paid {159,894) (138,709} {154, 258)
Contributions to the retirement fund 21 (5,000} (1) [10,000)
Interest received 1,998 2,840 10,486
Retirement benefits paid 21 235) - 1,315}
Net cash provided by operating activities 1,476,420 615,409 893,476
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to:
Investments in Wnit lnvestment Trust Fund 3 {1,282,100) {131,923) (970,229)
Property, plant and equipment 7 {280,132) {363,578) (436,565)
Proceeds from disposal of:
Imvestments in Linit Investrment Trust Fund 3 296,771 127,095 1,153,521
Investment properties g - 7.870 -
Property, plant and equipment 7 - 165 -
Decrease [increase) in other noncurrent assets (53,873) 153,397 (122,891)
Proceeds from insurance claims 7 - - 517,155
et cash provided by (used in) investing activities (#1,429,340) [206,494) F140,%90
Naote 2021 2020 2019
CASH FLOWS FROM FINANCING ACTIVITIES
Payments of:
Liabilities to claimants 0 |#30,492) [#30,492) K-
Long-term bormowings 12 - {455,000) {755,000)
Interest 12 - [1%,963) [20,479)
Cash used in financing activities [30,492) {344,455) {775,479)
MET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS 16,588 (135,540) 258,987
CASH AND CASH EQUIVALENTS AT BEGINNING
OF YEAR 522,113 657,653 398,666
CASH AND CASH EQUIVALENTS AT END OF YEAR 2 R538,701 F522.113 FES7,653

Se occompanying Nates to Consolidated Finonoial Stobements,
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VICTORIAS MILLING COMPANY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
All Amounts are in Thousands, unless otherwise Stated

1. Corporate Information, Status of Operations and Rehabilitation

Victorias Milling Company, Inc. (herein referred to as the Parent Company or VYMC) was originally
organized and registered on May 7, 1919 with the Philippine Securities and Exchange Commission
(SEC) primarily to operate mill and refinery facilities for sugar and allied products, as well as to
render engineering services.

On July 3, 2013, the SEC approved the Parent Company's amended articles of incorporation to
include, as among its business purposes, ethanol and/or potable alcohol production, infrastructure
development, transportation, telecommunication, mining, water, power generation, recreation, and
financial or credit consultancy.

WMC's commaon shares are listed in the Philippine Stock Exchange (PSE). VMC undertook a public
offering of its common shares in 1993, There has been no subsequent listing made after its initial

offering.

The Parent Company has the following subsidiaries:

Effective

Subsidiaries MNature of Business Ownership
Victorias Foods Corporation (VFC) Food Processing and Canning 100%
Victorias Agricultural Land Corporation (VALCO)  Agricultural Land Leasing and Cultivation 100%
Victorias Green Energy Corporation (VGEC) Co-generation of Energy 100%
Canetown Development Corporation (CDC)* Real Estate Development and Selling 93%
Victorias Golf and Country Club, Inc. (VGCCI) Not-for-profit Golf Facilities 81%
Victorias Quality Packaging Company, Manufacture of Bags and Packaging

Inc. (VQPC) Materials 55%

*The effective ownership is inclusive of 5% indirect ownership through VALCO.

The Parent Company and its subsidiaries (collectively herein referred to as the Group) were
incorporated in the Philippines.

Status of VMC's Rehabilitation Plan
On July 4, 1997, VMC filed a petition for rehabilitation with the SEC because of financial difficulties,
The trading of VMC shares in the PSE was temporarily suspended but on May 21, 2012, the SEC and
the PSE lifted the suspension order.

Based on the SEC Orders dated June 2, 1999, August 17, 1999 and August 19, 1999, the SEC
approved VMC's Updated Rehabilitation Plan dated September 25, 1998, subject to the First
Addendumn to the Rehabilitation Plan as at February 5, 1999 and the Second Amendment to the
Rehabilitation Plan dated July 22, 1999 (collectively the “Original Rehabilitation Plan”).
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As part of the implementation of the Original Rehabilitation Plan, VMC and the Management
Committee created by the SEC (the “YMC Mancom”) conducted a public bidding of 53.35% of VMC's
outstanding capital stock, which bidding was declared a failure by the YMC Mancom for the reason
that the deadline for the submission of the bids had expired without any bid having been submitted.

In view of the failure of the bidding, the VMC Mancom, as mandated by the Original Rehabilitation
Plan, submitted to the SEC on May 11, 2000 an Alternative Rehabilitation Plan (the Plan), which was
duly approved on November 29, 2000. A key element of the Plan is the restructuring of VMC loans.
WVMC and its creditors executed a Debt Restructuring Agreement (DRA) dated April 29, 2002.

The main basic features of the Plan and the DRA are as follows:

1. Increase in authorized capital stock from B496.0 million, consisting of 496.0 million common
shares at B1 par value a share, to B4.61 billion, consisting of 4.61 billion common shares at the
same par value.

2. Conversion of a portion of the principal of the unsecured loans and all unpaid interest into equity
amounting to B1.1 billion.

3. Conversion of a portion of unsecured loans into Convertible Notes (CN) amounting to B2.45 billion
(Mote 13).

4. Restructuring of the secured and unsecured loans aggregating 4.4 billion over a period of
15 years, including a three-year grace period for the principal, at 10% annual interest for Philippine
Peso-denominated loans and at 6% for U.S. Dollar-denominated loans.

Pursuant to the Plan, VMC has implemented the following:
1. VMC has increased its authorized capital stock to B3.04 billion at B1 par value a share.

2. R1.1 billion unsecured loans from creditors were converted into VMC commeon shares at 1 of
debt to one common share at B1 par value a share.

3. Unsecured loans from creditors amounting to B2.4 billion were converted into CN at 8%
interest, payable in 15 years. As at August 31, 2021 and 2020, CN awaiting conversion amounted
to B5.45 million, which includes accrued interest amounting to B2.50 million.

4, The restructured loans from unsecured and secured creditors aggregating B4.4 billion with 10%
interest for Philippine Peso-denominated loans and 6% interest for U.S. Dollar-denominated
loans were fully paid as at May 31, 2013.

As part of VMC's debt restructuring, the restructured trade liabilities were also fully paid in 2013.

As at the report date, VMC is compliant with the provisions of the Plan. There were, however, claims
against VMC for Refined Sugar Delivery Order (RSDO) and Refined Sugar Quedan (RSQ) purportedly
issued by VMC, which were allegedly used by North Negros Marketing Company, Inc.
(NONEMARCO) to avail of bank loans for NONEMARCO’S own use and benefit. These were subject
to litigation before the SEC.
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In the SEC's Order dated December 3, 2018, it approved the (i) alteration or amendment of the Plan
and DRA dated April 29, 2002 of VMC; and (ii) final amount due to the RSDO and RSQ claimants as
full settlement of their claims payable beginning December 2019 over a period of 10 years
(Motes 10 and 24).

Accordingly, VMC is still under rehabilitation as at August 31, 2021 and 2020. A Rehabilitation
Receiver continues to monitor, together with the elected Board of Directors (BOD) and committees,
the successful completion of the rehabilitation of VMC,

In its efforts to achieve continuing successful operations, VMC has continuously focused its
corporate objectives, goals, strategies, and measures to attain sustainable financial stability through,
among others: (a) synchronization of refined sugar and raw sugar operations; (b) significant
improvements in plant efficiency; (c) increase in profitability by addressing cost efficiency through
trimming down of corporate expenses; (d) ongoing programs for the optimization of human
resources and (e) effective cash flows management leading to early repayment of debts.

Status of Operations

The COVID-19 pandemic which broke out in early 2020 resulted to nationwide mandated lockdowns
and negatively impacted the Philippine economy. Management, however, believes that with the
Group’s strong financial position it can readily meet its maturing obligations and continue as a going
concern.

The Parent Company's registered principal place of business is located at VMC Compound,
1.). Ossaorio Street, Barangay XV, Victorias City, Negros Occidental.

The accompanying consolidated financial statements were approved and authorized for issue by the
BOD on December 7, 2021, as reviewed and recommended for approval by the Audit and Risk
Committee on December 6, 2021.

Interest income on cash and cash equivalents amounted to B2.00 million, B2.84 million and R10.49
million in 2021, 2020 and 20189, respectively (Note 19).

Cash and Cash Equivalents

This account consists of:

2021 2020

Cash on hand RF1,120 B23,433
Cash in banks 366,944 406,071
Cash equivalents 170,637 92,609
#538,701 B522,113

Cash in banks earn interest at the prevailing bank deposit rates. Cash equivalents are short-term,
highly liquid investments with maturities of no longer than 90 days from the date of investment, and
bear annual interest rates as follows:

2021 2020
Philippine peso 0.13% to 1.50% 0.10% to 3.25%
Us dollar 0.25% t0 0.38% 0.30% to 2.10%
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Investments in Unit Investment Trust Fund (UITF)
This account pertains to underlying portfolio with short-term fixed income.

Details of this account are as follows:

2021 2020
Cost #1,104,949 R113,480
Cumulative unrealized fair value gains 3,622 3,016
#1,108,571 B116,496

Movements in this account are as follows:
MNote 2021 2020
Balance at beginning of year #116,496 R109,437
Additions 1,282,100 131,943
Disposals (290,631) (125,535)
Unrealized gain on fair value adjustments 19 606 651
Balance at end of year R1,108,571 B116,496

Proceeds from disposal of investments in UITF amounted to B296.77 million, B127.10 million and
B1,153.52 million in 2021, 2020 and 2019, respectively. Gain on disposal amounted to B6.14 million,
R1.56 million and B17.79 million in 2021, 2020 and 2019, respectively (Note 19).

The fair value of UITF is based on the published net asset value per unit (NAVPU). NAVPU is
computed as total assets of the fund less total liabilities divided by the total units outstanding as of
the end of the reporting period. The fair value of investments in UITF was determined using Level 1
valuation technigue. There was no change in the valuation technique applied on investments in
UITF.

Trade and Other Receivables

This account consists of:

MNote 2021 2020

Trade:
Related parties 22 #415,280 R162,302
Third parties 396,257 339,001
Others 28,492 25,277
840,029 526,580
Allowance for impairment losses (31,843) (28,112)
RB08,186 B498,468

Trade receivables are noninterest-bearing with an average credit period of 15 to 30 days.
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Movements in the allowance for impairment losses are as follows: August 31, 2019 Lang Improvements ___and Structures Equipment ___and Equi (Puc) Total
Acquisition Cost
At September 1, 2018 P411,461 ¥213,380 F711,997 F20,205 5,877,943 £2,217,390 F9,452,976
N.Dte 2021 102{} Write-off of damaged portion of power
- - generation plant - - - = 573,953) = (573,953)
Balance at beglnmng of year R28,112 228,066 Additions - 9,043 16,610 669 233936 176,308 436,566
Reclassification to computer software - - - - - (39,235) (39,235)
Frﬂ'ﬂ'jsiﬂn 18 3 ?31 552 Transfer from investment properties 2,393 - 2,053 - - - 4,446
N Disposals/retirements - - - - (4,410) - (4,410)
Write-off - (506) Reclassification of completed projects - 1,719 21,089 - 1,772,027 (1,794,835) -
At August 31, 2019 413,854 224,142 751,749 20,874 7,305,543 560,228 9,276,330
Balance at end of year P31,843 B28,112 Accumulated Depreciation and
Amortization
At September 1, 2018 - 162,384 595,289 11,799 3,462,352 - 4,231,824
i i Depreciation and amortization - 8,516 20,756 502 241,579 - 271,353
Management assessed that the allowance for impairment losses as at August 31, 2021 and 2020 are Disposals/retirements - - - - (4,410) - (4,410)
At August 31, 2019 = 170,900 616,045 12,301 3,699,521 - 4,498,767
reasonable and adequate. Allowance for Impairment Loss
At September 1, 2018 - 8,002 - - - 504,171 512,173
Write-off of damaged portion of power
generation plant - - - - 573,953) = (573,953)
Provision for impairment loss - - - - 69,782 - 69,782
Reclassification of provision for impairment
5. Inventories loss - - - - 504,171 (504,171) -
At August 31, 2019 - 8,002 - - - - 8,002
413,854 45,240 135,704 8,573 3,606,022 560,228 4,769,621
. . Appraisal |
This account consists of: Al September 1, 2018 and
August 31, 2019 690,460 249,921 652,459 1,370 3,990,574 - 5,584,784
Accumulated Depreciation and
Ameortization
2021 2020 At September 1, 2018 - 183,364 652,459 1370 3,502,817 - 4,422,737
At t . Depreciation and amortization - 12,794 - - 49,901 - 62,695
cost. At August 31,2019 - 196,158 652,458 1,370 3,642,718 - 4,485,432
690,460 53,763 = - 347,856 - 1,092,079
Raw Sugar 9243‘4?3 990‘852 Net Carrying Value #1,104,314 99,003 135,704 ¥8,573 #3,953,878 #560,228 75,861,700
Refined sugar 85,236 1,071,359
333,709 1,162,221
Ethanol 163,634 29,049
Molasses 109,164 209,794
Real estate held-for-sale 2“,523 ED,ZB}' Movements in inventories, excluding materials and supplies, are as follows:
Processed food 10,165 6,650
Alcohol - 24,913 Refined Real Estate  Prooessed Waorksn:
53?,3(][] 1'4521924 Raw Sugar Sugar Ethaniol Molasser Held-for-Sale Foad #lcohal Pawer Others Process Total
. Balances as at
Work-in-process 47,664 4,372 September 1, 2009 BIET201  PERADD  BISZT9 PES336  PI0496 RI7.740 Bo,721 B Be B-  B395,073
Additions 3,159,262 756,936 8341 1037564 - 54,965 193,348 13,485 - 4,372 5238694
554,964 1, 45 -_l',,I 295 Cost of sales and production
transfers [3,455,621) 245,123 [4,571)  (B93,506) [199) [76,055) {178,156} [13,486) - - i4376471]
i . Balances as at
At net I'EE!'_IZE"J'E value {!‘JHV}. August 31, 2020 90,862 1,071,359 29,048 2009, 734 20,297 6,550 24,913 - - 4,372 1,457,296
Materials and 5uppl|es 250,049 190,969 Additians 3,159,550 94,418 8,285 31,582 635 110,673 200,093 12,362 2,459 153,966 4,583,003
Coat of sales and production
Alcohol 40,18? . transters 3.001,939]  [1.080,541) 126,300 (932,212} [304) (107,158}  (193.819) [12,362) (1,918)  |110.674) (5,314,627
Others 541 - gty
August 31, 2021 BI48,473 FES,236  PI63,634  R109.164 #20,628 #10,165 B0, 187 B F541 R47.664  BTI5.692
ZBD,??? 190,963 ies ch d f sal d i d to B4,865.99 million, B3,969.10 mill d B1,556.24 milli 2021, 2020 and 2019 il
Inventories charged to cost of sales and services amounted to B4,865.99 million, #3,969.10 million and #1, millign in . and 2019, respectively
Fﬂ?S,Tq-l F1,643,265 ‘ch 1',!].

The cost of materials and supplies carried at NRY amounted to B276.51 million and B194.80 million
as at August 31, 2021 and 2020, respectively. The cost of alcohol and other inventories carried at
MRV amounted to £59.30 million and R1.57 million, as at August 31, 2021, respectively. The Group
recognized provision for inventory write-down and obsolescence amounting to B22.04 million and
B5.99 million in 2021 and 2020, respectively (Note 18). Provision for inventory write-down and
obsolescence in 2021 includes cost of damaged alcohol and other inventories amounting to
B20.14 million arising from flood incident in Victorias City on January 1 and 8, 2021. As at the report
date, the Group and the insurance companies are still processing the insurance claim.
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6. Other Current Assets

The account consists of:

2021 2020

Input and advance output value-added tax (VAT),
net of allowance for probable loss P226,126 R195,219
Advances to suppliers 127,331 71,720
Prepaid expenses 41,209 42,031
Biological assets 24,395 22,295
Others 980 21,254
R420,041 B352,519

Input and advance output VAT as at August 31, 2020 include claims for refund of B172.60 million,
net of allowance for probable losses of B55.20 million. In 2021, the Group reinstated the amount
claimed for refund to advance output VAT as a result of the tax authority’s findings. The Group
further assessed that it can fully utilize its advance output VAT. Accordingly, in 2021, the Group
reversed the allowance for probable losses of B55.20 million recognized in 2015 (Note 18).

Advances to suppliers represent amounts paid for the purchase of materials and supplies
inventories not yet received by the Group. These are noninterest-bearing and are expected to be
settled through delivery of goods by the suppliers within one year.

Prepaid expenses pertain to advance payments for real property tax, insurance, utilities and other
supplies.

Biological assets represent costs of fry and fingerlings and other related cultivation and growing
expenses. The Group carries its biological assets at cost less any impairment in value because there
is no active market and reliable basis of the fair value.

Other current assets as at August 31, 2020 mainly pertain to refundable deposits and tolling cost yet
to be billed to customers.

62 VICTORIAS MILLING COMPANY ANNUAL & SUSTAINABILITY REPORT 2020-21

7. Property, Plant and Equipment

Movements in this account follows:

Community Project under
Land Buildings Buildings and Machinery Construction
August 31, 2021 Land pr % and Structures Equip and Equipmant [PUC) Total
Acguisition Cost
Al September 1, 2020 FI93 407 FI42,068 FTIT. 189 FIOETA F3.013,243 RF1TLTET B49,518,578
Additions 13,040 27,671 - 120,599 158,422 320,132
Retirement - - - - {30) - 1200
Reclassification of compbeted projects - 16,357 96,124 - 54,150 [186,631) -
AL Aupust 31, 2021 93407 IT1AGS 900, 384 20874 §.248,362 163,588 9,898 650
Accumulated Depreciation and
Amartization
Al September 1, 2020 - 181,733 BA0. 965 13,738 4,039,696 - 4,916,132
Deprecistion and amortization - 11024 24,992 500 317,856 - 364,372
Retingmaent - - - - {30) - 300
Al August 31, 7021 - 192,757 05957 14,238 4,367,522 - 5.280.474
Allpwance for Impairmant Loss
AR Sephember 1, 2020 and August 31, 2021 - 8,002 - - - - 8002
43407 0, T 195,027 6,636 3,880,840 163,588 4,510,204
Appralsal Increase
At September 1, 2020 and August 31, 2021 E58,822 248,521 652,459 1370 3,990,574 = 5,553,146
Accumulated Depreciation and
Amartization
AR September 1, 2020 157,753 B52,459 1,370 3,678,759 - 4,530,341
Depreciation and amortization - 625 - - 35,549 - 35,174
Al Aupust 31, 2021 138,378 652,459 1370 3,714,308 - 4,566,515
B8 822 £1.543 - - 276,266 - 986,631
Met Carrying Value P952.229 F132,249 F195,027 P5.636 P4, 157,106 P163.588 5,596,835
Community Project under
Land Builéngs Buikdings amd Machinery Construction
August 31, 2000 Lard Improvements and Stractures Equipment and Equipmint (PUC) Tatal
Al September 1, 2019 P413.854 224,142 F751,749 F20.874 #7,305,543 ESE0,228 B9, 276,350
Addiian - 7108 BE1D = 150,956 196,695 363,578
Dispasals 1120,447) [943) [121,3909
Reclassification of completed projects = 10,818 16,621 - 557,687 (585,125) -
Al Aupust 31, 2020 293,407 242 068 777,189 20874 ED13,243 171,797 9,518,578
Accumulated Depreciation and
Amartization
AR September 1, 2019 - 170,900 E16,045% 1x301 3,659,521 - 4,498, TET
Deprecistion and amortization - 10,833 64,920 1437 341,118 = 418308
Disposals/retirements - - = - [943) = [943)
AR August 31, X120 - 181,733 BE0, 365 13,738 4,039,696 = 4,916,132
Allpwance for Impairment Loss
AR September 1, 201% and
August 31, 2020 - B.OOZ - - - - B002
293,407 52,333 96,224 7.136 3,973,547 171,797 4,594,444
Appraisal Increase
Al September 1, 2019 E00, 450 245921 52,455 1,370 3,990,574 - 5.584,TR4
s pasals. |31,638] = = = - = [31,638)
AL ALRUSE 31, 2020 E58.822 145921 552,459 13m0 3,950,574 5,553,146
Accumulated Depreciation and
Armartization
Al September 1, 2019 - 196,158 B52.459% 1370 3642, 718 - 4,492,705
Depreciation and amortzation - 1,595 - - 36,041 = 376346
AR August 31, X020 - 197,753 552,450 1370 3,678,759 - 4,530,341
E5H, 832 52,168 - - 311,815 10232 805
Hﬂ.txﬂl Walue R952,220 104,501 W96, 224 B7.136 R4, 285,362 E171,79Y REE17 249
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Additions to PUC mainly include construction and assembly of boilers and mill equipment,
construction of biodigester, additional storage tanks and vacuum distillation plant and major
repair of buildings. Completed projects amounting to B166.63 million and #585.13 million in
2021 and 2020, respectively, were transferred to the appropriate fixed asset category. No
borrowing costs were capitalized in 2021 and 2020.

The outstanding purchase commitments of the Group as at August 31, 2021 and 2020 amounted to
B880.94 million and B125.72 million, respectively.

The cost of fully depreciated property, plant and equipment still being used in the Group's
operations amounted to B2.52 billion and B2.40 billion as at August 31, 2021 and 2020, respectively.

In 2020, the Group disposed of certain property and equipment for B37.93 million resulting in loss
on disposal of B82.53 million (Note 19). Appraisal increase derecognized in 2020 related to the
disposed property amounted to RB31.64 million. Uncollected proceeds on the sale amounted to
R37.76 million as at August 31, 2020 presented as "Receivable from a government bank" under
"Other Noncurrent Assets” account in the consolidated statements of financial position (Note 9).

Moreover, in 2020, the Parent Company reassessed the estimated useful lives of its property,
plant and equipment. The results of the internal technical evaluation which includes review of
condition of the assets, degree of usage and utilization, among others, showed that the
estimated useful lives of the land improvements, buildings and structures, community buildings
and equipment and some of the machinery and equipment should be reduced (Note 25). The
change in estimated useful lives increased the depreciation and amortization by B74.52 million in
2020.

On October 10, 2017, the fully insured power generation plant under construction sustained
damage. As a result, the Parent Company recognized provision for impairment loss amounting to
R504.2 million in 2018. The amount recognized as provision for impairment loss is the difference
between the carrying amount of the asset and its recoverable amount. The recoverable amount of
the asset was arrived at by computing its value in use. The value in use was calculated using the
discounted future cash flows expected to be derived from the asset. The discount rate of 10.33%
applied to the cash flows of the operations is based on the risk-free rate for 15-year Philippine
government bonds. The risk-free rate is adjusted for a risk premium applicable to the Parent
Company. In making this adjustment, inputs required are the equity market risk premium (that is
the required increased return required over and above a risk-free rate by an investor who is
investing in the market as a whole) and the risk adjustment, beta, applied to reflect the risk of the
Parent Company relative to the market as a whole.

In 2019, a third-party claims adjuster determined that the actual loss of the damaged portion of
the power generation plant amounted to RB573.95 million. Accordingly, additional provision for
impairment loss amounting to B69.78 million was recognized and the cost of the damaged portion
of the power generation plant amounting to B573.95 million was written off (Note 19). In the
same year, the Parent Company received insurance claims aggregating B517.16 million recognized
as other income in the consclidated statements of income. Moreover, management assessed that
the estimated useful life of the power generation plant was reduced from 25 years to 20 years
because of the damage it sustained from the incident. Consequently, the depreciation of the
power generation plant increased from B21.4 million to B26.9 million in 2019.
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The fair values of property, plant and equipment were based on the appraisal reports issued by
gualified independent firm of appraisers engaged by management. The latest appraisal was
conducted in April 2018. The Group assessed that the roll-forward of the property, plant and
equipment at the date of appraisal to August 31, 2021 and 2020 reasonably reflects its fair values.
The fair value of the land was computed using the Market Data Approach (Level 2). In this approach,
the value of the land was based on sales and listings of comparable property registered within the
vicinity.

The fair values of other property, plant and equipment were computed using the Cost Approach
(Level 3). Under this approach, an estimate is made of the current cost of replacement of the
buildings and land improvements, in accordance with the prevailing market prices for materials,
labor and overhead. Adjustments are then made to reflect depreciation resulting from physical
deterioration, functional and economic obsolescence based on inspection by the appraiser of
the buildings and other land improvements.

Depreciation and amortization recognized consist of:

Note 2021 2020 2019

Property and equipment R®400,546 R455,944 334,048
Computer software 9 8,187 7,758 6,942
R408,733 R463,702 #340,950

Details of depreciation and amortization are presented in the consolidated statements of income as
follows:

Mote 2021 2020 2019

Cost of sales and services 17 RF379,078 B425,737 B261,993
General and administrative expenses 18 25,771 26,970 43,227
Selling expenses 18 3,884 10,995 8,050
Other income - - 27,720
R408,733 R463,702 R340,990

On September 1, 2003, the Group's parcels of land, buildings and machinery and equipment with
aggregate carrying value of B2.48 billion are used as mortgage lien for loans under the Mortgage
Trust Indenture (MTI). In 2013, when the restructured loans were fully paid, the Group filed a
motion to direct the banks to discharge the MTI liens on the subject properties. On August 21, 2020,
the SEC En Banc ruled in favor of the discharge of the MTI and the consignment of the properties to
VMC. On December 4, 2020, the bank released the titles which are subject of the MTI. The Group
subsequently processed the cancellation and release of all mortgages relevant to the MTI
properties.
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8.

Investment Properties

Investment properties are held for lease and capital appreciation. The details of this account follow:

Note Land Buildings Total
Balance as at August 31, 2019 B569,049 Bl6,742 585,791
Fair value gain (loss) 19 38,423 (518) 37,905
Disposal (17,947) - (17,947)
Balance as at August 31, 2020 589,525 16,224 605,749
Additions 9 24,282 - 24,282
Fair value gain (loss) 19 42,844 (778) 42,066
Balance as at August 31, 2021 B656,651 15,446 B672,097

Additions in 2021 pertain to the properties exempted by the Department of Agrarian Reform from
the Compulsory Acquisition pursuant to the Comprehensive Agrarian Reform Program (CARP), which
were previously confirmed as subject to the CARP coverage. Consequently, the Group derecognized
the related receivable from a government bank amounting to B25.22 million resulting to a loss of
B0.94 million recognized as "Others” under “Other income” account (Notes 9 and 19).

The Group disposed certain investment properties for B58.31 million resulting to net gain on
disposal of R40.37 million in 2020 and for B25.11 million resulting to net gain on disposal of
B4.00 million in 2019 (Note 19). Uncollected proceeds on the sale of investment properties in 2020
amounted to B50.44 million as at August 31, 2020. The uncollected proceeds as at August 31, 2020
and 2019 is presented as part of “Receivable from a government bank” under “Other Noncurrent
Assets” account in the consolidated statements of financial position (Note 9).

The fair values of investment properties were based on the appraisal reports issued by qualified
independent firm of appraisers engaged by management. The latest appraisal was conducted in
August 2021.

The fair value of the land was computed using the Market Data Approach (Level 2). In this approach,
the value of the land was based on sales and listings of comparable property registered within the
vicinity.

The fair value of buildings was computed using the Cost Approach (Level 3). Under this
approach, an estimate is made of the current cost of replacement of the buildings and other
land improvements, in accordance with the prevailing market prices for materials, labor and
overhead. Adjustments are then made to reflect depreciation resulting from physical
deterioration, functional and economic obsolescence based on inspection by the appraiser of
the buildings and other land improvements.

Other information related to investment properties is shown below:

Mote 2021 2020 2019
Rental income (included in other income) 19 #6,130 #17,511 9,578
Direct expenses (mainly real property taxes) 5,158 5,445 6,235
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9., Other Noncurrent Assets

Details of this account are as follows:

2021 2020

Advances to supplier, net of allowance for impairment loss ®99,111 B-
Receivable from a government bank 81,838 139,477
Cash surety bonds 22,79 22,191
Computer software, net of accumulated amortization 17,774 25,861
Refundable depasits 1,305 2,629
Others 7,042 7.042
B229,866 £197,200

Advances to suppliers mainly pertain to amounts paid for the construction and installation plant
projects of the Group. These are noninterest-bearing and are expected to be settled throughout the
progress of the projects. Allowance for impairment losses amounted to B38.00 million as at
August 31, 2021 and 2020,

Receivable from a government bank pertains to uncollected proceeds on the land subject to
Voluntary Offer to Sell and Compulsory Acquisition pursuant to the CARP. In 2020, the Group
recognized additional receivable of R88.20 million as consideration for the disposal of land resulting
in loss on disposal of property, plant and equipment of B78.71 million and gain on disposal of
investment property of B37.97 million. In 2021, the Department of Agrarian Reform excluded
certain properties from CARP coverage resulting in the reversal of related receivable of
B25.22 million (Note 8).

Cash surety bonds pertain to cash collateral for the labor cases against the Group (Note 24).

Computer software amounting to B39.24 million was reclassified from PUC to other noncurrent
asset in 2019. Amortization amounted to £8.19 million, B7.76 million and B6.94 million in 2021,
2020 and 2019, respectively (Note 7).

Refundable deposits as at August 31, 2021 and 2020 mainly pertain to cash bond paid to Sugar
Regulatory Administration required for sugar importation.

As at August 31, 2021 and 2020, other noncurrent assets include investment in an associate of
B5.73 million, which are fully provided with allowance for impairment losses. The investment in an
association pertains to 30% equity interest in Victorias Industrial Gases Corporation (VIGASCO).
VIGASCO was incorporated and registered with the SEC on November 19, 1992 primarily to
engage in importing, exporting, buying and selling, at wholesale or at retail, of gases, particularly
oxygen, acetylene, hydrogen, liquefied petroleum gas and any types of gases. VIGASCO ceased
business operations effective December 31, 2014,
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10. Trade Payables and Other Current Liabilities

The account consists of:

MNote 2021 2020

Trade:
Third parties B221,962 B200,358
Related parties 22 4,161 2,305
Accrued expenses 132,795 129,457
Customers’ deposits 83,369 39,705
Liens payable 46,688 36,252
Current portion of payable to claimants 30,492 30,492
Retention payable 12,680 10,276
Others 39,705 38,516
#571,852 B487,361

Trade payables are noninterest-bearing and are normally settled on a 30 to 90-days term.

Accrued expenses pertain to accruals for contracted services, trucking allowance, security services
and other operating expenses, which are payable within one year.

Customers’ deposits represent payments received in advance by the Group for sale of sugar and
molasses. These are recognized as revenue upon transfer of quedans for raw sugar or molasses
warehouse receipts for molasses and approval of RSDO or delivery for refined sugar.

Liens payable represent amounts payable to the Sugar Regulatory Authority based on the volume of
sugar produced. These are payable within one year.

Payable to claimants pertains to the agreed compromise amount with the RSDO and R5Q claimants,
payable beginning December 2019 over 10 years (Notes 11 and 24). Details of current and
noncurrent portions of payable to claimants are as follows:

2021 2020

Payable to claimants #243,939 B274,431
Unamortized discount (61,867) (77,466)
132,072 196,965

Current portion (30,492) (30,492)
MNoncurrent portion #151,580 B166,473

Interest incurred on payable to claimants, included under “Finance cost”, amounted to
R15.60 million, B16.88 million and B18.04 million in 2021, 2020 and 2019, respectively (Note 12).
Payable to claimants is discounted at a rate of 9.37%.

Retention payable represents amounts withheld from contact price for construction contracts which
is equal to a certain percentage of the total contract price or a fixed amount depending on the
contract. This becomes payable upon completion or performance of terms and conditions as stated
in the contract.
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Other payables include among others, amounts pertaining to social amelioration fund set aside for
the sugar workers, association dues payable to the different planters’ associations accredited by
the Group and due to government agencies.

Management considers that the carrying amount of trade payables and other current liabilities
approximates fair value due to their short-term maturities.

11.

Provisions for Legal Claims

The Parent Company is currently involved in various legal proceedings which are still pending
resolution or under suspension in view of the Parent Company's rehabilitation status (Motes 1
and 24).

Estimates of probable costs resulting from the resolution of these claims have been developed in
consultation with legal counsels handling the defense in these matters and are based upon an
assessment of potential results. Based on the progress of the legal cases as at reporting date,
management has revised its previous estimate resulting to a reversal of provisions of B3.88 million
in 2021 and additional provisions of B22.29 million and B67.85 million in 2020 and 2019, respectively
(Note 19).

Movements in this account are as follows:

MNote 2021 2020 2019
Balance at beginning of year #310,866 #296,344 R401,465
Unwinding of discount 12 15,880 20,688 19,572
MNet additions (reversal/settlements) (3,888) (6,166) 67,849
Reclassification to payable to
claimants - - (192,542)
Balance at end of year 24 B322,858 £310,866 B296,344

On December 3, 2018, the Parent Company and the RSDO and RSQ claimants agreed to settle at
R304.92 million, payable beginning December 2019 over a period of 10 years (Note 24). The liability
was recognized at its present value of B192.54 million. Accordingly, the current and noncurrent
portion of the claims were reclassified to "Trade payables and other current liabilities” and “Payable
to claimants, net of current portion” accounts, respectively, in the consolidated statements of
financial position (Note 10).

The undiscounted amount and the related unamortized discount follow:

2021 2020 2019

Provisions for legal claims, undiscounted ®412,050 #415,938 F444,391
Unamortized discount (89,192) (105,072) (148,047)
322,858 #310,866 B296,344

On an annual basis, the provisions are re-evaluated and recalculated based on latest available
information. The provisions were discounted at 5.60% and 5.54% as at August 31, 2021 and 2020,
respectively.
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12, Borrowings Details of finance cost are as follows:

Following the full repayment of the restructured loans (Note 1), the Parent Company obtained loans Note 2021 2020 2019
from local banks to fund its working capital requirements and capital projects as follows: Payable to claimants 10 k15,599 R16,875 R18,041
Provisions for legal claims 11 15,880 20,688 19,572
Short-term Borrowings Borrowings - 18,963 20,480
Short-term borrowings consist of unsecured loans availed from a local bank for the Parent Company’s F31,479 B56,526 B58,093
working capital requirements. The Parent Company availed a total of B750.00 million in 2020 with
interest rate ranging from 5.50% to 6.50%. There are no outstanding short-term borrowings as at
August 31, 2021 and 2020. 13. Equity
Long-term Borrowings Capital Stock / Treasury Stock
Long-term borrowings represents unsecured loans availed from a local bank to fund the Parent
Company’s power generation project (Note 7) with 4.625% interest, payable quarterly beginning Details are as follows:
March 14, 2018 until December 14, 2020.
2021 2020 2019
Changes in long-term borrowings arising from financing activities are as follows: Jorminnd o v PR il Amount
Commaon shares at P1% par value
per shang
- 2020 Authorized -
Balance at beginning of year B495,000 Balance at beginning and end
RE payme nts {495 ﬂﬂﬂ] of year 3,042,061,094 #3,042,061 3,042,061,054 #3042, 061 3,042,061,094 3,042 061
Balance at end of year = Issued and ouutan!jin.g:
Balance at beginning and end
of year 3,042,061,094 3,042,061 3,042,061,004 3,042,061 3,042,061,004 3,042,061
~ : : Treasury shares {300,010,530) (1,501,882) (300,010,530) {1,501,882) (300,010,530) {1,501,882)
On March 13, 2020, the long-term borrowings were settled in full. Balance at end of year 2,742,050,564 P1,530,179  2,742,050,564 P1,540,179  2,742,060,564 P1,540,17%

(a) At absolute amount
The debt covenant for the long-term borrowings requires the Group to maintain certain financial

ratios, which the Group complied with. On February 18, 2016, the Parent Company acquired 300 million treasury shares at RS per share or a

total of B1.50 billion.
Borrowing Costs

Borrowing costs arising from the foregoing bank loans in 2020 are as follows: CN Awaiting for Conversion

CN awaiting for conversion includes accrued interest amounting to B2.45 million as at August 31,

Charged to Profit 2021 and 2020.
or Loss (included in
Capitalized Portion Finance Cost) Total Retained Earnings
Short-term - B11,288 B11,288 The Second Amendment to the Rehabilitation Plan, dated July 22, 1999 and approved by the SEC in
Long-term - 7,675 7,675 its order dated August 17, 1999, provided for the reduction of the capital stock and revaluation
P 18,963 18,963 increment to reduce the Parent Company’s deficit pursuant to a quasi-reorganization.
Charged to Profit Under paragraph 7 of the SEC’s Guidelines for Quasi Reorganization, the Parent Company’s retained
or Loss (included in earnings is restricted for dividend declaration to the extent of the amount of deficit reduced and not
2019 Capitalized Portion Finance Cost) Total recovered by accumulated depreciation or appraisal increment by the appraisal surplus. However,
Long-term R29,781 14,749 44,530 the SEC Order dated August 17, 1992 granted the Parent Company exemption from the application
Short-term - 5,731 5,731 of the said paragraph.
£29,781 220,480 £50,261

Retained earnings are restricted for the declaration and payment of dividends to the extent of the
cost of treasury shares amounting to B1,501.88 million as at August 31, 2021 and 2020.
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On December 7, 2021, the BOD approved the appropriation of the Parent Company’s retained
earnings amounting to B1.1 billion for the acquisition of a medium pressure boiler and construction
of warehouse facilities. The projects were approved by the BOD and are expected to be completed
in 2023.

On the same date, the BOD also approved the appropriation of the Parent Company's retained
earnings amounting to B274.21 million for the declaration of regular cash dividends in the amount
of B0.05 per share and special cash dividends in the amount of B0.05 per share. Both regular and
special cash dividends will be paid to all common shareholders of record as of December 22, 2021
and will be paid on January 18, 2022,

Other Equity Reserves

Details and movements in this account follow:

Note 2021 2020 2019

14.

Earnings per Share (EPS)

EPS is calculated as follows:

2021 2020 2019
Met income attributable to the Parent Company R787,819 £340,031 B817.494
Weighted average number of common shares 2,742,050 2,742,050 2,742,050
Basic and Diluted EPS R0.29 £0.31 R0O.30

The weighted average number of common shares includes the mandatory convertible shares arising
from the Parent Company’s DRA (Note 13).

Revaluation increment on property, plant
and equipment:
Balance at beginning of year #269,672 318,164 #362,050

Effect of change in income tax rate 37,903 = -
Transfer of revaluation increment
to retained earnings (36,174) (37,636) (62,695)
Deferred income tax effect 9,025 20,782 18,809
Decrease in revaluation increment 7 - (31,638) -
Balance at end of year 280,426 269,672 318,164
Cumulative remeasurement gains (losses)
on retirement liability: 21
Balance at beginning of year (3,435) 427 4,390
Remeasurement gains (losses) 6,716 (5,517) (5,662)
Deferred income tax effect (1,679) 1,655 1,699
Effect of change in income tax rate (150) = =
Balance at end of year 1,452 (3.435) 427
Curmnulative fair value changes on investments
in UITF:
Balance at beginning of year,
as previously presented - - 1,660
Effect of adoption of PFRS 9 in 2019 = = (1.660)
Balance at end of year, as restated - - -
B281,878 B266,237 £318,591
Total other equity reserves attributable to:
Shareholders of Parent Company #267,152 £251,904 B304,144
Noncontrolling interests 14,726 14,333 14,447
P281,878 R266,237 #318,591
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15.

Operating Segment Information

Business segment information is required on the basis that is used internally for evaluating segment
performance and deciding how to allocate resources in operating segment. The segment
information is provided to the Chief Operating Decision Maker (CODM), as represented by the
President, in making operating decisions with regard to the business segments. Accordingly, the
segment information is reported based on the nature of goods and services provided by the Group.

Segment performance is evaluated based on operating profit or loss. A detailed description of each
segment is set below.

Sugar Operations

Revenue from sugar operations consists of the following:
a. sale of raw sugar and molasses (mill share)

b. sale of refined sugar

c. tolling service

d. milling service

For its raw sugar and molasses operations, the Group operates a raw sugar mill with a daily capacity
of 15,000 metric tons. Cane supply is sourced from both district and non-district planters with a
sharing allocation of 70% for planters and 30% for the Parent Company effective September 1, 2020
(Note 23).

The Group also operates a refinery plant with a daily capacity of 25,000 lkg. (1 lkg = 50 kilograms).
To ensure maximum utilization of the refinery, the Parent Company also provides toll refinery
services to traders and planters for their raw sugar milled by other sugar centrals.

Distillery Operations

The division produces alcohol and ethanol with an actual daily capacity of 50,000 liters with
molasses as the primary raw material. Molasses is sourced from sugar operations which produces it
as a by-product. In 2020, the division started producing rubbing alcohaol using ethyl alcohol as
primary raw material.
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Power Generation

A newly established segment with a primary purpose to carry on the business of power generation
derived from renewable energy resources for wholesale of electricity to power companies,
distribution utilities, electric cooperatives, retail electricity suppliers, aggregators and other
customers.

Other Operating Segments

Common revenues and expenses are allocated to the various business segments. All other segment
revenues and expenses are directly attributable to the segments.

Other operations of the Group include food processing, real estate sales, leasing and entertainment.

Food processing is involved primarily to sell processed, preserved and packaged food products such
as canned sardines and luncheon meat.

Real estate is involved in the development and sale of subdivision and memoaorial lots. Among its
projects are Phase | to |ll of Canetown Subdivision and the 5t. loseph Memorial Garden which are
both located in Victorias City. These projects were initially intended to provide for the housing and
personal needs of the officers and employees of the Group. In recent years, however, certain lots
had also been made available to the general public.

Leasing derives income from the lease of certain parcels of land to planters.

Entertainment derives income from membership fees when billed and when corresponding services
are rendered.

Segment Assets and Liabilities

Segment assets include all operating assets used by a segment and consist principally of operating
cash, receivables, inventories, prepaid expenses, and property, plant and equipment, net of related
allowance for impairment losses and accumulated depreciation and amortization. The carrying
amount of certain assets used jointly by the various segments is allocated to the segments on a
systernatic basis. Segment liabilities include all operating liabilities and consist principally of trade
payables, accruals, VAT and other taxes, and customers’ deposits. Segment assets and liabilities do
not include deferred income taxes.

The following tables regarding operating segments present assets and liabilities as at August 31,
2021 and 2020 and revenue, income and expenses information for the three years ended August 31,
2021, 2020 and 2019:

2021
Distillery Powher Elimination
Sugar Milling Operations Generation Others Items Tatal
Rewvenue
External sales P6,498,192 R820,519 R37,556 F111,980 - F7,46E,247
Inter-segment sales 22,144 - 4,705 3,522 [30,371) -
6,520,336 PFB20,519 P42,261 P115,502 (F30,371) R7,468,247
Segment results FB91,296 F204,710 F30,656 F20,832 (#3,591) F1,152,903
Unallocated corporate expenses [S00,851) |5,430) [997) [27,292) 4,728 |529,842)
Oyperating profit 390,445 199,280 29,659 2,540 1,137 623,061
Finance cost (31,478) - - - = [21,478)
Other income (charges) - net 254,184 = = 16,415 {1,137) 269,462
Income tax expense (88,309) 19,915) - 23,415 - [74,805)
Net income P524,842 F189,365 P29,659 P42,370 B- R786,236
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2020
Distillery Power Elimination
Sugar Milling Operations Generation Others Itemis Tatal
Revenue
Extermal sales R6, 008, 720 RE23,470 R28,202 F95,016 - RE, 955,408
Inter-segment sales 837,737 = 4,940 71,623 (850,300) =
R, B46,457 REZ3,470 R33,142 F102,639 {PES0,300) RE, 955,408
Segment results F1,311,632 F110,929 R14,716 Fi1,801 [B7.715) #1,491,363
Unallocated corporate expenses [585,059) = = [17,652) 8.458 (594,253)
Operating profit 726,573 110,929 14,716 44,149 743 897,110
Finance cost (56,526) - - - - [56,526)
Other income [charges] - net 131,894 - - 24,960 [743) 156,111
Income tax expense [135,543) = = [21,271) = [156,814)
Net income RGGG,398 #110,929 R14,716 R47,838 - 330,881
2019
Distillery Power Elimination
Sugar Milling Dperations Generation Others Items Tatal
Revenue
External sales P4,873,405 F611,914 R24,036 F70,274 k- F5,579,629
Inter-segment sales 3,895 - 5,340 3,967 [13,202) -
R4, 877,300 #611,914 R19,376 R74,241 (#13,202) B5,579,629
Segment results R1,027,287 R3B0,271 R13,066 R6,461 [P4,038) B1,423,047
Unallocated corporate expenses (785,706) - - 1659,566) 5.161 (850,111)
Operating profit 141,581 380,271 13,066 63,105) 1,123 572,936
Finance cost [58,083) - - - - [58,093)
Other income [charges] - net 536,425 = - B.Bba [1,123) 544,170
Income tax expense [256,075) = = 13,440 - [242,635)
Net income R463,H38 R3IEB0,271 F13,066 #40,797) - FR16,378
Segment Assets Segment Liabilities
Amounts in Millions 2021 2020 2021 2020
Sugar milling #7,448 #7,328 #1,349 #1,369
Power generation 1,706 1,560 - -
Distillery operations 846 379 - 1
Others 645 562 322 314
Eliminations (295) (271) (221) (196)
#10,350 £9,558 R1,450 R1,488
16. Revenue
Revenue consists of:
2021 2020 2019
Sale of goods:
Raw sugar #2,428,364 B1,563,061 B1,683,237
Refined sugar 1,799,473 1,863,516 2,416,540
Ethanol 702,416 705,105 594,257
Molasses 343,333 370,197 208,398
Alcohol 118,103 118,366 17,657
Power 37,556 28,202 24,036
Others 107,994 92,979 67,898
5,537,239 4,741,426 5,012,023
(Forward)
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2021 2020 2019 Nate 2021 2020 2019
Service income: Provision for inventory obsolescence 5 B22,036 B5,985 B-
Milling service #1,395,758 1,480,620 - Met retirement benefits 21 13,217 4,702 11,038
Tolling fees 531,263 731,327 565,230 Supplies 7,530 10,495 22,443
Others 3,987 2,035 2,376 Travel and transportation 4,917 6,390 11,078
1,931,008 2,213,982 567,606 Repairs and maintenance 3,305 4,273 11,205
R7,468,247 B6,955,408 B5,579,629 Others 22,930 38,140 12,697
B372,995 B434,032 B670,515
17. Cost of Sales and Services Others include rental, insurance premium, utilities, communication and other administrative
costs.
Cost of sales and services consist of:
{b) Selling Expenses
Note 2021 2020 2019
Inventories used 5 R4,865,988 £3,960,103 #1,556,236 The account consists of:
Depreciation and amortization 7 379,078 425,737 261,993
Repairs and maintenance 301,825 300,950 326,112 Note 2021 2020 2019
Materials and supplies 228,840 235145 2R0SES Freight and handling 297,082 #83,272 118,423
Direct labor 195,011 187,957 170,068 Rental 21,804 30,345 21,210
Professional fees and contracted Taxes and licenses 12,655 13,782 11,878
services 117,965 113,944 102,905 Salaries and employee benefits 7,887 7,767 8,827
Fuel 90,919 123,329 129,172 Depreciation and amortization 7 3,884 10,995 8,050
Light and water 78,332 54,056 44,693 Materials and supplies 2,112 2,827 1,692
Taxes and licenses 39,757 36,111 38,140 Repairs and maintenance 2,099 3,440 1,915
Cost of hauling 28 - o 1,250,679 Others - net 9,323 7,793 7,601
Others 17,629 17,712 16,000 P156,846 160,221 179,596
B6,315,344 B5,464,045 84,156,582
Cost of hauling for the years ended August 31, 2021 and 2020 of B1.41 billion and #1.35 bhillion, 1
: o 9. Other Income
respectively, are presented as contra-milling revenue.,
This account consists of:
18. Operating Expenses Note 2021 2020 2019
Storage, handling and insurance fees R178,051 B129,782 £96,113
fa) General and Administrative Expenses Net gain on fair value changes of
investment properties 8 42,066 37,905 14,630
The account consists of: Sale of bagasse 13,893 17,689 _
Gain on sale of investments in UITF 3 6,140 1,560 17,789
Note 2021 2020 2019 Rental income 8 6,130 17,511 9,578
Taxes and licenses #109,318 B112,387 #154,821 Scrap sales 5,091 5,310 5,479
Professional fees and contracted Reversal of (additions to) provisions
services 93,527 107,053 144,266 for legal claims 11 3,888 (22,286) (67,849)
Salaries and employee benefits 85,548 87,018 89,315 Interest income from cash and cash
Additions to (reversals of) provisions for equivalents 2 1,998 2,840 10,486
impairment losses on: Net foreign exchange gain (loss) 1,332 (6,055) 5,823
Input and advance output VAT 6 (55,204) = 55,204 Unrealized gain (loss) on fair value
Trade and other receivables 4 3,731 552 7,997 changes of investments in UITF 3 606 651 2,157
Advances to a supplier 9 - - 38,000 Net loss on disposal of property, plant
Representation and entertainment 36,369 30,067 69,224 and equipment 7 - (82,529) -
Depreciation and amortization 7 25,771 26,970 43,227

(Forward)
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Note 2021 2020 2018 2021 2020

Gain on disposal of investment property 8 - 240,367 B4,000 Deferred income tax assets:
Insurance claims - - 517,155 Provisions for legal claims and payable to claimants R126,232 #152,349
Provision for impairment losses on Allowance for impairment losses 29,763 52,361
property, plant and equipment 7 - - (69,782) Customers’ deposits and accrued expenses 20,341 11,641
Others - net 10,267 13,366 (1,409) Retirement liability 17,898 20,207
R269,462 B156,111 B544,170 Others - 2,517
194,234 239,075
Storage, handling and insurance fees pertain to warehousing fees, trucking services and fuel costs F326,311 406,507

which are charged to traders and planters.
The Corporate Recovery and Tax Incentives for Enterprises (CREATE) Act or RA No. 11534 was signed
into law on March 26, 2021 and took effect on April 11, 2021 which reduced the corporate income

20. Income Tax tax rate from 30% to 25% starting July 1, 2020. In 2021, the change in effective tax rate resulted to a
reduction in the current income tax expense by B4.39 million, increase in deferred income tax
The reconciliation of income tax expense computed at the applicable statutory rate to the effective benefit by #39.95 million and increase in other comprehensive income by R37.75 million.

income tax expense.
The composition of current income tax expense in 2021 are as follows:

2021 2020 2019
Income before income tax #861,045 P996,695 1,059,013 Current income tax expense for the taxable year August 31, 2021 £124,575
Income tax expense at statutory rate 217,105 299,009 317,704 Impact of change in income tax rate beginning July 1, 2020 (4,388)
Tax effects of: 2120187
Income subject to income tax holiday -
(ITH) (103,262) (131,719) (106,296)
Effect of change in income tax rate (48,260) _ _ Details of carry forward benefits arising from net operating loss carry over (NOLCO) and excess
Effect of adoption of accounting minimum corporate income tax (MCIT) over RCIT are as follows:
standard for financial reporting 6,388 (15,752) -
Nondeductible deficiency payment 3,314 4,723 16,909 NOLCO
Expired NOLCO and MCIT 812 511 2,845
Interest income subject to final tax (496) (826) (3,130) Balance as at Applied/  Balance asat Available
Gain on sale of investment property Year Incurred August 31,2020 Additions Expired August 31, 2021 Until
subject to capital gains tax - (782) - 2018 1,851 - (P1,851) B- 2021
Nondeductible interest expense - 333 1,297 2019 83 - - 83 2022
Other nondeductible expenses (792) 1,317 13,306 <0 HOs - - sl A5
R74,809 R156,814 R242,635 ol — . — =% =oa
B2,335 B240 (B1,851) B724

Income subject to income tax holiday (ITH) pertains to the income from the sale of power and sale
of bioethanol, which are activities registered with the Board of Investments (BOI) on January 23,
2015 and November 28, 2018, respectively. Both activities are entitled to ITH for a period of seven

Under Revenue Regulations 25-2020, net operating loss incurred for taxable years 2021 and 2020
may be carried over for the next five (5) consecutive taxable years immediately following the year of

years until 2022 and 2025, respectively. such loss.
The composition of net deferred tax liabilities follows: MmciT
2021 2020 Balance as at Applied/  Balance asat  Available
Deferred Incore X labites: Year Incurred August 31,2020 Additions Expired August 31, 2021 Until
Fair value gain on investment properties P268,822 2333,968 ;g:: F:g P: {PSDE ;; ;gi;
Met appraisal increase on property, plant 2020 50 _ (16) 34 2023
and equipment 209,721 260,381 2021 : 21 - 2 2024
S:E::?aned borrowing costs ﬂl:,::: 51,233 2105 21 (P66) 2150
520,545 645,582
(Forward)
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21. Retirement Plan Movements in the present value of retirement benefit obligation for the years ended August 31 are

as follows:
The Parent Company has a formal retirement plan covering all qualified employees. The Parent 2021 2020
Company estimates its retirement benefits under Republic Act Mo. 7641, Retirement Pay Law, in —
which retirement benefit due to a qualified employee is equivalent to 22.5 days-pay of final monthly Balance at ng'“m"g of year P56,305 R49,726
basic salary for every year of credited service. Current service cost 11,260 2,938
Interest cost 2,025 2,018
Retirement benefit obligation is actuarially calculated using the projected unit credit method. The Benefits paid from:
Parent Company’s latest actuarial valuation was performed by independent actuary as at Plan asset (5,949) (3,715)
August 31, 2021. Operations (235) -
Remeasurement (gain) loss:
Components of retirement benefits are as follows: Changes in financial assumptions (5,688) 4,971
Changes in experience (1,092) 367
Mote 72021 2020 2019 Balance at end of year B56,626 £56,305
Current service cost RF11,260 B2,938 B8,383
Interest cast 1,957 1,764 2,482 Changes in the fair value of plan asset are as follows:
Past service cost - - 173
18 R13,217 R4,702 11,038 2021 2020
Balance at beginning of year #1,892 #5,531
Retirement benefits recognized in profit or loss is included under general and administrative Eter?-stt mclr:;ime 5 92:] 3 ?‘;’:
expenses in the consolidated statements of income. RS Eal (5, (3,715)
Actual return (64) (179)
Movements in the cumulative remeasurement gains (losses) on retirement liability recognized in :c::ualcontnbun:ms 5‘;[’32 . ;
other comprehensive income are as follows (Note 13): alance at end of year 9 ,89
2021 2020 2019 The Group expects to contribute B5.00 million to the plan in 2022.
Balance at beginning of year, . . .
fek GF tacatract (#3,435) R427 P4,390 The principal actuarial assumptions used were as follows:
gsm eam:.l r:_am ent g-::m {Ic:tss} Eii;g :, (5,517) (5,662) 2021 2020
ange A noome e D1 o e Discount rates 4.6% 3.2%3.6%
Deferred income tax charged to other Salary increase rate 2.0%-3.0% 2.0-3.0%
comprehensive income (1,679) 1,655 1,699 The average remaining service life of employees as at August 31, 2021 and 2020 is 13 to 16 years
Balance at end of year, net of tax effect #1,452 (R3,435) R427 and 12 to 16 years, respectively.
The amounts recognized as retirement liability in the consolidated statements of financial position The plan exposes the Group to the following risks:
for the retirement plan are determined as follows:
* Liguidity Risk - The inability to meet benefit obligation payout when due.
2021 2020
Present value of defined benefit obligation R56,626 56,305 » Interest Rate Risk - The present value of defined benefit obligation is relatively sensitive and
Fair value of plan asset (947) (1,892) inversely related to the discount rate. In particular, if the discount rate, which is referenced to
Retirement liability R55,679 254,413 government bonds, decreases then the defined benefit obligation increases.

o Salary Risk - The present value of defined benefit obligation is relatively sensitive and directly
related to future salary increases. In particular, if the actual salary increases in the future are
higher than expected then the defined benefit obligation and benefits are higher as well.

*» Market Risk - As plan assets are invested in financial instruments, the retirement plan is exposed

to potential losses due to unexpected changes in external markets, prices, or rates, related to
general market movements or a specific asset on the plan assets.
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The expected maturity analysis of undiscounted retirement benefit payments are as follows:

August 31, 2020

Transactions
for the Year

Qutstanding

Balance  Terms and Conditions

2021 2020 Shareholder with significant influence
Dto 5 years R39,305 R36,087 Sale of goods and services (Note 4) 949,882 162,302 Unﬁt;iri::;.:::;-abneriringunsecured;
6 to 10 years 40,163 43,528 Purchase of goods, rental and other services (Note 10) 59,183 (2,305) Unguaranteed and  unsecured;
11 to 15 years 39,174 35,552 noninterest-bearing
16 years and up 294,450 276,210 Cash in If:lank, money market placements and
UITF investments 125,515 262,681
i R Retirement fund held-in-trust 3,155 2,376
Impact on Retirement Liability Availment of short-term loan 250,000 -
Change in Increase in Decrease in B425,054
Assumption Assumption Assumption
Key management personnel
2021 Salaries and wages 14,542 B—  Payable in cash
Discount rate 1% Decrease by B4,745  Increase by R5,662 Retirement benefits 717 - Payable in cash
Salary increase rate 1% Increase by B5,698 Decreased by P4,856
2020 23. Agreements and Commitments
Discount rate 1% Decrease by 4,897  Increase by B5,872
Salary increase rate 1% Increase by 85,847 Decrease by B4,967 The significant agreements are as follows:
The f“re_gﬂing sensitivity analyses are based on a change in an assumption while holding all other a. Under Republic Act No. 809, The Sugar Act of 1952, VMC and the planters should share from the
assumptions constant. In practice, this is unlikely to occur, and changes in some of the assumptions sugar and molasses produced from sugar canes owned by the planters milled by VMC. Effective
may be correlated. When calculating the sensitivity of the defined benefit obligation to significant September 1, 2020, the sharing allocation is 70% for the planters and 30% for VMC.
actuarial assumptions, the same method (present value of the defined benefit obligation calculated
with the projected unit credit method at the end of the reporting period) has been applied as when b. As at August 31, 2021 and 2020, VMC has in its custody sugar owned by several quedan and

calculating the retirement liability recognized within the consolidated statements of financial
position.

22. Related Party Transactions and Balances

delivery order holders with volume of about 0.42 million lkg and 0.83 million lkg, respectively.
The said volume of sugar is not reflected in the consolidated statements of financial position
since this is not owned by the Group. The Group is accountable to both quedan holders and
sugar traders for the value of these trusteed sugar or their sales proceeds.

Related party transactions are as follows:

24. Provisions and Contingencies

The Group's management and legal counsels are of the opinion that the positions taken by the

Transactions OQOutstanding
August 31, 2021 for the Year Balance  Terms and Conditions
Shareholder with significant influence
Sale of goods and services (Note 4) 1,066,833 RF415,280 Unguaranteed and  unsecured:
noninterest-bearing
Purchase of goods, rental and other services (Mote 10) 145,522 (4,161) Unguaranteed and unsecured;
noninterest-bearing
Cash in bank, money market placements and
UITF investments 931,266 1,193,947
Retirement fund held-in-trust B55 3,031
#1,608,097
Key management personnel
Salaries and wages #16,194 B-  Payable in cash
Retirement benefits B64 = Payable in cash
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Group in the legal proceedings briefly discussed below are highly meritorious. However, the Group
cannot anticipate with certainty the progress and the outcome of the legal proceedings, the
appreciation of the available evidence by the relevant courts or tribunals involved and the
development of jurisprudence or precedents that will be decided by the highest court, which will be
relevant to the pending cases.

a. RSDO and RSQ Claims

NOMEMARCO availed of bank loans and used RSDO and RSQ, allegedly issued by VMC, as
security. NONEMARCO defaulted payments on these loans. Consequently, the creditor banks
filed collection cases aggregating B1.19 billion against NONEMARCO.

VMC denied liability to creditor banks on the RSDO and R5Q claims because these claims lacked
factual or legal basis and that these were issued by officers of NONEMARCO who acted
fraudulently.
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In 2015 and 2016, the SEC Special Hearing Panel ("SHP") ordered VMC to settle the claims of
certain claimant banks. VMC appealed the relevant orders of the SHP to the SEC En Banc, but
were denied. In 2017, VMC filed separate Petitions for Review with Prayer for Preliminary
Injunction and Temporary Restraining Order (“Petitions for Review") before the Court of
Appeals (CA) relating to the decisions of the SEC En Banc. On October 13, 2017, the CA granted
the Petitions for Review and set aside the SEC En Banc decisions.

VMC continues to contest the claims, but in order to achieve the objectives of the rehabilitation,
to buy peace, promote stability in its operations, and avoid further protracted litigation, VMC
filed a Motion for the Alteration or Modification of its Plan ("Motion for Alteration”) on
April 17, 2018 with respect to the RSDO and RSQ claims. The concerned parties interposed no
objection to, agreed with, and supported the Motion for Alteration. On December 3, 2018, the
SEC granted the Motion for Alteration and approved the (i) alteration or amendment of the Plan
and DRA; and (ii) payment to the RSDO and RSQ claimants a total compromise amount of
B304.92 million as full settlement of their claims payable beginning December 2019 over a
period of 10 years. Accordingly, a portion of the provision for RSDO and RSQ claims was
reversed in 2018 amounting to R876.23 million.

The current portion of the claims amounted to B30.49 million as at August 31, 2021 and 2020.
The noncurrent portion amounted to B151.58 million and R166.47 million as at August 31, 2021
and 2020, respectively (Note 10).

Labor, Civil and Other Cases

There are various lawsuits and claims such as labor and collection cases filed by third parties
against VMC. Relative to this, VMC is required to put up surety bonds (Note 9). On December 3,
2018, the SEC SHP issued an order directing VMC to validate other pending claims of the third
parties. VMC continues to monitor these claims and has recognized provisions accordingly
(Note 11).

VMC also has legal actions against third parties in the ordinary course of business.

Proceeding with the Pollution Adjudication Board (PAB)

VMC has a proceeding with the PAB on non-compliance with water and air standards. To comply
with the order of the Department of Energy and Natural Resources, VMC acquired, constructed
and installed air and water pollution control devices amounting to about B350 million. VYMC
submitted a number of pleadings to the PAB to prevent a re-imposition of the Cease and Desist
Order on which the PAB issued temporary lifting orders (TLO). VMC also filed Position Papers,
praying for the reduction of fines imposed by the PAB.

On June 19, 2017, VMC filed a Motion for issuance of Formal Lifting Order before the PAB, which
was denied on April 19, 2018. On May 17, 2018, VMC filed a Motion for Reconsideration and
Clarification, stating that the denial of the request for Formal Lifting Order was prematurely
issued. On December 11, 2019, the PAB issued the Formal Lifting Order.
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d. Convertible Note Case against Eastwest Bank Corporation (EWBC)

In 2014, VMC redeemed the convertible note held by EWBC ("EWBC CN") in accordance with
the Plan, DRA and convertible note provisions. However, EWBC did not accept the redemption.
On a letter dated September 25, 2014, VMC consigned to the SEC-appointed rehabilitation
receiver the checks amounting to B366.12 million as full payment of the EWBC CN.

On August 11, 2015, the SEC En Banc confirmed VYMC's redemption of the EWBC CN and
consignation of payments. The SEC En Banc likewise denied EWBC's motion to compel YMC to
allow EWBC to exercise its option to convert the EWBC CN. Accordingly, the “Checks payable to
EWBC" was extinguished as at August 31, 2015. These were affirmed by the CA in its Decision
dated January 19, 2016.

On June 27, 2016, VMC received a copy of the Petition for Review (with application for the
issuance of a preliminary injunction) dated June 10, 2016 ("EWBC Petition”) filed by EWBC with
the Supreme Court (SC) to appeal the CA’s decision. However, on September 23, 2016, the CA
resolved that “in view of the result of Case Management Information System verification on
September 16, 2016 which shows that no Supreme Court petition has been filed, the decision
became final on June 12, 2016. An entry of judgment is ordered issued.” Based on the CA Entry
of Judgment dated September 23, 2016, the CA decision dated January 19, 2016 became final
and executory on June 12, 2016.

EWBC filed a Manifestation dated November 15, 2016 with the CA stating that it filed a Petition
for Review before the SC on June 10, 2016. However, EWBC did not seek reconsideration of the
CA Resolution dated September 23, 2016. Accordingly, the CA Resolution dated September 23, 2016
and CA Entry of Judgment dated September 23, 2016 may be deemed to have become final and
executory.

On February 6, 2017, VMC filed its Motion to Dismiss dated February 3, 2017 (“Motion to
Dismiss") vis-a-vis the EWBC Petition with the SC. In December 2019, the case was decided by
the SC in favor of VMC. On June 22, 2020, VMC received a copy of the Motion for
Reconsideration from EWE. On January 29, 2021, VMC received the resolution of the SC dated
September 2, 2020 deciding the case in favor of VMC with finality. The SC ordered the issuance
of an Entry of Judgment on the case.

Provisions for legal claims amounted to B322.86 million and R310.87 million as at August 31, 2021
and 2020, respectively (Note 11). Management believes that the provisions for legal claims are
reasonable and adequate to cover for potential losses from these legal cases.

25.

Significant Accounting Judgments and Estimates

The Group makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. Estimates, assumptions and
judgments 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.
The estimates, assumptions and judgments that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year are
discussed below.

VICTORIAS MILLING COMPANY ANNUAL & SUSTAINABILITY REPORT 2020-21 85



Critical Accounting Judgments

a.

Recognizing Revenue from Milling Services (Note 16)

Under Republic Act No. 809, The Sugar Act of 1952, VMC and the planters should share from the
sugar and molasses produced from sugar canes owned by the planters milled by VMC (the
Cutput Sharing Arrangement). Effective September 1, 2020, the sharing allocation is 70% for the
planters and 30% for VMC.

The Group assessed that beginning September 1, 2019 its Output Sharing Arrangement with the
planters constitute a milling service, which is a separate performance obligation. The Group
recognizes the milling revenue and inventories received based on the fair value of the mill share
estimated at the average raw sugar and molasses selling prices in the week of production.

Determining the Operating Segments {Note 15)

Determination of operating segments is based on the information about components of the
Group that management uses to make decisions about the operating matters. Operating
segments use internal reports that are regularly reviewed by the Parent Company's chief
operating decision maker in order to allocate resources to the segment and assess its
performance. The Parent Company reports separate information about an operating segment
that meets any of the following quantitative thresholds: (a) its reported revenue, including both
sales to external customers and intersegment sales or transfers, is 10% or more of the combined
revenue, internal and external, of all operating segments; (b) the absolute amount of its
reported profit or loss is 10% or more of the greater, in absolute amount, of (i) the combined
reported profit of all operating segments that did not report a loss and (i) the combined
reported loss of all operating segments that reported a loss; and (c) its assets are 10% or more
of the combined assets of all operating segments.

The Group determined that its operating segments are organized and managed separately
based on the nature of the business segment, with each business representing a strategic
business segment.

Determining the Classification of Financial Instruments (Note 26)

Classification of financial instruments under PFRS 9 depends on the results of the business
model test and "sole payment of principal and interest” (SPPI) test performed by the Group.
The Group exercises judgment in determining the business model to be used in managing its
financial instrurments to achieve their business objectives.

Recoverability of Deferred Tax Assets (Note 20)

The Group reviews its deferred tax assets at each reporting date 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 asset to be utilized. Significant management judgment is
required to determine the amount of deferred tax assets that can be recognized, based on the
likely timing and level of future taxable profits together with future tax planning strategies.
However, there is no assurance that the Group will utilize all or part of the deferred tax assets.
Any deferred tax asset will be remeasured if it might result to derecognition in cases where the
expected tax law to be enacted will impose a possible risk on its realization.
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Distinction between Investment Properties and Owner-occupied Properties (Notes 7 and 8)

The Group determines whether a property qualifies as investment property. In making its
judgment, the Group considers whether the property generates cash flows largely independent
of the other assets held by an entity. Owner-occupied properties generate cash flows that are
attributable not only to property but also to the other assets used in the production or supply
process.

Some properties comprise a portion that is either held to earn rentals or for capital appreciation
and another portion is held for use in the production or supply of goods or services or for
administrative purposes. If these portions cannot be sold separately as at reporting date, the
property is accounted for as investment property only if an insignificant portion is held for use in
the production or supply of goods or services or for administrative purposes. Judgment is
applied in determining whether ancillary services are so significant that a property does not
gualify as investment property. The Group considers each property separately in making its
judgment.

Critical Accounting Estimates

a. Estimating the NRV of Inventories (Note 5)

In estimating NRV of inventories, management takes into account the most reliable evidence
available at the time the estimates are made. The Group’s business is subject to changes which
may cause inventory obsolescence and the nature of the Group's inventories is susceptible to
physical deterioration, damage, breakage and technological changes. Moreover, future
realization of the carrying amounts of inventories is affected by price changes in the market,
These aspects are considered key sources of estimation uncertainty and may cause significant
adjustments to the Group's inventories within the next financial year.

Allocation of Cost to Inventory Products (Note 5)

Management uses judgment to measure and allocate cost to its inventory products. When the
costs of conversion of each product are not separately identifiable, these are allocated among
the products on a rational and consistent basis,

Impairment of Financial Assets (Notes 2, 3 and 4)

Impairment losses on financial assets are determined based on expected credit losses (ECL). In
assessing the ECL, the Group uses historical loss experience adjusted for forward-looking factors, as
appropriate.

The Group's cash and cash equivalents are maintained at reputable financial institutions with good
industry rating and score.

For investments in UITF, the Group estimates impairment based on 12-month expected credit loss.
Investment in UITF, which have credit quality equivalent to “high grade” and have low credit risk at
reporting date, are presumed to have no significant increase in credit risk since initial recognition.
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The Group estimates impairment on trade receivables based on lifetime expected credit loss using
a provision matrix that is based on days past due and takes into consideration historical credit loss
experience, adjusted for forward-looking factors, as applicable. Management recognizes losses on
credit-impaired receivables from related parties considering its ability to pay based on its
available assets.

For other receivables, ECL is based on 12-month ECL, which pertains to the portion of lifetime
ECL that result from default events on a financial instrument that are possible within 12 months
after the reporting date.

Impairment of Non-financial Assets (Notes 7 and 8)

The Group assesses impairment on property, plant and equipment and investment properties
whenever events or changes in circumstances indicate that their carrying amounts may not be
recoverable.

The factors that the Group considers important which could trigger an impairment review
include the following:

i) significant underperformance relative to expected historical or projected future operating
results;

ii) significant changes in the manner of use of the acquired assets or the strategy for overall
business; and

iii) significant negative industry or economic trends.

As disclosed in Note 7, the Group recognized provision for impairment loss on partially damaged
components of the power generation plant amounting to B69.78 million in 2019. The provision
for impairment loss in 2019 of B69.78 million pertains to the difference of actual loss on the
damaged portion of the power generation plant amounting to B573.95 million and the
previously recognized provision for impairment loss amounting to B504.17 million as at
August 31, 2018.

Estimating the Useful Lives of Property, Plant and Equipment (Note 7)

The Group estimates useful lives of property, plant and equipment based on the period over
which the assets are expected to be available for use. The Group reviews regularly the
estimated useful lives of property, plant and equipment based on factors that include asset
utilization, internal technical evaluation, technological changes, environmental and anticipated
use of the assets tempered by related industry benchmark information.

It is possible that future results of operations could be materially affected by changes in these
estimates brought about by changes in factors mentioned. A reduction in the estimated useful
lives of property, plant and equipment would increase depreciation and amortization and
decrease noncurrent assets.
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In 2020, the Parent Company reassessed the estimated useful lives of the property, plant and
equipment. The results of the internal technical evaluation which includes review of condition
of the assets, degree of usage and utilization among others showed that the estimated useful
life of the following shall be reduced effective September 1, 2019:

Revised Estimated Useful Life

(in Years)
From To
Land improvements 12.5 10
Buildings and structures 20 15
Community buildings and equipment 20 15
Machinery and equipment 20 15to 20

The change in estimated useful lives increased the depreciation and amortization by
B74.52 million in 2020.

On October 10, 2017, the VMC's power generation plant under construction sustained damage.
In 2019, management has assessed that the estimated useful life of the power generation plant
was reduced from 25 years to 20 years because of the damage it sustained from the incident.
Consequently, the depreciation of the power generation plant increased from B21.4 million to
B26.9 million in 2019,

There are no changes in the estimated useful lives of property, plant and equipment in 2021.
Fair Value of Financial Assets {(Note 3)

Certain financial assets are carried at fair value. When the fair values of financial assets
recorded in the consolidated statements of financial position cannot be measured based on
guoted prices in active market, their fair value is measured using valuation technigues including
the Discounted Cash Flow model. The inputs to this model are taken from observable market
where possible, but where this is not feasible, a degree of judgment is required in establishing
fair values. Judgments include considerations of inputs such as liquidity risk, credit risk and
volatility. Changes in assumptions about these factors could affect the reported fair value of
financial instruments.

Fair Value of Non-financial Assets (Notes 7 and 8)

The fair values of the Group's property, plant and equipment and investment properties are
determined from market-based evidence by appraisal that was undertaken by an independent
firm of appraisers in calculating such amounts. While management believes that the
assumptions and market-based evidences used are reasonable and appropriate, significant
differences in actual experience or significant changes in the assumptions may materially affect
the valuation of the Group's property, plant and equipment and investment properties.

Since several factors are considered in the estimation fair values of property, plant and
equipment and investment properties, the Group has deemed it impracticable to perform a
reasonable sensitivity analysis.
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h. Determination of Retirement Liability (Note 21)

The determination of the cost of retirement benefits and related retirement liability is
dependent on the selection of certain assumptions used by the actuary in calculating such
amounts. The assumptions, which include among others, discount rate and rate of salary
increase are described in Note 21.

Actual results that differ from the assumptions are accumulated and are recognized as part of
other comprehensive income. While management believes that the assumptions are
reasonable and appropriate, significant differences in the Group's actual experience of
significant changes in the assumptions may materially affect the retirement liability.

i. Estimating the Provisions and Contingencies (Notes 11 and 24)

The Group is currently involved in various legal proceedings (Note 24) which are still pending
resolution or under suspension in view of the Group's rehabilitations status. Estimates of
probable costs resulting from the resolution of these claims have been developed in
consultation with the legal counsels handling the defense in these matters and are based upon
an analysis of potential results.

The Group discounts its provisions over the period such provisions are expected to be settled.
The discount rate used by the Group is a government bond rate which is a pretax rate that
reflects current market assessments of the time value of money and those risks specific to the
liability that have not been reflected in the best estimate of the expenditure. Where discounting
is used, the increase in the provision due to the passage of time is recognized as an interest
expense,

Since several factors are considered in the estimation of provision for legal claims, the Group
has deemed it impracticable to perform a reasonable sensitivity analysis. The future results of
operations could be materially affected by changes in the estimates or in the effectiveness of
the Group's strategies relating to the foregoing proceedings.

26. Risk Management, Objectives and Policies

Regulatory Risk

The Group is subject to laws and regulations in the Philippines in which it operates.
The Group has established policies and procedures in compliance with local and other laws.
Management performs regular reviews to identify compliance risks and to ensure that the systems

in place are adequate to manage those risks.

Financial Risk Management

The Group's activities expose it to a variety of financial risks: credit risk, market risk (including price
risk and cash flow and fair value interest rate risk) and liquidity risk. The Group’s overall risk
management program focuses on the unpredictability of financial markets and seeks to minimize
potential adverse effects on the Group's financial performance.
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The BOD of the Parent Company has overall responsibility for the establishment and oversight of the
Group's risk management framework. Moreover, market and credit risk management are carried
out by the Group's Treasury department. The objective is to minimize potential adverse effects on
its financial performance due to unpredictability of financial markets.

Credit Risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in
financial loss to the Group.

The Group trades only with recognized and creditworthy third parties. All customers who wish to
transact on credit terms are subject to credit verification procedures. In addition, receivable
balances are monitored on an ongoing basis. The amounts presented in the consolidated
statements of financial position are net of allowances for impairment losses on receivables,
estimated by the Group's management based on prior experience and their assessment of the
prevailing economic environment at any given time.

The Group uses a provision matrix to calculate ECL for receivables. The provision rates are based on
days past due for each type of customers. The Group adjusts historical default rates to forward-
looking default rate by determining the closely related economic factor affecting each year. At each
reporting date, the observed historical default rates are updated and changes in the forward-looking
estimates are analyzed.

Receivables for which an impairment provision was recognized were written off against the
provision when there was no expectation of recovering additional cash.

For the Group's other financial instruments measured at amortized cost, it is the Group's policy to
measure ECL on the above instruments on a 12-month basis. However, when there has been a
significant increase in credit risk since origination, the allowance will be based on the 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, as discussed in Note 25 to the
consolidated financial statements.

As at August 31, 2021 and 2020, the Group's maximum credit exposure is equal to the carrying
values of the following financial assets:

2021 2020

Cash and cash equivalents'® #537,581 R498,680
Investments in UITF 1,108,571 116,456
Trade and other receivables'® 806,606 497,351
Receivable from a government bank 81,338 139,477
Cash surety bonds 22,79% 22,191
Refundable deposits 1,305 2,629
#2,558,697 R1,276,824

(1) excluding cosh on hand
(2) excluding advances to officers and employees included under ather receivables; net of allowance for impairment
losses

At the reporting date, there were no significant concentrations of credit risk as the Group's financial
assets are actively monitored.
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The table below presents the summary of the Group's exposure to credit risk and shows the credit
guality of the assets by indicating whether the assets are subjected to 12-month ECL or lifetime ECL
as at August 31, 2021.

2021
12-month ECL— 12-month ECL—  Lifetime ECL—  Lifetime ECL -
Not Impaired Credit Impaired  Not Impaired Credit Impaired Total

Financial assets at amortized cost
Cash and cash equivalents F537,581 B B— B #537,581
Trade receivables:

Related parties 415,280 - - - 415,280

Third parties 363,437 - 11,170 21,650 396,257
Other receivables 9,714 - 7,005 10,193 26,912
Refundable deposits 1,305 - - - 1,305
Receivable from a government

bank 81,838 - = - 81,838
Cash surety bonds 22,796 - - - 22,796
Financial assets at FVPL
Investments in UITF 1,108,571 - - - 1,108,571

F2,540,522 [ P18,175 ®31,843 ®2,590,540

(1) Excluding odvances to officers and employees amounting to B1,580

The table below presents the summary of the Group’s exposure to credit risk and shows the credit
quality of the assets by indicating whether the assets are subjected to 12-month ECL or lifetime ECL
as at August 31, 2020.

2020
12-month ECL— 12-month ECL—  Lifetime ECL—  Lifetime ECL—
Mot Impaired Credit Impaired Mot Impaired Credit Impaired Total

Financial assets at amortized cost
Cash and cash equivalents B498 680 = = - 498,680
Trade receivables:

Related parties 162,302 = = = 162,302

Third parties 309,968 224 11,114 17,695 339,001
Other receivables 5,695 - 8,272 10,193 24,160
Refundable deposits 2,629 - - - 2,629
Receivable from a government

bank 139,477 = - - 139,477
Cash surety bonds 22,191 - - - 22,191
Financial assets at FVPL
Investments in UITF 116,496 - - - 116,496

B1,257 438 Rr224 B19,386 B27 B8B B1,304,936

(1) Excluding odvances to officers and employees amounting to 1,117

Information on the Group's other current receivables and other noncurrent assets that are impaired
as at August 31, 2021 and 2020 and the movements of the allowance used to record the impairment
losses are disclosed in Notes 4, 6 and 9 to the consolidated financial statements.

Liquidity Risk

Liquidity risk is the risk of not meeting obligations as they become due because of an inability to
liquidate assets or obtain adequate funding. The Group monitors and maintains a level of cash
deemed adequate by the management to finance the Group's operations and mitigate the effects of
fluctuations in cash flows,
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The following tables summarize the maturity profile of the Group's financial assets and financial
liabilities as at August 31, 2021 and 2020 based on contractual undiscounted payments:

2021
Within More than
On Demand One Year One Year Total
Financial Assets
Loans and receivables:
Cash and cash equivalents B538,701 B— - $538,701
Trade receivables:
Third parties™ 11,170 363,437 - 374,607
Related parties = 415,280 - 415,280
Others 11 1,720 14,999 - 16,719
Investments in LWITF 1,108,571 - - 1,108,571
Other noncurrent assets 'Y 81,838 - 31,143 112,981
1,742,000 793,716 31,143 2,566,859
Financial Liabilities
Other financial liabilities:
Trade and other current liabilities
Third parties™® 429,947 - - 429,947
Related parties 4,161 - - 4,161
Payable to claimants - 30,492 213,447 243,939
434,108 30,492 213,447 678,047
P1,307,892 R763,224 (P182,304) P1,888,812

(1) net of allowance for impairment losses
(2) excluding customers” deposits, ens payable and due to government ogencies
(3) excluding advonces to suppliers and computer saftware, net of alowance far impairment losses

2020
Within Maore than
On Demand One Year One Year Total
Financial Assets
Loans and receivables:
Cash and cash equivalents B522,113 - - ©522,113
Trade receivables;
Third parties'!! 215,545 105,537 - 321,082
Related parties - 162,302 - 162,302
Others 267 13,6599 - 13,966
Investments in WITF 116,496 - - 116,496
Other noncurrent assets '3 93,925 - 77.414 171,339
948,346 281,538 77,414 1,307,298
Financial Liabilities
Other financial liabilities:
Trade and other current liabilities
Third parties™® 370,847 - - 370,847
Related parties 2,305 - - 2,305
Payable to claimants - 30,492 243,939 274,431
373,152 30,492 243,939 647,583
B575,194 #251,046 (B166,525) B659,715

(1) net of allowance for impairment losses
(2] excluding customers’ deposits, Nens payable ond due to government agencies
(3) excluding computer software, net of allowance for impairment losses
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Market Risk

Market risk is the risk that the fair value of financial instruments of the Group from fluctuation in
market interest rates (interest rate risk), price with respect to sugar (price risk), foreign exchange
rates (foreign currency risk) and equity price (equity price risk), whether such change in prices is
caused by factors specific to the individual instruments or its issuer, or factors affecting all
instruments traded in the market.

a. Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will affect future cash flows or the fair
values of financial instruments.

The Group’s borrowings (Note 12) are not sensitive to movements in interest rates as they carry
fixed interest rates.

The Group’s exposure to interest rate risk is limited only to holdings of investments in UITF
classified as financial assets at FVPL (Note 3). The underlying pool of assets for these UITFs is
consist however, of short-term money market instruments which are not exposed to significant
interest rate risks.

b. Foreign Currency Risk

Foreign exchange risk is the risk that the fair value or future cash flows of financial instruments
will fluctuate because of changes in foreign exchange rates. It arises on financial instruments
that are denominated in a foreign currency other than the functional currency.

The Group’s exposure to foreign currency risk is very minimal and is limited only to its bank
deposits (included in cash and cash equivalents) denominated in US dollar (USD) amounting to
US50.70 million and US52.16 million as at August 31, 2021 and 2020, respectively. Accordingly,
no sensitivity analysis is deemed necessary.

Fair Value of Financial Assets and Liabilities

The carrying values of cash and cash equivalents, trade and other receivables and trade and other
current payables approximate their fair values due to the short-term maturity of these instruments.

The carrying value of long-term debt approximates its fair value and is calculated by discounting the
expected future cash outflows at prevailing effective interest rate.

As part of the reforms of the PSE to expand capital market and improve transparency among listed
firms, PSE has required a minimum of 10% of the listed companies’ issued and outstanding shares,
exclusive of any treasury shares, to be held by the public. The Group is compliant with respect to this
requirement.

The Group is governed by the Plan as submitted and approved by the SEC. The details of these plans
or programs are disclosed in Note 1.

The debt to asset ratio of the Group as at August 31, 2021 and 2020, which has been within the
Group's acceptable range as set by the BOD, is calculated as follows:

2021 2020

Total liabilities B1,450,474 £1,487,521
Total assets 10,350,038 9,558,059
0.14:1 0.16:1

27.

Capital Management

Capital is managed to ensure that the Group will continue as a going concern while maximizing the
return on the investments of shareholders. For this purpose, capital is defined as total equity
attributable to the shareholders of Parent Company as presented in the consclidated statements of
financial position.
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28.

Summary of Significant Accounting Policies
The principal accounting policies applied in the preparation of these consolidated financial statements
are set out below. These policies have been consistently applied to all the years presented, unless

otherwise stated.

Basis of Preparation

These consolidated financial statements of the Group have been prepared in accordance with PFRS.
The term PFRS in general includes all applicable PFRS, PAS and interpretations of the PIC, Standard
Interpretations Committee (SIC) and International Financial Reporting Interpretations Committee
(IFRIC) which have been approved by the Financial Reporting Standards Council (FRSC) and adopted by
the SEC.

The consolidated financial statements have been prepared under the historical cost convention, as
modified by revaluation of investments in UITF, revaluation of certain property, plant and equipment
and investment properties.

The preparation of consolidated financial statements in conformity with PFRS requires the use of
certain critical accounting estimates. It also requires management to exercise judgment in the process
of applying the Group’s accounting policies. The areas involving higher degree of judgment or
complexity, or areas where assumptions and estimates are significant to the consolidated financial
statements are disclosed in Note 25.

Basis of Consolidation

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

WVQPC has ceased operations and liquidated its assets since June 2012 as approved by the BOD.
Accordingly, the Company has fully impaired its investment in VQPC. As at reporting date, VOPC has
no assets and is only waiting for final clearances from government agencies.
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On April 13, 2016, the Group incorporated VGEC, a wholly-owned subsidiary. Its primary purpose is
to carry on the business of power generation derived from renewable energy resources for
wholesale of electricity to power companies, distribution utilities, electric cooperatives, retail
electricity suppliers, aggregators and other customers. VGEC is yet to commence operations as at
August 31, 2021.

{a) Subsidiaries

Subsidiaries are all entities over which the Group has control. The Group 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. The Group also assesses
existence of control where it does not have more than 50% of the voting power but is able to
govern the financial and operating policies by virtue of de-facto control. De-facto control may
arise in circumstances where the size of the Group’s voting rights relative to the size and
dispersion of holdings of other shareholders give the Group the power to govern the financial
and operating policies.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group.
These are de-consolidated from the date that control ceases.

The Group applies the acquisition method of accounting to account for business combinations.
The consideration transferred for the acquisition of a subsidiary is the fair values of the assets
transferred, the liabilities incurred to the former owners of the acquiree and the equity interests
issued by the Group. The consideration transferred includes the fair value of any asset or liability
resulting from a contingent consideration arrangement. Acquisition-related costs are expensed
as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair values at the acquisition date. On an
acquisition-by-acquisition basis, the Group recognizes any noncontrolling interest in the
acquiree either at fair value or at the noncontrolling interest’s proportionate share of the
acquiree’s identifiable net assets.

If the business combination is achieved in stages, the acquisition date carrying value of the
acquirer's previously held equity interest in the acquiree is remeasured to fair value at the
acquisition date through profit or loss.

Any contingent consideration to be transferred by the Group is recognized at fair value at the
acquisition date. Subsequent changes to the fair value of the contingent consideration that is
deemed to be an asset or liability is recognized in accordance with PFRS 9 either in profit or loss
or as a change to other comprehensive income. Contingent consideration that is classified as
equity is not remeasured, and its subsequent settlement is not accounted for within equity.

The excess of the aggregate of the consideration transferred, the amount of any noncontrolling
interest in the acquiree and the acquisition-date fair value of any previous equity interest in the
acquiree over the fair value of the Group’s share of the identifiable net assets acquired is
recorded as goodwill. If the total of consideration transferred, noncontrolling interest
recognized and previously held interest measured is less than the fair value of the net assets of
the subsidiary acquired in the case of a bargain purchase, the difference is recognized directly in
profit or loss.
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Inter-company transactions, balances and unrealized gains on transactions between group
companies are eliminated. Unrealized losses are also eliminated. Accounting policies of
subsidiaries have been changed where necessary to ensure consistency with the policies
adopted by the Group.

When the Group ceases to have control, any retained interest in the entity is remeasured to its
fair value at the date when control is lost, with the change in carrying amount recognized in
profit or loss. The fair value is the initial carrying amount for purposes of subsequently
accounting for the retained interest as an associate, joint venture or financial asset. In addition,
any amounts previously recognized in other comprehensive income in respect of that entity are
accounted for as if the Group had directly disposed of the related assets or liabilities. This may
mean that amounts previously recognized in other comprehensive income are reclassified to
profit or loss.

{b) Transactions with Noncontrolling Interests

Transactions with noncontrolling interests that do not result in loss of control are accounted for
as equity transactions - that is, as transactions with the owners in their capacity as owners. For
purchases from noncontrolling interests, the difference between any consideration paid and the
relevant share acquired of the carrying value of net assets of the subsidiary is recorded in
equity. Gains or losses on disposals to noncontrolling interests are also recorded in equity.

Interests in the equity of subsidiaries not attributable to the Parent Company are reported in
consolidated equity as noncontrolling interests. Profits or losses attributable to noncontrolling
interests are reported in the consolidated statements of income as net income (loss)
attributable to noncontrolling interests.

Moncontrolling interests represent the interest not held by the Parent Company in CDC, VGCCI
and VQPC in 2021 and 2020 (Note 1).

Changes in Accounting Policies

Adoption of Amended Standards and Framewaork

The FRSC approved the adoption of a number of amended standards and framework as part of PFRS.

The Company adopted the following new and amended PFRS effective for annual period beginning
on or after September 1, 2020:

o Amendments to References to Conceptual Framework in PFRS sets out amendments to PFRS,
their accompanying documents and PFRS practice statements to reflect the issuance of the
revised Conceptual Framework for Financial Reporting in 2018 (2018 Conceptual Framewaork).
The 2018 Conceptual Framework includes: (a) a new chapter on measurement; (b) guidance on
reporting financial performance; (c) improved definitions of an asset and a liability and
guidance supporting these definitions; and (d) clarifications in important areas, such as the
roles of stewardship, prudence and measurement uncertainty in financial reporting.
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Some standards, their accompanying documents and PFRS practice statements contain
references to, or gquotations from, the International Accounting Standards Committee's
Framework for the Preparation and Presentation of Financial Statements adopted by the IASB
in 2001 or the Conceptual Framewaork for Financial Reporting issued in 2010. The amendments
update some of those references and quotations so that they refer to the 2018 Conceptual
Framework, and makes other amendments to clarify which version of the Conceptual
Framework is referred to in particular documents.

Definition of a Business (Amendments to PFRS 3, Business Combinations). The amendments
narrowed and clarified the definition of a business. The amendments also permit a simplified
assessment of whether an acquired set of activities and assets is a group of assets rather than a
business. The amendments: (a) confirmed that a business must include inputs and a process,
and clarified that the process must be substantive and the inputs and process must together
significantly contribute to creating outputs; (b) narrowed the definition of a business by
focusing the definition of outputs on goods and services provided to customers and other
income from ordinary activities, rather than on providing dividends or other economic benefits
directly to investors or lowering costs; and (c) added a test that makes it easier to conclude that
a company has acquired a group of assets, rather than a business, if the value of the assets
acquired is substantially all concentrated in a single asset or group of similar assets.

Definition of Material (Amendments to PAS 1, Presentation of Financial Statements, and PAS 8,
Accounting Policies, Changes in Accounting Estimates and Errors). The amendments refine the
definition of material. The amended definition of material states that such information is
material if omitting, misstating or obscuring it could reasonably be expected to influence the
decisions that the primary users of general purpose financial statements make on the basis of
those financial statements, which provide financial information about a specific reporting
entity. The amendments clarify the definition of material and its application by: (a) raising the
threshold at which information becomes material by replacing the term ‘could influence’ with
‘could reasonably be expected to influence’; (b) including the concept of ‘obscuring
information’ alongside the concept of ‘omitting” and ‘misstating’ information in the definition;
(c) clarifying that the users to which the definition refers are the primary users of general
purpose financial statements referred to in the Conceptual Framework; (d) clarifying the
explanatory paragraphs accompanying the definition; and (e) aligning the wording of the
definition of material across PFRS and other publications. The amendments are expected to
help entities make better materiality judgments without substantively changing existing
requirements.

Coronavirus Disease 2019 (COVID-19) - Related Rent Concessions (Amendments to PFRS 16,
Leases). The amendments introduce an optional practical expedient that simplifies how a lessee
accounts for rent concessions that are a direct consequence of COVID-19. A lessee that applies
the practical expedient is not required to assess whether eligible rent concessions are lease
modifications, and accounts for them in accordance with other applicable guidance. The
practical expedient apply if:

- the revised consideration is substantially the same or less than the original consideration;
- the reduction in lease payments relates to payments due on or before June 30, 2021; and

- no other substantive changes have been made to the terms of the lease.

VICTORIAS MILLING COMPANY ANNUAL & SUSTAINABILITY REPORT 2020-21
VICTORIAS MILLING COMPANY ANNUAL & SUSTAINABILITY REPORT 2019-20

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

Amended Standards Not yet Adopted

A number of amended standards are effective for annual periods beginning after September 1, 2020
and have not been applied in preparing the consolidated financial statements.

The Company will adopt the following amended standards on the respective effective dates:

* Reference to Conceptual Framework (Amendments to PFRS 3). The amendments updated PFRS
3 to refer to the 2018 Conceptual Framework; added a requirement that, for transactions and
other events within the scope of PAS 37 or Philippine Interpretation IFRIC 21, Levies, an entity
applies PAS 37 or Philippine Interpretation IFRIC 21 instead of the 2018 Conceptual Framework
to identify the liabilities it has assumed in a business combination; and added an explicit
statement that an entity does not recognize contingent assets acguired in a business
combination.

The amendments apply for annual reporting periods beginning on or after January 1, 2022,
with early application permitted.

* 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 consolidated statement of comprehensive income. This disclosure is not
required if such proceeds and cost are presented separately in the consolidated 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 consolidated financial statements in which the
company first applies the amendments.

* Onerous Contracts — Cost of Fulfilling a Contract (Amendments 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.
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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 to 2020 Cycle contain changes to four
standards, of which the following are applicable to the Company:

- Fees in the "10 per cent’ Test for Derecognition of Financial Liabilities (Amendment to
PFRS 9). This amendment clarifies that for the purpose of performing the ‘10 per cent test’
for derecognition of financial liabilities, in determining those fees paid net of fees received,
a borrower includes 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.

- Lease Incentives (Amendment to Illlustrative Examples accompanying PFRS 18). 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, with early application permitted.

Classification of Liabilities as Current or Noncurrent (Amendments to PAS 1). This amended
standard is not expected to have a significant effect on the consolidated financial statements.

The amendments to PAS 1 promote consistency in the application and clarify the requirements
on determining whether a liability is current or noncurrent. The amendments:

- 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;

- clarified that a right to defer settlement exists only if the company complies with conditions
specified in the loan agreement at the end of the reporting period, even if the lender does
not test compliance until a later date; and

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

The amendments apply retrospectively for annual reporting periods beginning on or after
January 1, 2023. Earlier application is permitted.
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* |nterest Rate Benchmark Reform Phase 2 (Amendments to PFRS 9, PAS 39, PFRS 7, 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
and mitigate the risk of discontinuations of existing hedging relationships because of changes
required by reforms. The amendments address issues that might affect financial reporting
during the reform in the following key areas:

- Practical expedient for particular changes to contractual cash flows. As a practical expedient,
a company will account for a change in the basis for determining the contractual cash flows
that is required by the reform by updating the effective interest rate of the financial
instrument. If there are other changes to the basis for determining the contractual cash
flows, then a company first applies the practical expedient to the changes required by the
reform and then applies other applicable requirements of PFRS 9 to other changes. A similar
practical expedient applies to insurers applying PAS 39 and |lessees for lease maodifications
required by a reform.

- Relief from specific hedge accounting requirements. The amendments enable and require
companies to continue hedge accounting in circumstances when changes to hedged items
and hedging instruments arise as a result of changes required by the reform. A company is
required to amend the formal designation of hedging relationships to reflect the changes
required by the reform. Reliefs are also provided for amounts accumulated in the cash flow
hedge reserve, the separately identifiable requirement, groups of items designated as
hedged items and retrospective effectiveness assessment under PAS 39.

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

The amendments are effective for annual reporting periods beginning on or after January 1,
2021. Earlier application is permitted. The amendments 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 relationship meets all gqualifying criteria
for hedge accounting at the date of initial application.

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

Revenue Recognition
Revenue from contract with customers is recognized when the performance obligation in the

contract has been satisfied, either at a point in time or over time. Revenue is recognized over time if
one of the following criteria is met: (a) the customer simultaneously receives and consumes the
benefits as the Group perform 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. Otherwise, revenue is recognized at a point in
time.
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The Group also assesses its revenue arrangements to determine if it is acting as a principal or as an
agent. The Group has assessed that it acts as a principal in all of its revenue sources.

The following specific recognition criteria must also be met before revenue is recognized.

Milling Service Revenues. Revenue is recognized upon conversion of the planters’ canes into raw
sugar and molasses based on the fair value of the mill share at the average raw sugar and molasses
selling prices in the week of production. The Group recognized milling service revenue beginning
September 1, 2019 when the Group adopted the revenue recognition guidance for sugar millers
under Philippine Interpretations Committee (PIC) Questions and Answers No. (Q&A) 2019-03. The
PIC Q&A addresses the application of PFRS 15, Revenue from Contracts with Customers, by sugar
millers.

The Group provides subsidies to planters for hauling cost of sugar cane transported to the mill site.
The consideration payable to the planters is accounted for as a reduction against milling service
revenues unless the payment to the planters is in exchange for a distinct good or service that the
planters transfer to the Group.

Sale of Raw Sugar. Revenue is recognized upon endorsement and transfer of quedans which
represents ownership title over the raw sugar.

Sale of Refined Sugar. Revenue is recognized upon approval and release of refined sugar delivery
order.

Sale of Alcohol and Ethanol. Revenue is recognized upon delivery of alcohol and ethanol inventories
to customers.

Sale of Molasses. Revenue is recognized upon transfer of molasses warehouse receipts which
represents ownership title over the molasses inventories.

Sale of Power. Revenue from sale of power is recognized on the period the electricity is provided to
the Wholesale Electricity Spot Market (WESM).

Sale of Canned Goods and Processed Meat. Revenue is recognized when the products are delivered
to the customer,

Tolling Revenues. Revenue is recognized when the tolling services have been rendered.

Real Estate Sales and Internment Services. Revenue from real estate is recognized using full accrual
method upon reaching 20% collection of net contract price.

Internment services is recognized when the services were already performed to clients who have
acquired the said services. The services include fabrication of internment vault, marker services,

fees for funeral mass, and other related services.

Interest Income. Interest is recognized as interest accrues, taking into account the effective yield of
the asset, net of final tax.

Rental Income. Income is recognized on a straight-line basis over the lease term.
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Other Income. Other income such as income from scrap sales, and gains from disposal is recorded
when earned.

Cost and Expense Recognition

Costs and expenses are recognized in the Group’s consolidated statements of income when a
decrease in future economic benefit related to a decrease in an asset or an increase of a liability has
arisen that can be measured reliably.

Cost of sales and services includes the direct and allocated indirect costs which are incurred upon
processing of the Group's products and rendering of its tolling services. These are recognized when
the related goods are sold or the related services are rendered.

Operating expenses are recognized by the Group when incurred. These are the expenses which are
not directly related to the cost of sales and services of the Group.

Financial Instruments
Recognition and Initial Measurement. A financial instrument is any contract 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 consolidated statements of
financial position when it becomes a party to the contractual provisions of the instrument.

A financial asset 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 fair value
through profit or loss (FVPL), includes transaction costs.

Financial Assets and Liabilities

Date of Recognition. The Group recognizes a financial asset or liability in the consolidated
statements of financial position when the Group becomes a party to the contractual provisions of a
financial instrument. In the case of a regular way purchase or sale of financial assets, recognition
and derecognition, as applicable, is done using settlement date accounting.

Initial Recognition and Measurement. Financial instruments are recognized initially at fair value,
which is the fair value of the consideration given (in case of an asset) or received (in case of a
liability). The initial measurement of financial instruments, except for those measured or designated
at FVPL, includes transaction cost.

“Day 1" Difference. Where the transaction in a non-active market is different from the fair value of
other observable current market transactions in the same instrument or based on a valuation
technique whose variables include only data from observable market, the Group recognizes the
difference between the transaction price and fair value (a "Day 1" difference) in profit or loss. In
cases where there is no observable data on inception, the Group deems the transaction price as the
best estimate of fair value and recognizes "Day 1" difference in profit or loss when the inputs
become observable or when the instrument is derecognized. For each transaction, the Group
determines the appropriate method of recognizing the “Day 1” difference.

VICTORIAS MILLING COMPANY ANNUAL & SUSTAINABILITY REPORT 2020-21 103



Financial Assets

Classification. The Group classifies its financial assets at initial recognition under the following
categories: (a) financial assets at FVPL, (b) financial assets at amortized cost and (c) financial assets
at FVOCI. The classification of a financial instrument largely depends on the Group's business model
and its contractual cash flow characteristics.

As at August 31, 2021 and 2020, the Group has no financial assets classified and measured at FVOCI.

Financial Assets at Amortized Cost. A financial asset should be measured at amortized cost if both of
the following conditions are met:

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

» 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.

After initial recognition, financial assets at amortized cost are subsequently measured at amortized
cost using the effective interest method, less any allowance for impairment. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees that are an
integral part of the effective interest rate. Gains and losses are recognized in profit or loss when the
financial assets are derecognized, impaired and through amortization process. Financial assets at
amortized cost are included under current assets if realizability or collectability is within 12 months
after the reporting period. Otherwise, these are classified as noncurrent assets.

The Group classifies its cash and cash equivalents, trade and other receivables excluding advances to
officers and employees included under other receivables; net of allowance for impairment losses,
receivable from a government bank, cash surety bonds and refundable deposits under this category.

Under PAS 39, cash and cash equivalents and trade and other receivables were classified as loans
and receivables.

Financial Assets at FVPL. Financial assets that do not meet the criteria for being measured at
amortized cost or FVOCI are classified under this category. Specifically, financial assets at FVPL
include financial assets that are (a) held for trading, (b) designated upon initial recognition at FVPL,
or (¢) mandatorily required to be measured at fair value.

Financial assets are classified as held for trading if these 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 these 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 at amortized cost or at FVOCI, debt instruments may be designated at
FVPL on initial recognition if doing so eliminates, or significantly reduces, an accounting mismatch.

Financial assets at FVPL are measured at fair value at each reporting date, with any fair value gains
or losses recognized in profit or loss to the extent these are not part of a designated hedging
relationship.
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This category includes investments in UITF.

Loans and Receivables. Loans and receivables are non-derivative financial assets with fixed or
determinable payments and maturities that are not quoted in an active market. These are not
entered into with the intention of immediate or short-term resale and are not designated as
financial assets at FVPL or AFS financial assets.

Subsequent to initial measurement, loans and receivables are carried at amortized cost using the
effective interest method, less any allowance for impairment in value. Amortized cost is calculated
by taking into account any discount or premium on acquisition and fees that are integral part of the
effective interest rate. Gains or losses are recognized in profit or loss when loans and receivables
are derecognized or impaired, as well as through the amortization process.

AFS Financial Assets. AFS financial assets are those non-derivative financial assets which are
designated as such or are not classified in any other categories. These are purchased and held
indefinitely, and may be sold in response to liquidity requirements or changes in market conditions.

After initial recognition, AFS financial assets are subsequently measured at fair value with unrealized
gains and losses recognized as other comprehensive income until the investment is derecognized or
until the investment is determined to be impaired, at which time the cumulative gain or loss
previously reported as other comprehensive income is recognized in profit or loss. The effective
yield component of AFS financial assets, as well as the impact on foreign currency-denominated
AFS financial assets, is recognized in profit or loss. Interest earned on holding AFS financial assets is
recognized as “Interest income” using effective interest method.

Financial Liabilities

Classification. The Group classifies its financial liabilities at initial recognition as either financial
liabilities at FVPL or financial liabilities at amortized cost. The classification of a financial instrument
largely depends on the Group's business model and its contractual cash flow characteristics.

The Group does not have financial instruments classified as financial liabilities at FVPL.

Financial Liabilities at Amortized Cost. Financial liabilities are categorized as financial liabilities at
amortized cost unless either the financial liability is held for trading and is therefore required to be
measured at FVPL or the entity elects to measure the liability at FVPL. Financial liabilities are
recognized when the substance of the contractual arrangement results in the Group having an
obligation either to deliver cash or another financial asset to the holder, or to settle the obligation
other than by the exchange of a fixed amount of cash or another financial asset for a fixed number
of its own equity instruments. These financial liabilities are initially recognized at fair value less any
directly attributable transaction costs,

After initial recognition, these financial liabilities are subsequently measured at amortized cost using
the effective interest method. Amortized cost is calculated by taking into account any discount or
premium on the issue and fees that are an integral part of the effective interest rate. Gains and
losses are recognized in profit or loss when the liabilities are derecognized or through the
amortization process.

The Group classifies its trade and other current liabilities (excluding statutory payables, customers’
deposit and liens payable), borrowings and payable to claimants under this category.
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Reclassification

The Group reclassifies its financial assets when, and only when, the Group changes its business
model for managing those financial assets. The reclassification is applied prospectively from the first
day of the first reporting year following the change in the business model (reclassification date).

For a financial asset reclassified out of the financial assets at amortized cost category to financial
assets at FVPL, any gain or loss arising from the difference between the previous amortized cost of
the financial asset and fair value is recognized in profit or loss.

For a financial asset reclassified out of the financial assets at FVPL category to financial assets at
amortized cost, its fair value at the reclassification date becomes its new gross carrying amount.

For a financial asset reclassified out of the financial assets at amortized cost category to financial
assets at FVOCI, any gain or loss arising from a difference between the previous amortized cost of
the financial asset and fair value is recognized in other comprehensive income.

Impairment of Financial Assets
The Group assesses at the end of each reporting year whether a financial asset or a group of
financial assets is impaired.

The Group recognizes impairment loss based on ECL, which is the difference between the
contractual cash flows due in accordance with the contract and all the cash flows that the Group
expects to receive. The difference is then discounted at an approximation to the asset's original
effective interest rate.

For trade receivables, the Group has applied the simplified approach and has calculated ECL based
on the lifetime expected credit losses. 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 other financial assets at amortized cost, which comprise cash equivalents, other receivables
(including due from related parties), UITF, receivable from a government bank, cash surety bonds
and refundable deposits, ECL is based on 12-month ECL, which pertains to the portion of lifetime
ECL that result from default events on a financial instrument that are possible within 12 months
after the reporting date.

Derecognition of Financial Assets and Liabilities
A financial asset (or where applicable, a part of a financial asset or part of a group of similar financial
assets) is derecognized by the Group when:

The rights to receive cash flows from the asset has expired; or
The Group retains the right to receive cash flows from the asset, but has assumed an obligation
to pay them in full without material delay to a third party under a "pass-through” arrangement;
or

¢ The Group has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and benefits of the asset, or (b) has neither transferred nor
retained substantially all the risks and benefits of the asset, but has transferred control over the
asset.
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Where the Group has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and benefits of the asset nor transferred control
of the asset, the asset is recognized to the extent of the Group’s continuing involvement in the
asset. Continuing involvement that takes the form of a guarantee over the transferred asset, if any,
is measured at the lower of original carrying amount of the asset and the maximum amount of
consideration that the Group could be required to pay.

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or
has expired. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and the recognition of
a new liability, and the difference in the respective carrying amounts is recognized in profit or loss.

A modification is considered substantial if the present value of the cash flows under the new terms,
including net fees paid or received and discounted using the original effective interest rate, is
different by at least 10% from the discounted present value of remaining cash flows of the original
liability.

The fair value of the modified financial liability is determined based on its expected cash flows,
discounted using the interest rate at which the Group could raise debt with similar terms and
conditions in the market. The difference between the carrying value of the original liability and fair
value of the new liability is recognized in the profit or loss.

On the other hand, if the difference does not meet the 10% threshold, the original debt is not
extinguished but merely modified. In such case, the carrying amount is adjusted by the costs or fees
paid or received in the restructuring.

Offsetting of Financial Assets and Liabilities

Financial assets and liabilities are offset and the net amount reported in the consolidated
statements of financial position if, and only if, there is a currently enforceable legal right to offset
the recognized amounts and there is intention to settle on a net basis, or to realize the asset and
settle the liability simultaneously. This is not generally the case with master netting agreements,
and the related assets and liabilities are presented gross in the consolidated statements of financial
position.

Classification of Financial Instrument between Liability and Equity
A financial instrument is classified as liability if it provides for a contractual obligation to:

* Deliver cash or another financial asset to another entity;

» Exchange financial assets or financial liabilities with another entity under conditions that are
potentially unfavorable to the Group; or

e 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 Group 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 liability.
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Inventories
Inventories are valued at the lower of cost and net realizable value (NRV). Net realizable value is the
estimated selling price less the costs to sell.

Inventories are accounted for as follows:

Refined Sugar, Alcohol and Ethanol. Determined using weighted average method. This includes the
cost of production and related direct labor and overhead cost incurred in the conversion of sugar
cane to different outputs. Production costs are allocated to inventories based on a rational and
consistent basis.

Raw Sugar and Molasses. Determined using weighted average method. Beginning September 1,
2019, cost of raw sugar and molasses consist of milling service consideration valued at fair value at
the time of production and costs of purchases from third parties. Prior to September 1, 2019, cost of
raw sugar and molasses consists of costs of production, direct labor and overhead cost and costs
purchases from third parties.

Real Estate Held-for-sale. Real estate held for sale is carried at the lower of cost or NRV. The cost
includes acquisition and development costs of the real estate property plus other costs and
expenses incurred incidental to the development of the property. Cost is further reduced by any
provision for write-down. Net realizable value is the estimated selling price in the ordinary course of
business less the estimated cost to complete and the estimated cost necessary to make the sale.

Processed Food. Determined using the specific identification method. This includes direct materials,
labor and a proportion of manufacturing overhead costs based on normal operating capacity.

Materials and Supplies. Determined using weighted average method. This includes the purchase
cost and other directly attributable costs determined based on their original purchase price.

Work-in-process. Determined using cost allocation based on the production phase of the product.
Cost consists of allocated costs of production, direct labor and overhead cost

Manufactured and Fabricated Products. Determined using current replacement cost as its net
realizable value.

The excess of cost over the net realizable value is recognized as write-down in profit or loss.
Reversals of previously recorded write-downs are credited to profit or loss based on the result of
management’'s update assessment, considering the available facts and circumstances, including but
not limited to net realizable value at the time of disposal.

Real estate held for sale is derecognized when sold or written-off. When real estate under
development is sold, the carrying amount of the asset is recognized as an expense in the period in
which the related revenue is recognized.

For raw and refined sugar, alcohol, ethanol, molasses, work-in-process and real estate held-for-sale,
MRV is the estimated selling price in the ordinary course of business, less estimated costs of
completion and the estimated costs necessary to make the sale. For materials and supplies, the NRY
is the current replacement cost.
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An allowance for inventory losses is provided for slow-moving, obsolete and defective inventories
based on management’s physical inspection and evaluation. When inventories are sold, the cost and
related allowance is removed from the account and the difference is charged against operations.

Inventories are derecognized when these are sold. The carrying amount of those inventories is
recognized as an expense (reported as cost of sales and services in profit or loss) in the period in
which the related sale is recognized.

Other Current Assets

Other current assets are expenses already paid but not yet incurred and are initially recorded at face
value and subsequently measured at carrying value less any impairment loss. These include excess
input VAT, advances to suppliers, prepaid expenses, biological assets and other assets.

Input and advance output VAT. Revenue, expenses, assets and liabilities are recognized net of the
amount of VAT, except where the VAT incurred on purchase of assets or services is not recoverable
from the taxation authority, in which case VAT is recognized as part of the cost of acquisition of the
asset or as part of the expense as applicable.

The net amount of VAT recoverable from the taxation authority is included as part of "Other current
assets” in the consolidated statements of financial position.

Biological asset pertains to the accumulated costs of purchasing, cultivating and propagating the live
and unharvested fish. Since there is no active market for the biological asset and due to the absence
of a reliable estimate to measure the fair value less estimated point-of-sale costs, biological asset is
measured at cost less any impairment in value as permitted under PAS 41, Biological Assets.

Investment in an Associate

Investment in an associate is accounted for under the equity method of accounting. An associate is
an entity in which the Group has significant influence and which is neither a subsidiary nor a joint
venture,

An investment is accounted for using the equity method from the day it becomes an associate. On
acquisition of investment, the excess of the cost of investment over the investor's share in the net
fair value of the investee's identifiable assets, liabilities and contingent liabilities is accounted for as
goodwill and included in the carrying amount of the investment and not amortized. Any excess of
the investor's share of the net fair value of the investee's identifiable assets, liabilities and
contingent liabilities over the cost of the investment is excluded from the carrying amount of the
investment, and is instead included as income in the determination of the share in the earnings of
the investees.

Under the equity method, the investments in the investee companies are carried in the consolidated
statements of financial position at cost plus post-acquisition changes in the Group's share in the net
assets of the investee companies, less any impairment in values. The consolidated statements of
income reflects the share of the results of the operations of the investee companies. The Group's
share of post-acquisition movements in the investee's equity reserves is recognized directly in
equity. Profits and losses resulting from transactions between the Group and the investee
companies are eliminated to the extent of the interest in the investee companies and for unrealized
losses to the extent that there is no evidence of impairment of the asset transferred. Dividends
received are treated as a reduction of the carrying value of the investment.
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The Group discontinues applying the equity method when their investments in investee companies
are reduced to zero. Accordingly, additional losses are not recognized unless the Group has
guaranteed certain obligations of the investee companies. When the investee companies
subsequently report net income, the Group will resume applying the equity method but only after
its share of that net income equals the share of net losses not recognized during the year the equity
method was suspended.

The reporting date of the investee and the Group are identical and the investee’s accounting policies
conform to those used by the Group for like transactions and events in similar circumstances.

Upon loss of significant influence over the associate, the Group measures and recognizes any
retaining investment at its fair value. Any difference between the carrying amount of the associate
upon loss of significant influence and the fair value of the retaining investment and proceeds from
disposal is recognized in the consolidated statements of income.

Related Party Relationship and Transactions

Related party relationship exists when one party has the ability to control, directly, or indirectly
through one or more intermediaries, the other party or exercises significant 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 enterprises, or between, and/or
among the reporting enterprise and its key management personnel, directors, or its shareholder. In
considering each possible related party relationship, attention is directed to the substance of the
relationship, and not merely the legal form.

Property, Plant and Equipment

Property, plant and equipment are initially recognized at cost and subsequently revalued based on
periodic valuations by external independent appraisers, less accumulated depreciation, amortization
and impairment losses, except for land.

The net appraisal increase resulting from the revaluation is credited to "Revaluation increment on
property, plant and equipment" account, net of corresponding deferred tax liability in the
consolidated statements of financial position and consolidated statements of changes in equity.

The amount of revaluation increment absorbed through depreciation and revaluation increment
approved by the SEC for quasi-reorganization are transferred directly to retained earnings. Initially,
an item of property, plant and equipment is measured at its cost, which comprises its purchase price
and any directly attributable costs of bringing the asset to the location and condition for its intended
use, Subsequent costs that can be measured reliably are added to the carrying amount of the asset
when it is probable that future economic benefits associated with the asset will flow to the Group.
The costs of day-to-day servicing of an asset are recognized as an expense in the year in which these
are incurred.

All costs that are directly and clearly associated with the construction of certain property, plant and
equipment, including borrowing costs, are capitalized.

Projects under construction, included in property, plant and equipment, represent structures under
construction and are stated at cost. These include cost of construction and other direct costs.
Projects under construction are not depreciated until such time as the relevant assets are
completed and put into operational use.
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Major spare parts and stand-by equipment qualify as property, plant and equipment when the
Group expects to use them during more than one period. Similarly, if the spare parts and servicing
equipment can be used only in connection with an item of property, plant and equipment, they are
accounted for as property, plant and equipment.

Estimated future dismantlement costs of items of property, plant and equipment arising from legal
or constructive obligations are recognized as part of property, plant and equipment and are
measured at present value at the time when the obligation was incurred.

Depreciation and amortization of the Group are computed using the straight-line method over the
assets’ revised estimated useful lives. The estimated useful lives are as follows:

In Years
2020 2019 and 2018
Land improvements 10 125
Buildings and structures 15 20
Community buildings and equipment 15 20
Machinery and equipment 15to 20 20

The assets’ estimated useful lives are reviewed, and adjusted if appropriate, at each reporting date.

Stand-by equipment should be depreciated from the date it is made available for use over the
shorter of the life of the stand-by equipment or the life of the asset the stand-by equipment is part
of, while major spare parts should be depreciated over the period starting when it is brought into
service, continuing over the lesser of its useful life and the remaining expected useful life of the
asset to which it relates.

Fully depreciated and amortized assets are retained in the accounts until they are no longer in use
and no further charge for depreciation and amortization is made in respect of those assets.

When an asset is disposed of, or is permanently withdrawn from use and no future economic
benefits are expected from its disposal, the cost and related accumulated depreciation, amortization
and impairment losses are removed from the accounts and any resulting gain or loss arising from
the retirement or disposal is recognized in profit or loss.

The carrying amount of the Group's property, plant and equipment is written down immediately to
its recoverable amount if the asset’s carrying amount is higher than its recoverable amount. The
recoverable amount of the Group's property, plant and equipment is the higher between their fair
values less cost of disposal and value in use.

If the carrying amount of the Group’s asset is decreased as a result of revaluation, this decrease is
recognized as other comprehensive loss to the extent of any credit balance existing in the
revaluation increment in respect of that asset. The excess of such decrease over the existing balance
in the revaluation increment is recognized in profit or loss,

An increase in the carrying amount of the Group’s property, plant and equipment is recognized in
profit or loss to the extent that it reverses a revaluation decrease of the same asset previously
recognized in profit or loss.
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Investment Properties

Investment properties composed of land and buildings, which are properties held by the Group
either to earn rentals or for capital appreciation or for both, but not for sale in the ordinary course
of business, use in the production or supply of goods or services or for administrative purposes.
Investment properties are initially measured at cost. Subsequently, investment properties are
measured at fair value with any change therein recognized in profit or loss following the fair value
model. Gains or losses arising from changes in the fair value of investment properties are included in
profit or loss for the year in which these arise.

Transfers are made to investment properties, when there is a change in use, evidenced by the
commencement of an operating lease to another party or completion of construction or
development. Transfers are made from investment properties when, and only when, there is a
change in use, evidenced by the commencement of owner-occupation or commencement of
development with the intention to sell.

Investment property is derecognized when it has either been disposed of or permanently withdrawn
from use and no future benefit is expected from its disposal. Any gain or loss on the derecognition
of an investment property is recognized in profit or loss in the year of derecognition.

Computer Software
Computer software acquired is measured on initial recognition at cost. Following initial recognition,
computer software is carried at cost less accumulated amortization and any impairment in value.

Computer software is amortized over the estimated economic life of five years and assessed for
impairment whenever there is an indication that the computer software may be impaired.
The amortization period and method are reviewed at each reporting date. Changes in the expected
useful life or the expected pattern of consumption of future economic benefits embodied in the
asset is accounted for by changing the amortization period or method, as appropriate, and are
treated as changes in accounting estimates.

Gains or losses arising from derecognition of computer software are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognized in
profit or loss when the asset is derecognized.

Impairment of Other Nonfinancial Assets

The carrying amount of the Group’s nonfinancial assets which include investment in an associate,
property, plant and equipment, investment properties and computer software are reviewed for at
each reporting date to determine whether there is any indication of impairment. If such indication
exists, the asset’s recoverable amount is estimated.

The recoverable amount of an asset or cash-generating unit is the higher of the asset’s fair value less
costs of disposal and value in use. Fair value less costs of disposal is the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date, less the costs of disposal. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pretax discount rate that reflects current
market assessment of the time value of money and the risks specific to the asset. For an asset that
does not generate cash inflows largely independent of those from other assets, the recoverable
amount is determined for the cash-generating unit to which the asset belongs.

112 VICTORIAS MILLING COMPANY ANNUAL & SUSTAINABILITY REPORT 2020-21

An impairment loss is recognized whenever the carrying amount of an asset or its cash- generating
unit exceeds its recoverable amount. Any impairment loss is recognized in profit or loss unless the
asset is carried at revalued amounts. Any impairment loss on a revalued asset is treated as a
revaluation decrease.

All assets are subsequently reassessed for indications that an impairment loss previously recognized
may no longer exist and the carrying amount of the asset is adjusted to the recoverable amount
resulting in the reversal of the impairment loss.

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 and amortization, if no
impairment loss had been recognized. A reversal of an impairment loss in respect of a revalued asset
is recognized in profit or loss to the extent that it reverses an impairment loss that was previously
recognized in the profit or loss. Any additional increase in the carrying value of the asset is treated
as a revaluation increase.

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 of a nonfinancial asset is measured based on its highest and best use. The asset’s
current use is presumed to be its highest and best use.

The fair value of financial and nonfinancial liabilities takes into account non-performance risk, which
is the risk that the entity will not fulfill an obligation.

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

s Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1)

* Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (Level 2)

* Inputs for the asset or liability that are not based on observable market data (that is,
unobservable inputs) (Level 3)

The appropriate level is determined on the basis of the lowest level input that is significant to the
fair value measurement.

The fair value of financial instruments traded in active markets is based on quoted market prices at
the reporting date. A market is regarded as active if quoted prices are readily and regularly available
from an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those
prices represent actual and regularly occurring market transactions on an arm’s length basis. The
quoted market price used for financial assets held by the Group is the current bid price. Note that
under PFRS 13, Fair Value Measurement, the use of bid and asking prices is still permitted but not
required. These instruments are included in Level 1. The fair value of investments in UITF was
determined using Level 1 valuation technique.
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The fair value of assets and liabilities that are not traded in an active market (for example, over-the-
counter derivatives) is determined by using wvaluation technigues. These valuation techniques
maximize the use of observable market data where it is available and rely as little as possible on
entity specific estimates. If all significant inputs required to determine fair value of the instrument
are observable, the asset or liability is included in Level 2. If one or more of the significant inputs is
not based on observable market data, the asset or liability is included in Level 3. As at reporting
date, the Group does not have financial assets or liabilities included in Levels 2 and 3.

The Group uses valuation techniques that are appropriate in the circumstances and applies the
technigue consistently. Commonly used valuation techniques for nonfinancial assets are as follows:

* Market approach - A valuation technique that uses prices and other relevant information
generated by market transactions involving identical or comparable (i.e., similar) assets,
liabilities or a group of assets and liabilities, such as a business.

* Income approach - Valuation techniques that convert future amounts (e.g., cash flows or
income and expenses) to a single current (i.e., discounted) amount. The fair value measurement
is determined on the basis of the value indicated by current market expectations about those
future amounts.

= Cost approach - A valuation technique that reflects the amount that would be required currently
to replace the service capacity of an asset (often referred to as current replacement cost).

Specific valuation technigues used to value financial instruments include:

s (Quoted market prices or dealer quotes for similar instruments,

e The fair value of interest rate swaps is calculated as the present value of the estimated future
cash flows based on observable yield curves.

* The fair value of forward foreign exchange contracts is determined using forward exchange
rates at the reporting date, with the resulting value discounted back to present value.

Other techniques, such as discounted cash flow analysis, are used to determine fair value for the
remaining financial instruments.

Equity Instruments
An equity instrument is any contract that evidences a residual interest in the assets of the Group
after deducting all of its liabilities.

Capital stock is classified as equity and is determined using the nominal value of shares that have
been issued. Additional paid-in capital (APIC) includes any premiums received on the initial issuance
of capital shares. Any transaction costs associated with the issuing of shares are deducted from
additional paid-in capital, net of any related income tax benefits.

When capital stock are repurchased, the amount of the consideration paid, which includes directly
attributable costs, net of any tax effects, is recognized as a deduction from equity. Repurchased
shares are classified as treasury stock and are presented as a deduction from total equity. When
treasury shares are sold or reissued subsequently, the amount received is recognized as an increase
in equity, and the resulting surplus or deficit on the transaction is transferred to/from retained
earnings, after considering any remaining APIC related to treasury stock.
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Compound financial instruments issued by the Group comprise CN that can be converted to capital
stock at the option of the holder, and the number of shares to be issued does not vary with changes
in their fair value.

The liability component of a compound financial instrument is recognized initially at the fair value of
a similar liability that does not have an equity conversion option. The equity component is
recognized initially as the difference between the fair value of the compound financial instrument as
a whole and the fair value of the liability component. Any directly attributable transaction costs are
allocated to the liability and equity components in proportion to their initial carrying amounts.

The mandatory CN of the Group are presented as an equity item under the "Convertible notes
awaiting for conversion” account. These are non-derivative instrument for which the entity is or may
be obliged to deliver a fixed number of the entity’s own equity instruments. The Group already fixed
the number of shares to be converted into common shares based from the 1:1 share of the principal
CN to common shares. The 8% interests accrued from the CN are treated as APIC upon conversion
rather than a determinant in identifying the number of shares to be converted.

Retained Earnings
Retained earnings represent the accumulated net income or losses, net of any dividend distributions

and other capital adjustments.

Other Comprehensive Income (Loss)

Other comprehensive income (loss) comprises items of income and expenses (including items
previously presented as other equity reserves under the consolidated statement of changes in
equity) that are not recognized in profit or loss for the year. Other comprehensive income (loss),
which is presented as "Other equity reserves,” includes revaluation increment on property, plant
and equipment, cumulative remeasurement gains or losses on retirement liability, and cumulative
unrealized gain on fair value changes of investments in UITF.

Earnings per Share (EPS)

The Group presents both basic and diluted EPS. Basic EPS is computed by dividing the net income
applicable to common shareholders by the weighted average number of common shares
outstanding during the year, adjusted for treasury stock, conversion of convertible instruments and
with retroactive adjustments for stock splits. Diluted EPS is computed in the same manner as basic
EPS, except that the net income attributable to common shareholders and the weighted average
number of shares outstanding are adjusted for the effects of all dilutive potential common shares.
The Group's potential common shares comprise CN.

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 assesses whether:

* the contract involves the use of an identified asset. This may be specified explicitly or implicitly,
and should be physically distinct or represent substantially all of the capacity of a physically
distinct asset. If the supplier has a substantive substitution right, then the asset is not identified;

* the Group has the right to obtain substantially all the economic benefits from use of the asset
throughout the period of use; and
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» the Group has the right to direct the use of the asset. The Group has this right when it has the
decision-making rights that are most relevant to changing how and for what purpose the asset is
used. The Company has the right to direct the use of the asset if either:

- the Group has the right to operate the asset; or

- the Group designed the asset in a way that predetermines how and for what purpose it will
be used.

The Group as a Lessee

The Group recognizes right-of-use assets and lease liabilities at the lease commencement date
(i.e., the date the underlying asset is available for use). The right-of-use assets are initially measured
at cost, which comprises the initial amount of the lease liabilities 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 right-of-use assets are subsequently amortized using the straight-line method from the
commencement date to the earlier of the end of the useful life of the right-of-use assets or the end
of the lease term. The estimated useful lives of right-of-use assets are determined on the same basis
as those of property and equipment. In addition, the right-of-use assets are periodically reduced by
impairment losses, if any, and adjusted for certain remeasurements of the lease liabilities.

The lease liabilities are initially measured at the present value of the lease payments that are not
paid at the commencement date, discounted using the interest rate implicit in the lease or, if that
rate cannot be readily determined, the Company's incremental borrowing rate. Generally, the
Group uses its incremental borrowing rate as the discount rate.

Lease payments included in the measurement of the lease liabilities comprise of the following:
»  Fixed payments, including in-substance fixed payments, less any lease incentives receivable

* 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

*  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 liabilities are measured at amortized cost using the effective interest method. It is
remeasured when there is a change in future lease payments arising from a change in an index or
rate, a change in the estimate of the amount expected to be payable under a residual value
guarantee, or changes in the assessment of whether a purchase or extension option is reasonably
certain to be exercised or a termination option is reasonably certain not to be exercised.

When the lease liabilities are remeasured, a corresponding adjustment is made to the carrying
amount of the right-of-use assets, or is recognized in profit or loss if the carrying amounts of the
right-of-use assets have been reduced to zero.
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The Group has elected not to recognize right-of use assets and lease liabilities for short-term leases
of machinery and equipment that have a lease term of 12 months or less and leases of low-value
assets. The Group recognizes the lease payments associated with these leases as expense on a
straight-line basis over the lease term.

The Group as a Lessor
When the Group acts as a lessor, it determines at lease inception whether each lease is a finance
lease or an operating lease.,

The accounting policies applicable to the Group as a lessor are not different from those under
PAS 17. However, when the Group is an intermediate lessor, it accounts for the head lease and the
sub-lease separately. It assesses the lease classification of a sub-lease 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 sub-lease as an operating lease.

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

Employee Benefits

Short-term Benefits

The Group recognizes a liability net of amount already paid and an expense for services rendered by
employees during the accounting period. Short-term benefits given to its employees include salaries
and wages, statutory contributions, short-term compensated absences and bonuses, and
non-monetary benefits.

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed
as the related service is provided.

Retirement Benefits

The Group’s net obligation in respect of the defined benefit plan is calculated by estimating the
amount of the future benefit that employees have earned in the current and prior periods,
discounting that amount and deducting the fair value of any plan assets.

The calculation of defined benefit obligation and valuation of the plan asset is performed on a
periodic basis by a qualified actuary using the projected unit credit method. When the calculation
results in a potential asset for the Group, the recognized asset is limited to the present value of
economic benefits available in the form of any future refunds from the plan or reductions in future
contributions to the plan.

Remeasurements of the net defined benefit liability or asset, which comprise actuarial gains and
losses, the return on plan assets (excluding interest), if any, and the effect of the asset ceiling (if any,
excluding interest), are recognized immediately in Other Comprehensive Income (OCI). The Group
determines the net interest expense or income on the net defined benefit liability or asset for the
period by applying the discount rate used to measure the defined benefit obligation at the
beginning of the annual period to the then net defined benefit liability or asset, taking into account
any changes in the net defined liability or asset during the period as a result of contributions and
benefit payments. Net interest expense and other expenses related to the defined benefit plan are
recognized in profit or loss.
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When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit
that relates to past service or the gain or loss on curtailment is recognized immediately in profit or
loss.

The Group recognizes gains and losses on the settlement of a defined benefit plan when the
settlement occurs.

Comparatives
Except when a standard or an interpretation permits or requires otherwise, all amounts are
reported or disclosed with comparative information.

Where PAS 8 applies, comparative figures have been adjusted to conform with changes in
presentation in the current year. There were no changes to the presentation made as at and for the
years ended August 31, 2021 and 2020.

Foreign Currency Transactions and Translations

Functional and Presentation Currency. Items included in the Group's financial statements are
measured using the currency of the primary economic environment in which the entity operates
(the “functional currency”). The Group's financial statements are presented in Philippine Peso,
which is the Group's functional currency.

Transactions and Balances. Foreign currency transactions are translated into Philippine Peso using
the exchange rates prevailing at the dates of the transactions. Foreign exchange gains and losses
resulting from the settlement of such transactions and from the translation at year-end rates of
monetary assets and liabilities denominated in foreign currencies are recognized in profit or loss.

Income Tax

The income tax expense for the period comprises current tax and deferred tax. Tax is recognized in
profit or loss, except to the extent that it relates to items recognized directly in equity, in which case
the tax is also recognized directly in equity.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively
enacted at the reporting date. Management periodically evaluates positions taken in tax returns
with respect to situations in which applicable tax regulation is subject to interpretation and
establishes provisions where appropriate on the basis of amounts expected to be paid to the tax
authorities.

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated
financial statements. Deferred income tax is determined using the tax rate (and laws) that have
been enacted or substantively enacted at the reporting date and are expected to apply when the
related deferred income tax asset is realized or the deferred income tax liability is settled.

Deferred tax assets are recognized for all deductible temporary differences, carry-forward of unused
tax losses (NOLCO) and unused tax credits (excess MCIT) to the extent that it is probable that future
taxable profit will be available against which the temporary differences, unused tax losses and
unused tax credits can be utilized. The Group reassesses at each reporting date the need to
recognize a previously unrecognized deferred income tax asset.
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Deferred income tax assets are recognized for all deductible temporary differences to the extent
that it is probable that future taxable income will be available against which the tempaorary
differences can be utilized. Deferred tax liabilities are recognized in full for all taxable temporary
differences.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to
offset current tax assets against current tax liabilities and when the deferred income tax assets and
liabilities relate to income taxes levied by the same taxation authority on either the taxable entity or
different taxable entities where there is an intention to settle the balances on a net basis.

Provisions and Contingencies

Provisions are recognized when the Group has a present legal or constructive obligation as a result
of past events; it is more likely than not that an outflow of resources will be required to settle the
obligation; and the amount has been reliably estimated. Provisions are not recognized for future
operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is
recognized even if the likelihood of an outflow with respect to any one item included in the same
class of obligations may be small.

Provisions are measured at the present value of management’s best estimate of the expenditure
required to settle the present obligation at the reporting date. The discount rate used to determine
the present value reflects current market assessments of the time value of money and the increases
specific to the liability.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate.

Contingent liabilities are not recognized in the consolidated financial statements. These are
disclosed in the notes to 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 disclosed in the notes to consolidated financial statements
when an inflow of economic benefits is probable.

Borrowing Cost
Borrowing costs incurred for the construction of any qualifying asset, if any, are capitalized during
the period of time that is required to complete and prepare the asset for its intended use.

Other borrowing costs are recognized and charged to profit or loss in the year in which these are
incurred.

Events after the Reporting Year

The Group identifies post year-end events as events that occurred after the reporting date but
before the date when the consolidated financial statements were authorized for issue. Any post
year-end events that provide additional information about the consolidated statements of financial
position at the reporting date (adjusting events) are recognized in the consolidated financial
statements. Events that are not adjusting events are disclosed in the notes to consolidated financial
statements when material.
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INVESTOR

VICTORIAS MILLING COMPANY, INC. I N Fo R M AT I o N

Main Office & Millsite
VMC Compound, J. J. Ossorio St.
Barangay XVI, Victorias City, Negros Occidental

Subsidiaries

Victorias Foods Corporation

Victorias Agricultural Land Corporation
Canetown Development Corporation
Victorias Golf and Country Club, Inc.
Victorias Green Energy Corporation

Legal/Rehabilitation Counsel

Atty. Emmanuel S. Ypil

Paner and Ypil Attorneys-at-Law

(Formerly Paner Hosaka and Ypil Attorneys-at-Law)
502 Pacific Center Building

33 San Miguel Avenue,

Ortigas Center, Pasig City

Rehabilitation Receiver

Atty. Luis Ma. G. Uranza

Rm. 402, 4/F Transorient Maritime Bldg. |
No. 66 Timog Ave., Quezon City

External Auditor

Reyes Tacandong & Co.

BDO Towers Valero (formerly Citibank Tower),
8741 Paseo de Roxas, Makati City, 1226
Metro Manila

Stock Transfer Agent

AB Stock Transfers Corporation

Level 1, Alphaland Makati Place, Inc.

7232 Ayala Avenue Extension cor. Malugay St.,
Makati City 1209

Tel. No. (02)337-2031 local 169

email hdgallarde@atok.com.ph

For investor relations, please contact:

Ms. Anne G. Tiongco

Corporate Communications Director

Victorias Milling Company, Inc.

VMC Compound, J.J. Ossorio St.,

Brgy. XVI, Victorias City 6119, Negros Occidental
anne.tiongco@victoriasmilling.com

Mobile number: +63-947-995-9617

victoriasmilling.com
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