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INDEPENDENT AUDITOR’S REPORT

The Stockholders and the Board of Directors
SMRC Automotives Technology Phil. Inc.

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of SMRC Automotives Technology Phil. Inc. (the Company, a
wholly-owned subsidiary of SMRC Automotive Holdings Netherlands B.V.), which comprise the
statements of financial position as at March 31, 2021 and 2020, and the statements of comprehensive
income, statements of changes in capital deficiency and statements of cash flows for the years then ended,
and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at March 31, 2021 and 2020, and its financial performance and its cash flows
for the years then ended in accordance with Philippine Financial Reporting Standard for Small and
Medium-sized Entities (PFRS for SMEs).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs).  Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Financial Statements section of our report.  We are independent of the Company in accordance
with the Code of Ethics for Professional Accountants in the Philippines (Code of Ethics) together with the
ethical requirements that are relevant to our audit of the financial statements in the Philippines, and we
have fulfilled our other ethical responsibilities in accordance 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.

Material Uncertainty Related to Going Concern

We draw attention to Note 1 to the financial statements, which indicates that the Company incurred net
loss of P=33,840,998 and P=7,932,257 in 2021 and 2020, respectively, which resulted to a capital deficiency
amounting to P=53,514,269 and P=19,673,271 as at March 31, 2021 and 2020, respectively.  Furthermore,
the Company has negative operating cash flows of P=3,437,396 in 2021.  These conditions indicate that a
material uncertainty exists that may cast significant doubt on the Company’s ability to continue as a going
concern.  Our opinion is not modified in respect of this matter.
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Responsibilities of Management and Those Charged with Governance for the Financial Statements

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

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

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion.  Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with PSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

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

 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion.  The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

 Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion.  Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report.  However, future events or conditions may cause the Company to cease to continue
as a going concern.

A member firm of Ernst & Young Global Limited
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 Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

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

Report on the Supplementary Information Required Under Revenue Regulations 15-2010

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole.  The supplementary information required under Revenue Regulations 15-2010 in Note 17 to
the financial statements is presented for purposes of filing with the Bureau of Internal Revenue and is not
a required part of the basic financial statements.  Such information is the responsibility of the
management of SMRC Automotives Technology Phil. Inc.  The information has been subjected to the
auditing procedures applied in our audit of the basic financial statements.  In our opinion, the information
is fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.

SYCIP GORRES VELAYO & CO.

Maria Pilar B. Hernandez
Partner
CPA Certificate No. 105007
SEC Accreditation No. 1558-AR-1 (Group A),
 February 26, 2019, valid until February 25, 2022
Tax Identification No. 214-318-972
BIR Accreditation No. 08-001998-116-2019,
 January 28, 2019, valid until January 27, 2022
PTR No. 8534306, January 4, 2021, Makati City

June 21, 2021

A member firm of Ernst & Young Global Limited
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SMRC AUTOMOTIVES TECHNOLOGY PHIL. INC.
(A Wholly-owned Subsidiary of SMRC Automotive Holdings Netherlands B.V.)
STATEMENTS OF FINANCIAL POSITION

March 31
2021 2020

ASSETS

Current Assets
Cash (Note 4) P=13,218,616 P=37,063,332
Trade receivables (Note 5) 1,622,260 17,216,377
Inventories (Note 6) 942,826 2,865,697
Prepayments and other current assets (Note 7) 16,450,922 17,909,504

Total Current Assets 32,234,624 75,054,910

Noncurrent Assets
Property and equipment (Notes 8 and 10) 138,135,827 155,772,683
Software cost (Note 8) 160,361 −
Deferred tax assets (Note 14) 1,647,674 2,771,508
Other noncurrent assets 4,098,424 4,060,356

Total Noncurrent Assets 144,042,286 162,604,547

TOTAL ASSETS P=176,276,910 P=237,659,457

LIABILITIES AND CAPITAL DEFICIENCY

Current Liabilities
Trade and other payables (Notes 9 and 13) P=7,383,449 P=14,576,895

Noncurrent Liabilities
Payable to Parent Company (Note 13) 175,140,470 193,686,637
Accrued rent (Note 15) 885,948 594,428
Asset retirement obligation (Note 10) 46,381,312 48,474,768

Total Noncurrent Liabilities 222,407,730 242,755,833
Total Liabilities 229,791,179 257,332,728

Capital Deficiency
Capital stock 50,000,000 50,000,000
Deficit (103,514,269) (69,673,271)

Capital Deficiency (53,514,269) (19,673,271)

TOTAL LIABILITIES AND CAPITAL DEFICIENCY P=176,276,910 P=237,659,457

See accompanying Notes to Financial Statements.
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SMRC AUTOMOTIVES TECHNOLOGY PHIL. INC.
(A Wholly-owned Subsidiary of SMRC Automotive Holdings Netherlands B.V.)
STATEMENTS OF COMPREHENSIVE INCOME

Years Ended March 31
2021 2020

SALES P=29,345,433 P=77,843,957

COST OF GOODS SOLD (Note 11) 45,718,965 71,242,868

GROSS INCOME (LOSS) (16,373,532) 6,601,089

SELLING, GENERAL AND ADMINISTRATIVE
EXPENSES (Note 12) (12,808,526) (13,347,334)

INTEREST EXPENSE (Notes 10 and 13) (10,304,836) (10,879,619)

FOREIGN EXCHANGE GAIN - Net 6,817,474 5,301,860

INTEREST INCOME ON CASH IN BANKS (Note 4) 38,681 14,571

OTHER INCOME (EXPENSES) - Net (78,689) 2,628,989

LOSS BEFORE INCOME TAX (32,709,428) (9,680,444)

PROVISION FOR (BENEFIT FROM)
INCOME TAX (Note 14)

Current 7,736 4,835
Deferred 1,123,834 (1,753,022)

1,131,570 (1,748,187)

NET LOSS/ TOTAL COMPREHENSIVE LOSS (P=33,840,998) (P=7,932,257)

See accompanying Notes to Financial Statements.
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SMRC AUTOMOTIVES TECHNOLOGY PHIL. INC.
(A Wholly-owned Subsidiary of SMRC Automotive Holdings Netherlands B.V.)
STATEMENTS OF CHANGES IN CAPITAL DEFICIENCY

Years Ended March 31
2021 2020

CAPITAL STOCK - P=100 par value
Authorized, issued and outstanding - 500,000 shares P=50,000,000 P=50,000,000

DEFICIT
Balance at beginning of year (69,673,271) (61,741,014)
Total comprehensive loss (33,840,998) (7,932,257)
Balance at end of year (103,514,269) (69,673,271)

CAPITAL DEFICIENCY (P=53,514,269) (P=19,673,271)

See accompanying Notes to Financial Statements.
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SMRC AUTOMOTIVES TECHNOLOGY PHIL. INC.
(A Wholly-owned Subsidiary of SMRC Automotive Holdings Netherlands B.V.)
STATEMENTS OF CASH FLOWS

Years Ended March 31
2021 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Loss before income tax (P=32,709,428) (P=9,680,444)
Adjustments for:

Depreciation and amortization (Notes 8, 11 and 12) 13,560,836 13,866,716
Interest expense (Notes 10 and 13) 10,304,836 10,879,619
Net unrealized foreign exchange gain (6,625,516) (7,688,724)
Interest income on cash in banks (Note 4) (38,681) (14,571)
Movement in accrued rent 291,520 471,051

Working capital adjustments:
Decrease (increase) in:

Trade receivables 15,594,117 (7,737,628)
Inventories 1,922,871 635,876
Prepayments and other current assets 1,845,406 11,441,620

Decrease in trade and other payables (7,227,478) (6,813,915)
Net cash provided by (used in) operations (3,081,517) 5,359,600
Income tax paid (including creditable withholding taxes

and final tax) (394,560) (1,068,117)
Interest received 38,681 14,571
Net cash provided by (used in) in operating activities (3,437,396) 4,306,054

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to:

Software cost (Note 8) (201,163) −
Property and equipment (Note 8) (159,548) (283,158)

Increase in other noncurrent assets (38,068) (2,467,873)
Cash used in investing activities (398,779) (2,751,031)

CASH FLOWS FROM FINANCING ACTIVITIES
Payments of:

Interest (12,189,001) −
Principal loan (7,826,449) −

Cash used in financing activities (20,015,450) −

NET INCREASE (DECREASE) IN CASH (23,851,625) 1,555,023

EFFECT OF EXCHANGE RATE CHANGES ON CASH 6,909 2,343

CASH AT BEGINNING OF THE YEAR 37,063,332 35,505,966

CASH AT END OF THE YEAR (Note 4) P=13,218,616 P=37,063,332

See accompanying Notes to Financial Statements.
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SMRC AUTOMOTIVES TECHNOLOGY PHIL. INC.
(A Wholly-owned Subsidiary of SMRC Automotive Holdings Netherlands B.V.)
NOTES TO THE FINANCIAL STATEMENTS

1. General Information

Corporate Information
SMRC Automotives Technology Phil. Inc. (the Company) was incorporated and registered with the
Philippine Securities and Exchange Commission (SEC) on December 14, 2016 to engage in the
business of developing, manufacturing, and assembly of car automotive interior parts such as but not
limited to dashboard, panels, consoles, molding, and the like; and to export said products, and import
machinery, components, parts, and materials.

The Company started its commercial operations in February 2018.

The Company is a wholly-owned subsidiary of SMRC Automotive Holdings Netherlands B.V., an
entity organized under the laws of The Netherlands.  The Company’s ultimate parent company is
Motherson Sumi Systems Limited, an entity incorporated in India.

The Company’s registered office address is No. 2 American Road, Greenfield Automotive Park,
Barangay Don Jose, Santa Rosa City, Laguna.

Status of Operations
The Company started operations in 2018 and has incurred significant losses due to substantial
expenses at the initial stage of operations.  In 2021 and 2020, the Company incurred net losses of
P=33,840,998 and P=7,932,257, respectively, which resulted to a capital deficiency amounting to
P=53,514,269 and P=19,673,271 as at March 31, 2021 and 2020, respectively.  Furthermore, the
Company has negative operating cash flows of P=3,437,396 for the year ended March 31, 2021.
These conditions indicate that a material uncertainty exists that may cast significant doubt on the
Company’s ability to continue as a going concern and, therefore, the Company may not be able to
realize its assets and discharge its liabilities in the normal course of business.

To address these, the Company’s Parent Company has committed to provide continuous operating
and financial support to enable the Company to continue its operations. As such the accompanying
financial statements have been prepared on a going concern basis.

Authorization for the Issuance of the Financial Statements
The financial statements of the Company were approved and authorized for issue by the BOD on
June 21, 2021.

2. Basis of Preparation and Statement of Compliance and Summary of Significant Accounting
Policies

Basis of Preparation and Statement of Compliance
The financial statements of the Company have been prepared in accordance with Philippine Financial
Reporting Standard for Small and Medium-sized Entities (PFRS for SMEs).

The financial statements of the Company have been prepared on a historical cost basis.  The financial
statements are presented in Philippine peso, which is the Company’s functional currency.
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Current versus Noncurrent Classification
The Company presents assets and liabilities in statements of financial position based on
current/noncurrent classification.

An asset is current when it is:
 Expected to be realized or intended to be sold or consumed in the normal operating cycle
 Held primarily for the purpose of trading
 Expected to be realized within 12 months after the reporting period, or
 Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at

least 12 months after the reporting period

All other assets are classified as noncurrent.

A liability is current when:
 It is expected to be settled in the normal operating cycle
 It is held primarily for the purpose of trading
 It is due to be settled within 12 months after the reporting period, or
 There is no unconditional right to defer the settlement of the liability for at least 12 months after

the reporting period

The Company classifies all other liabilities as noncurrent.

Deferred tax assets and liabilities are classified as noncurrent assets and liabilities, respectively.

Financial Instruments
The Company accounts for its financial instruments as basic financial instruments in accordance with
Section 11, “Basic Financial Instruments,” under PFRS for SMEs.

The Company recognizes a financial asset or a financial liability in the statements of financial
position when it becomes a party to the contractual provisions of the instrument.  Financial assets or
financial liabilities are recognized initially and measured at the transaction price (including
transaction costs) unless the arrangement constitutes, in effect, a financing transaction.

A financing transaction may take place in connection with the sale of goods or services, for example,
if payment is deferred beyond normal business terms or is financed at a rate of interest that is not a
market rate.  If the arrangement constitutes a financing transaction, the financial asset or financial
liability is measured at the present value of the future payments discounted at a market rate of interest
for a similar instrument.

At each reporting period, the Company measures its financial instruments without any deduction for
transaction costs, the Company may incur on sale or other disposal, at amortized cost using the
effective interest method.

Debt instruments are measured at the undiscounted amount of the cash or other consideration
expected to be paid or received, unless the arrangement constitutes, in effect, a financing transaction.

If the arrangement constitutes a financing transaction, the entity shall measure the debt instrument at
the present value of the future payments discounted at a market rate of interest for a similar debt
instrument.  Amortized cost is calculated taking into account any discount or premium on acquisition
and includes fees that are an integral part of the effective interest rate and transaction costs.  Gains
and losses are recognized in the statements of comprehensive income when the financial instruments
are derecognized or impaired, as well as through the amortization process.  Financial assets and
liabilities are classified as current if maturity is within twelve months from the financial reporting
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date or the Company does not have an unconditional right to defer payment for at least twelve months
from the reporting date.  Otherwise, these are classified as noncurrent.

As at March 31, 2021 and 2020, the Company’s basic financial instruments include cash, trade
receivables, trade and other payables and payable to Parent Company (see Notes 4, 5, 9 and 13).

Cash
Cash is composed of cash in banks and cash on hand.  Cash in banks represent savings deposits in
bank that earn interest at the respective bank deposit rates and are subject to insignificant risk of
changes in value.

Trade Receivables
Trade receivables are recognized initially at the transaction price.  These are subsequently measured
at amortized cost using the effective interest method, less impairment losses.  An allowance for
impairment of receivables is established when there is objective evidence that the Company will not
be able to collect all amounts due according to the original terms of the receivables.  The related
impairment loss is recognized immediately in statements of comprehensive income.

Inventories
Inventories are stated at the lower of cost and net realizable value which is selling price less costs to
complete and sell (for finished goods and work in-process) and current replacement costs (for raw
materials).

Costs incurred in bringing each product to its present location and conditions are accounted for as
follows:

Finished goods and work in-process  determined using the weighted average method;
costs include direct materials and labor and a
proportion of manufacturing overhead costs
based on normal operating capacity but
excluding borrowing costs

Raw materials  purchase cost using the first-in, first-out method

Property and Equipment
Property and equipment is stated at cost, excluding the costs of day-to-day servicing, less
accumulated depreciation and any impairment in value.  The cost of property and equipment consists
of its purchase price and any costs directly attributable to bringing the property and equipment to the
location and condition necessary for it to be capable of operating in the manner intended by
management.  The cost of replacing a part of an item of property and equipment is included in the
carrying amount of such an item when that cost incurred meets the recognition criteria.  All other
repair and maintenance costs are recognized in statements of comprehensive income as incurred.

Depreciation is computed using the straight-line method over the following estimated useful lives of
the property and equipment:

Leasehold improvements

20 years or lease
term whichever is

shorter
Tools, machinery and equipment 5-15 years
Transportation equipment 5 years
Office furniture and fixtures 5 years
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The property and equipment’s residual values, useful lives and depreciation method are reviewed at
each financial year-end and adjusted prospectively, if appropriate.

An item of property and equipment is derecognized upon disposal or when no future economic
benefits are expected from its use or disposal.  Any gain or loss arising from derecognition of the
asset (difference between the net disposal proceeds and carrying amount of the asset) is included in
statements of comprehensive income in the year the asset is derecognized.

Software Cost
Software cost is capitalized and amortized using the straight-line method over a five-year period.
Computer software is stated at cost less accumulated amortization and any impairment in value.

Impairment of Nonfinancial Assets
At each reporting date, nonfinancial assets are reviewed to determine whether there is any indication
that those assets have suffered an impairment loss.  If there is any indication of possible impairment,
the recoverable amount of any affected asset (or group of related assets) is estimated and compared
with its carrying amount.  If estimated recoverable amount is lower, the carrying amount is reduced to
its estimated recoverable amount, and an impairment loss is recognized immediately in statements of
comprehensive income.

If an impairment loss subsequently reverses, the carrying amount of the asset (or group of related
assets) is increased to the revised estimate of its recoverable amount, but not in excess of the amount
that would have been determined had no impairment loss been recognized for the asset (or group of
related assets) in prior years.  A reversal of an impairment loss is recognized immediately in
statements of comprehensive income.

Trade and Other Payables
Trade and other payables are recognized initially at the transaction price and subsequently measured
at amortized cost using the effective interest method. Trade and other payables are derecognized in
the statements of financial position only when the obligations are extinguished either through
discharge, cancellation or expiration.

Equity
Capital stock is measured at par value for all shares issued.  Incremental costs incurred directly
attributable to the issuance of new shares are shown in equity as deductions from proceeds, net of tax.

Deficit represents accumulated losses.

Revenue Recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured.  The Company assesses its revenue against
specific criteria in order to determine if it is acting as principal or agent.

The Company has concluded that it is acting as principal in all of its revenue arrangements.  The
following specific recognition criteria must also be met before revenue is recognized.

Sale of Goods.  Revenue from sale of goods is recognized when the significant risks and rewards of
ownership of the goods have passed to the buyer, usually upon delivery of goods.  Revenue is
measured at fair value of the consideration received excluding discounts and returns.

Interest Income.  Revenue is recognized as the interest accrues, taking into account the effective yield
on the asset.
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Costs and Expenses
Costs and expenses are decreases in economic benefits during the reporting period in the form of
outflows or decrease of assets or incurrence of liabilities that result in decrease in equity, other than
those relating to distributions to equity participants.  Cost of goods sold, selling, general and
administrative expenses, interest and other expenses are recognized in the statements of
comprehensive income in the period these are incurred.

Leases
The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement at inception date, whether fulfillment of the arrangement is dependent on the use of a
specific asset or assets and the arrangement conveys a right to use the asset, even if that right is not
explicitly specified in an arrangement.

Operating Lease Commitments - Company as a Lessee.  Leases where there is no reasonable certainty
that the Company will obtain ownership by the end of the lease term is accounted for as operating
lease.  Operating lease payments are recognized as an operating expense in the statements of
comprehensive income in the period these are incurred.  Lease payments are recognized as expense in
accordance with the terms of the agreements since the payments to lessor were structured to increase
in line with the expected general inflation.

Foreign Currency-denominated Transactions
Foreign currency-denominated transactions are initially recorded by the Company in Philippine peso
by applying to the foreign currency amount the exchange rate at the date of the transaction.  Monetary
assets and liabilities denominated in foreign currencies are restated using the closing exchange rates
at each financial reporting date.  All exchange rate differences arising from settlement and
retranslation of monetary items at rates different from those at which they were initially recorded
during the year are recognized in the statements of comprehensive income in the year such difference
arises.  Nonmonetary items that are measured in terms of historical cost are translated using the
exchange rate at the date of transaction.

Taxes
Current Tax. Current tax assets and liabilities for the current and prior years are measured at the
amounts expected to be recovered from or paid to the tax authority.  The tax rates and tax laws used
to compute the amount are those that are enacted or substantively enacted at the financial reporting
date.

Deferred Tax. Deferred income tax is provided, using the liability method, on all temporary
differences at the reporting date between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.

Deferred income tax liabilities are recognized for all taxable temporary differences.  Deferred tax
assets are recognized for all deductible temporary differences and carryforward benefits of unused tax
credits from net operating loss carryover (NOLCO), to the extent that it is probable that future taxable
income will be available against which the deductible temporary differences and carryforward
benefits of NOLCO can be utilized.

Deferred income tax liabilities are measured at the tax rates that are expected to apply to the periods
when the liability is settled, based on tax rate and tax laws that have been enacted or substantively
enacted at the financial reporting date.
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The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable income will be available to allow all or part
of the deferred tax assets to be utilized.  Unrecognized deferred tax assets are reassessed at each
reporting date and are recognized to the extent that it has become probable that sufficient taxable
income will allow the deferred tax assets to be recovered.

Value-added Tax (VAT). Revenues, expenses and assets are recognized net of the amount of VAT, if
applicable.  When VAT from sales of goods and/or services (output VAT) exceeds VAT passed on
from purchases of goods or services (input VAT), the excess is recognized as payable in the
statements of financial position.  When input VAT exceeds output VAT, the excess is recognized as
an asset in the statements of financial position to the extent of the recoverable amount.

The net amount of tax recoverable from the tax authority is included as part of “Prepayments and
other current assets” account in the statements of financial position.

Creditable Withholding Tax.  Creditable withholding tax is recognized at face value less any
allowance for probable losses.  An estimate for probable losses is made based on the amounts not
recoverable from the tax authority or amounts not creditable against future income tax dues.

Deferred Input VAT.  In accordance with the Revenue Regulations No. 16-2005, input VAT on
purchases or imports of the Company of capital goods (depreciable assets for income tax purposes)
with an aggregate acquisition cost (exclusive of input VAT) in each of the calendar months exceeding
P=1,000,000 are claimed as credit against output VAT over 60 months or the estimated useful lives of
capital goods whichever is shorter and is classified under “Other noncurrent assets” account in the
statements of financial position.

Provisions
Provisions are recognized when the Company has a present obligation (legal or constructive) as a
result of a past event; it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation; and, a reliable estimate can be made of the amount of the obligation.
If the effect of the time value of money is material, provisions are discounted using a pre-tax rate that
reflects, where appropriate, the risks specific to the liability.  Where discounting is used, the increase
in the provision due to the passage of time is recognized as interest expense.

Asset Retirement Obligation.  The asset retirement obligation arose from the Company’s obligation,
under its contract with a lessor to decommission or dismantle its leasehold improvements and
machineries at the end of the lease term.  A corresponding asset is recognized as part of property and
equipment.  Decommissioning costs are provided at the present value of expected costs to settle the
obligation using estimated cash flows.  The cash flows are discounted at a current pre-tax rate that
reflects the risks specific to the decommissioning liability.  The unwinding of the discount is
expensed as incurred and recognized in the statements of comprehensive income as interest expense.
The estimated future costs of decommissioning are reviewed annually and adjusted prospectively.
Changes in the estimated future costs or in the discount rate applied are added to or deducted from the
cost of the property and equipment.  The amount deducted from the cost of the property and
equipment shall not exceed its carrying amount.  If the decrease in the liability exceeds the carrying
amount of the property and equipment, the excess shall be recognized immediately in the statements
of comprehensive income.
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Contingencies
Contingent liabilities are not recognized in the financial statements but are disclosed in the notes to
financial statements unless the possibility of an outflow of resources embodying economic benefits is
remote.  Contingent assets are not recognized in the financial statements but are disclosed in notes to
financial statements when an inflow of economic benefits are probable.

Events After the Reporting Period
Post year-end events that provide additional information about the Company’s financial position at
the reporting date (adjusting events) are reflected in the financial statements.  Post year-end events
that are not adjusting events are disclosed in the notes to the financial statements when material.

3. Significant Accounting Judgment, Estimates and Assumptions

The preparation of the financial statements in accordance with PFRS for SMEs requires the Company
to make judgments, estimates and assumptions that affect the amounts reported in the financial
statements.  The estimates and assumptions are based on management’s evaluation of relevant facts
and circumstances as at reporting date.  Actual results could differ from the estimates and
assumptions used.

Judgment
In the process of applying the Company’s accounting policies, management has made judgments,
apart from those involving estimations, which have the most significant effect on the amounts
recognized in the financial statements and notes to the financial statements.  The judgments are based
upon management’s evaluation of relevant facts and circumstances as at the date of the financial
statements.

Determining Functional Currency.  Based on the economic substance of the underlying
circumstances relevant to the Company, the functional currency of the Company has been determined
to be the Philippine peso.  The Philippine peso is the currency of the primary economic environment
in which the Company operates.  It is the currency that mainly influences the sales prices of goods
and the costs of manufacturing goods.

Estimates and Assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year, are described below.  The Company based its
assumptions and estimates on parameters available when the financial statements were prepared.
Existing circumstances and assumptions about future developments, however, may change due to
market changes or circumstances arising beyond Company’s control.  Such changes are reflected in
the assumptions when they occur.

Assessment of Going Concern.  As discussed in Note 1, the Company has capital deficiency of
P=53,514,269 and P=19,673,271 as at March 31, 2021 and 2020, respectively, due to substantial losses
incurred since its initial year of operation.  Furthermore, the Company has negative operating cash
flows of P=3,437,396 in 2021.  These conditions indicate that a material uncertainty exists that may
cast significant doubt on the Company’s ability to continue as a going concern and, therefore, the
Company may not be able to realize its assets and discharge its liabilities in the normal course of
business. Management believes that with the financial support from the Parent Company, the
Company will be able to continue as a going concern for at least twelve months after March 31, 2021.
Accordingly, the accompanying financial statements have been prepared on a going concern basis of
accounting.
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Estimation of Net Realizable Value of Inventories.  The Company writes down the cost of inventories
whenever net realizable value of inventories becomes lower than cost due to damage, physical
deterioration, obsolescence, changes in price levels or other causes.  The lower of cost and net
realizable value of inventories is reviewed at each reporting date.  Inventory items identified to be
obsolete and unusable are also written-off and charged as expense in the statements of comprehensive
income.

The total cost of raw materials fully provided with allowance for obsolescence amounted to P=162,826
as at March 31, 2021 and 2020.  The carrying values of inventories amounted to P=942,826 and
P=2,865,697 as at March 31, 2021 and 2020, respectively (see Note 6).

Estimation of Useful Lives of Property and Equipment. The useful lives of property and equipment
are estimated based on the period over which the property and equipment are expected to be available
for use and on the collective assessment of industry practice, internal technical evaluation and
experience with similar assets.

The estimated useful lives of property and equipment are reviewed periodically and updated if
expectations differ materially from previous estimates due to physical wear and tear, technical or
commercial obsolescence and legal or other limits on the use of the property and equipment.
However, it is possible that future financial performance could be materially affected by changes in
the estimates brought about by changes in the factors mentioned above.

The amounts and timing of recording of expenses for any period would be affected by changes in
these factors and circumstances.

There is no change in the estimated useful lives of property and equipment in 2021 and 2020.
Property and equipment, net of accumulated depreciation, amounted to P=138,135,827 and
P=155,772,683 as at March 31, 2021 and 2020, respectively (see Note 8).

Impairment of Property and Equipment. Impairment review is performed when impairment
indicators are present.  As of March 31, 2021, the factors that the Company considered important
which could trigger an impairment review include the following:

a. significant adverse changes in the technological, market, or economic environment where the
Company operates

b. significant decrease in the market value of an asset
c. evidence of obsolescence and physical damage
d. significant changes in the manner in which an asset is used or expected to be used
e. plans to restructure or discontinue an operation
f. significant decrease in the capacity utilization of an asset, or
g. evidence is available from internal reporting that the economic performance of an asset is, or will

be, worse than expected.

Based on assessment of Company’s management, the following conditions are impairment indicators
which require an assessment of the recoverability of the Company’s property and equipment:

 Continuous losses incurred since its initial year of operation - In 2021 and in prior years, the
Company incurred net losses due to low demand of the Company’s products and substantial
expenses at the initial stage of operations.  In 2021 and 2020, net losses incurred amounted to
P=33,840,998 and P=7,932,257, respectively.
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 Underutilization of the Company’s property and equipment - Due to low demand of Company’s
products, as at March 31, 2021, the Company’s property and equipment was not fully utilized and
the Company was operating below its normal production capacity.

 COVID-19 pandemic - Community quarantines resulted in an adverse impact on the Company’s
operations in 2021 and 2020.  Due to COVID-19 pandemic, there is heightened level of
uncertainty on the future economic outlook and market forecast.

The Company estimates the recoverable amount through value in use.  In determining the present
value of estimated future cash flows expected to be generated from the continued use of these assets,
the Company is required to make assumptions to be used in the valuation such as discount rate of
9.8%.  The Company also considered in its assumptions the impact of COVID-19 pandemic on the
forecasted revenue and costs and gross margin.

Management assessed that property and equipment is not impaired, thus, no impairment loss was
recognized as of March 31, 2021. Further, there was no indication that the property and equipment
was impaired in 2020.   The carrying value of Company’s property and equipment amounted to
P=138,135,827 and P=155,772,683 as at March 31, 2021 and 2020, respectively (see Note 8).

Realizability of Deferred Tax Assets. The Company’s assessment on the recognition of deferred tax
assets on all deductible temporary differences and carryforward benefits of unused tax credits from
NOLCO is based on the forecasted taxable income of the following years.  This forecast is based on
the Company’s past results and future expectations on revenue and expenses.  Management has
assessed that sufficient future taxable income may not be available against which the deferred tax
asset can be utilized.

Deferred tax assets recognized in the Company’s statements of financial position amounted to
P=14,229,026 and P=14,591,278 as at March 31, 2021 and 2020, respectively.  Unrecognized deferred
tax assets amounted to P=12,475,779 and P=14,725,897 as at March 31, 2021 and 2020, respectively
(see Note 14).

Estimation of Asset Retirement Obligation.  The Company recognized provisions for its obligation to
dismantle all its improvements at the end of its lease agreement with a lessor.  The provision
recognized represents the best estimate of the expenditures required to settle the present obligation at
the current financial reporting date.  Such cost estimates, expressed at current price levels at the date
of the estimate, are discounted using current market rate to take into account the timing of payments.

While the Company has made its best estimate in establishing the dismantlement provision, because
of potential changes in technology as well as safety and environmental requirements, plus the actual
time scale to complete decommissioning activities, the ultimate provision requirements could either
increase or decrease significantly from the Company’s current estimates.  Changes in dismantlement
liability that result from a change in the current best estimate of cash flows required to settle the
obligation or a change in the discount rate are added to (or deducted from) the amount recognized as
the related asset.

Asset retirement obligation amounted to P=46,381,312 and P=48,474,768 as at March 31, 2021 and
2020, respectively (see Note 10).
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4. Cash

2021 2020
Cash in banks P=13,208,616 P=37,046,935
Cash on hand 10,000 16,397

P=13,218,616 P=37,063,332

Cash in banks earn interest at the prevailing bank deposit rates.

Interest income earned from cash in banks amounted to P=38,681 and P=14,571 in 2021 and 2020,
respectively.

5. Trade Receivables

Trade receivables amounting to P=1,622,260 and P=17,216,377 as at March 31, 2021 and 2020,
respectively, are non-interest bearing and generally have 30 days’ term.

6. Inventories

2021 2020
At cost:

Raw materials P=396,575 P=1,921,874
Finished goods 281,675 676,096
Work-in-process 264,576 267,727

P=942,826 P=2,865,697

The total cost of raw materials fully provided with allowance for obsolescence amounted to P=162,826
as at March 31, 2021 and 2020.  No write-down in value of inventories was charged to operations in
2021 and 2020.

7. Prepayments and Other Current Assets

2021 2020
Input VAT - net P=11,734,474 P=13,576,394
Creditable withholding tax 3,055,267 2,668,443
Prepaid supplies 1,650,181 1,574,346
Advances to employees 11,000 90,321

P=16,450,922 P=17,909,504

Prepaid supplies consist of spare parts and consumables that are normally issued within one year.
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8. Property and Equipment and Software Cost

Property and Equipment

Leasehold
Improvements
(see Note 10)

Transportation
Equipment

Office
Furnitures &

Fixtures

Tools,
Machineries

and Equipment
(see Note 10) Total

Cost
At March 31, 2019 P=47,737,422 P=1,178,571 P=2,306,318 P=119,677,264 P=170,899,575
Increase in dismantlement costs due to

change in financial assumptions
(see Note 10) 8,847,845

– –
8,847,845 17,695,690

Additions – – 26,996 256,162 283,158
At March 31,2020 56,585,267 1,178,571 2,333,314 128,781,271 188,878,423
Decrease in dismantlement costs due

to change in financial assumptions
(see Note 10) (2,138,185) – – (2,138,185) (4,276,370)

Additions 120,000 – 39,548 – 159,548
Balance at March 31, 2021 P=54,567,082 P=1,178,571 P=2,372,862 P=126,643,086 P=184,761,601

Accumulated Depreciation
At March 31, 2019 P=4,138,645 P=353,166 P=653,884 P=14,093,329 P=19,239,024
Depreciation (see Notes 11 and 12) 3,274,234 236,120 462,439 9,893,923 13,866,716

At March 31,2020 7,412,879 589,286 1,116,323 23,987,252 33,105,740
Depreciation (see Notes 11 and 12) 3,090,097 235,714 466,289 9,727,934 13,520,034
Balance at March 31, 2021 P=10,502,976 P=825,000 P=1,582,612 P=33,715,186 P=46,625,774

Net Book Value
March 31, 2021 P=44,064,106 P=353,571 P=790,250 P=92,927,900 P=138,135,827
March 31, 2020 49,172,388 589,285 1,216,991 104,794,019 155,772,683

The carrying value of capitalized dismantlement cost, net of accumulated depreciation of
P=6,142,230 and P=4,172,103, amounted to P=33,152,234 and P=39,399,234 as at March 31, 2021 and
2020, respectively.  The Company has no fully depreciated property and equipment and no idle assets
as at March 31, 2021 and 2020.

Software Cost
Movement of software cost as at March 31, 2021 is as follows:

Amount
Cost
Addition and balance at end of year P=201,163
Accumulated amortization
Amortization and balance at end of year (see Note 12) 40,802

P=160,361
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9. Trade and Other Payables

2021 2020
Trade:

Third parties P=3,450,900 P=8,674,480
Related party (see Note 13) 799,622 2,194,695

Nontrade payables to a related party (see Note 13) – 263,296
Accrued expenses 2,812,836 3,055,329
Statutory payables 320,091 389,095

P=7,383,449 P=14,576,895

Trade payables are non-interest bearing and are normally on a 30 to 60 days’ term.  Accrued expenses
and statutory payables are non-interest bearing and normally settled within 30 days.  Accrued
expenses consist of accruals of professional fees, freight charges and salaries.  Terms and conditions
of trade and nontrade payables to a related party are disclosed in Note 13.

10. Asset Retirement Obligation

The Company has a contractual obligation to dismantle its machines and improvements on the leased
building at the end of the lease term.  In this regard, the Company established a provision to recognize
its estimated liability for the dismantlement of these machines and improvements.

Movements in asset retirement obligation are as follows:

2021 2020
Beginning balance P=48,474,768 P=28,400,952
Increase (decrease) due to change in financial

assumptions (see Note 8) (4,276,370) 17,695,690
Accretion 2,182,914 2,378,126
Ending balance P=46,381,312 P=48,474,768

The actual cost of dismantlement could vary substantially from the above estimate because of new
regulatory requirements, changes in technology, increased cost of labor, materials, and equipment
and/or actual time required to complete all dismantlement activities.

11. Cost of Goods Sold

2021 2020
Raw materials used P=11,355,605 P=31,448,487
Direct labor 1,176,203 2,238,389
Manufacturing overhead:

Depreciation and amortization (see Note 8) 13,511,583 13,808,539
Rent (see Note 15) 6,195,684 6,271,662
Salaries and employees’ benefits 5,291,233 7,564,219
Communication, light and water 2,688,576 4,269,603
Repairs and maintenance 1,433,997 1,033,256
Insurance 539,424 1,059,849

(Forward)
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2021 2020
Supplies and indirect materials P=513,067 P=642,337
Others 2,616,021 3,093,884

Movements in:
Finished goods 394,421 (308,525)
Work in-process 3,151 121,168

P=45,718,965 P=71,242,868

12. Selling, General and Administrative Expenses

2021 2020
Research and development costs (see Note 13) P=1,492,429 P=1,054,846
Write-off of input VAT 2,932,681 –
Professional fees 1,251,599 1,703,671
Freight and brokerage 1,537,000 1,764,500
Marketing and selling (see Note 13) 2,474,142 5,417,875
Salaries and employees’ benefits 2,309,842 1,700,372
Rent (see Note 15) 326,089 331,967
Communication, light and water 227,599 428,444
Supplies 12,121 48,372
Depreciation and amortization (see Note 8) 49,253 58,177
Taxes and licenses 22,500 50,664
Others 173,271 788,446

P=12,808,526 P=13,347,334

13. Related Party Transactions

Entities and individuals that directly or indirectly through one or more intermediaries, control, or are
controlled by, or under the common control with the Company, including holding companies,
subsidiaries and fellow subsidiaries are related parties of the Company.  Associates and individuals
owning, directly or indirectly, an interest in the voting power of the Company that gives them
significant influence over the enterprise, key management personnel, including directors and officers
of the Company and close members of the family of these individuals and companies associated with
these individuals also constitute related parties.

Outstanding balances at year-end are settled in cash throughout the financial period.

The transactions of the Company with the related parties are described below:

Category Terms Conditions Period

Amount/
Volume of

Transactions

Trade and
Other

Payables
(see Note 9)

Payable to
Parent Company

SMRC Automotive Holdings
Netherlands B.V., Parent
Company

(1) Loan agreements (a)

Peso and USD-denominated loans
which bear interest at 2.25% to 6%
annually, with an expected term of 4
to 5 years Unsecured

2021 P=– P=– P=163,449,869
2020 – – 176,700,000

(2) Interest expense (a)
Non-interest bearing, payable at the end

of the loan period Unsecured
2021 8,121,922 – 11,690,601
2020 8,501,493 – 16,986,637

(Forward)
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Category Terms Conditions Period

Amount/
Volume of

Transactions

Trade and
Other

Payables
(see Note 9)

Payable to
Parent Company

(3) Services provided by the
Parent Company (b) Non-interest bearing, normally on a Unsecured 2021 P=3,996,571 P=82,671 P=–

(see Note 12) 30 days’ term  2020 6,472,721 263,296 –
SMRC Automotive Smart
Interior Tech (Thailand) Ltd.,
an entity under common
control

(1) Purchases (c)
Non-interest bearing, normally on a 45

days’ term Unsecured
2021 2,360,844 716,951 –
2020 6,700,954 2,194,695 –
2021 P=799,622 P=175,140,470

 2020 2,457,991 193,686,637

a. Loan agreements

The Company, as a borrower, has entered into the following loan agreements with SMRC
Automotive Holdings Netherlands B.V.:

Commencement Date Terms

Principal
Amount

(In Original
Currency) 2021 2020

January 15, 2018 Philippine peso-denominated loan, unsecured, interest bearing
at 6% per annum and matured on

December 31, 2018.  On April 18, 2019, the loan
agreement was renewed.  The loan is payable in lump at

the end of the loan period of four (4) years

P=50,000,000 P=50,000,000 P=50,000,000

January 30, 2018 U.S. dollar-denominated loan, unsecured,
interest bearing at Libor U.S. dollar 1-month rate plus

2.25% rate (as the date of initial drawdown).
The principal amount is $400,000, of which $300,000

was already withdrawn. The loan matured on
December 31, 2018.  On April 18, 2019, the loan

agreement was renewed.  The loan is payable in lump at
the end of the loan period of five (5) years

$300,000 14,559,000 15,204,000

April 20, 2018 U.S. dollar-denominated loan, unsecured,
interest bearing at Libor U.S. dollar 1-month rate plus

2.25% rate (as the date of initial drawdown).
On April 18, 2019, the loan agreement was renewed.

The loan is payable in lump sum at the end of the
loan period of five (5) years

$2,037,727 98,890,869 111,496,000

P=163,449,869 P=176,700,000

Interest expense from the above loans amounted to P=8,121,922 and  P=8,501,493 in 2021 and
2020, respectively.

b. Services provided by the Parent Company

In 2019, the Company entered into agreement with the Parent Company.  Under the terms of the
agreement, the Parent Company provides services, such as research and development, marketing
and selling and IT services, to the Company. Under the term of the contract, the Parent Company
will provide services for 3 years with successive renewal periods of one (1) year unless the party
gives other parties a notice to terminate the agreement.  In 2021 and 2020, the Company paid
service fees in consideration for these services.
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c. Purchases

Purchases from a related party are at prices mutually agreed by both parties concerned and
normally on a cost-plus basis.

d. Compensation of Key Management Personnel

Short-term employee benefits of key management personnel which consist of salaries and wages
amounted to P=5,135,867 and P=5,836,986 in 2021 and 2020, respectively. There is no other
compensation given to key management personnel in 2021 and 2020.

14. Income Taxes

Corporate Recovery and Tax Incentives for Enterprises (CREATE) Act
On March 26, 2021, President Rodrigo Duterte signed into law the CREATE Act to attract more
investments and maintain fiscal prudence and stability in the Philippines.  Republic Act (RA) 11534
or the CREATE Act introduces reforms to the corporate income tax and incentives systems. It takes
effect 15 days after its complete publication in the Official Gazette or in a newspaper of general
circulation or April 11, 2021.

The following are the key changes to the Philippine tax law pursuant to the CREATE Act which have
an impact on the Company:

 Effective July 1, 2020, regular corporate income tax (RCIT) rate is reduced from 30% to 25% for
domestic and resident foreign corporations. For domestic corporations with net taxable income
not exceeding Php5 million and with total assets not exceeding Php100 million (excluding land
on which the business entity’s office, plant and equipment are situated) during the taxable year,
the RCIT rate is reduced to 20%.

 Minimum corporate income tax (MCIT) rate reduced from 2% to 1% of gross income effective
July 1, 2020 to June 30, 2023.

 Imposition of improperly accumulated earnings tax (IAET) is repealed.

As discussed above, the CREATE Act is considered enacted or substantively enacted on
March 26, 2021 notwithstanding that its effectivity is on a later date, which is on April 11, 2021.
Accordingly, current and deferred taxes as of and for the year ended March 31, 2021 are computed
and measured using the applicable income tax rates as of March 31, 2021 (i.e., transitory rate of
26.25% RCIT) in accordance with CREATE Act.  In 2021, the Company is at tax loss position, as
such, the CREATE Act has no impact to the current income tax for the year ended March 31, 2021.

Current and Deferred Income Taxes
The provision for current income tax recognized in 2021 and 2020 represents final tax on interest
income.
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The reconciliation of benefit from income tax computed at the statutory income tax rate to benefit
from income tax) as shown in the statements of comprehensive income is summarized as follows:

2021 2020
Benefit from income tax computed at

statutory tax rate (P=8,586,225) (P=4,648,895)
Income tax effects of:

Nondeductible expenses and others 7,498,622 4,660,228
Change in unrecognized deferred tax assets 2,250,118 (1,753,022)
Interest income subjected to final tax (38,681) (11,333)
Final tax on interest income 7,736 4,835

P=1,131,570 (P=1,748,187)

The components of the Company’s net deferred tax assets computed using the 30% tax rates as at
March 31, 2021 and 2020 are as follows:

2021 2020
Deferred tax assets
Asset retirement obligation P=13,914,394 P=14,542,430
Accrued rent 265,784 –
Allowance for inventory obsolescence 48,848 48,848

14,229,026 14,591,278

Deferred tax liabilities
Capitalized cost of dismantlement (9,945,821) (11,819,770)
Unrealized foreign exchange gain (2,635,531) –

(12,581,352) (11,819,770)
P=1,647,674 P=2,771,508

The Company’s deferred tax assets on the carry forward benefits of NOLCO amounting to
P=12,475,779 and P=14,725,897 as at March 31, 2021 and 2020, respectively, were not recognized as
the Company’s management believes that it is not probable that taxable income will be available
against which these deferred tax assets can be applied.

The carryforward benefits of NOLCO which can be claimed as deduction against future regular
taxable income are as follows:

Date Incurred Expiration Amount
December 31, 2017 December 31, 2020 P=41,391,757
December 31, 2019 December 31, 2022 8,150,183
March 31, 2020 March 31, 2023 7,382,290
March 31, 2021 March 31, 2026 31,994,306

88,918,536
Utilized portion of 2017 NOLCO (7,837,907)
Expired portion of 2017 NOLCO (33,553,850)

P=47,526,779
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15. Lease Commitment

The Company entered into lease agreement covering the parcel of land and a building where the
factory is located.  The lease agreement has a term of (7) years from July 1, 2017 to June 30, 2024,
subject to renewal as may agree upon by both parties. The monthly rental fee is subject to annual
escalation.  Outstanding liability arising from difference between the actual lease payments and rent
expense using the straight-line method of amortization amounted to P=885,948 and P=594,428 as at
March 31, 2021 and 2020, respectively.  Total rental expense charged to operations amounted to
P=6,230,253 and P=6,603,630 in 2021 and 2020, respectively (see Notes 11 and 12).

Under this lease agreement, the Company is committed to pay the following minimum annual rentals:

Within one year P=6,450,316
After one year but not more than five years 15,722,519

P=22,172,835

16. Impact of COVID-19

On March 11, 2020, the World Health Organization declared the outbreak of COVID-19 virus as a
global pandemic.  On March 13, 2020, the Office of the President of the Philippines issued a directive
imposing stringent social distancing measures in the National Capital Region effective
March 15, 2020.  On March 16, 2020, Presidential Proclamation No. 929 was issued, declaring a
State of Calamity throughout the Philippines for a period of six (6) months and imposed an enhanced
community quarantine (ECQ) throughout Luzon until April 12, 2020, unless earlier lifted or
extended.  The Office of the President of the Philippines issued a memorandum extending the ECQ
until April 30, 2020 which was further extended to May 15, 2020.  On May 14, 2020, the government
relaxed the implementation of ECQ and has placed certain areas under either the Modified ECQ or
general community quarantine (GCQ) until May 31, 2020 and the government further eased the
implementation of community quarantine and placed most of areas in the Philippines under GCQ.

On March 27, 2021, the Office of the President approved placing NCR, Bulacan, Cavite, Laguna and
Rizal (NCR Plus) under ECQ from March 29, 2021 to April 4, 2021, which was extended until May
14, 2021.  Then, the government eased the implementation of community quarantine and placed the
NCR Plus to GCQ with heightened restrictions until May 31, 2021.  Then the government relaxed the
implementation of the quarantine with certain restrictions.

These measures have resulted in massive disruptions to most businesses and have caused significant
increase in economic uncertainty.  Governments and Central Banks have responded with monetary
and fiscal interventions to stabilize the economies.  The significant events and transactions that have
occurred since March 31, 2020 which relate to the effects of the global pandemic on the financial
statements for the year ended March 31,2021 are summarized as follows:

 The Company's production requirement decreased because of lower sales order. The Company
temporarily stopped the production operations for certain periods and implemented skeletal work
arrangement due to quarantine and lower production requirement.

 Due to lower customer sales order, sales decreased in 2021 which resulted to net loss of
P=33,840,998.

The Company has considered the impact of these disruptions to its financial position, performance
and cash flows as at and for the year-ended March 31, 2021.  The Company will continue to monitor
the situation.
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17. Supplementary Information Required Under Revenue Regulations 15-2010

The Company reported and/or paid the following type of taxes in 2021 as follows:

a. Value-added Tax (VAT)

 Output VAT

In 2021, the Company declared net sales and output VAT in its VAT returns amounting to
P=24,334,079 and P=2,921,290, respectively.

 Input VAT

Balance at April 1 P=13,576,394
Current period’s domestic purchases for:

Purchase of Capital Goods not exceeding P1million 40,205
Domestic goods 935,109
Domestic services 1,636,901
Importation of goods 214,784

Input VAT applied against output VAT (4,668,919)
Balance at March 31 P=11,734,474

b. Withholding taxes

Tax on
Compensation

and Benefits

Expanded
Withholding

Taxes
Balance at beginning of period P=62,978 P=64,197
Taxes withheld 1,023,267 562,761
Payments/remittances (976,613) (541,503)
Balance at end of period P=109,632 P=85,455

c. Taxes and licenses

The Company paid registration fees, permits and licenses amounting to P=489,335 in 2021.

d. Excise Tax

The Company had no transactions subjected to excise tax in 2021.

e. Deficiency Tax Assessments and Tax Cases

The Company has no outstanding tax assessments with the Bureau of Internal Revenue (BIR) or
tax cases in any courts or bodies outside the BIR as at March 31, 2021.


