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CIRTEK HOLDINGS
Philippines Corporation

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR INTERIM CONSOLIDATED FINANCIAL STATEMENTS

The Management of CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES
(the “Group”) is responsible for the preparation and fair presentation of the interim
consolidated financial statements including the schedules attached therein, as of March 31,
2021 and December 31, 2020 and for the periods ended March 31, 2021 and 2020, in
accordance with the Philippine Financial Reporting Standards, and for such internal control as
Management determines is necessary to enable the preparation of interim consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

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

The Board of Directors is responsible for oversesing the Group's financial reporting process.

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

R.S. Bernaldo & Associates, the independent auditor appointed by the stockholders, has
reviewed the interim consolidated financial statements of the Group in accordance with
Philippine Standard on Review Engagements 2410 Review of Interim Financial Information
Performed by the Independent Auditor of the Entity.

Pl
JERRY LU JOR GUILAR
Chairman of the Board d Prasident

EVP & Chief Financial Officer

Signed this, 26" day of May 2021.
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1™ R.S. BERNALDO & ASSOCIATES PKF

RSB

Report on Review of Interim Consolidated Financial Statements

The Board of Directors and the Stockholders

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES
116 East Main Avenue, Phase V-SEZ

Laguna Technopark, Bifian, Laguna

Introduction

We have reviewed the accompanying interim consolidated statement of financial position of
CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES as of March 31, 2021
and the related interim consolidated statement of comprehensive income, changes in equity
and cash flows for the three-month period then ended. Management is responsible for the
preparation and presentation of this interim consolidated financial statements in accordance
with Philippine Financial Reporting Standards. Our responsibility is to express a conclusion on
these interim consolidated financial statements based on our review.

Scope of Review

We conducted our review in accordance with Philippine Standard on Review Engagements
2410, Review of Interim Financial Information Performed by the Independent Auditor of the
Entity. A review of interim consolidated financial statements consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than an audit conducted
in accordance with Philippine Standards on Auditing and consequently does not enable us to
obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim consolidated financial statements is not prepared, in all material
respects, in accordance with Philippine Financial Reporting Standards.
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER

1. For the quarterly period ended March 31,2021

............................................................................................................................................

5. Province, country or other jurisdiction of incorporation or organization: Philippines

6. Industry Classification Code: |:I (SEC Use Only)

.................................................................................................................

.............................................................

................................................................................................................................................

9. Former name, former address and former fiscal year, if changed since last report: n/a

10.Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the RSA

Title of each Class Number of shares of common
stock outstanding and amount
of debt outstanding

Common Shares 419,063,353 / n/a
Preferred B2 A Shares 67,000,000/ n/a
Preferred B2 B Shares 20,000,000/ n/a

11. Are any or all of the securities listed on a Stock Exchange?
Yes [v ] No [ ]
If yes, state the name of such Stock Exchange and the class/es of securities listed therein:

Philippine Stock Exchange — Common Shares, Preferred B2 A Shares, Preferred B2 B Shares

SEC Form 17-Q 1% Qtr 2021
February 2001



12. Indicate by check mark whether the registrant:

(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26
and 141 of the Corporation Code of the Philippines, during the preceding twelve (12) months
(or for such shorter period the registrant was required to file such reports)

Yes [v ] No [ ]
(b) has been subject to such filing requirements for the past ninety (90) days

Yes [v ] No [ ]
PART I--FINANCIAL INFORMATION

Item 1. Financial Statements.

Please see attached
Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

Please see attached

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused this
report to be signed on its behalf by the undersigned thereunto duly authorized.

issuer.:
Signature and Title Emel ruzada
Chief Cotnpliance Officer

Date: May 26, 2021

Principal Financial/Accounting m.

Signature and Title
EVP & Chcef Flnanclal Oﬂioer

Date: May 26, 2021
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(In US Dollars)
March 31,2021 December 31,2020
Notes (Reviewed) (Audited)

ASSETS '
Current Assets
Cash and cash equivalents 4 2,308,649 31,837,190
Trade and other receivables - net 5 49,847,413 56,654,779
Due from related parties 18 191,569 193,592
Inventories 6 58,711,534 57,101,037
Other current assets 7 6,754,516 5,060,619

117,813,681 150,847,217
Assets held for sale 9 10,605,040 10,605,040
Total Current Assets 128,418,721 161,452,257
Noncurrent Assets
Other financial asset at amortized cost 8 - 456,055
Property, plant and equipment - net 10 41,106,824 41,951,841
Intangible assets - net 11 94,067,305 94,072,121
Right -of-use asset - net 12 413,676 443,009
Deferred income tax assets - net 26 297,902 329,361
Other non-current assets 13 5,392,875 10,379,809
Total Noncurrent Assets 141,278,582 147,632,196
TOTAL ASSETS 269,697,303 309,084,453
LIABILITIES AND STOCKHOLDERS®’ EQUITY
LIABILITIES
Current Liabilities
Trade and other payables 14 17,388,386 14,989,780
Short-term loans 15 42,228,740 86,039,146
Long-term debt - current portion 16 8,113,098 8,113,098
Due to related parties 18 618,775 618,381
Dividend payable 30 126,955 126,955
Lease liabilities - current portion 17 272,568 301,901
Deposit to future stock subscription 30 189,107 189,107
Income tax payable 491,875 130,616
Total Current Liabilities 69,429,504 110,509,484
Noncurrent Liabilities
Long-term debt - net of current portion 16 49,617,387 50,317,388
Lease liabilities - net of current portion 17 162,983 162,983
Retirement benefit obligation 24 2,546,602 2,747,557
Deferred income tax liabilities - net 26 4,085,309 3,913,575
Total Noncurrent Liabilities 56,412,281 57,141,503
Total Liabilities 125,841,785 167,650,987
STOCKHOLDERS® EQUITY
Common stock 30 9,594,321 9,594,321
Preferred stock 30 3,032,140 3,032,140
Additional paid-in Capital 30 120,053,514 120,053,514
Equity reserve 30 4,030,214 4,030,214
Other Comprehensive Income 24,30 1,464,858 1,365,298
Retained Earnings 30 30,457,904 28,144,471
Parent Company shares held by a subsidiary 30 (24,777,433) (24,786,492)
Total Stockholders’ Equity 143,855,518 141,433,466
TOTAL LIABILITIES AND STOCKHOLDERS’
EQUITY 269,697,303 309,084,453

See accompanying Notes to Interim Condensed Consolidated Financial Statements.




CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In US Dollars)

Three Months Ended March 31

2021 2020
Notes (Reviewed) (Unaudited)

REVENUE FROM CONTRACTS WITH

CUSTOMERS 19 22,744,904 22,270,139
COST OF SALES 20 16,108,862 15,966,935
GROSS PROFIT 6,636,042 6,303,204
OPERATING EXPENSES 21 2,073,259 2,342,530
FINANCIAL EXPENSE (INCOME)

Finance costs 15,16 1,127,557 1,559,391

Finance income 4,8 (26,244) (47,946)
OTHER EXPENSE - net 25 182,398 46,136
PROFIT BEFORE TAX 3,643,868 2,495,365
INCOME TAX 26 30,440 88,490
PROFIT 3,613,428 2,406,875

OTHER COMPREHENSIVE INCOME

Other comprehensive income not to be reclassified to
profit or loss in subsequent periods:
Remeasurement gains (losses) on retirement benefit,

net of deferred tax - =
TOTAL COMPREHENSIVE INCOME 3,613,428 2,406,875
Basic Earnings Per Share 27 0.0086 0.0057

See accompanying Notes to Interim Condensed Consolidated Financial Statements
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

For the three months ended

March 31
Notes 2021 (Reviewed) 2020 (Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax 3,643,868 2,495,365
Adjustments for:

Depreciation 20,21 1,356,789 1,262,153

Amortization 11 563,100 491,489

Finance costs 15 1,127,557 1,559,391

Retirement benefit costs 24 85,784 (105,684)

Net unrealized foreign exchange (gains) losses 25 (3,428) 26,697

Finance income 4,8 (26,244) (47,946)
Operating cash flows before changes in working capital 6,747,426 5,681,465
Decrease (Increase) in operating assets:

Trade and other receivables 6,807,366 (1,154,705)

Inventories (1,610,497) (6,404,965)

Other current assets (1,693,897) (1,542,338)
Increase (decrease) in trade and other payables 2,444,265 (5,852,833)
Cash from (used in) operations 12,694,663 (9,273,376)
Interest received 4,8 26,244 47,946
Income taxes 330,819 3,700
Net cash from (used in) operating activities 13,051,726 (9,221,730)
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of:

Property, plant and equipment 10 (511,772) (4,515,605)

Product development cost 11 (558,284) (971,371)
Lease liability at amortized cost 17 (29,333) (84,192)
Proceeds from matured bond investment 8 456,055 -
Decrease in other noncurrent assets 13 4,986,934 4,002
Net cash flows ( used in) investing activities 4,343,600 (5,567,166)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from:

Availment of short-term loans 15 - 39,463,299

Shares held by a subsidiary 10 9,059 -
Payments of:

Cash dividends 30 (1,299,995) (1,025,971)

Finance costs 15 (1,127,557) (1,561,757)

Long-term debt 16 (700,000) (1,310,000)

Short-term loans and commercial paper 15 (43,810,407) (26,345,593)
Net movements in amounts owed by and owed to related parties 18 1,918 4,999,280
Net cash flows from (used in) financing activities (46,926,982) 14,219,258
EFFECT OF EXCHANGE RATE CHANGES ON CASH 25 3,115 (19,906)
NET DECREASE IN CASH (29,528,541) (589,544)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 31,837,190 15,354,711
CASH AND CASH EQUIVALENTS AT END OF YEAR 2,308,649 14,765,167

See accompanying Notes to Interim Condensed Consolidated Financial Statements.




CIRTEK HOLDINGS PHILIPPINE CORPORATION AND SUBSIDIARIES

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

As of and for the Three-Month Period Ended March 31, 2021

(With Comparative Audited Figures as of December 31, 2020 and Unaudited Figures for the Three Month
Period Ended March 31, 2020)

1. Corporate Information

Cirtek Holdings Philippines Corporation (CHPC or the “Parent Company™) was incorporated
under the laws of the Republic of the Philippines on February 10, 2011 to invest in, purchase or
acquire personal property of every kind, including shares of stocks, bonds, debentures, notes,

evidences of indebtedness, and other securities.

The Parent Company was listed in the Philippine Stock Exchange on November 18, 2011.

Prior to the listing, the Parent Company had undergone a corporate reorganization on
March 1, 2011 which includes an acquisition from Cirtek Holdings, Inc. (CHI) of 155,511,952
common shares of Cirtek Electronics Corporation (CEC), and 50,000 shares of Cirtek Electronics
International Corporation (CEIC), representing 100% of the outstanding capital stock of both
companies. The above transaction was treated as a business combination of entities under

common control and was accounted for similar to pooling-of-interests method.

Camerton Inc. (Camerton) is the immediate parent of CHPC, while Carmetheus Holdings, Inc. is

the ultimate parent company of CHPC and its subsidiaries (the “Group”).

CHPC, through its subsidiaries CEC and CEIC, is primarily engaged in two major activities:
(1)the manufacture and sales of semiconductor packages as an independent subcontractor for
outsourced semiconductor assembly, test and packaging services, and (2) the manufacture of
value-added, highly integrated technology products. CEC provides turnkey solutions that include
package design and development, wafer probing, wafer back grinding, assembly and packaging,
final testing of semiconductor devices, and delivery and shipment to its customers’ end users.
CEIC sells integrated circuits principally in the United States of America, and assigns the
production of the same to CEC. In 2014, CEIC acquired Remec Broadband Wireless Inc. (RBWI
or REMEC), renamed Cirtek Advanced Technologies and Solutions, Inc. (CATS), a manufacturer
of value added, highly integrated technology products. CATS offers complete “box build”
turnkey manufacturing solutions to radio frequency, microwave and millimeter wave products
used in the wireless industry such as telecommunication, satellite, aerospace and defense, and

automotive wireless devices.

Incorporation of Cirtek Corporation and Cirtek Cayman Ltd. (CCL, Merger Subsidiary)

Cirtek Corporation was incorporated on July 7, 2017 under the laws of Delaware, USA, to engage
in lawful act or activity for which corporations may be organized under the General Corporation

Law of the State of Delaware. Cirtek Corporation is a wholly owned subsidiary of CEIC.

In the same period, CCL was incorporated in the Cayman Islands. CCL is a wholly owned
subsidiary of Cirtek Corporation and was merged with Quintel Cayman Ltd. (Quintel) in
accordance with the Agreement and Plan of Merger (“Agreement”) between the Group and the

previous stockholders of Quintel.




Acquisition of Quintel

On July 28, 2017, the Parent Company’s Board of Directors, (BOD) approved the acquisition of
Quintel and its subsidiaries for 83.2 million. Quintel is a leading innovator of spectrum and
space-efficient base station antennas for wireless networks.

In accordance with the Agreement, CCL was merged with and into Quintel, with the latter
surviving corporation. All outstanding shares, warrants, and stock options of the previous
stockholders of Quintel were converted to a right to receive the consideration from CHPC and
Cirtek Corporation. As a result of the merger, each of CCL’s one hundred (100) issued and
outstanding shares shall be converted into and exchanged for one (1) validly issued, fully paid and
non-assessable share of the surviving company. On the other hand, each of Quintel’s issued and
outstanding shares before the merger shall be cancelled and extinguished, and be converted
automatically into the right to receive a portion of the purchase price.

The Group believes that Quintel’s cutting edge research and development and product capabilities
significantly add to and complement the Group’s growing portfolio in wireless communication,
and is aligned with its business focus on high-growth market segments. Furthermore, being the
strategic manufacturing partner of Quintel products places the Group in a unique situation to
achieve significant synergies through value engineering, research and development collaboration
as well as cost reduction, resulting in high-quality, reliable and cost-competitive products.

On August 4, 2017, the Assistant Registrar of Companies for the Cayman Islands issued a
Certificate of Merger stating that the companies have merged effective on said date.

Commercial Papers

On March 26, 2021, the Securities and Exchange Commission (SEC) approved the
P1,000,000,000 worth of Commercial Papers (CPs) of the Company. On April 28, 2021, the CPs
have been listed in the Philippine Dealing and Exchange Corporation. The CPs were issued in
lump-sum or in tranches as follows:

On February 19, 2020, the Securities and Exchange Commission (SEC) approved the
£2,000,000,000 worth of Commercial Papers (CPs) of the Parent Company. On the following
day, th CPs have been listed in the Philippine Dealing and Exchange Corporation. The CPs may
be issued in lump-sum or in tranches as follows:

Series Discount  Tenor Denomination
Rate
D 4.000% 182 days Minimum of R5,000,000 face value and increments of £100,000
E 4.250% 364 days Minimum of 5,000,000 face value and increments of 100,000

The proceeds were used to refinance the existing debt of the Parent Company and finance working capital
requirement.

The Parent Company is 70% owned by Camerton, Inc., a domestic Corporation, 68.10% owned by Filipino
individuals and 2.8% owned by foreign individuals.

The Parent Company’s registered office address is at 116 East Main Avenue, Phase V-SEZ, Laguna
Technopark, Bifian, Laguna.




Effect of COVID-19

In order to hasten the achievement of herd immunity against COVID-19 within the company and
ensure the good health of its employees, Cirtek’s Top Management has facilitated the reservation
of vaccines by tying up with a leading pharmaceutical company that cooperates with the
appropriate government agencies and ordering of adequate number of vaccines. This move is
welcomed by the Cirtek’s employees who desire to be vaccinated at the soonest possible time.,
The Company continues to implement/enforce its Workplace Policy and Program on COVID-19
Prevention and Control in compliance with DOLE and DOH regulations. Moreover, a work-from-
home policy especially for office staff and staggered attendance scheme are currently in place.

Amidst the global pandemic, the Company is experiencing a good booking in product orders for
medical chips supplied to medical equipment end customers globally. In view of the manifestation
of COVID-19 around the world, it is critical for hospitals to have enough medical equipment to
save lives, flatten the curve, prevent further spread of the virus and control the pandemic. The
Cirtek Group has been tapped by several of its customers for chips used in medical equipment
desperately needed all over the world. Cirtek Group is able to produce 1 million chips per week
for these devices that are in urgent demand which medical practitioners rely on. This year 2021,
there is a strong demand of semi-conductor devices due to shortage and insufficient production
last 2020 of semiconductor companies particularly large multinational companies who did not
invest from additional capex to increase in capacity because of global pandemic. The global semi-
conductor sales are expected to have a significant growth and all the markets are increasing orders
particularly telecommunications, industrial, automotive, medical, computing including IOT etc
because of the shortage.

In line with the Company’s social responsibility, it is stepping up beyond its call of duty to exert
more effort in curbing down the global pandemic. The Cirtek Group has donated hundreds of
thousands worth of Personal Protective Equipment (PPE) to various hospitals locally. The Cirtek
Group remains operational with a work schedule of 24 hours a day, 6 days a week, to keep up
with the pace in global demand.

Basis for the Preparation and Presentation of Consolidated Financial Statement

Basis of Preparation
The interim condensed consolidated financial statements have been prepared in the conformity

with PFRS and are under the historical cost convention, except for certain financial instruments
that are carried either at fair value or amortized cost, inventories carried at lower of cost or net
realizable value, investment properties carried at fair value and asset for sale, which are stated at
lower of carrying amount and fair value less costs to sell.

Statement of Compliance

The interim condensed consolidated financial statements of the Group have been prepared in
accordance with Philippine Accounting Standards (PAS) 34, Interim Financial Reporting. The
interim condensed consolidated financial statements do not include all the information and
disclosures required in the annual consolidated financial statements and should be read in
conjunction with the Group’s December 31, 2021 annual consolidated financial statements.




Basis of Consolidation

The interim condensed consolidated financial statements comprise the financial statements of the
Parent Company and its subsidiaries as of the following:

Percentage of Ownership

Country of March 31, 2021 December 31, 2020

Incorporation Direct Indirect Direct Indirect
CEC Philippines 100 - 100 -
CEIC BVI 100 - 100 -
CATS (formerly known as RBWI) BVI - 100 - 100
CATS - Philippine Branch Philippines - 100 - 100
RBW Realty and Property, Inc.

(RBWRP) Philippines - 100 - 100
Cirtek Corporation United States of America - 100 - -
Quinte] Cayman Cayman Islands - 100 - -
Quintel Technology, Ltd. United Kingdom - 100 - -
Quinte] USA United States of America - 100 - -

Telecom Quintel Mauritius, Ltd.  Republic of Mauritius - 100 - -

Telecom Quintel Mauritius, LTD, and Quintel Technology, LTD, was liquidated, as discussed in
Note 31.

The consolidated financial statements incorporate the financial statements of the Parent Company
and the entities controlled by the Parent Company (its subsidiaries) up to December 31 of each
year. Control is achieved when the Parent Company has exposure or rights to variable returns
from its involvement :

When the Group has less than a majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing whether it has power over an investee,
including:

e The contractual arrangement with the other vote holders of the investee;
e Rights arising from other contractual arrangements;
¢ The Group’s voting rights and potential voting rights.

The Group re-assess whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control. Subsidiaries are consolidated
from the date when control is transferred to the Parent Company and ceases to be consolidated
from the date when control is transferred out of the Parent Company.

At acquisition, the assets and liabilities and the contingent liabilities of a subsidiary are measured
at their fair values at the date of acquisition. Any excess of the cost of acquisition over the fair
values of the assets acquired is recognized as goodwill.

Any deficiency of the cost of acquisition below the fair values of the identifiable net assets
acquired (i.e. discount on acquisition) is credited to the profit and loss in the period of acquisition.
Goodwill is initially measured at cost, being the excess of the aggregate of fair value of the
consideration transferred and the amount recognized for non-controlling interest over the net
identifiable assets acquired and liabilities assumed. If this consideration is lower than the fair
value of the net assets of the subsidiary acquired, the difference is recognized in profit or loss.




After initial recognition, goodwill is measured at cost less any accumulated impairment losses.
For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group’s cash-generating units (CGU) that are expected
to benefit from the combination, irrespective of whether other assets or liabilities of the acquire
are assigned to those units.

The consolidated financial statements are prepared using uniform accounting policies for like
transactions and other events in similar circumstances. Inter-group balances and transactions,
including inter-group profits and unrealized profits and losses, are eliminated. When necessary,
adjustments are made to the financial statements of the subsidiary to bring the accounting policies
used in line with those used by the Group. All inter-group transactions, balances, income and
expenses are eliminated during consolidation. Profit or loss and each component of other
comprehensive income (OCI) are attributed to the equity holders of the Parent Company and to
the non-controlling interests, even if this results in the non-controlling interests having a deficit
balance.

Non-controlling interests represent the portion of profit or loss and net assets not held by the
Parent Company and are presented in the consolidated statements of comprehensive income and
within equity in the consolidated statements of financial position, separately from the Group’s
equity attributable to equity holders of the Parent Company. A change in the ownership interest
of a subsidiary, without a loss of control is accounted for as an equity transaction.

Upon the loss of control, the Group derecognizes the assets and liabilities of the former subsidiary
from the consolidated statement of financial position. The Group recognizes any investment
retained in the former subsidiary at its fair value when control is lost and subsequently accounts
for it and for any amounts owed by or to the former subsidiary in accordance with relevant
PFRSs. That fair value shall be regarded as the fair value on initial recognition of a financial
asset in accordance with PFRS 9 or, when appropriate, the cost on initial recognition of an
investment in an associate or joint venture. The Group recognizes the gain or loss associated with
the loss of control attributable to the former controlling interest.

Business Combinations and Goodwill

Business combination is a transaction or event in which an acquirer obtains control of one or more
businesses. The Group accounts for each business combination by applying the acquisition
method in accordance with PFRS 3. The Group elects to measure the non-controlling interest in
the acquiree at fair value or at the proportionate share of the acquiree’s identifiable net assets.
Acquisition-related costs are expensed as incurred and included in administrative expenses.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as of the acquisition date. This includes the separation of
embedded derivatives in host contracts by the acquiree.

If the initial accounting for a business combination is incomplete by the end of the reporting
period in which the combination occurs, the Group as an acquirer shall report in its consolidated
financial statements provisional amounts for the items for which the accounting is incomplete.




During the measurement period, the Group as an acquirer shall retrospectively adjust the
provisional amounts recognized at the acquisition date to reflect new information obtained about
the facts and circumstances that existed as of the acquisition date and, if known, would have
affected the measurement of the amounts recognized as of that date. During the measurement
period, the Group as an acquirer shall also recognize additional assets or liabilities if new
information is obtained about facts and circumstances that existed as of the acquisition date and, if
known, would have resulted in the recognition of those assets and liabilities as of that date. The
measurement period ends as soon as the Group as an acquirer receives information it was seeking
about facts and circumstances that existed as of the acquisition date or learns that more
information is not obtainable. However, the measurement period shall not exceed one year from
the acquisition date.

If the business combination is achieved in stages, any previously held equity interest is
remeasured at its acquisition date fair value and any resulting gain or loss is recognized in profit
or loss. Any contingent consideration to be transferred by the acquirer will be recognized at fair
value at the acquisition date. Contingent consideration that is classified as an asset or liability that
is a financial instrument and within the scope of PFRS 9 (previously PAS 39) is measured at fair
value with changes in fair value recognized either in profit or loss or other comprehensive
income. If the contingent consideration is not within the scope of PFRS 9, it is measured in
accordance with the appropriate PFRS. Contingent consideration that is classified as equity is not
remeasured and subsequent settlement is accounted for within equity.

The Group recognizes goodwill as of the acquisition date as the excess of (a) and over (b) below:

a) The aggregate of:

i. The consideration transferred, which is generally measured at acquisition-date fair value;

ii. The amount of any non-controlling interest in the acquiree; and

iii. In a business combination achieved in stages, the acquisition-date fair value of the
acquirer’s previously held equity interest in the acquiree.

b) The net of the acquisition-date amounts the identifiable assets acquired and the liabilities
assumed. If the fair value of the net assets acquired is in excess of the aggregate consideration
transferred, the Group reassesses whether it has correctly identified all of the assets acquired
and all of the liabilities assumed and reviews the procedures used to measure the amounts to
be recognized at the acquisition date. If the reassessment still results in an excess of the fair
value of net assets acquired over the aggregate consideration transferred, then the gain is
recognized in profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses.
For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group’s cash generating units (CGUs) that are expected
to benefit from the combination, irrespective of whether other assets or liabilities of the acquiree
are assigned to those units.

Where goodwill has been allocated to a CGU and part of the operation within the unit is disposed
of, the goodwill associated with the disposed operation is included in the carrying amount of the
operation when determining the gain or loss on disposal. Goodwill disposed in these

circumstances is measured based on the relative values of the disposed operation and the portion
of the CGU retained.




Common control combination is a business combination wherein the combining entities or
businesses are ultimately controlled by the same party or parties both before and after the business
combination, and that control is not transitory. This means that the same party or parties have the
ultimate control over the combining entities or businesses both before and after the business
combination.

The Group applied pooling of interest method in accounting for common control business
combinations. The assets and liabilities of the acquired entities and that of the Group are reflected
at their carrying values at the stand-alone financial statements of the investee companies. The
difference in the amount recognized and the fair value of the consideration given is accounted for
as an equity transaction, i.e., as either a contribution or distribution of equity. Further, when a
subsidiary is disposed in a common control transaction without loss of control, the difference in
the amount recognized and the fair value of consideration received is also accounted for as an
equity transaction.

The Group records the difference as equity reserve and is presented as a separate component of
equity in the consolidated statement of financial position. Comparatives shall be restated to
include balances and transactions as if the entities have been acquired at the beginning of the
earliest period presented in the consolidated financial statements, regardless of the actual date of
the combination.

2.01 New and Revised PFRSs Applied with No Material Effect on the Financial Statements

The following new and revised PFRSs have been adopted in these financial statements. The
application of these new and revised PFRSs has not had any material impact on the amounts
reported for the current and prior years but may affect the accounting for future transactions or
arrangements.

Amendments to PFRS 16, COVID-19-related Rent Concessions
The following are the amendments to PFRS 16:

* provide lessees with an exemption from assessing whether a COVID-19 related rent
concession is a lease modification; 4

* require lessees that apply the exemption to account for COVID-19 related rent
concessions as if they were not lease modifications;
require lessees that apply the exemption to disclose that fact; and
require lessees to apply the exemption retrospectively in accordance with
PAS 8, but not require them to restate prior period figures.

The amendments are effective for annual reporting periods beginning on or after
June 1, 2020.

2.02 New and Revised PFRSs in Issue but Not Yet Effective
Cirtek Group will adopt the following standards and interpretations enumerated below when they

become effective. Except as otherwise indicated, Cirtek Group does not expect the adoption of
these new and amended PFRS, to have significant impact on the financial statements.

2.02.01 Standard Adopted by FRSC and Approved by the Board of Accountancy (BOA)




Amendments to PFRS 16, COVID-19-Related Rent Concessions beyond June 30, 2021
The following are the amendments to PFRS 16:

e permit a lessee to apply the practical expedient regarding COVID-19-related rent
concessions to rent concessions for which any reduction in lease payments affects only
payments originally due on or before June 30, 2022 (rather than only payments originally
due on or before June 30, 2021);

* require a lessee applying the amendment to do so for annual reporting periods beginning on
or after April 1, 2021;

* require a lessee applying the amendment to do so retrospectively, recognising the
cumulative effect of initially applying the amendment as an adjustment to the opening
balance of retained earnings (or other component of equity, as appropriate) at the beginning
of the annual reporting period in which the lessee first applies the amendment; and

e specify that, in the reporting period in which a lessee first applies the amendment, a lessee
is not required to disclose the information required by paragraph 28(f) of IAS 8.

The amendments are effective for annual reporting periods beginning on or after April 1,
2021, with earlier application permitted.

Amendments to PFRS 3, Reference to the Conceptual Framework
The following are the amendments in reference to the conceptual framework:

e update PFRS 3 so that it refers to the 2018 Conceptual Framework instead of 1989
Framework;

¢ add to PFRS 3 a requirement that, for transactions and other events within the scope of PAS
37 or IFRIC 21, an acquirer applies PAS 37 or IFRIC 21 instead of the Conceptual
Framework to identify the liabilities it has assumed in a business combination; and

e add to PFRS 3 an explicit statement that an acquirer does not recognize contingent assets
acquired in a business combination.

The amendments are effective for annual periods beginning on or after January 1, 2022,
with earlier application permitted if an entity also applies all other updated references
(published together with the updated Conceptual Framework) at the same time or earlier.

Amendments to PAS 16, Property, Plant and Equipment - Proceeds before Intended Use

The amendments prohibit a company from deducting from the cost of property, plant and equipment
amounts received from selling items produced while the company is preparing the asset for its
intended use. Instead, a company will recognize such sales proceeds and related cost in profit or loss.

The amendments are effective for annual periods beginning on or after January 1, 2022, with earlier
application permitted. An entity applies the amendments retrospectively only to items of property,
plant and equipment that are brought to the location and condition necessary for them to be capable of
operating in the manner intended by management on or after the beginning of the earliest period
presented in the financial statements in which the entity first applies the amendments.

Amendments to PAS 37, Onerous Contracts - Cost of Fulfilling a Contract
The amendments specify that the cost of fulfilling’ a contract comprises the ‘costs that relate directly

to the contract’. Costs that relate directly to a contract can either be incremental costs of fulfilling that
contract (examples would be direct labor, materials) or an allocation of other costs that relate directly
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to fulfilling contracts (an example would be the allocation of the depreciation charge for an item of
property, plant and equipment used in fulfilling the contract).

The amendments are effective for annual periods beginning on or after January 1, 2022, with earlier
application permitted. Entities apply the amendments to contracts for which the entity has not yet
fulfilled all its obligations at the beginning of the annual reporting period in which the entity first
applies the amendments. Comparatives are not restated.

Annual Improvements to PFRS Standards 2018-2020 Cycle

Amendments to PFRS 1, Subsidiary as a first-time adopter - The amendment permits a
subsidiary that applies paragraph D16(a) of PFRS 1 to measure cumulative translation
differences using the amounts reported by its parent, based on the parent’s date of transition
to PFRSs.

Amendments to PFRS 9. Fees in the ‘10 per cent’ test for derecognition of financial
liabilities - The amendment clarifies which fees an entity includes when it applies the ‘10
per cent’ test in paragraph B3.3.6 of IFRS 9 in assessing whether to derecognize a financial
liability. An entity includes only fees paid or received between the entity (the borrower) and
the lender, including fees paid or received by either the entity or the lender on the other’s
behalf.

Amendments to PFRS 16, Lease Incentives - The amendment to Illustrative Example 13
accompanying IFRS 16 removes from the example the illustration of the reimbursement of
leasehold improvements by the lessor in order to resolve any potential confusion regarding
the treatment of lease incentives that might arise because of how lease incentives are
illustrated in that example.

Amendments to PAS 41, Taxation in fair value measurements - The amendment removes
the requirement in paragraph 22 of PAS 41 for entities to exclude taxation cash flows when
measuring the fair value of a biological asset using a present value technique. This will
ensure consistency with the requirements in PFRS 13.

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

Amendments to PAS 1, Classification of Liabilities as Current or Non-current

The amendments to PAS 1 are the following:

clarify that the classification of liabilities as current or non-current should be based on
rights that are in existence at the end of the reporting period and align the wording in all
affected paragraphs to refer to the "right” to defer settlement by at least twelve months and
make explicit that only rights in place "at the end of the reporting period” should affect the
classification of a liability;

clarify that classification is unaffected by expectations about whether an entity will exercise
its right to defer settlement of a liability; and

make clear that settlement refers to the transfer to the counterparty of cash, equity
instruments, other assets or services.

The amendments defer the effective date of the January 2020 Classification of Liabilities as Current
or Non-Current (Amendments to PAS 1) to annual reporting periods beginning on or after January 1,
2023. Earlier application of the January 2020 amendments continues to be permitted.
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Amendments to PAS 8, Definition of Accounting Estimates

The definition of accounting estimates has been amended as follows: accounting estimates are
“monetary amounts in financial statements that are subject to measurement uncertainty”.

The amendment also clarifies the following:

Entities develop accounting estimates if accounting policies require items in financial
statements to be measured in a way that involves measurement uncertainty.

A change in accounting estimate that results from new information or new developments is
not the correction of an error. In addition, the effects of a change in an input or a
measurement technique used to develop an accounting estimate are changes in accounting
estimates if they do not result from the correction of prior period errors.

A change in an accounting estimate may affect only the current period’s profit or loss, or
the profit or loss of both the current period and future periods. The effect of the change
relating to the current period is recognised as income or expense in the current period. The
effect, if any, on future periods is recognised as income or expense in those future periods.

The amendments are effective for annual reporting periods beginning on or after January 1, 2023 and
changes in accounting policies and changes in accounting estimates that occur on or after the start of
that period., with earlier application permitted.

Amendments to PAS / and PFRS Practice Statement 2, Disclosure Initiative — Accounting Policies

The amendments to PAS 1 are the following:

an entity is now required to disclose its material accounting policy information instead of its
significant accounting policies;

several paragraphs are added to explain how an entity can identify material accounting
policy information and to give examples of when accounting policy information is likely to
be material;

The amendments also clarify the following:

accounting policy information may be material because of its nature, even if the related
amounts are immaterial,

accounting policy information is material if users of an entity’s financial statements would
need it to understand other material information in the financial statements; and

if an entity discloses immaterial accounting policy information, such information shall not
obscure material accounting policy information.

In addition, PFRS Practice Statement 2 has been amended by adding guidance and examples to
explain and demonstrate the application of the ‘four-step materiality process’ to accounting policy
information in order to support the amendments to PAS 1.

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

PFRS 17, Insurance Contracts

PFRS 17 sets out the requirements that an entity should apply in reporting information
about insurance contracts it issues and reinsurance contracts it holds. It requires an entity
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that issues insurance contracts to report them on the balance sheet as the total of the
fulfillment cash flows and the contractual service margin. It requires an entity to provide
information that distinguishes two ways insurers earn profits from insurance contracts: the
insurance service result and the financial result. It requires an entity to report as insurance
revenue the amount charged for insurance coverage when it is earned, rather than when the
entity receives premium. It requires that insurance revenue to exclude the deposits that
represent the investment of the policyholder, rather than an amount charged for services.
Similarly, it requires the entity to present deposit repayments as settlements of liabilities
rather than as insurance expense.

PFRS 17 is effective for annual periods beginning on or after January 1, 2025. Early
application is permitted for entities that apply PFRS 9 Financial Instruments and PFRS 15
Revenue from Contracts with Customers on or before the date of initial application of PFRS
17.

An entity shall apply PFRS 17 retrospectively unless impracticable, except that an entity is
not required to present the quantitative information required by paragraph 28(f) of PAS 8
Accounting Policies, Changes in Accounting Estimates and Errors and an entity shall not
apply the option in paragraph B115 for periods before the date of initial application of
PFRS 17. If, and only if, it is impracticable, an entity shall apply either the modified
retrospective approach or the fair value approach.

Amendments to PFRS 17, Insurance Contracts

The amendments cover the following areas:

Insurance acquisition cash flows for renewals outside the contract boundary;

Reinsurance contracts held—onerous underlying insurance contracts;

Reinsurance contracts held—underlying insurance contracts with direct participation
features; and

Recognition of the contractual service margin in profit or loss in the general model.

The amendments are affective to annual reporting periods beginning on or after January 1,
2025.

2.02.02 Deferred

Amendments to PFRS 10 and PAS 28, Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture

The amendments clarify the treatment of the sale or contribution of assets between an
investor and its associate and joint venture. This requires an investor in its financial
statements to recognize in full the gains and losses arising from the sale or contribution of
assets that constitute a business while recognize partial gains and losses if the assets do not
constitute a business (i.e. up to the extent only of unrelated investor share).

On January 13, 2016, the FRSC decided to postpone the original effective date of January
1, 2016 of the said amendments until the IASB has completed its broader review of the
research project on equity accounting that may result in the simplification of accounting for
such transactions and of other aspects of accounting for associates and joint ventures.
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4, Cash and Cash Equivalents
March 31,2021 December 31, 2020

(Reviewed) (Audited)
Cash on hand $253 $253
Cash in banks 2,308,396 31,836,937
$2,308,649 $31,837,190

Cash in banks earn interest at prevailing bank deposit rates.

Interest income earned from cash in banks amounted to $21,259 and $47,946 for the three months
ended March 31, 2021 and 2020, respectively.

5. Trade and Other Receivables - Net
March 31,2021 December 31, 2020

(Reviewed) (Audited)

Trade receivables $40,532,605 $45,638,986
Less: Allowance for expected credit losses (741,012) (741,012)
39,791,593 44,897,974

Others 10,055,820 11,756,805
$49,847,413 $56,654,779

Trade receivables are non-interest bearing and are generally on thirty (30) to one twenty (120)
days’ terms.

Others include accrued interest receivable from short-term deposits and nontrade receivable from
suppliers which are expected to be collected within one year.

6. Inventories

Details of the Group’s inventories are as follows:

March 31,2021 December 31, 2020

(Reviewed) (Audited)

At cost:
Raw materials $32,429,073 $28,184,131
Finished goods 21,210,198 19,758,706
Work in process 1,398,783 1,492,420
Spare parts and others 1,189,631 5,239,446
Supplies and others 2,483,849 2,426,334
Total inventories at lower of cost and NRV $58,711,534 $57,101,037

The cost of inventories charged to cost of sales amounted to $10,167,830 and $11,099,006, for the
three months in 2021 and 2020 respectively, as disclosed in Note 20.
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7. Other Current Assets

March 31,2021 December 31, 2020

(Reviewed) (Audited)
Prepaid expenses $110,165 $205,923
Advances to suppliers 3,945,143 2,749,566
Rental deposit — Note 17 1,838,748 1,248,654
Loans to employees 346,037 547,935
Security deposit — Note 29 180,507 180,507
Others 333,916 128,034

$6,754,516 $5,060,619

Advances to suppliers pertain mainly to down payments for production materials and services that
are still to be delivered.

Others include investment classified as financial asset at FVTPL amounting to $568 and $578 as
of March 31, 2021 and December 31, 2020, respectively.

8. Other Financial Asset at Amortized Cost:

The movement of the Group’s financial asset at amortized cost is as follows:

March 31,2021 December 31, 2020

(Reviewed) (Audited)
Beginning of year $456,055 $458,873
Amortization of premium (456,055) (2,818)
End of year $— $456,055

In compliance with the Revised Corporation Code of the Philippines, foreign corporations doing
business in the Philippines are required to deposit with the Philippine SEC securities worth at least
2,300 (P100,000) and additional securities with the market values equivalent to a certain
percentage of the amount by which CATS — Philippine Branch’s income exceeds 0.1 million
(P5.0 million).

The Philippine SEC shall also require a deposit of additional securities if the actual market values
of the securities in deposit decreases by at least 10% of their actual market values at the time they
were deposited.

The Group’s other financial asset at amortized cost pertains to government bond which was
purchased by the Philippine Branch of CATS in compliance with above regulation. The remaining
bond will mature in 2021 and bears an effective interest rate of 1.948% per annum.

Interest income in the three months ended March 31, 2021and year ended December 31 2020,
amounting to $4,985 and $9,015 respectively, are presented as finance income in the consolidated
statements of comprehensive income.
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9. Assets Held for Sale

On December 9, 2014, the Group’s BOD approved the plan to sell and dispose certain assets such as
land, building and other improvements, and building plant and machinery of CATS and RBWRP to
any interested buyers as these are excess assets from the acquisition and are no longer needed in
CATS - Philippine Branch’s operations.

An independent valuation was obtained to determine the fair values of property, plant and equipment.
Effective December 31, 2014, property, plant and equipment with carrying value of $11,408,611 was
classified as assets held for sale in the consolidated balance sheets and have since been measured at the
lower of carrying value and fair value less costs to sell.

The fair value of the assets held for sale was determined as the sum of®

1. Fair value of land computed using the Market Approach (Level 3); and
2. Fair value of building and building improvements, and machinery and equipment computed as
Replacement Cost New less estimated accrued depreciation (Level 3).

The valuations were performed by the Philippine SEC-accredited independent appraiser as of
December 31, 2017.

Market Approach is a method of comparing recent sales and sales offerings of similar properties
located in the surrounding area, adjusted for time, size, location and other relevant factors. Price per
square meter of market comparable range from $125 to $150. Significant increase (decrease) in
estimated price per square meter in isolation would result in a significantly higher (lower) fair value on
a linear basis.

Replacement Cost New is estimated as follows:

*  For building and improvements, the appraiser used the Comparative Unit Method. This method is
derived by dividing the total known cost of similar buildings or structures by the total construction
floor area of those structures, combining all the costs of a particular type and quality of structure
into one value as a cost per square meter. The resulting benchmark costs are then adjusted to
reflect the difference between the benchmark building and structures to the subject property in
term of market conditions, locations and/or physical characteristics.

Construction cost per square meter range from $308 to $411. Adjustments are then made to reflect
depreciation resulting from physical deterioration, functional and economic obsolescence.

For machinery and equipment, the appraiser considered the cost to reproduce or replace in new
condition the assets appraised in accordance with the prevailing market prices for materials,
equipment, labor, contractor’s overhead, profit and fees, and all other attendant cost associated
with its acquisition, installation and construction in place, but without provision for overtime or
bonuses for labor and premiums for materials. An allowance for accrued depreciation arising from
condition, utility, age, wear and tear, or obsolescence present (physical, functional or economic),
taking into consideration past and present maintenance policy and rebuilding history is also
considered.

Costs to sell, such as marketing expenses, brokerage fees and relevant taxes, were also estimated
to arrive the amount of fair value less costs to sell.
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As of December 31, 2017, the carrying value of assets held for sale amounting to $11,408,611
lower than fair value less costs to sell.

In 2018, land and building with a total carrying value of $8.6 million reclassified to investment
properties, as disclosed in Note 14, and building plant and machineries with a total carrying value
of $2.8 million were reclassified to property, plant and equipment. Management assessed that the
sale of these properties is no longer probable and no longer meet the classification criteria set by
PFRS 5, Non-current Assets Held for Sale and Discontinued Operations, as disclosed in Notes 13
and 14. Depreciation recognized has the properties not been reclassified as non-current asset held
for sale amounted to $0.5 million presented under “Operating expenses” in the consolidated
statements of comprehensive income.

The most recent valuation of the Company’s investment properties was performed on April 22,
2018 by Philippine SEC accredited independent appraiser. The valuation was arrived by reference
to Market Approach method which is a valuation technique that uses prices and other relevant
information generated by market transactions involving identical or comparable assets.

In 2019, Management has already located buyers who are willing to buy the assets at sales price
reasonable in relation to the fair value. It is highly probable that sale will be completed in the
subsequent year. Thus, the Group reclassified land and building with a total carrying value of
$10,605,040 presented as investment properties as assets held for sale.

In 2020, the prospective buyer did not push through with the acquisition due to the COVID-19
pandemic. However, the Group was able to find another prospective buyer and has already drafted
a memorandum of understanding. Management expects to complete the negotiation in the
following year.

As of March 31, 2021December 31, 2020, the Group’s assets held for sale amounted to
$10,605,040.

10. Property, Plant and Equipment - Net

March 31,2021 December 31, 2020

(Reviewed) (Audited)
Property, Plant and Equipment $100,330,231 $99,818,459
Less: Accumulated Depreciation (59,223,407) (57,866,618)
Property, Plant and Equipment - Net $41,106,824 $41,951,841
Movement during the period:

Balance, January 1 $41,951,841 $36,739,251
Cost:

Additions 511,772 10,442,513

Disposal - (38,325)
Accumulated Depreciation

Depreciation — Note 20, 21 (1,356,789) (5,229,922)

Disposal 38,324

$41,106,824 $41,951,841
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The Group acquired assets as of March 31, 2021 and December 31, 2020 with a cost of $511,772
and $10,442,513, respectively.

Depreciation expense amounted to $1,356,789 and $1,159,811 for the three-month period ended
March 31, 2021 and March 31, 2020, respectively.

In both 3 month and 12 month periods, the Group determined that there is no indication that
impairment occurred on its properties, plant and equipment.

11

. Intangible Assets - Net

March 31, 2021 December 31, 2020

(Reviewed) (Audited)
Goodwill $55,541,157 $55,541,157
Customer relationships 23,736,500 23,736,500
Trademark 7,472,800 7,472,800
Technology 1,566,560 1,860,290
Product development costs 5,750,288 5,461,374

$94,067,305 $94,072,121

Goodwill

The goodwill recognized for the acquisition of Quintel is still at its provisional value as of March
31, 2021 and December 31, 2020 as the Group is in the process of completing the identification of
the intangible assets arising from the acquisition and

Customer relationships

Customer relationships represent Quintel’s established relationships with two of the largest
telecom companies in the US. Such relationships are deemed valuable given the length of their
relationships (from as far back as 2008) and the difficulty in establishing connections.
Management strongly believes that the relationships with their current customers will drive
Quintel’s business in the long run.

The fair value of customer relationships is determined based on discounted excess earnings, which
is the difference between the post-tax cash flows attributable to the sales made to Quintel’s current
customers and the contributory asset charges used to generate the cash flows (i.e., multi period
excess earnings method). Customer relationships are estimated to have an indefinite useful life,
and will be subject to yearly impairment testing.

Technology

Movements of technology are as follows:
March 31, 2021 December 31, 2020

(Reviewed) (Audited)
Carrying amount
Cost $6,068,336 $6,068,336
Accumulated amortization (4,014,310) (2,839,390)

$2,054,026 $3,228,946
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Movements during the year

Balance, January 1 $1,860,290 $3,228,946
Reclassification to Product Development - (193,736)
Amortization (293,730) (1,174,920)

$1,566,560 $1,860,290

The fair values of Quintel’s technology and registered trademark were determined based on
discounted notional royalty savings after tax plus discounted tax amortization benefit resulting
from the amortization of the acquired assets (i.e., relief from royalty method). The Group
estimates that technology will have an economic life of five (5) years.

Trademark
Trademark is estimated to have an indefinite useful life.

The group has determined that there is no indication that an impairment loss has occurred on its
technology and trademark.

Product development costs

Movements of product development cost are as follows:
March 31,2021 December 31, 2020

(Reviewed) (Audited)
Carrying amount
Cost $7,197,574 $5,482,284
Addition - -
Accumulated amortization (1,929,935) (1,141,967)
$5,267,639 $4,340317
Movements during the year
Balance, January 1 $5,461,375 $4,340,317
Additions - 1,715,289
Reclassification to Product Development 558,283 193,736
Amortization (269,370) (787,968)
$5,750,288 $5,461,374

Product development cost pertains to the capitalized cost of developing certain packages or products
for the specific customers. The development costs met the requirements of PAS 38 for
capitalization,

Software

As of March 31, 2021 and December 31, 2020, CEC has software with a total cost of $39,278
which are fully amortized but are still used for in operations.
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The details of the Group’s right-of-use asset are as follows:

March 31,2021 December 31, 2020

(Reviewed) (Audited)
Balance, Jan 1, 2021 $443,009 $490,807
Depreciation (29,333) 47,798
Balance, March 31, 2021 $413,676 $443,009
Cost, Jan 1, 2021 $509,015 $509,015
Accumulated Depreciation (95,339) (66,006)
Carrying Amounts $413,676 $443,009

As of March 31, 2021 and December 31, 2020, lease liabilities related to right-of-use asset amounted to
$435,551 and $464,884, respectively as disclosed in Note 17.

13. Other Non-current Assets
March 31,2021 December 31, 2020
(Reviewed) (Audited)
Loans to employees $300,000 $300,000
Advances to suppliers 4,868,224 4,879,349
Miscellaneous deposits 44,000 177,909
Others 180,651 5,022,551
$5,392,875 $10,379,809
Advances to suppliers pertain to down payments for the acquisition of software and building
expansion.
Miscellaneous deposits pertain to refundable deposits with MERALCO for the installation of
CEC’s electrical meters and bill deposit equivalent to one month energy consumption.
14. Trade and Other Payables

March 31,2021 December 31, 2020

(Reviewed) (Audited)
Trade $10,205,035 $10,058,852
Accruals 4,645,526 1,962,157
Contract liabilities (Note 19) 2,037,185 2,001,473
Provisions - 469,297
Others 500,640 498,001

$17,388,386 $14,989,780

Trade payables are noninterest-bearing and are generally on 60-90 day’s terms.

Accruals comprise mainly of accruals for payroll, utilities, communication, security, shuttle
services and professional services. Accruals include accrual of interest amounting to $449,445
and $447,778 in 2021, 2020 respectively, as disclosed in Notes 15 and 16.
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Provisions pertain to the Group’s estimate of the cost to repair or replace defective products in
accordance with agreed specifications and potential liability for legal and other claims.
Others pertain to statutory liabilities.
Short-term Loans

The Group has the following loan facilities:

March 31,2021 December 3 1, 2020

(Reviewed) (Audited)
Rizal Commercial Banking Corporation (RCBC) $27,503,740 $28,442,435
Security Bank Corporation (SBC) 6,125,000 7,350,000
United Coconut Planters Bank (UCPB) 8,600,000 5,000,000
Shinhan Bank - 3,600,000
Commercial paper - 41,646,711

$42,228,740 $86,039,146

The Securities and Exchange Commission (the “Commission”) has approved on February 12,
2020 the Company's Amended Registration of up to Two Billion Pesos (Php2, 000,000,000) worth
of Commercial Paper (CPs), which will be listed on the Philippine Dealing and Exchange Corp. on
February 20, 2020; further, the Commission has subsequently issued a Certificate of Permit to
Offer Securities for Sale authorizing the sale and distribution of the aforesaid securities. The CPs
may be issued in lump-sum or in tranches and shall have an interest rate fixed prior to the
issuance. The succeeding tranches, if any, shall be issued within three (3) years from the date of
effectivity of the subject Amended Registration Statement.

On February 14, 2020, the Company was authorized by the Commission to issue
Php2,000,000,000 worth of commercial papers (the “CPs”). The initial issuance of Series A, B and
C will carry Discount Rates of 5.332%, 5.582%, and 5.832%, respectively, calculated on a true-
discount basis. The initial issuance will have the following tenors: 91 days, 182 days, and 364
days for Series A, B and C, respectively. Multinational Investment Bancorporation as a Sole
Arranger and Lead Underwriter.

On May 29, 2020, Listing of Reissued Cirtek Holdings Philippines Corporation Php275,000,000
Commercial Paper Maturing February 18, 2021.

On July 15, 2020, Listing of Reissued Cirtek Holdings Philippines Corporation Php 494,000,000
Commercial Paper Maturing February 18, 2021,

On September 1, 2020, Listing of Reissued Cirtek Holdings Philippines Corporation
Php545,200,000 Commercial Paper Maturing February 18, 2021.

Terms and conditions of short-term loans are as follows:

* Revolving loan facilities with RCBC have payment terms ranging from 60 days to 360 days.
The facilities charged interest of 2.25% to 5% per annum in 2021 and 2020.

* Revolving loan facilities with CBC, which have payment terms of 180 days, are unsecured
and charged interest of 5 % per annum in both years.

* Revolving loan facilities with SBC have payment terms ranging from 177 days to 180 days.
The facilities charged interest of 1.95% to 6 % per annum in 2021 and 2020.
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« Revolving loan facilities with UCPB have payment terms of 180 days. The facilities charged
interest of 4.75% and nil per annum in 2021 and 2020, respectively.

« Loan agreement with Shinhan-Manila Branch is unsecured, payable in one year and has a
fixed rate of 4.8% per annum. In 2020, the term of loan was extended until August 30, 2021 with
interest of 3.75% per annum.

In 2021 and 2020, finance costs incurred and paid on short-term loans amounted to 541,596 and
2,494,715 respectively.

The Group is in compliance with the debt covenants as of March 31, 2021 and December 31 2020.
Long-term Debt

Details of long-term debt are as follow:
March 31,2021 December 31, 2020

(Reviewed) (Audited)
Principal $58,048,700 $58,748,700
Less deferred financing costs (318,215) (318,214)
$57,730,485 $58,430,486
Current — Note 16.01, 16.02 $8,113,098 $8,113,098
Non-current — Note 16.01, 16.02 49,617,387 50,317,388
$57,730,485 $58,430,486

16.01 2016 Note Facility Agreement (NFA

On September 20, 2016, the Parent Company entered into a 30.0 million NFA with BPI (Initial
Note Holder), BPI Asset Management and Trust Group (Facility and Paying Agent) and BPI
Capital Corporation (Arranger). The NFA provided for the issuance of 5-year fixed rate corporate
note which bears interest of 40% per annum payable quarterly. The net proceeds from the issuance
of the Notes shall be used for capital expenditures, including production facilities and to refinance
existing debt obligation and for working capital requirement.

Under the NFA, the Parent Company shall pay the 30% of the loan outstanding on issue date in
twelve (12) equal consecutive quarterly installments in the amount equivalent to 2.5% of loan
outstanding on issue date commencing on the end of the 5th quarter until the end of the 16th
quarter from the issue date. The remaining 70% of the loan outstanding on se date in four (1) equal
consecutive quarterly installments in the amount equivalent to 17.5% of the loan outstanding on
issue date commencing on the 17th quarter from the w e date until the maturity date, provided that
each such date shall coincide with an interest payment date, and that the last installment shall be in
an amount sufficient fully pay the loan.

The NFA contained an embedded derivative arising from voluntary prepayment option where the
Parent Company may redeem in whole or in part, equivalent to an amount not less than 100,000,
the relevant outstanding notes on any interest payment date beginning on the third anniversary of
the issue date, by paying the amount that is equivalent to the higher of (i) 102% of the unpaid
principal amount together with any and all accrued interest up to the date of redemption at the
applicable rate, and (ii) 100% of the unpaid principal amount of the loans together with any and all
accrued interest up to date of redemption at the applicable rate and any related breakage costs (net
of any breakage gains). The Parent Company assessed that the embedded derivative in the NFA is
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closely related to the host contract, thus was not bifurcated from the host contract based on the
provisions of PFRS 9/PAS 39.

In accordance with the NFA, the following financial ratios must be maintained:

* debt to equity ratio shall not, at any time, exceed 2:1;
» debt service coverage ratio shall not as of relevant testing date, be less than 1.5; and

* current ratio shall not at any time be less than 1:1, provided however, this ratio shall not
apply after the fourth anniversary of the issue date.

Equity is defined in the agreement the aggregate of outstanding capital stock, additional paid in
capital stock, equity reserve and retained earnings at any date and as shown in the latest
consolidated balance sheet of the Parent Company. Debt, on the other hand, is defined in the
agreement as the aggregate of all obligations (whether actual or contingent) of the Parent
Company and its subsidiaries to pay or repay money.

16.02. 2018 Note Facility Agreement (NFA)

On April 12, 2018, the Parent Company entered into a 40.0 million NFA with BPI and RCBC
(each a "Noteholder" and collectively, the "Noteholders'), RCBC Trust and Investments Group
(Facility and Paying Agent) and RCBC Capital Corporation (Issue Manager). The NFA provided
for the conversion of the outstanding balance of the Parent Company's short-term bridge loan
facilities with the Noteholders amounting to 20.0 million each Noteholder into long term credit
facilities. The NFA provided for the issuance of 7-year fixed rate corporate note which bears
interest of 6.25% per annum payable quarterly. The net proceeds from the issuance of the Notes
shall be used to refinance the bridge loan facilities used to acquire the 100% ownership of Quintel.

Under the NFA, the Parent Company shall pay the 30% of the loan outstanding on issue date in
twenty-four (24) equal consecutive quarterly commencing at the end of the 1st year until the end
of the 28th quarter from the issue date. The remaining 70% of the loan outstanding on issue date
shall be paid in a single balloon payment at maturity date.

The NFA contained an embedded derivative arising from voluntary prepayment option where the
Parent Company may redeem, in whole or in part, equivalent to an amount not less than and in
multiples of 5,000,000 on any interest payment date beginning on the first anniversary of the
issue date, by paying a prepayment penalty equivalent to 2% of the principal amount of the Notes
being redeemed, together with any and all accrued interest up to the date of redemption at the
applicable rate and any related breakage costs (calculated from such non-interest payment date to
the immediately succeeding interest payment date) actually incurred by the relevant Noteholders,
if the redemption is due to: (i) interest costs or (ii) illegality. The Parent Company assessed that
the embedded derivative in the NFA is closely related to the host contract, thus was not bifurcated
from the host contract based on the provisions of PFRS 9

In accordance with the NFA, the following financial ratios must be maintained:
* debt to equity ratio shall not at any time, exceed 70.30;

* debt service coverage ratio shall not, as of relevant testing date, be less than 1.15; and
* current ratio shall not at any time, be less than 1.10.

Equity is defined in the agreement the aggregate of outstanding capital stock, additional paid in
capital stock, equity reserve and retained earnings at any date and as shown in the latest
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consolidated balance sheet of the Group Debt, on the other hand, is defined in the agreement as the
aggregate of all obligations (whether actual or contingent) of the Parent Company and its
subsidiaries to pay or repay money. Debt service ratio is defined in the agreement as the result
obtained by dividing (i) EBITDA and (ii) the amount of debt service. Debt service, on the other
hand, is defined in the agreement as the aggregate of all payments for: (a) interest and principal
payments due under the Agreement in the next twelve (12) months; (b) the principal and interest
payments due in the next twelve (12) months of all interest bearing debt with tenor of more than
twelve (12) months, and (c) netting obligations of the Issuer due in the next twelve (12) months
under permitted hedging arrangements, if applicable.

The carrying amount of the loan from the 2018 NFA amounted to 37.0 million and 38.4 million
as of March 31, 2021 and December 31, 2020, respectively.

The Parent Company is in compliance with the debt covenants as of March 31, 2021 and
December 31, 2020.

16.03 CATS

In 2012, CATS obtain a secured interest-bearing loan from a local commercial bank amounting to
13.0 million. The principal is payable in twenty-eight (28) quarterly payments of 464,286 until
2018 and bears annual interest rate of 3.0% plus three (3) month London inter-bank offer rate
(LIBOR). This bank loan was specifically borrowed to refinance the parcel of land with
improvements located along Innovation Drive, Carmelray Industrial Park 1, Brgy. Canlubang,
Calamba City, Laguna and registered in the name of RBWRP. The land and building owned by
RBWRP were used as collateral for the secured interest-bearing loan as disclosed in Note 15. The
Group assumed the loan upon acquisition of REMEC's manufacturing division in 2014,

The loan contract gives the Group an option to prepay the loan in part or in full, subject to the
Group giving the creditor at least thirty (30) days advance notice of its intention to make such
prepayment counted from the date of receipt by the creditor of such written notice.

On September 26, 2016, the Group prepaid the balance of the loan, including accrued interest, for
4.7 million.

CATS is in compliance with the debt covenants as of March 31,2021 and December 31, 2020.
Total finance costs accrued and paid for short-term loan and long-term debt recognized in the

consolidated statements of comprehensive income amounted to $585,961, $5,375,227 and
$4,907,331, in 2021, 2020 and 2019 respectively.

17. Lease Liabilities

The Group, as lessee, entered into leasing arrangements with its related parties as disclosed in Notes
18 and 22. The following are the amounts of lease liabilities:

Present Value of Minimum Lease

Minimum Lease Payments Payments
March 31,2021 Dec 31, 2020 March 31,2021 Dec 31, 2020
Reviewed Audited Reviewed Audited

Not later than one year $25,427 $25,427 $16,163 $16,163
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years 102,037 102,037 83,206 83,206
Later than five years 308,087 391,360 365,515 365,515
435,551 518,824 464,884 464,384
Discount - (53,940) - -
Present value of
minimum lease
payments 435,551 464,384 464,884 464,884
Current lease liabilities 272,568 301901 301,901 301,901
Non-current lease
liabilities $162,983 $162,983 $162,983 $162,983
Movement in the lease liabilities is as follows:
March 31,2021 Dec 31, 2020
Reviewed Audited
Balance, January 1 $464,884 $493,078
Lease payment 29,333 -
Interest Expense - 28,194
Balance, December 31 $435,551 $464,884

The Group is required to pay security deposit and advanced rental equivalent to
one (1) month rent amounting to 1,939. These shall be applied to the last one (1) month’s rent
and unpaid bills, or refunded upon termination of lease contract.

Rental deposits amounted to $1,838,748 and $1,248,654 as of March 31, 2021 and December
31, 2020, respectively, as disclosed in Note 7.

The Group used its incremental borrowing rate of 5.5% to measure the present value of its lease
liabilities since the implicit rate was not readily available.

The Group is compliant with the terms and conditions of the lease contracts.

18. Related Party Disclosures

Nature of relationship of the Parent Company and its related parties are disclosed below:

Related Party

Carmetheus Holdings, Inc.
Camerton Inc. (CI)

Cayon Holdings, Inc.

Cirtek Holdings, Inc. (CHI)
Charmview Enterprises Ltd (CEL)
Stockholders

Nature of Relationship

Ultimate Parent
Immediate Parent
Under common key management
Under common key management
Under common key management
Key Management Personnel
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The interim consolidated balance sheets and interim consolidated statements of comprehensive
income include the following significant account balances resulting from the above transactions
with related parties:

a. Due to related parties
Transactions Balances as of
Three Months Ended
March 31 March 31, December3],
(Reviewed) 2021 2020
2021 2020 (Reviewed) (Audited) Terms Conditions
Other related parties
CLC Rental ($1,752) $- $466,123 $467,875 Dueondemand;  Unsecured
noninterest-
bearing
Cayon Rental 1,646 2,641 116,724 115078 Dueondemand;,  Unsecured
noninterest-
bearing
Stockholders Payment made - - 35,928 35928 Dueondemand, Unsecured
on behalf of noninterest-
the Group bearing
(S106) $2,641 $ 618,775 $618,881
b. Due from related parties
Transactions Balances as of
Three Months Ended
March 31 March 31, December 31,
(Reviewed) 2021 2020
2021 2020  (Reviewed) (Audited) Terms Conditions
Cayon Reimbursement §2,023 S141 $191,569 $193,592 Dueondemand; Unsecured; no
of expenses non-interest impairment
bearing

The following are the nature, terms and conditions:

a) Transactions with CHI

Result of assignments and settlements in 2011 represents the advances for working capital in
the normal course of business when CEC and CEIC were then subsidiaries of CHI. For
purposes of settling outstanding balances with the Group and as part of corporate restructuring
in preparation for the planned Initial Public Offering (IPO) of the Parent Company, on March
17, 2011, CHI, CEL and the officer, with the consent of the Group, entered into assignment
agreements whereby CHI absorbed the amounts owed by CEL and by the officer as of March
17,2011 amounting to 7.7 million and 0.8 million, respectively.

The Group, with the consent of the related parties, entered into assignment agreements
Wwhereby the Parent Company absorbed the amount owed by CEIC to CHI totaling 3.6 million
representing unpaid advances of 2.3 million and dividends of 1.3 million as of March 17,
2011.

Thereafter, on March 18, 2011, the Parent Company and CHI, in view of being creditors and
debtors to each other as a result of the assignment agreements above, entered into a set-off
agreement for the value of the Group's liability aggregating 6.8 million. The amount
represents the abovementioned total liability of 3.6 million and the balance outstanding from




-27-

the Parent Company's purchase of CEC and CEIC amounting to 3.2 million, as revalued from
the effect of foreign exchange rate.

The amount owed by CHI as of March 31, 2021 and December 31, 2020 pertains to the
outstanding receivable arising from the assignments and set-off agreements. The amounts
outstanding are non-interest bearing, unsecured and will be settled in cash.

b) Transactions with Cayon

The Group also entered into an agreement with Cayon starting January 1, 2011 to ease the
land where Group's Building 2 is located. The agreement calls for an annual rental of P282,
144 for a period of 10 years and renewable thereafter by mutual agreement of the parties
subject to such new terms and conditions as they may then be mutually agreed upon. Total
rent expense charged to operations amounted to  $.002 million and 0.01 million in 2021 and
2020, respectively.

¢) Transactions with CLC

The Group had a lease agreement on the land where its manufacturing plant (Building 1) is
located with CLC for a period of 50 years starting January 1, 1999. The lease was renewable
for another twenty-five (25) years at the option of the Group. The lease agreement provided
for an annual rental of .15 Million subject to periodic adjustments upon mutual agreement of
both parties.

On January 1, 2011, the Group entered into an agreement with CLC to lease the land where
Building 1 is erected. The agreement calls for a fixed annual rate of P0.64 Million ( 0.01
Million) for a period of ten (10) years and renewable thereafter by mutual agreement of the
parties subject to such new terms and conditions as they may then be mutually agreed upon.
The total rent expense charged to operations amounted to 0.01 million in both years.

d) Transactions with Cayon

The Group entered into an agreement with Cayon starting January 1, 2011 to lease the land
where the Group’s Building 2 is located. The agreement calls for a fixed annual rate of P.58
Million or 0.01 Million for a period of ten (10) years and renewable thereafter by mutual
agreement of the parties subject to such new terms and conditions as they may then be
mutually agreed upon. Total rent expense charged to operations amounted to 0.01 Million in
both years. The amounts are unsecured, non-interest bearing and due and demandable and will
be settled in cash. No guarantees have been given.

The compensation of key management personnel of the Group are as follows:

Three Months Ended March 31

(Reviewed)
2021 2020
Salaries and wages $225,283 $407,025
Other employee benefits 23,692 19,005

$ 248,974 $426,030
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19. Revenue from Contracts with Customer

Below is the disaggregation of the Group’s revenue from contracts with customers for the three
months ended March 31, 2021 and 2020 respectively:

Three months ended March 31

2021 2020
(Reviewed) (Unaudited)
8 port antennas $4,781,522 $6,464,463
Integrated circuits 2,799,934 2,460,445
6 port antennas 2,599,529 3,699,272
Multichips 2,428,572 1,531,235
Discrete 2,232,736 1,219,621
Dual and quad flat no leads 2,034,963 991,181
New product 1,824,118 1,227,632
Remec manufacturing services 1,531,264 964,571
Hermetics 1,177,764 257,505
12 port antennas 769,609 435,318
Cougar 169,685 57,648
Brackets 125,477 159,895
Outdoor unit 38,604 38,975
10 port antennas 9,900 37,713
Indoor radio frequency 6,227 315,748
Bridgewave 4,429
Others 210,571 2,408,917
$22,744,904 $22,270,139

The Group has no contract assets as of March 31, 2021 and December 31 , 2020.

The Group's contract liabilities pertain to advance payments from customers amounting to
$2,037,185 and $2,001,473 as at March 31, 2021 and December 31, 2020, respectively, as
disclosed in Note 14. Contract liabilities as at January 1, 2018 were recognized as revenue in
2018.

20. Cost of Sales

Three Months Ended March 31
2021 (Reviewed
) 2020 (Unaudited)

Raw materials, spare parts, supplies and

other inventories used — Note 6 $10,167,830 $11,099,006
Salaries, wages and employees’ benefits — Note 24 2,681,713 2,199,770
Depreciation and amortization — Note 10, 11 1,734,357 1,537,337
Utilities 857,504 711,908

Inward freight and duties and others 583,434 268,304
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Others 84,024 150,610
$16,108,862 $15,966,935
21. Operating Expenses
Three Months Ended March 31
2021 (Reviewed) 2020 (Unaudited)
Salaries, wages and employees’ benefits — Note 24 $762,420 $1,060,755
Taxes and licenses 289,688 34,433
Utilities 242,825 200,403
Depreciation — Note 10, 11 185,532 216,306
Professional fees 167,808 120,868
Commissions 119,926 53,605
Insurance premiums 22,603 37,148
Transportation and travel 22,125 71,492
Entertainment, amusement and recreation 10,465 151,590
Office supplies 6,459 21,965
Others 243,408 373,967
$2,073,259 2,342,530
Utilities are consumptions of water, electricity and telephone service.
Taxes and licenses are business permits, registration renewals and other fees to government units.
22. Lease Agreements

The Group has leases for its land. With the exception of short-term leases and leases of low-value
underlying assets, each lease is reflected on the balance sheet as a right-of-use asset and a lease
liability. Variable lease payments which do not depend on an index or a rate (such as lease
payments based on a percentage of Group’s sales) are excluded from the initial measurement of
the lease liability and asset.

22.01 The Group as a Lessee

22.01.01 Cirtek Land Corporation

The Group entered into a lease agreement with Cirtek Land Corporation (CLC), a related party,
for piece of land located at 116 East Main Avenue, Phase V SEZ, Laguna Technopark, Binan
Laguna consisting of 6,674 square meters, more or less. On January 1, 2019, the Group entered
into an agreement with CLC to lease the land where Building 1 is erected. The agreement calls for
a fixed annual rate of 12,189 for a period of 16 years and renewable thereafter by mutual
agreement of the parties subject to such new terms and conditions as they may be mutually agreed
upon. The Group is required to pay security deposit and advanced rental equivalent to one (1)
month rent amounting to 1,016. These shall be applied to last month rent and unpaid bills, or
refunded upon termination of lease contract

22.01.02 Cayon Holdings, Inc.

The Group entered into a lease agreement with Cayon Holdings, Inc (Cayon), a related party, for
piece of land located at 116 East Main Avenue, Phase V SEZ, Laguna Technopark, Binan Laguna
consisting of 6,064 square meters, more or less. On January 1, 2019, the Group entered into an
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agreement with CHI to lease the land where Building 2 is erected. The agreement calls for a fixed
annual rate of 11,075 for a period of 5 years and renewable thereafter by mutual agreement of the
parties subject to such new terms and conditions as they may be mutually agreed upon. The Group
is required to pay security deposit and advanced rental equivalent to one (1) month’ rent
amounting to 923. These shall be applied to last one (1) month’s rent and unpaid bills, or
refunded upon termination of lease contract

Rental security deposits amounted to S1,838,748 and S1,248,654 as of March 31, 2021 and
December 31, 2020, respectively, as disclosed in Note 7.

As of March 31, 2021 and December 31, 2020 , the Group’s ROU asset amounted to 413,676 and
443,009 respectively, as disclosed in Note 12.

Lease Liabilities
Lease liabilities are presented in the consolidated statements of financial position as follows:

Three Months Ended March 31
2021 (Reviewed) 2020 (Unaudited)

Current — Note 17 $272,568 $245,903
Non-Current — Note 17 162,983 162,983
$435,551 $408,886

23. Salaries and Wages and Employees’ Benefits

Three Months Ended March 31
2021 (Reviewed) 2020 (Unaudited)
Salaries and wages $3,160,654 2,658,377
Other employees’ benefits 203,777 532,216
Retirement costs 79,701 69,933
$3,444,132 3,260,526
Other employees’ benefits consist of allowances and mandatory contributions.
24. Retirement Benefit Obligation

24.01.01Defined Benefit Plans

CEC has a funded, noncontributory defined benefit retirement plan administered by the Board of
Directors while CATS - Philippine Branch has an unfunded and non-contributory defined benefit
retirement plan, with both entities covering all regular employees. Retirement benefits costs are
determined in accordance with an actuarial study and are based on the employees’ years of service
and monthly basic salary. CEIC has not established a retirement plan while the Parent Company
and RBWRP have no employees.

Under the existing regulatory framework, R.A. No. 7641 requires a provision for retirement pay to
qualified private sector employees in the absence of any retirement plan in the entity, provided,
however, that the employee’s retirement benefits under any collective bargaining and other
agreements shall not be less than those provided under the law. The law does not require
minimum funding of the plan.
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CEC has an agreement with an insurance company to fund the retirement benefits of its
employees. CEC believes that the insurance coverage qualifies as plan assets because the
proceeds of the policy can be used only to pay or fund the retirement benefits. As of
March 31, 2021 and December 31, 2020, the asset mix is a combination of 34% long—term
investments, composed of government securities and corporate bonds, 62% investments in quoted
equity securities and 4% short-term investments, composed of short-term placements and others.

Defined Contribution Plans
Quintel USA has a retirement savings plan under Section 401(k) of the United States Internal
Revenue Code. Employees are eligible to participate in the plan after completing three months of

service. Quintel USA makes a matching contribution of 100% of each employee’s contributions
up to 4% of such employee’s compensation. .

Quintel Technology, Ltd. has a defined contribution plan covering substantially all UK employees.

24.01.02 Retirement benefit costs

Below are the summarized components of retirement benefit costs recognized in consolidated statements of
comprehensive income:

March 31, 2021
CATS -
Philippine
CEC Branch Total
Present value of defined benefit
obligation $3,270,056.46 $- $3,270,056.46
Fair value (723,454.46) (723,454.476)
$2,546,602 $- $2,546,602

December 31, 2020
CATS - Philippine

CEC Branch Total
Present value of defined benefit
obligation $3,528,100 $- $3,528,100
Fair value (780,543) (780,543)
$2,747,557 $- $2,747,557

25. Other Income (Charges)- Net
Three Months Ended March 31

(Reviewed)
2021 2020
Foreign exchange gains -net $163,903 $31,209
Sale of scrap - 18,179
Others - net 18,495 (3,252)
$182,398 $46,136

26. Income Taxes

CEC
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On March 24, 1998, the Philippine Economic Zone Authority (PEZA) approved CEC’s
registration as an ecozone export enterprise at the Laguna Technopark for the manufacture of
standard integrated circuits, discrete, hybrid and potential new packages.

Beginning October 30, 2002, the manufacture and export of integrated circuits, discrete and hybrid
transferred to PEZA from Board of Investments (where originally registered) and became subject
to the 5% gross income tax incentive, as defined under R.A. No. 7916, the law creating the PEZA.

CATS - Philippine Branch

CATS-Philippine Branch was registered with PEZA as an Ecozone Export Enterprise to engage in
the manufacture, fabrication and design of millimeter wave components and subsystems in a
special economic zone to be known as the Carmelray Industrial Park I - Special Economic Zone
(CIP 1-SEZ) and Laguna Technopark in accordance with the project study, representations,
commitments and proposals set forth in its application forming integral parts, subject to the terms
and conditions provided in its registration.

As a PEZA-registered entities, CEC and CATS - Philippine Branch are entitled to tax incentives
equivalent to 5% of the gross income earned on its registered activities after the income tax
holiday (ITH) of four years.

Three Months Ended March 31

(Reviewed)
2021 2020
Current $86,249 144,299
Deferred (55,809) (55,809)
$30,440 88,490

The provision for current income tax for the nine months ended March 31 2021 and 2020 pertains
to the special rate of 5% on taxable gross income of CEC and CATS - Philippine Branch.

Based on the National Internal Revenue Code Sec. 27, MCIT of two percent (2%) of the gross
income as of the end of taxable year is imposed on corporation beginning on the fourth taxable
year immediately following the year in which such corporation started its commercial operation
when the MCIT is greater than the regular corporate income computed for the taxable year. The
Parent Company is subject to MCIT beginning 2015.

Changes in Legislation

United States of America (U.S.)
The Group is subject to income taxes in the U.S. owing to Quintel USA.

The Tax Act was enacted on December 22, 2017 and introduces significant changes to U.S.
income tax law. Effective in 2018, the Tax Act reduces the U.S. statutory tax rate from 35% to
21% and creates new taxes on certain foreign-sourced earnings and certain related-party payments,
which are referred to as the global intangible low-taxed income tax and the base erosion tax,
respectively.

Due to the timing of the enactment and the complexity involved in applying the provisions of the
Tax Act, Quintel has made reasonable estimates of the effects and recorded provisional amounts in
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the consolidated financial statements for the year ended December 31, 2017. As Quintel collects
and prepares necessary data, and interpret any additional guidance issued by the U.S. Treasury
Department, the IRS or other standard-setting bodies, Quintel may make adjustments to the
provisional amounts. Those adjustments may materially impact the provision for income taxes and
the effective tax rate in the period in which the adjustments are made. The accounting for the tax
effects of the enactment of the Tax Act will be completed in 2018.

Philippines

Republic Act No. 10963 or the Tax Reform for Acceleration and Inclusion Act (TRAIN) was
signed into law on December 19, 2017 and took effect January 1, 2018, making the new tax law
enacted as of the reporting date. Although the TRAIN changes existing tax laws and includes
several provisions that will generally affect businesses on a prospective basis, management
assessed that the same will not have any significant impact on the consolidated financial statement
balances as of balance sheet date.

27.

Earnings Per Share (EPS)

The following table presents information necessary to calculate EPS on net income.

Three Months Ended March 31

(Reviewed)
2021 2020
Net income attributable to common
shareholders of Parent Company* $3,613,428 $2,406,875
Weighted average number of common
shares outstanding 419,063,353 419,063,353
Basic and diluted EPS $0.0086 $0.0057

*Net of dividends declared on preferred A, preferred B-1, preferred B-2 shares Jor the months ended
March 31, 2021 totaling to 81,299,995 and on preferred A, preferred B-1 and preferred B-2 Jor the months ended
March 31, 2020 totaling to $1,025,971.

As of March 31, 2021 and December 31, 2020, the Parent Company has no potential dilutive
common shares.

The weighted average number of common shares outstanding used in the calculation of EPS is
based on the outstanding shares of the Parent Company. The additional shares from stock
dividends during the period, including the unissued stock dividends and stock dividends declared
after the reporting period but before the approval of the financial statements, were reflected in the
calculation of the EPS as if these shares have been issued in all earlier periods presented.
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28. Fair Value

As of March 31, 2021 and December 31, 2020, the carrying values of the Group’s financial assets
and liabilities, excluding AFS financial asset carried at cost because its fair value cannot be
reliably measured, are equal to or approximate their respective fair value.

Cash and cash equivalents, trade and other receivables, loans to employees, trade and other
payables, short-term loans, dividend payable, amounts owed by and owed to related parties and
deposits

The carrying amounts approximate fair value since these are mostly short-term in nature or due
and demandable.

Financial assets at FVTPL-UITF
The investments in Unit Investment Trust Fund classified as financial asset at FVTPL are stated at
their fair value based on lowest level input (Level 2).

Investment properties

The fair value of the investment properties are determined by a Philippine SEC-accredited
independent appraiser using the market data approach, a method of comparing recent sales and
sales offerings of similar properties located in the surrounding area, adjusted for time, size,
location and other relevant factors.

HTM investments/Other financial statements at amortized cost

The fair value of HTM investments that are actively traded in organized financial markets is
determined by reference to quoted market bid prices, at the close of business on the reporting date
or last trading day as applicable (Level 1).

Miscellaneous deposits and loans to employees

The miscellaneous deposits are carried at cost since the timing and related amounts of future cash
flows cannot be reasonably and reliably estimated for purposes of establishing its fair value using
an alternative valuation technique.

Long-term debt

The fair value of long-term debt is based on the discounted value of future cash flows using the
applicable rates for similar types of loans. Discounts rates used range from 4.19% to 6.37% and
4.19% to0 4.29% in 2018 and 2017, respectively (Level 3).

Fair Value Hierarchy
March 31, 2021 (Reviewed)
Total Level 1 Level 2 Level 3
Financial assets measured at
Sair value
Financial assets at FVPL $568 - $ 568 -

Financial assets and liabilities

measured at amortized cost but for

which fair values are disclosed
HTM investments - -
Long-term debt $49,617,387 - - $49,617,387
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December 31, 2020 (Audited)
Total Level 1 Level 2 Level 3

Financial asset measured at
Jair value
Financial asset at FVPL $574 - 574 -
Investment properties - -
Financial asset and liability
measured at amortized cost but
Jor which fair values are
disclosed
HTM investments 456,055 456,055 - -
Long-term debt $58,430,485 - - $58,430,485

As at March 31, 2021 and December 31, 2020, there were no transfers between Level 1 and 2 fair
value measurements.

29.

Financial Risk Management Objectives and Policies

The Group’s principal financial instruments comprise of cash and cash equivalents, short term
loans and long-term debt. The main purpose of these financial instruments is to support the
Group’s operations. The Group has various other financial instruments such as trade and other
receivables, amounts owed by related parties, rental and security deposits and loans to employees
(presented as part of other current assets), HTM investments, miscellaneous deposits (presented
under other noncurrent assets), trade and other payables, and amounts owed to related parties,
which generally arise directly from its operations, as well as financial assets at FVPL and AFS
financial assets.

Risk Management Structure

The BOD is mainly responsible for the overall risk management approach and for the approval of
risk strategies and principles of the Group.

The main risks arising from the financial instruments of the Group are credit risk, liquidity risk
and foreign currency risk. The Group’s management reviews and approves policies for managing
each of these risks and they are summarized below.

Credit risk
Credit risk is the risk that the Group will incur a loss because its customers or counterparties failed
to discharge their contractual obligations.

The Group trades only with recognized, creditworthy third parties. It is the Group’s policy that all
customers who wish to trade on credit terms are subject to credit verification procedures. In
addition, receivable balances are monitored on an ongoing basis with the result that the Group’s
exposure to bad debts is not significant.

For cash in bank and cash equivalents, other receivables, amounts owed by related parties, rental
deposits, and loans to employees and miscellaneous deposits, the Group applies the low credit risk
simplification where the Group measures the ECLs on a 12-month basis based on the probability
of default and loss given default which are publicly available. The Group also evaluates the credit
rating of the bank and other counterparties to determine whether the debt instrument has
significantly increased in credit risk and to estimate ECLs.
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High grade - These are receivables which have a high probability of collection (the counterparty
has the apparent ability to satisfy its obligation and the security on the receivables are readily
enforceable).

Medium grade - These are receivables where collections are probable due to the reputation and the
financial ability of the counterparty to pay and that have history of sliding beyond the credit terms
but pay within 60 days.

Low grade - These are receivables where the counterparty’s capability of honoring its financial
obligation is doubtful.

Liquidity risk

Liquidity risk is the risk that the Group may encounter difficulties in raising funds to meet
commitments from financial instruments. Liquidity risk may result from a counterparty’s failure
on repayment of a contractual obligation or inability to generate cash inflows as anticipated.

The Group maintains sufficient cash to finance its operations and major capital expenditures and
satisfy its maturing obligations. It may also from time to time seek other sources of funding,
which may include debt or equity financings, including dollar and peso-denominated loans from
Philippine banks, depending on its financing needs and market conditions.

The tables below summarize the maturity analysis of the Group’s financial assets used for
liquidity management and financial liabilities based on contractual undiscounted payments:

March 31, 2021
(Reviewed)
Less than
On demand 1 year Total
Financial Assets
Cash and cash equivalent $2,308,649 - $2,308,649
Trade and other receivables 10,693,286 39,242,014 49,935,300
Amounts owed by related
_parties 191,569 191,569
13,193,504 39,242,014 52,435,518
Financial Liabilities
Trade payables 11,727,301 - 11,727,301
Accrued expenses* - 4,645,526 4,645,526
Short-term loans -
Amounts owed to related -
parties 618,775 618,775
Dividend payable 126,955 126,955
Long-term debts** 8,113,098 8,113,098
$12,473,031 $12,758,624 $ 25,231,656

*Excluding statutory liabilities
**includes future interest payments
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December 31, 2020
(Audited)
Less than
On demand 1 year Total
Financial Assets
Cash and cash equivalents $31,837,190 $ 31,837,190
Trade and other receivables 12,132,214 44,522,565 56,654,779
Amounts owed by related
parties 193,592 - 193,592
44,162,996 44,522,565 88,685,561
Financial Liabilities
Trade and other payables
Trade payables 10,058,852 10,058,852
Accrued expenses - 1,962,157 1,962,157
Short-term loans* - 86,039,146 86,039,146
Amounts owed to related
parties 618,381 - 618,881
Dividend payable 126,955 126,955
Long-term debts* — 15,132,560 58,430,485
$10,804,688 $ 96,114,401 $ 157,236,476

*Includes future interest payments

Foreign currency risk

The Group uses the US dollar as its functional currency and is therefore exposed to foreign
exchange movements, primarily in Philippine Peso currency. The Group follows a policy to
manage its currency risk by closely monitoring its cash flow position and by providing forecast on
all other exposures in non-US dollar currencies.

Capita] Management
The primary objective of the Group’s capital management is to ensure that it maintains a strong

credit rating and healthy capital ratios in order to support its business and maximize shareholder
value.

The Group manages its capital structure, which pertains to its equity as shown in the balance sheet,
and makes adjustments to it in light of changes in economic conditions. To maintain or adjust the
capital structure, the Group may adjust the dividend payment to shareholders, return capital to

shareholders or issue new shares. No changes were made to the objectives, policies or processes in
2021 and 2020.

The Company considers the following as capital:

March 31, 2021 December 31, 2020

(Reviewed) (Audited)
Common stock $9,594,321 $9,594,321
Preferred stock 3,032,140 3,032,140
Additional paid-in capital 120,053,514 120,053,514
Equity reserve 4,030,214 4,030,214
Other comprehensive income 1,464,858 1,365,298
Retained earnings 30,457,904 28,144,471
Parent company shares held by a subsidiary (24,777,433) (24,786,492)
$ 143,855,518 $141,433,466
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As of March 31, 2021 and December 31, 2020, the Group is subject to quantitative loan
covenants and financial ratios on its long-term debts.

As of March 31, 2021 and December 31, 2020, the Group was able to meet its capital
requirements and management objectives.

30. Equity
a. Common Shares
March 31, 2021 December 31,2020
(Reviewed) (Audited)
Number of shares
Authorized - common shares (R1.00 par value) 520,000,000 520,000,000
Issued
Beginning and end of year 419,063,353 419,063,353
Amount
Issued - 419,063,353 shares $ 9,594,321 $ 9,594,321

On November 18, 2011, the Parent Company listed with the PSE its common stock, wherein it
offered 42,163,000 shares to the public at issue price of 27 per share. The total proceeds with
issuance of new shares amounted to 2295.1 million ( 6.8 million). The Parent Company
incurred transaction costs incidental to the IPO amounting to £47.3 million ( 1.1 million),
which was charged against “Additional paid-in capital” in the 2011 consolidated balance
sheets. As of December 31, 2011, the Parent Company’s has 162,163,000 issued common
shares.

On May 25, 2012, the BOD declared a twenty percent (20%) stock dividend to stockholders.
On the same date, the stockholders approved and ratified the stock dividend payable to
stockholders as of record as of June 8, 2012, to be distributed on June 29, 2012.

On September 14, 2012, the BOD declared a twenty percent (20%) stock dividend to
stockholders of record as of December 21, 2012, to be distributed on January 10, 2013. On
December 7, 2012, the stockholders approved the twenty percent (20%) stock dividend.

On January 16, 2013, the BOD declared a twenty percent (20%) stock dividend to
stockholders. On the same date, the stockholders approved the stock dividend payable to
stockholders of record as of March 15, 2013, to be distributed on April 5, 2013.

On January 29, 2014, the BOD also declared a ten (10%) stock dividend. During the special
stockholders meeting on July 11, 2014, the shareholders approved and ratified the declaration
of 10% stock dividend payable to stockholders of record as of July 25, 2014,to be distributed
on August 20, 2014,

On March 24, 2015, the BOD also declared a ten (10%) stock dividend. On May 12, 2015,
the shareholders approved and ratified the declaration of 10% stock dividend payable to
stockholders of record as of May 26, 2015, to be distributed on June 18, 2015.

On March 24, 2015, the Parent Company’s BOD, by majority vote, and shareholders
representing two-thirds of the outstanding capital stock thereof approved the amendment of
the articles of incorporation to increase the Parent Company’s authorized capital stock by
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£160,000,000 or from £400,000,000 divided into 400,000,000 common shares with a par
value of £1.00 per share, to 560,000,000 divided into 520,000,000 common shares with a par
value of £1.00 per share and 400,000,000 preferred shares with a par value of 20.10 per share.

The BOD also authorized the Parent Company to offer 120,000,000 shares for sale or
subscription through a follow-on offering (FOO).

On July 22, 2015, the Philippine SEC approved the Company’s application to increase its
authorized capital stock.

On November 4, 2015, the Parent Company’s FOO was completed. The Parent Company
issued 80,000,000 new shares at issue price of P20 per share for a total amount of 34.2 million.
The Parent Company incurred transactions costs incidental to FOO amounting to 1.2 million
which was charged against “Additional paid-in capital” in the 2015 consolidated balance
sheet.

On October 24, 2016, the Parent Company’s BOD approved by majority vote the amendment
of the articles of incorporation to increase the Parent Company’s authorized capital stock by
£1,440,000,000 or from £560,000,000 divided into 520,000,000 common shares with a par
value of 21.00 per share and 400,000,000 preferred shares with a par value of £0.10 per share
(“Preferred A” shares), to 860,000,000 divided into 520,000,000 common shares with a par
value of £1.00 per share and 700,000,000 preferred shares classified into “Preferred A shares”
with a par value of R0.10 per share, and £270,000,000 worth of new preferred shares
classified into “Preferred B shares” with par value R1.00 per share, with preferences,
convertibility voting rights and other features of which shall be determined by the Parent
Company’s BOD. On the same date, the Parent Company’s BOD, by majority vote, approved
the declaration of ten percent (10%) stock dividend for each of the 419,063,353 issued and
fully paid common shares, and 400,000,000 issued and fully paid preferred shares of the
Corporation. To date the shareholders have not approved and ratified the said declaration.

On May 26, 2017, the Parent Company’s shareholders representing at least two-thirds of the
outstanding capital stock thereof approved the amendment of the articles of incorporation to
increase the Parent Company’s authorized capital stock as endorsed by the BOD. The
shareholders also approved a resolution to delegate to the BOD the power and authority to:
(i) determine the manner (either in one or more tranches) by which the proposed increase in
the authorized capital stock of the Parent Company will be implemented; and (ii) the manner
by which the increase in the authorized capital stock will be subscribed and paid for, such as,
but not limited to, a private placement transaction or public offering. The BOD was also
granted authority to issue in one or more series the new preferred shares and to determine the
preferences, convertibility, voting rights, features and other terms and conditions for each such
series of the new preferred shares.

The Parent Company’s application to increase its authorized capital stock, which was
approved by Philippine SEC on September 29, 2017, did not include increase on authorized
capital stock on common shares.

On July 18, 2018, the Parent Company’s BOD approved by majority vote the amendment of
the articles of incorporation to increase the Parent Company’s authorized capital stock by
£160,000,000 by increasing the authorized: (i) common stock by £120,000,000; and (ii)
preferred A stock by £40,000,000. Furthermore, the par value of the common shares was
reduced from £1.00 to £0.50 per share.
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On September 7, 2018, the Parent Company’s shareholders representing at least two-thirds of
the outstanding capital stock thereof approved the amendment of the articles of incorporation
to increase the Parent Company’s authorized capital stock as endorsed by the BOD.

As of December 31, 2018, the Parent Company’s BOD is in the process of filing applications
and documents as may be necessary to amend the articles of incorporation and to implement
and give effect to the foregoing resolution.

As of March 31, 2021 and December 31, 2020, the Parent Company has a total number of 26
and 25 stockholders, respectively.

Parent Company Shares Held by a Subsidiary

On December 23, 2016, CEC acquired a total of 102,018,659 common shares of the Parent
Company for £2.3 billion ( 49.7 million). The shares purchased were recorded at cost and
deducted from equity in the consolidated balance sheet.

In 2017, CEC sold 85,099,869 common shares for $42.4 million. The difference between the
proceeds from the sale of shares held by CEC and the cost of these shares amounting to
0.1 million was offset against “Equity reserve” account.

The 2017 consolidated financial statements of the Group were restated t correct the transaction
related to the disposals of Group shares held by a subsidiary, which were recognized under
“due from related parties account. Management inadvertently included the disposals of shares
held by Camerton, its immediate Group, amounting to $4.5 million (equivalent to 11,872,668
shares)

Preferred Shares
March 31,2021 December 31, 2020

(Reviewed) (Audited)
Number of shares
Authorized
Preferred shares A (R0.10 par value) 700,000,000 700,000,000
Preferred shares B-1 (R1.00 par value) 70,000,000 70,000,000
Preferred shares B-2 (B1.00 par value) 200,000,00 200,000,000
Issued and Subscribed
Preferred A shares 700,000,000 700,000,000
Preferred B-1 shares 70,000,000 70,000,000
Preferred B-2 shares 67,000,000 67,000,000
Preferred B-2B shares 20,000,000 20,000,000
Amount
Preferred A shares - (net of subscriptions
receivable amounting to 525,062 as of
March 31, 2018 and December 31, 201 8) $ 946,863 $ 946,863
Preferred B-1 shares - (net of subscriptions
March 31, 2018) $342,399 $342,399
Preferred B-2shares $1,326,733 $1,326,733

Preferred B-2Bshares

$416,145

$416,145
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In 2015, the 400,000,000 preferred shares at par value of £0.10 were subscribed by Camerton,
a principal shareholder of the Parent Company.

On September 8, 2017, the Parent Company’s BOD, by majority vote, approved the
amendment in the Company’s articles of incorporation to increase the Company’s authorized
capital stock by £300,000,000, or:

a) from £560,000,000, consisting of:

i. $520,000,000 worth of common shares divided into 520,000,000 common shares with
par value of 21.00 per share; and
ii. $40,000,000 worth of preferred shares divided into 40,000,000 Preferred A shares

with par value of £0.10 per share,
b) to £860,000,000, consisting of:

i. $520,000,000 worth of common shares divided in to 520,000,000 common shares

with par value of #1.00 per share;

ii. R70,000,000worth of preferred A shares divided into 700,000,000 preferred A shares
with par value of R0.10 per share; and

iii. £270,000,000 worth of preferred B shares with par value of £1.00 per share. The
preferred B shares are further classified into the following series: (a) £70,000,000
worth of preferred B-1 shares, and (b) £200,000,000 worth of preferred B-2 shares,
both having a par value of 1.00 per share.

On the same date, the additional 300,000,000 preferred A shares and 70,000,000 preferred B-1
shares shall be issued to and subscribed by Camerton at their par value of 0.10 per share and
P1.00 per share, respectively. The Parent Company recognized preferred stock and additional
paid-in capital amounting to 0.1 million and 0.3 million, respectively, net of subscriptions
receivable. Preferred B-1 shares are not listed in the PSE.

On September 29, 2017, the Philippine SEC approved the Company’s application for the
increase in authorized capital stock.

The features of the preferred A shares are (i) full voting rights, one vote for each share;
(ii) preferred non-cumulative cash dividends at the rate of 1% of their par value per year, with
no participation in further cash dividends which may be declared and paid to the common
shares or any other class or series of shares; and (iii) the same stock dividends which may be
declared and paid to the common shares or any other class or series of shares.

On September 15, 2017 and November 9, 2017, the Parent Company BOD approved the
following features, rights and privileges of preferred B-2 shares:

a. Non-voting;

b. Preferred, cumulative cash dividends of up to 6.125% of the issue price per year, at the
discretion of the Parent Company’s BOD, with no participation in further cash dividends
which may be declared and paid to the common shares, provided that, other than the basis
being their respective issue prices, the cash dividend rate for preferred B-1 shares and
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preferred B-2 shares shall be paid before any cash dividends are paid to holders of
common shares and preferred A shares;

The same stock dividends which may be declared and paid to the common shares;

As and if approved by the Parent Company BOD, redeemable in whole and not in part, at

the sole option of the Parent Company at a price and at such time that the Parent Company
BOD shall determine;

In the event of liquidation, dissolution, bankruptcy, or winding up of the affairs of the
Parent Company, the holders of preferred B-1 shares and preferred B-2 shares that are
outstanding at that time shall enjoy preference in the payment in full or, if the remaining
assets of the Parent Company are insufficient, on a pro-rata basis as among all holders of
outstanding preferred B-1 shares and preferred B-2 shares, of the issue price of their
shares plus any previously declared and unpaid dividends before any asset of the Parent
Company is paid or distributed to the holders of other classes of shares.

On October 23, 2017 and November 9, 2017, the Parent Company BOD approved the
following features, rights and privileges of preferred B-1 shares:

a.
b.
c.

Non-voting;

Preferred, cumulative, non-participating, non-convertible;

Entitled to cash dividends of up to 6.125% of the issue price per year, with no
participation in further cash dividends which may be declared and paid to the common
shares, and with no entitlement to any stock or property dividends;

As and if approved by the Parent Company BOD, redeemable in whole and not in part, at
the sole option of the Parent Company at a price and at such time that the Parent Company
BOD shall determine; provided that management may grant up to 3% step-up rate on the
cash dividends if the Parent Company is unable to redeem the preferred B-1 shares on the
5th anniversary of their issuance;

In the event of change in control event where any person or persons acting in concert or
any third person or persons acting on behalf of such person(s) at any time acquire(s)
directly or indirectly a controlling participation in the Parent Company pursuant to the
Philippine Laws, the dividend rate shall be increased by 4% commencing and including
the day falling 180 days after the day on which a change in control event has occurred;

In the event of liquidation, dissolution, bankruptcy, or winding up of the affairs of the
Parent Company, the holders of preferred B-1 shares that are outstanding at that time shall
enjoy preference in the payment in full or, if the remaining assets of the Parent Company
are insufficient, on a pro-rata basis as among all holders of outstanding preferred B-1
shares and preferred B-2 shares, of the issue price of their shares plus any previously
declared and unpaid dividends before any asset of the Parent Company is paid or
distributed to the holders of other classes of shares; and

Holders of preferred B-1 shares shall have no pre-emptive rights to subscribe to any class
of shares (including, without limitation, treasury shares) that will be issued or sold by the
issuer.

On November 8, 2017, the PSE BOD approved the public offering of up to 200,000,000
preferred B-2 shares. A total of 140,000,000 preferred B-2 shares were offered to the public
during the offer period.

On November 29, 2017, the Parent Company’s public offering was completed. The Parent
Company issued 67,000,000 preferred B-2shares with par value of £1.00 at issue price of
1.00 per share for a total amount of 67.0 million. The Parent Company recognized preferred
stock and additional paid-in capital stock amounting to 1.3 million and 65.7 million,
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respectively. The Parent Company incurred transaction costs incidental to FOO amounting to
1.1 million which was charged against “Additional paid-in capital” in 2017 consolidated
balance sheet. As of December 31, 2017, unpaid stock issue costs amounted to
324,866recorded under “Accrued expenses and other payables” account.

On December 8, 2017, the Parent Company listed with the PSE its 67,000,000 preferred B-2
shares.

On July 18, 2018, the Parent Company’s BOD approved by majority vote the amendment of
the articles of incorporation to increase the Parent Company’s authorized capital stock by
£160,000,000 by increasing the authorized: (i) common stock by £120,000,000; and (ii)
preferred A stock by £40,000,000. The Parent Company authorized the subscription by
Camerton, Inc. to 40,000,000 of preferred A shares. Furthermore, the par value of the
preferred A shares was reduced from £0.10 toR0.05 per share. On the same date, the Parent
Company’s BOD approved by majority vote the reclassification of 2100,000,000 preferred B-
2 shares with a par value of R1.00 per share into 100,000,000 of a new class of shares
denominated as preferred C shares, divided into 100,000,000 of R1.00 per share.

On September 7, 2018, the Parent Company’s shareholders representing at least two-thirds of
the outstanding capital stock thereof approved the amendment of the articles of incorporation
to increase the Parent Company’s authorized capital stock as endorsed by the BOD. The
shareholders also approved a resolution to delegate to the BOD the power and authority to
determine and fix the terms and conditions of preferred C shares.

On December 13, 2018, Camerton, Inc. paid 25% of the total additional subscription to
preferred A shares amounting to £10,000,000. This amount was recorded as deposit for future
stock subscription as of December 31, 2018.

As of December 31, 2018, the Parent Company’s BOD is in the process of filing applications
and documents as may be necessary to amend the articles of incorporation and to implement
and give effect to the foregoing resolution.

As of March 31, 2019 and December 31, 2018, the Parent Company has unrecognized
dividends on cumulative preferred B-1 and B-2 shares totaling to 0.1 million and 0.3 million,
respectively.

Retained Earnings

On January 28, 2016, the Parent Company’s BOD approved the declaration of cash dividends
of 0.0050 per share for each of 419,063,353 fully paid and issued common shares and
0.000021 per share for each of the 400,000,000 outstanding preferred shares, amounting to an
aggregate sum of 2,100,000, for payment and distribution on February 29, 2016 to
shareholders of record of February 12, 2016. The cash dividend shall be paid in Philippine
Peso at the BSP exchange rate one day prior to payment date.

On June 9, 2016, the Parent Company’s BOD approved the declaration of cash dividends of
0.00362 per share for each of 419,063,353 fully paid and issued common shares and
0.000001 per share for each of the 400,000,000 outstanding preferred shares, amounting to an
aggregate sum of 1,520,000, for payment and distribution on July 7, 2016 to shareholders of
record of June 23, 2016. The cash dividend shall be paid in Philippine Peso at the BSP
exchange rate one day prior to payment date.
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On January 23, 2017 the Parent Company’s BOD approved the declaration of cash dividends
of 0.00432 per share for each of 419,063,353 fully paid and issued common shares and
0.000021 per share for each of the 400,000,000 outstanding preferred shares, amounting to an
aggregate sum of 1,820,000, for payment and distribution on February 22, 2017 to
shareholders of record of February 6, 2017. The cash dividend shall be paid in Philippine Peso
at the BSP exchange rate one day prior to payment date.

On September 15, 2017 the Parent Company’s BOD approved the declaration of cash
dividends of 0.004629 per share for each of 419,063,353 fully paid and issued common
shares amounting to an aggregate sum of 1,940,000, for payment and distribution on October
6, 2017 to shareholders of record of September 29, 2017. The cash dividend shall be paid in
Philippine Peso at the BSP exchange rate one day prior to payment date.

Accumulated earnings of the subsidiaries are not yet available for dividend distribution to the
Parent Company’s stockholders, unless received as cash dividends from the subsidiaries.

On February 2, 2018, the Parent Company’s BOD approved the declaration of cash dividends
of 0.004609 per share for each of 419,063,353 fully paid and issued common shares and
0.000012 per share for each of the 700,000,000 outstanding preferred A shares, amounting to
an aggregate sum of 1,940,000, for payment and distribution on February 21, 2018 to
shareholders of record of February 19, 2018. The cash dividend shall be paid in Philippine
Peso at the BSP exchange rate one day prior to payment date.

On February 27, 2018, the Parent Company’s BOD approved the declaration of cash dividend
of £0.015313 per share for each of the outstanding and issued preferred B-1 shares amounting
to an aggregate sum of 1,071,875 ( 20,601), for payment and distribution on March 8, 2018
to shareholders of record as of March 6, 2018. This amount remained unpaid as of
December 31, 2018.

On the same date, the Parent Company’s BOD approved the declaration of cash dividend of
0.015313 per share for each of the 67,000,000 outstanding and issued preferred B-2 shares
amounting to an aggregate sum of 1,025,938, for payment and distribution on March 8, 2018
to shareholders of record as of March 6, 2018.

On June 4, 2018, the Parent Company’s BOD approved the declaration of cash dividend of
0.015313 per share for each of the 67,000,000 outstanding and issued preferred B-2 shares
amounting to an aggregate sum of 1,025,938, for payment and distribution on the following
dates:

(i) June 8, 2018 to shareholders of record as of June 6, 2018
(ii) September 10, 2018 to shareholders of record as of September 6, 2018
(iii)  December 10, 2018 to shareholders of record as of December 6, 2018

The cash dividend shall be paid in Philippine Peso at the BSP exchange rate one day prior to
payment date.

On September 3, 2018, the Parent Company’s BOD approved the declaration of cash
dividends of 0.0048 per share for each of 419,063,353 fully paid and issued common shares
amounting to an aggregate sum of 2,000,000, for payment and distribution on September 24,
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2018 to shareholders of record of September 18, 2018. The cash dividend shall be paid in
Philippine Peso at the BSP exchange rate one day prior to payment date.

Retained earnings include undistributed earnings amounting to 21.5 million, 24.3 million and
24.4 million as of December 31, 2018, 2017 and 2016, respectively, representing accumulated
earnings of subsidiaries, which are not available for dividend declaration until received in the
form of dividends from the combining entities. Retained earnings available for dividend
declaration as at December 31, 2018 amounted to $3.6 million.

Retained earnings are further restricted for the payment of dividends to the extent of the cost
of the parent company shares held by a subsidiary, unrealized foreign exchange gains except
those attributable to cash and cash equivalents, net fair value gain on investment properties,
deferred income tax assets recognized that reduced the income tax expense and increased net
income and retained earnings, and other unrealized gains or adjustments as of March 31, 2021
and December 31, 2020.

On January 30, 2019, the Group's BOD approved the declaration of cash dividend to its equity
holders for payment and distribution on the following dates:

Payment Dividend Shares

Date of Declaration Record Date Date Per share  Outstanding Total Dividends

January 30,2019

Preferred B-2 Mar 6,2019  Mar6, 2019 0.015313 67,000,000 $1,025,937.50
Preferred B-2 June 6,2019  June 6,2019 0.015313 67,000,000 1,025,937.50
Preferred B-2 Sept5,2019  Sept S, 2019 0.015313 67,000,000 1,025,937.50
Preferred B-2 Dec §, 2019 Dec 5, 2019 0.015313 67,000,000 1,025,937.50

$4,103,750.00

On May 24, 2019 the Group's BOD approved the declaration of cash dividends to its equity
holders, for payment and distribution on the following dates:

Payment Dividend  Shares Total
Date of Declaration Record Date Date Per share  Outstanding Dividends
May 24,2019
Common June 11,2019 June 28,2019  0.002366 419,063,353 $991,462.99
Common Nov 11,2019 Nov29,2019 0.002386 419,063,353 1,000,000.00
Preferred A June 10,2019 June 28,2019  0.000012 700,000,000 8,537.01

$ 1,000,000.00

The cash dividend shall be paid in Philippine Peso at the BSP exchange rate one day prior to
payment date.
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In 2020, the Group’s BOD approved the declaration of cash dividends to its equity holders:

Dividend Shares
Date of Declaration Date of Record Per share Outstanding Total Dividends
2020
February 17, 2020
Preferred B-2 March 9, 2020 0.015313 67,000,000 $ 1,025,937.50
Preferred B-2 June 8, 2020 0.015313 67,000,000 1,025,937.50
Preferred B-2 September 8, 2020 0.015313 67,000,000 1,025,937.50
Preferred B-2 December 9, 2020 0.015313 67,000,000 1,025,937.50
$4,103,750.00
March 06, 2020
Preferred B-1 March 9, 2020 0.06125 70,000,000 $8,537
March 06, 2020
Preferred - A March 8, 2020 Php 0.000012196 700,000,000 Php 4,287,500
(or 89,280)
July 17,2020
Common August 11,2020 0.001199 419,063,353 $ 500,000

The Board of Directors of TECH, in its regular meeting held on 05 February 2021, approved
the following:

Declaration of cash dividends on the following shares:
a. Preferred B-2 Subseries A Shares (“Preferred B-2A Shares”):

Declaration of Cash dividend of US Dollars 0.015313 (US 0.015313) per share for each of the
Sixty Seven Million (67,000,000) outstanding and issued Preferred B-2A shares amounting to
an aggregate sum of US Dollars One Million Twenty Five Thousand Nine Hundred Thirty
Seven and Fifty Cents (US 1,025937.50), for each Dividend Period.
The schedule of the payment and distribution of the cash dividends of Preferred B-2A shares
shall be made to the entitled shareholders on the following dates:

(i) 8 March 2021 to shareholders of record as of 1 March 2021;

(ii) 8 June 2021 to shareholders of record as of 1 June 2021;

(iii) 8 September 2021 to shareholders of record as of 1 September 2021; and
(iv) 9 December 2021 to shareholders of record as of 1 December 2021.

b. Preferred B-2 Subseries B Shares (“Preferred B-2B Shares”):

Declaration of cash dividend of US Dollars 0.015 (US 0.015) per share for each of the Twenty
Million (20,000,000) outstanding shares and issued Preferred B-2B Shares amounting to an
aggregate sum of US Dollars Three Hundred Thousand (US 300,000.00), for each Dividend
Period.
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The schedule of the payment and distribution of the cash dividends of Preferred B-2B shares
shall be made to the entitled shareholders on the following dates:

(i) 18 March 2021 to shareholders of record as of 5 March 2021;

(ii) 18 June 2021 to shareholders of record as of 4 June 2021;

(iii) 20 September 2021 to shareholders of record as of 6 September 2021; and
(iv) 20 December 2021 to shareholders of record as of 6 December 2021.”

c. Preferred A Shares

Declaration of cash dividend of Php0.007 per share for each of the Seven Hundred Million
(700,000,000) issued and outstanding Preferred A shares amounting to an aggregate sum of
Seven Hundred Thousand Pesos (Php700,000.00), for payment and distribution on 8§ March
2021 to shareholders of record as of 1 March 2021.

d. Preferred B-1 Shares

Declaration of cash dividend of Php0.06125 per share for each of the Seventy Million
(70,000,000) issued and outstanding Preferred B-1 Shares amounting to an aggregate sum of
Four Million Two Hundred Eight Seven Thousand Five Hundred Pesos (Php4,287,500.00) for
payment and distribution on 8 March 2021 to shareholders of record as of 1 March 2021.

31. Discontinued Operations

In 2019, Cirtek Group decided to discontinue Quintel Technology, Ltd. (Quintel UK) in line
with the Group’s strategy to focus all its operations in the US market and bring down its
operating costs. Consequently, Quintel UK operation including all its assets and liabilities
were transferred to Quintel USA and manpower reduction was implemented.

By end of January 2019, management thru its legal counsel in the UK filed for liquidation of
Quintel Technology, Ltd. wherein the final settlement with the liquidators and third party
creditors was reached in April 2020, in the amount of GPB1.9 million or an equivalent to 2.5
million.

On July 4, 2019, Telecom Mauritius, Ltd. (Quintel Mauritius), sales administration office of
Quintel group, has ceased its operations and registration in line with the Group’s profit
optimization strategy.

As a result of the liquidations of Quintel UK and Quintel Mauritius, assets and liabilities
identified to these companies were classified as disposal group. Revenue and expenses, gains
and losses relating to the discontinuation of this subgroup have been eliminated from profit or
loss from the Group’s continuing operations and are shown as a single line item in the
statement of profit or loss.
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A gain amounting to $13,730,086 was recognized in the discontinued operations. The
amount is the sum of (1) $10,907,492 gain from the release of other net comprehensive
income, (2) $3,599,742 of investment in subsidiary, and (3) $94,641 write-off of property,
plant and equipment, and net of $871,789 additional expenses from the settlement.

The $10,907,492 million gain from the release of other comprehensive income pertains to
cumulative foreign currency translation adjustment from translating the financial statements of
Quintel UK and Quintel Mauritius to the presentation currency of
Quintel Cayman, Ltd., its parent company. The $11 million resulted from multiple years
effects of foreign exchange gain prior to acquisition in 2017. Prior to this consolidation, there
was no movement in the OCI since acquisition on July 28, 2017.

In 2019, Quintel UK and Quintel Mauritius have no operations.

32. Commitments

The following are the significant commitments and contingencies involving the Group:

OQutsourcing Manufacturing Agreement (OMA)
On July 30, 2014, CATS entered into an OMA (herein referred to as the “Agreement”) with

REMEC in conjunction with the Share Purchase Agreement (SPA) entered into between CEIC
and REMEC. CATS will perform manufacturing services to REMEC in accordance with the
production files and specifications as provided in the Agreement. The contract term is for ten
(10) years with automatic renewal of additional one (1) year period. All payments to CATS
shall be made in US Dollars and shall be paid sixty (60) days after the receipt of the invoice.

Master Service Agreement (MSA)
CATS entered into an MSA with REMEC on July 30, 2014 where CATS will provide to

REMEC the services of selected employees and consultants (or “Business Services”) of
CATS. CATS shall be responsible for and shall timely pay any and all compensation and
benefits payable to the employees of and consultants of CATS who perform Business
Services. MSA has a ten (10) year term with automatic renewal of additional one year period.

33. Events After the Reporting Period

The Parent Company has not entered into any significant / reportable transaction/s after the
reporting period.
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Results of Operations

The Comlpany’s Consolidated Net Sales, Gross Profit, Net Income, EBITDA and EPS are provided in
the following table:

For the Three Months Ended March 31

2021 2020
In US8 Thousand except EPS (Reviewed) (Unaudited)
NET SALES $22,745 $22,270
COST OF SALES 16,109 15,967
GROSS PROFIT 6,636 6,303
NET INCOME 3,613 2,407
Basic/Diluted EPS 0.009 0.006
EBITDA $6,665 $5,760

For the three-month period ending March 31, 2021 compared to the three-month period ending March
31,2020

Revenue

The Company achieved a consolidated revenue of US$22.7 million for the three months ending March 31,
2021, an increase of 2% from US$22.3 million for the same period in 2020. The increase accounted for
was mainly due to the increase in orders from antenna products.

Revenue contribution from Quintel for the three-month period ending March 31,2021 amounted to US$5.3
million, a 23% decrease compared to US$6.9 million in the same period in 2020.

Revenues from the RFFMW/mmW and antenna manufacturing business before consolidation for the three
months ending March 31, 2021 amounted to US$6.8 million, a 19% increase compared to the US$5.7
million for same period in 2020.

Revenues from the semiconductor business amounted to US$10.7 million in 2021 compared to US$9.7
million for the same period in 2020, a 10% increase.

Cost of Sales and Gross Margin

The Company’s cost of sales (COS) is composed of: raw materials, spare parts, supplies; direct salaries,
wages and employees’ benefits; depreciation and amortization; utility expenses directly attributable to
production, freight and duties; and others. The Company’s cost of sales increased by 1% to US$16.1 million
for the three months ending March 31, 2021 from US$16 million for the same period in 2020.
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The increase was mainly due to:

- Salaries, wages and employees’ benefits increased by 22% to US$2.7 million for the three
months ending March 31, 2021, from US$2.2 million for the same period in 2020.

- Freight and duties increased by 117% to US$583 thousand for the three months ending March
31, 2021 from US$268 thousand for the same period in 2020.

- Utilities amounted to US$858 thousand for the three months ending March 31, 2021, from
US$712 thousand for the same period in 2020, an increase of 20%

The Company’s gross margin was 29% for the three months ending March 31, 2021, 1% higher than the
gross margin recorded for the same period in 2020.

Operating Expenses

The Company’s operating expenses for the three months ending March 31, 2021 amounted to
US$2.1 million, 11% lower compared to the US$2.3 million recorded during the same period in
2020. The decrease is due to:

- Salaries, wages and employees’ benefits a decreased by 28% to US$762 thousand for
the three-months ending March 31, 2021, from US$1.1 million for the same period in
2020.

- Transportation and travel decreased by 69% to US$22 thousand for the three months
ending March 31, 2021, from US$71 thousand for the same period in 2020.

- Depreciation decreased by 14% to US$185 thousand for the three months ending
March 31,2021, from US$216 thousand for the same period in 2020.

- Entertainment, amusement and recreation decreased by 93% to US$10 thousand for
the three months ending March 31, 2021 from US$152 thousand for the same period
in 2020.

- Insurance premium decreased by 39% to $23 thousand for the three months ending
March 31, 2021, from US$37 thousand for the same period in 2020.

- Office supplies decreased by 71% to $6 thousand for the three months ending March
31, 2021, from US$22 thousand for the same period in 2020.

Income Before Income Tax
For the three months ending March 31, 2021, the Company recorded a net income before income tax of
US$3.6 million, an increase of 46% compared with US$ 2.5 million recorded for the same period in 2020.

Provision for / Benefit from Income Tax

Provision for income tax for the three months ending March 31, 2021 amounted to US$30 thousand
compared with a provision for income tax of US$88 thousand for the same period in 2020.

Net Income After Tax

The Company’s net income after tax for the three months ending March 31, 2021 amounted to US$3.6
million, an increase of 50% compared with US$2.4 million for the same period in 2020.
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Total Comprehensive Income

The Company's total comprehensive income for the three months ending March 31, 2021 amounted to
US$3.6 million, compared to US$ 2.4 million for the same period in 2020, a 50% increase.
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Financial Condition
For the three-month period ending March 31, 2021 compared to the period ending December 31, 2020
Assets

The Company’s cash and cash equivalent for the three months ending March 31, 2021 amounted to US$2.3
million, compared with US$31.84 million for the period ending December 31, 2020, a decrease of US$29.5
million or 93%.

Trade and other receivables for the three months ending March 31, 2021 amounted to US$49.8 million,
compared with US$56.7 million for the period ending December 31, 2020, a 12% decrease.

Inventory levels for the three months ending March 31, 2021 amounted to US$58.7 million, 3% higher
compared with US$57.1 million for the period ending December 31, 2020.

Amounts owed by related parties for the three months ending March 31, 2021 amounted to US$191
thousand compared to US$193 thousand for the period ending December 31, 2020, a 1% decrease.

Assets held for sale pertain to the Company's Carmelray property which is being actively marketed for sale.

Non-current assets, comprised of Available-for-sale (AFS) financial asset, HTM investments, property,
plant and equipment (PPE), intangible assets, deferred income taxes and other noncurrent assets for the
three months ending March 31, 2021 amounted to US$141 million compared with US$148 million for the
period ending December 31, 2020, a decrease of 4%.

Liabilities

The Company’s current liabilities is comprised of trade and other payables, short-term loans, long-term
debt — current portion, amounts owed to related parties, and income tax payable. For the three months
ending March 31, 2021, current liabilities were at US$69.43 million, compared with US$110.51 million
the period ending December 31, 2019, a decrease of 37%.

For the three months ending March 31, 2020, the Company’s non-current liabilities, comprised of long-
term debt — net of current portion, retirement benefit obligation, and deferred income tax liability amounted
to US$56.4 million compared with US$57.1 million for the period ending December 31, 2020, a 1%
decrease.

Equity

The Company’s shareholders’ equity for the three months ending March 31, 2021 amounted to US$ 143.9
million compared with US$141.4 million for the period ending December 31, 2020.

Liquidity and Capital Resources

For the three months ending March 31, 2021, the Company’s principal sources of liquidity were cash from

sales of its products, bank credit facilities, proceeds from its corporate notes issuances, and proceeds from
its follow-on offering. The Company expects to meet its working capital, capital expenditure, dividend
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payment and investment requirements for the next 12 months primarily from the proceeds of the Company’s
follow-on offering, proceeds of the Company’s corporate notes issuances, short-term credit facilities and
cash flows from operations. It may also from time to time seek other sources of funding, which may include
debt or equity financings, including dollar and peso-denominated loans from Philippine banks, depending
on its financing needs and market conditions.

For the next 12 months, the Company plans to increase its production further by increasing volume
deliveries to existing customers, entering into new production agreements, and expanding its customer base
through new product introduction and aggressive sales and marketing activities.

The following table sets out the Company’s cash flows for the three months ending March 31, 2021 and
the same period in 2020.

For the three months
In US3 Thousands ending March 31
2021 2020
Net cash flows provided by/ (used for) operating activities 13,052 (9,221)
Net cash flows provided by/ (used for) investing activities 4,344 (5,567)
Net cash flows provided by/ (used for) financing activities (46,927) 14,220
Net increase (decrease) in cash equivalents (29,529) (590

Net Cash Flows from Operating Activities

Net cash outflow from used for operating activities was US$ 13.05 million for the three months ending
March 31, 2021, compared with US$(9.2) million for the same period in 2020.

For the three months ending March 31, 2021, net income before tax was US$3.6. After adjustments for
depreciation, interest income/expense, operating net unrealized foreign exchange gains, income before
change in working capital was US$6.8 million. Changes in working capital, interest received and income
taxes resulted in a net cash flow from operating activities of US$13.05 million.

Investing Activities

Net cash outflow from investing activities amounted to US$ 4.3 million for the three months ending March
31, 2021. Investing activities mainly involved increase in PPA and increase in non-current assets.

Financing Activities

Net cash flow used in from financing activities for the three months ending March 31, 2021 amounted to
US$(46.9) million. Major financing activities involved proceeds from availment of commercial paper,
payment of cash dividends, payment of interest, payment of short-term and long-term loans, and net
movement in amounts owed by and owed to related parties. For the same period in 2020 net cash flow
financing activities amounted to US$ 14.2 million.
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Material Changes to the Company’s Reviewed Income Statement as of March 31, 2021 compared to
the Unaudited Income Statement as of March 31, 2020 (increase/decrease of 5% or more)

2% increase in net sales
Sales increase for the business segments: CEC and CATSI

5% increase in Gross Profit

The improvement in GP is due to the sales increase brought about by the increase of revenue from
Semiconductor business of 10% and Revenues from the REMW/mmW and antenna manufacturing
business of 19%

46% increase in Income Before income Tax
Higher sales and higher operating profit margins

50% increase in Net Income After Tax
Higher sales and higher operating profit margins

Material Changes to the Company’s Reviewed Balance Sheet as of March 31, 2020 compared to the
Audited Balance Sheet as of December 31, 2019 (increase/decrease of 5% or more)

93% decrease in Cash and Cash Equivalent

Increase in working capital requirements, repayment of loans and payment of dividends for preferred
shares

12% decrease in Trade and Other Receivables — Net
Payment from certain major customers

1% decrease in Amounts Owed by Related Parties
Payment of advances from Camerton

51% decrease in Short-term Loans
Payment of short-term credit

277% Increase in Income Tax Payable
Increase in taxable income of CEC and CATSI mainly from sale of scrap
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The Company’s top five (5) key performance indicators are listed below:

Amounts in thousand US$, Full year | Full year 2021
except ratios, and where 2019 2020 Three
indicated months
EBITDA 19,661 19,658 6,665
EBITDA Margin 25% 29% 29%
Sales Growth (25%) (14%) 2%
Current Ratio (x) 1.43 1.46 1.9
Earnings per share (US$) 0.011 0.006 0.009
Note:

*Earnings per Share was calculated using CHPC 's average outstanding common shares for the years 2021

and 2020

**Earning per share was calculated less dividends for preferred shares which has a fixed amount per

quarter

» EBITDA and EBITDA Margin

Earnings before interest, tax, depreciation and amortization (EBITDA) provides an indication of the
rate of earnings growth achieved.

The EBITDA margin shows earnings before interest, tax, depreciation and amortization as a percentage

of revenue. It is a measure of how efficiently revenue is converted into EBITDA.

EBITDA and EBITDA Margin are not measures of performance under PFRS, and investors should not
consider EBITDA and EBITDA Margin in isolation or as alternatives to net income as an indicator of
our Company’s operating performance or to cash flow from operating, investing and financing activities
as a measure of liquidity, or any other measures of performance under PFRS. Because there are various
EBITDA and EBITDA Margin calculation methods, the Company’s presentation of these measures
may not be comparable to similarly titled measures used by other companies.

The following table sets out the Company’s EBITDA after consolidation entries.

For Three Months
For the years ended December 31 Ended March 31
In USS 000 2019 2020 2021
Net income 8,422 6,597 3,613
Add back:
Interest expense/income-net 4,852 5,303 1,101
Provision for / Benefit from
income tax 391 447 30
Depreciation and
Amortization 5,997 7,311 1,920
EBITDA 19,661 19,658 6,665
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The table sets forth a reconciliation of the Company’s consolidated EBITDA to consolidated net income.

For Three Months
For the years ended December 31 Ended March 31
In US$ 000 2019 2020 2021
EBITDA 19,661 19,658 6,665
Deduct:
Interest expense/income-net (4,851) (5,303) (1,101)
Provision for / Benefit from
income tax 391) 447) 30)
Depreciation and
amortization (5,997 (7,311) (1,920)
Net Income 8,422 6,597 3,613
Sales growth

Sales growth is a key indicator of the Company’s ability to grow the business

Current ratio

Current ratio measures a company’s short-term liquidity, i.e. its ability to pay its debts that are due
within the next 12 months. It is expressed as the ratio between current assets and current liabilities.

Earnings per share

Earnings per share show the Company’s attributable profit earned per common share. At constant
outstanding number of shares, as the Company's earnings increase, the earnings per share

correspondingly increase.
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FINANCIAL RISK DISCLOSURE

The Company is not aware of any known trends, demands, commitments, events or uncertainties that will
have a material impact on the Company’s liquidity.

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

The Company does not have any off-balance sheet transactions, arrangements, obligations (including
contingent obligations), and other relationships with unconsolidated entities or other persons created during
the reporting period.

The Company has allocated up to US$4.5 Million for capital expenditure for full year 2018, from the
proceeds of the Company’s Follow-on Offering and cash flows from operations. It may also from time to
time seek other sources of funding, which may include debt or equity financings, including dollar and peso-
denominated loans from Philippine banks, depending on its financing needs and market conditions.

The Company is not aware of any trends, events or uncertainties that have had or that are reasonably
expected to have a material favorable or unfavorable impact on net sales/revenues/income from continuing
operations.

The Company does not have any significant elements of income or loss that did not arise from its continuing
operations.

The Company does not have any seasonal aspects that had a material effect on the financial conditions or
results of operations.41
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CIRTEK HOLDINGS PHILIPPINES CORPORATION

FINANCIAL SOUNDNESS INDICATORS
MARCH 31, 2021 AND DECEMBER 31, 2020

March 31, December 31,
Ratios Formula 2021 2020
Current Assets/Current

(i) Current Ratio Liabilities 1.85 1.46
(ii) Debt/Equity Ratio Bank Debts'/ Total Equity 0.69 1.02
(iii) Net Debt/Equity Bank Debts'-Cash &

Ratio Equivalents/Total Equity 0.68 0.80
(iii) Asset to Equity

Ratio Total Assets/Total Equity 1.87 2.19
(iv) Interest Cover

Ratio EBITDA?/Interest Expense 5.81 3.66
(v) Profitability

Ratios

GP Margin Gross Profit/Revenues 0.29 0.29

Net Profit Margin Net Income/Revenues 0.16 0.10

EBITDA Margin EBITDA/Revenues 0.28 0.29

Return on Assets Net Income/Total Assets? 0.01 0.03

Return on Equity Net Income/Total Equity? 0.03 0.08

! Sum of short-term loans and long-term debts

2 EBITDA is calculated as income before income tax plus depreciation and amortization and financial
income (expense).

3 Based on balances as at March 31, 2021 and December 31, 2020
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

INDEX TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS AND
SUPPLEMENTARY SCHEDULES
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES
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CIRTEK HOLDINGS PHILIPPINES CORPORATION

RECONCILIATION OF RETAINED EARNINGS AVAILABLE FOR

DIVIDEND DECLARATION

MARCH 31, 2021

Unappropriated retained earnings, beginning $7,300,148
Add/(Deduct) net income/(loss) actually earned during the period (975,548)
Less cash dividends declared (1,299,995)

Retained earnings available for dividend declaration $5,024,605




CIRTEK HOLDINGS PHILIPPINES CORPORATION

FINANCIAL SOUNDNESS INDICATORS
MARCH 31, 2021 AND DECEMBER 31, 2020

March 31, December 31,
Ratios Formula 2021 2020
Current Assets/Current

(i) Current Ratio Liabilities 1.85 1.46
(i1) Debt/Equity Ratio Bank Debts'/ Total Equity 0.69 1.02
(iii) Net Debt/Equity Bank Debts'-Cash &

Ratio Equivalents/Total Equity 0.68 0.80
(iii) Asset to Equity

Ratio Total Assets/Total Equity 1.87 2.19
(iv) Interest Cover

Ratio EBITDA?Interest Expense 5.81 3.66
(v) Profitability

Ratios

GP Margin Gross Profit/Revenues 0.29 0.29

Net Profit Margin Net Income/Revenues 0.16 0.10

EBITDA Margin EBITDA/Revenues 0.28 0.29

Return on Assets Net Income/Total Assets? 0.01 0.03

Return on Equity Net Income/Total Equity® 0.03 0.08

! Sum of short-term loans and long-term debts

? EBITDA is calculated as income before income tax plus depreciation and amortization and financial
income (expense).

3 Based on balances as at March 31, 2021 and December 3 1,2020




SCHEDULE A

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF FINANCIAL ASSETS
AS OF AND FOR THE FIRST QUARTER ENDED MARCH 31, 2021

Name of Valued based
Issuing entity on market
and Amount quotations at Income
association of shown in the end of reporting  received or
each issue balance sheet period accrued
Cash in bank and cash equivalent N/A $ 2,308,649 $2,308,649 $2,524
Trade and other receivables N/A 49,847,413 49,847,413
Amounts owed by related parties N/A 191,569 191,569
Other current assets
Financial asset at FVTPL N/A 544 544
Rental deposit N/A 1,838,748 1,838,748
Security deposit N/A 180,507 180,507
Loan to employees N/A 346,037 346,037
Equity investment at FVTOCI
Other financial asset at amortized N/A - -
Other noncurrent assets:
Loans to employees N/A 300,000 300,000
Miscellaneous deposits N/A 44,000 44,000
Others N/A 180,651 180,651
$55,238,118 $ 55,238,118 $2,524




SCHEDULE B

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE OF AMOUNTS RECEIVABLE FROM
DIRECTORS, OFFICERS, EMPLOYEES, RELATED PARTIES, AND

PRINCIPAL STOCKHOLDERS (OTHER THAN RELATED PARTIES)
AS OF AND FOR THE FIRST QUARTER ENDED MARCH 31, 2021

Amounts owed by Related Parties

Balance at

Name and designation of Balance at beginning of Amounts the end of
debtor period Additions collected Current _ Not Current the period
Parent Company

Camerton - - - - -
Related parties under
commin control

Cirtek Holdings, Inc. - - - -

Cayon Holdings, Inc. 193,592 (2,022) 191,570 - 191,570

TOTAL 193,592 - (2,022) 191,570 - 191,570




SCHEDULE C

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE OF AMOUNTS RECEIVABLE FROM
RELATED PARTIES WHICH ARE ELIMINATED DURING THE

CONSOLIDATION OF FINANCIAL STATEMENTS
AS OF AND FOR THE FIRST QUARTER ENDED MARCH 31, 2021

Receivables from related parties which are eliminated during the consolidation
(under Trade and Other Receivables)

Balance at Amount Balance

beginning of Amount written atend of

Name and designation of debtor period Additions collected off Current Noncurrent period
Quintel USA 7,219,555 56,385 - - - - :7£75.94l

Amounts owed by related parties which are eliminated during the consolidation

Amoun
Balance at t
beginning of Amount  written Balance at end
Name and designation of debtor period Additions collected off Current Not current of period
Cirtek Holdings Philippines
Corporation from:
CEC $48,795,261 - ($3,000,000) - $45,795,261 $~- $45,795,261
CEIC 33,825,739 (5,300,000) 28,525,739 28,525,739
CATS 44,535,403 (2,658,865) 41,876,537 41,876,537
Quintel 19,885,906 - - - 19,885,906 - 19,885,906
Total 147,042,309 = (10,958,865) - $136,083,443 - 136,083,443
Cirtek Electronics Corporation
from:
CHPC 22,021,052 1,321,342 - 23,342,394 - 23,342,394
CATS 5,040,092 557,137 - 5,597,829 = 5,597,829
Total 27,061,144 1,879,079 - 28,940,224 - 28,940,224
Cirtek Electronics International
Corporation from:
CHPC 2,339,865 - - - 2,339,865 - 2,339,865
CEC 21,269,640 (917,863) 20,351,177 20,351,177
CATS 22,746,613 120,710 22,867,323 22,867,323
Quintel 82,478,692 - - 82,478,692 - 82,478,692
Total 128,834,810 120,710 (917.863) = 128,037,658 - 128,037,658
Cirtek Advanced Technologies
and Selutions, Inc from:.
RBWRP 39,794 582 - - 40,375 - 40,375
Total 39,794 582 - - 40,375 - 40,375
RBW Realty and Property, Inc
from:
CATS 18,389 - - - 18,389 - 18,389
Total 18,389 - - = 18,389 - 18,389

TOTAL $302,996,446 $2,000,371 ($11,876,728) - $293,120,089 $- $293,120,089




SCHEDULE D

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF INTANGIBLE ASSETS - OTHER

ASSETS
AS OF MARCH 31, 2021
Intangible Assets - Other Assets
Other
Charged to Charged to changes
Beginning Additions cost and other additions Ending
Description Balance at cost expenses  accounts (deductions) Balance
Goodwill $55,541,157 $- $- $- $-  $55,541,157
Product development
costs 5,461,374 558,285 (269,371) - - 5,750,288
Customer
relationships 23,736,500 - - - 23,736,500
Technology 1,860,290 (293,730) - - 1,566,560
Trademark 7,472,800 - - - — 7,472,800
Total $94,072,121 $558,285 ( $563,101) $- 3 $94,067,305




SCHEDULE E

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF LONG-TERM DEBT
AS OF MARCH 31, 2021

Long-term Debt

Amount shown

under caption

“current portion of

Amount authorized by long-term” in related

Title of issue and type of obligation indenture balance sheet

Amount shown under
caption “long-term
debt” in related
balance sheet

Notes payable 57,730,485 $ 8,113,093

$49,617,387




SCHEDULE F

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF INDEBTEDNESS TO RELATED

PARTIES (LONG-TERM LOANS FROM RELATED COMPANIES)
AS OF MARCH 31, 2021

Indebtedness to related parties (Long-term loans from related companies)

Name of related party Balance at beginning of period Balance at end of period

Not Applicable
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SCHEDULE G

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF GUARANTEES OF SECURITIES OF

OTHER ISSUERS
AS OF MARCH 31, 2021
Guarantees of Securities of Other Issuers
Name of issuing entity of Title of issue of
securities guaranteed by the each class of Total amount ~ Amount owned by
company for which this securities guaranteed and  person for which
statement is filed guaranteed outstanding statement is file Nature of guarantee

Not Applicable




SCHEDULE H

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF CAPITAL STOCK

AS OF MARCH 31, 2021
Capital Stock
Number of shares

issued and  Number of shares Number of

outstanding as reserved for shares held

Number of shown under  options warrants, Number of by directors,

shares related balance conversion and shares held by  officers and
Title of Issue authorized sheet caption other rights _related parties employees  Others
Common Stock 520,000,000 419,063,353 - 121,960,791 9 -
Preferred A Shares 700,000,000 700,000,000 - 700,000,000 - -
Preferred B-1 Shares 70,000,000 70,000,000 - 70,600,000 - -
Preferred B-2 Shares 200,600,000 67,000,000 - - - -
Preferred B-2B Shares 20,000,000 20,000,000 - - - -




