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The Strength to Serve

San Miguel Food and Beverage, Inc. continues to journey through
breakthrough avenues of growth. We inspiringly harness our power
to sharpen our capabilities. Staying strong, as Filipinos endure future
challenges, highlight our menu for enduring service.

= About the Company

San Miguel Food and Beverage, Inc. (SMFB) is a leading food
and beverage company in the Philippines. Our products are
among the most recognizable and top-of-mind brands in the
industry and hold market-leading positions in their respective
categories. Key brands in the SMFB portfolio include San
Miguel Pale Pilsen, San Mig Light, and Red Horse for beer;
Ginebra San Miguel for gin; Magnolia for chicken, ice cream,
and dairy products; Monterey for fresh and marinated meats;
Purefoods and Purefoods Tender Juicy for refrigerated and
canned processed meats; Veega, for plant-based food; Star and
Dari Creme for margarine; and B-MEG for animal feeds.

We have three primary operating divisions—beer and
nonalcoholic beverages (NAB), spirits, and food. The Beer
and NAB Division, through San Miguel Brewery, Inc., and
Spirits Division, through Ginebra San Miguel Inc., comprise
our beverage business. On the other hand, our Food Division,
San Miguel Foods, is operated through a number of key
subsidiaries such as San Miguel Foods, Inc., Magnolia, Inc.,
Purefoods-Hormel Company, Inc. and San Miguel Mills, Inc.
We serve the Philippine archipelago through an extensive
production and distribution network and export our products
to over 70 markets worldwide.

SMEB is a subsidiary of San Miguel Corporation (SMC), one

of the largest and most diversified conglomerates in the
Philippines. Originally founded in 1890 as a single brewery in
the Philippines, SMC today owns market-leading businesses
and has investments in various sectors, including beverages,
food, packaging, fuel and oil, energy, infrastructure, property,
car distributorship, and banking services. SMFB is a key
business group under the San Miguel Group that is interwoven
with the economic fabric of the Philippines, benefitting from,
as well as contributing to, the development and economic
progress of the nation. SMEB is listed on the Philippine Stock
Exchange under the ticker symbol “FB".
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® Message to Shareholders

The Strength to Serve

Dear Fellow Shareholders,

After a year of much uncertainty in 2020, we

ushered in 2021 brimming with hope. The rollout of
the government’s vaccination program in the earlier

part of 2021 coupled with the calibrated relaxation
of quarantine restrictions and protocols were

instrumental in improving sentiment and mobility.

This led to a pick-up in economic activity, which
bode well for consumer companies like ours. We
saw a glimmer of light at the end of the tunnel!

Despite assumptions of a slowdown in global
economic growth, the Philippines exhibited

signs of resilience and enhanced activity in 2021.
Employment indicators improved in the later part
of the year with the unemployment rate dropping
to 6.6% in December 2021 from a peak 0f17.6% in
April 2020. During the fourth quarter of 2021, the
economy grew 7.7%, bringing the full-year growth
to arespectable 5.6%.

Our financial performance

Against this improved backdrop, San Miguel
Food and Beverage, Inc. (SMFB) rebounded
strongly, delivering outstanding results even in
an unprecedented environment where COVID-19
remained a concern, further compounded by
inflationary pressures and supply chain tensions.

Throughout the year, our Beer, Food, and Spirits
businesses quickly implemented plans to drive
sales growth and focused on what we could
control to offset the impact of the pandemic and
macroeconomic volatility.

As aresult, consolidated revenues in 2021 grew
11% to P309.8 billion propelled by higher volumes,
market share gains, and better pricing across
SMFB's businesses.

Consolidated EBITDA for 2021 rose 20% to
Ps56.2 billion versus P46.8 billion in 2020, while

Ramon S. Ang
Vice Chairman, President, and Chief Executive Officer

consolidated operating income jumped 31% from
P33.4 billion in 2020 to P43.7 billion in 2021. The
Company'’s productivity improvements, distribution
efficiencies, and cost containment initiatives,
coupled with our efforts to further grow revenues
help operating margins expand 100 basis points last
year.

Asaresult of all the foregoing, consolidated net
income jumped 40% to P31.4 billion in 2021 from
P22.4 billion in 2020, moving closer towards our
pre-pandemic financial performance. We delivered
earnings per share growth of 61% and a 4% increase
in dividends paid.

SMEB’s Food business posted record consolidated
revenues of P151.0 billion, a 12% increase over
the prior year and 8% better than 2019, with each
segment delivering strong results and increased
earnings.



The Protein segment posted double-digit growth
driving the Food business’ revenues, and bolstered
by better pricing of its poultry products and efficient
inventory management.

The Prepared and Packaged Food segment also
posted continued growth, with higher contributions
from Tender Juicy hotdogs and Purefoods chicken
nuggets, complemented by growing sales from new
products, including meat-free line Veega, Purefoods
spaghetti sauce, and seafood nuggets.

The company’s Animal Nutrition and Health

and Flour segments also continued its strong
momentum into 2021 as it benefitted from various
campaigns, expansion of distribution networks,
and the reopening of customers’ businesses and
repopulation of hog farms already free of African
Swine Fever.

As aresult, consolidated EBITDA of the Food
business increased 39% to P17.0 billion, while
consolidated operating income more than doubled
to P11.5 billion.

The Beer business, on the other hand, reported
revenues of P116.3 billion, 8% higher than the prior
year but still lower than pre-pandemic levels.

Nonetheless, the Beer business continued to
implement cost management initiatives to preserve
profits, resulting in a 10% increase in operating
income to P26.9 billion, while EBITDA amounted to
P32.6 billion, up 10%.

Meanwhile, SMFB's Spirits business registered
another record year as revenues soared 17% to P42.5
billion. Relevant marketing campaigns, consumer
promotions, a broadening distribution network,
and efficiencies all supported growth.

Income from operations of the Spirits business rose
39% to P5.3 billion, while EBITDA increased 26% to
P6.3 billion.

Our results reflect the dedication and motivation
of our teams across our businesses, who remain
focused on delivering value for all our stakeholders.
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Silver linings

While the COVID-19 pandemic has been a dark
cloud hanging over the world, it has taught us, as
an organization, some very important lessons—
lessons that show us that it is time to transform the
way we do business.

First, the need to keep our employees, families,
and communities safe, which we have been doing
from our early days as a company and which we
have ramped up since early 2020. The events in
the past two years have reminded us to look after
each other. While we had many initiatives last
year, perhaps the most monumental is the rollout
of San Miguel Corporation’s P1 billion nationwide
vaccination drive under its Ligtas Lahat program,
which benefitted our employees, families, and
extended workforce. By December, the vaccination
rate (fully vaccinated) was close to 100%, plus the
rollout of booster shots for employees nationwide.
In addition, we continue to be vigilant about testing
so that interventions can immediately be done to
further prevent the potential spread of the virus in
our offices and workspaces.

Second, the need to support our communities. It is
inherent in our DNA to have a strong sense of social
responsibility. For a company of our scale, we have a
special responsibility to be a true force for good for
the greatest number of people.

We have never wavered in our commitment.

Why? Because food is essential. From the onset

of the pandemic, we have assured the country

that there will be sufficient food supply and kept
our nationwide production facilities going. Our
businesses, likewise, made significant contributions
of food, ethyl alcohol, PPEs, testing kits, and other
essential items in various areas, especially the most
vulnerable.

Apart from philanthropic activities, SMFB
recognizes that jobs are at the core of economic
development and in building strong communities.
Through our businesses, we engage with
communities to create jobs through various
programs such as our micro-enterprise program
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Roberto N. Huang
Chief Operating Officer - Beer

Francisco S. Alejo Il
Chief Operating Officer - Food

'“\..

Emmanuel B. Macalalag
Chief Operating Officer - Spirits

where individuals can sell our full line of products
in their own communities. Another example

is our Cassava Assembler Program that aims to
develop the countryside by providing livelihood
opportunities in rural communities with the
introduction of alternative crops and improvement
of farm technologies and income.

Third, agility and resilience are key to navigating
disruptions and shifts in our operating
environment, such as the pandemic, and this helped
SMFB bounce back stronger than ever before.

With the consolidation of our food and beverages
businesses, SMFB’s business model remains on solid
footing with a healthy balance sheet, supported by
arobust and diversified product portfolio. Being
under one umbrella was valuable in helping us
navigate the circumstances and challenges that
began in 2020.

Looking forward, more than ever, corporate
governance has become more crucial in identifying
and responding to the right risks. We continue to
dedicate our efforts to set up an effective corporate
governance structure, with main principles

that include protecting shareholder interests,
improving board oversight performance, respecting
stakeholder interests, and enhancing information
transparency. Since our consolidation, we have
consistently improved our performance in the
ASEAN Corporate Governance Scorecard and

we remained top-ranked across publicly-listed
companies in the Philippines.

On the other hand, while we have many
sustainability practices in place, we are in the
process of further strengthening our sustainability
framework that will outline our actions, especially
as it relates to being part of the San Miguel
ecosystem, and articulate SMEFB's impact on society,
the environment, and the economy. We have
engaged leading experts to guide us in further
defining our goals and formulate the metrics to
track our progress in a manner that is clear to
investors, customers, and other stakeholders.



Looking ahead

We are almost half-way through 2022 and many
macro uncertainties have emerged including
accelerating inflation. Across our businesses, we
have implemented cost and pricing initiatives to
successfully counter these challenges so that we
are in a better position to deliver value for all of our
stakeholders.

First quarter 2022 performance

In the first quarter of 2022 consolidated revenues
grew 9% to P83.1 billion compared to that of

the first quarter in 2021. This was driven by a
combination of volume growth and better pricing
across multiple categories in our spirits and food
businesses, even as the COVID-19 Omicron variant
interrupted an already improving trend seen in the
latter part of 2021.

As with other consumer goods companies, SMEB
was faced with rising input costs on raw materials
and utilities, squeezing profits and moderating the
gains from volume growth compared to the same
period in 2021.

Nonetheless, consolidated EBITDA and
consolidated income from operations still managed
to grow by 1% to P15.7 billion and P12.7 billion,
respectively.

Excluding non-recurring benefits in the first quarter
of 2021 related to the CREATE law, the company’s
net income for the 1st quarter of 2022 was up by 1%
to P9.2 billion.

SMEB's Food business posted consolidated revenues
of P40.8 billion, a 13% increase over the prior year
as demand for its brands remained robust.

Its Animal Nutrition and Health and Flour
segments posted strong double-digit revenue
growth, while Poultry and Processed Meats also
posted higher sales. Advertising and promotional
campaigns, expansion of distribution networks,
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superior product quality, and better pricing all
contributed to the growth of the Food business.

While the Food business continues to take the
necessary actions to maintain profitability, it

was still impacted by inflationary pressures. Its
consolidated EBITDA for the first quarter of the year
amounted to P5.7 billion from P6.1 billion, while
consolidated operating income ended at P4.2 billion
from P4.5 billion.

The Beer business, on the other hand, reported
revenues of P29.7 billion, 3% higher than the

prior year on account of improved volumes in its
international operations and price adjustments. Its
EBITDA and income from operations remained flat
in the first quarter at P8.0 billion and P6.8 billion,
respectively. The Beer business will continue

to implement cost management initiatives to
preserve profits moving forward. Nonetheless, the
reopening of on-premise channels following the
lifting of COVID-19 restrictions has boosted the Beer
business’ prospects for the rest of the year.

Meanwhile, SMEFB’s Spirits business continued its
momentum as revenues jumped 11% year-on-year
to P12.6 billion. During the period, the business
introduced relevant brand-building campaigns that
resonated well with consumers and captured new
markets. It also implemented various programs that
further supported its growth. As a result, EBITDA
of the Spirits business rose 32% to P2.0 billion

from P1.5 billion, while income from operations
increased 39% to P1.8 billion from P1.3 billion.

We remain optimistic about our ability to deliver
growth moving forward. We are confident that the
strategic pivots we've made in the last couple of
years will keep us on solid footing. We are fortunate
that our financial strength enables us to continue
pursuing expansion projects that will enable us

to further capitalize on the country’s continued
recovery. We are confident that, once the dark
clouds of the pandemic finally lift, we will emerge as
an even stronger and more resilient company with
the strength to help serve the needs of our country.
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Working towards
‘ the greater good

We work hard to ensure that our
brands continue to be present in the
everyday and life events of Filipinos.
At the same time, we are committed to
the highest standards of governance
and ethical behaviour, and to fulfilling
our responsibilities to our country.
We remain steadfast in creating long-
term value for all our stakeholders

in a socially and environmentally
sustainable manner.



The Seed of Caring
for the Environment

As stewards of the environment, San Miguel
Brewery Inc. (SMB) has made green initiatives an
integral part of its operations. Owing its success

to the bounties provided by Mother Earth, SMB
makes sure that it gives back what it reaps from the
environment.

Challenges brought on by the pandemic limited the
company'’s movement in 2020. However, this did
not deter the company’s plans to follow through

on its commitment as it successfully conducted

its annual re-greening efforts under the flagship
Buhayin ang Kalikasan nationwide environmental
program. Already on its 11th year, SMB’s “Trees
Brew Life” held activities at select territories,
including Misamis Oriental, Cebu, and Bacolod.

Last June, the Tagoloan Brewery conducted its
first tree planting activity. Following health and
safety protocols, SMB employees together with
business partners and representatives from

the local government planted 300 mahogany
seedlings within the plant’s facility. The seedlings
were provided by the local government, thru

its Municipal Agriculture Office and Municipal
Environment and Natural Resources Office.

Plant Manager Wilfredo R. Camaclang stressed the
need to plant trees as a show of commitment to the
preservation of the environment where we operate.

“It is imperative for all of us to give back to our
environment because our company’s very existence
is out of our environment’s abundance. Thus, we
take environment preservation activities such

as tree planting seriously. The seedlings that we
planted are manifestations of our care for the
environment,” Camaclang pointed out.

As a follow-up activity, the Tagoloan Brewery
conducted another round of tree planting last
October. Through the activity, an additional 500
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seedings composed of mahogany and African
Talisay were planted within the brewery's property.

In addition, in partnership with the local
government of Carmen, Cebu, SMB employees led
by the management team of the Mandaue Brewery
conducted its annual mangrove propagule planting
activity.

Now on its sixth year, the Carmen Mangrove
Development program has successfully planted
60,000 mangrove propagules every year to help
regenerate the coastal municipality’s mangrove
cover. The project has augmented the marine
sanctuary that protects schools of fish like lapu-
lapu and other grouper species such as tuna,
mackerel, sardines, parrot fish, and other coral
fishes. “We have noticed that as the mangroves
spread, the corals have also increased greatly. One
of our good indicators is the abounding presence of
the Taclobo (giant clam) or hagdanan as we call it
locally,” shared fish warden Esteban Jayson.

Aside from greening the coastlines, the mangrove
project has also spread awareness among the
coastal folks of the importance of the mangroves
for their fishing activities. The initiative has
likewise provided income through the propagation
of propagules to sustain the mangrove activities in
Carmen and its neighboring areas.

7



= SAN MIGUEL FOOD AND BEVERAGE, INC.

For the Bacolod Brewery, health protocols have
decreased the usual tree-planting engagement.
Nonetheless, the coverage of the effort was still
substantial as it added another 1,000 square
meters to the existing 3,000 square meter parcel
ofland within the rainforest project of the Negros
Economic Development Foundation Inc. (NEDF).
The forest cover, adopted by the Bacolod Brewery
in 2019, is situated in Barangay Handumanan,
Bacolod City.

“We are grateful for SMB that, despite the
limitations brought by the pandemic, was able to
continue its advocacy,” shared NEDF Executive
Director Rose Depra.

The present pandemic has not diminished SMB's
drive to contribute to the environment's welfare.

When quarantine measures finally lift and everyone

is confident to move about, the company will
continue its pursuit to re-green the nation.

Slowly, SMB is making a difference by planning the
seed of caring for the environment, a seed that will
carry over to future beermen here, and hopefully
other companies follow suit.

Nourishing and
Nurturing Our
Communities

Over the years, San Miguel Foods’ corporate social
responsibility program has focused on five key
social development issues—nutrition, education,
environment, livelihood, and community
development. In 2021, amid a pandemic landscape
that limited the movement of people and resources,
the company intensified its programs to help the
communities cope and recover from the prevailing
crisis.

Handog, the Filipino word for offering and

generosity, is the company’s umbrella CSR program.

It is comprised of five Ks that depict its flagship
programs—Kalusugan, Karunungan, Kalikasan,
Kabuhayan, and Komunidad, all created to help build
strong, resilient communities and create lasting
impact in the communities where the company
operates.

Kalusugan (Health)

In line with the country’s “First 1,000 Days”

law (R.A. 11148), which seeks to scale up the
country’s nutrition and health programs for the
first 1,000 days of a child’s life, San Miguel Foods
completed its own First 1,000-day health and
nutrition intervention program entitled “Happy
si Mommy, Malusog si Baby”. San Miguel Foods,
in collaboration with San Miguel Foundation and
DOST-FNRI, provided baby kits and nutritious
mingo meals (instant food made of rice, monggo,
and malunggay) good for three to six months to
serve as supplementary food for 420 toddlers in
nine different provinces around the country for
two years. Prior to that, while the same toddlers
were still in their mother’s wombs, the company
gave free ultrasounds and check-ups, as well as
early literacy seminars to the pregnant moms.
Beneficiaries of this program were from Looc and
Canduman in Cebu, Macabug in Leyte, Maliao in
Iloilo, San Jose in Negros Occidental, Sirawan in
Davao, Gracia in Misamis Oriental, San Vicente,
Sumilao in Bukidnon, and Orion in Bataan.



Karunungan (Knowledge)

Thirty-eight students from Sumilao, Bukidnon
graduated from the School for Experiential and
Entrepreneurial Development (SEED), a school
developed by Gawad Kalinga and San Miguel
Foundation to make organic agriculture education
more attainable to the Sumilao youth and raise a

generation of agri-entrepreneurs. San Miguel Foods

provided the venue, scholarship, and funding for
the miscellaneous educational expenses of both its
pioneer and second batch of graduates. Students
underwent a month of campus-based learning and
two months of community-based learning. They
received a TESDA Certificate course on Organic
Agriculture Production (OAP NCII). Majority of the
students come from farmer families whose parents
and older generations have always been engaged
in farming and agriculture. Nine of the graduates
have set up their own farms with the goal of selling
their own produce and providing enough income
for their families. Several of them were employed
by Gawad Kalinga to oversee the development of
backyard farms in different part of the country.
The others are now helping run the SEED school

in Sumilao.

Kalikasan (Nature)

To help protect and preserve the rich marine
biodiversity of Anilao in Mabini, Batangas, where
the company’s flour milling plant and shipping
terminal are located, San Miguel Foods has been
working with stakeholders to launch a coral
propagation project in Anilao. Licensed employee
volunteer divers have undergone the basic training
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and conducted ocular inspection and trial planting
under the supervision of a marine biologist,

in preparation for the project. The company
believes that more than a CSR project, a coral
propagation and rescue program contributes to the
company’s sustainability efforts in preserving the
environment.

Kabuhayan (Livelihood)

Originally conceptualized to support small-scale
hog farming projects, this program had to be
redirected in the light of African Swine Fever which
affected the hog industry since 2019. In 2021, in

its stead, San Miguel Foods continued to offer
enterprising Filipinos the chance to start their own
small business during the pandemic and augment
their income, by becoming part of the company’s
growing network of small business partners. In
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this micro-enterprise program for communities,
interested individuals went into selling the
company’s full line of popular and trusted brands
in their own communities. The program started

in 2020 at the height of pandemic restrictions,
when access to food products at traditional outlets
was severely limited. While the economy was in

a slowdown, these opportunities helped many
hardworking Filipinos who suffered many setbacks
during the pandemic get back on their feet.

Komunidad (Community)

Using its own disinfectant, Protect Plus Gold,

and as part of its continuing efforts to help
barangays nationwide mitigate health risks
related to COVID-19 and other viruses, San Miguel
disinfected public markets, barangay centers,
farms, communities, streets, households, and
other public spaces for free, reaching around 100
barangays. House-to-house disinfections were done
in Pangasinan, Benguet, and Tarlac towns, as well
as barangays in Marikina, San Juan, and Taytay in
the National Capital Region (NCR). Disinfection
was also conducted at farms in various barangays

As a company, Ginebra San Miguel Inc. (GSMI)
values the role it plays in sustainable development,
so it strives to make a positive impact in

its communities through corporate social
responsibility projects that are geared towards
uplifting lives.

One of GSMI's successful projects is the Ginebra
San Miguel Bar Academy. Established in 2020 in
partnership with the Technical Education and Skills
Development Authority (TESDA), the Bar Academy
gives underprivileged Filipinos the opportunity to
fulfill their dreams through a world-class education
in bartending. In just two years, it has already
produced competent and job-ready graduates.

Most of them are now working as bartenders in the
country’s biggest restaurants and are better able

to support their families. Many of them also plan

to work on cruise ships after gaining the needed
industry experience.

in Batangas, Cavite, Capiz, Saranggani, Surigao del
Norte, Agusan del Norte, and Caraga. Meanwhile,
disinfection of stores in public markets were

also done in numerous barangays in Masbate,
Camarines Sur, Camarines Norte, Albay, and
Catanduanes.

The initiative aimed to help limit the spread of
harmful viruses, including COVID-19, particularly
with the gradual reopening of the economy
resulting to increased movement of people, and
higher foot traffic at public markets and other
commercial and public areas.

At the heart of the company'’s core purpose of
nourishing and nurturing families worldwide is the
commitment to help create a better world, starting
with the areas where the business operates. As

one of the largest food companies in the country
today, San Miguel Foods commits to do its part

in providing solutions, not only for nutrition

and health, but also for other pillars of social
development that will contribute meaningfully to
nation-building.

Apart from changing lives, the Bar Academy is
helping elevate the bartending profession and draw
the hospitality industry’s attention to the globally-
recognized TESDA bartending curriculum, modern
facilities and its excellent scholar-graduates. It

has also encouraged a growing number of young
people to consider a lucrative career in technical
vocational, through bartending.

The Bar Academy is now TESDA's premier showcase
for its world-class training workshop and the venue
of its many national events. It is also considered



a model for private sector corporate social
responsibility initiatives, attracting international
visitors, investors and foreign diplomats.

Located at the TESDA Women's Center in Bicutan,

the Bar Academy is equipped with state-of-the-art,

industry-standard equipment and facilities. These
include a world-class and spacious bar counter, a
wide array of GSMI products and other liquors, a
fully-stocked wine cellar, all-stainless steel back
bar workshop, fully air-conditioned flairtending
gym with floor-to-ceiling mirrors and rubberized
floors, and a hotel-inspired dining area complete
with modern furniture and fixtures. All these are
designed to give scholars the best showcase of
classic bartending, an extensive training and an
authentic industry experience.
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GSMI first partnered with TESDA in 2014 for
its GSMI Technopreneur Program, launched
in celebration of its flagship brand, Ginebra
San Miguel's 180th anniversary. The program
trained 180 scholars in cocktail mixing,
flairtending and basic business skills, and
provided mobile bars to help them start their
own business. GSMI hopes to continue its
commitment to uplift lives through education
with the Ginebra San Miguel Bar Academy.

n
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® Our Brands

OUR BRANDS ARE TOP-OF-MIND FOR

THE FILIPINO CONSUMER. DESPITE THE
CHALLENGES OF THE PANDEMIC, WE ENSURED
THAT OUR PRODUCTS CONTINUED TO BE PART
OF THE EVERYDAY LIVES OF OUR CONSUMERS.’

SAN MIGUEL BREWERY INC.

A subsidiary of San Miguel Corporation
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m Consolidated Financial Highlights

Amounts in P millions, except per share data
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Financial Results
Revenues
Income from Operations

Net Income

Attributable to:
Equity holders of the Parent Compa
Non-controlling interests

Financial Position
Total Assets

Total Liabilities
Total Equity

Data per Common Share*
Earnings per share

Book value per share

Dividends Paid

Financial Ratios
Current Ratio
Debt-to-Equity Ratio

* Based on the number of common shares issued and ou

Contribution by Revenue

49%

2021 38%

—14%

48%

39%

—13%

M Beer & NAB
Spirits
M Food

1%

309,778
43,695
31,417

ny 19,791
11,626

297,624
152,162
145,462

3.35

15.81

18,404

1.49
1.05

tstanding at the end of each year.

Contribution by EBITDA

30%

2021

1%

26%

58%

63%

279,290 11%
33,412 31%
22,401 40%
12,476 59%

9,925 17%
276,282 8%
144,463 5%

131,819 10%
2.08 61%
13.95 13%
17,721 4%
1.22 22%
1.10 -5%

Contribution by Income from Operations

26%

62%

12%

73%
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® Financial Review

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

I. BASIS OF PREPARATION

Statement of Compliance

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

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

Items Measurement Basis

Derivative financial instruments Fair value

Financial assets at fair value through profit ~ Fair value
or loss (FVPL)

Financial assets at fair value through other Fair value
comprehensive income (FVOCI)

Defined benefit retirement asset (liability) Fair value of the plan assets less the present
value of the defined benefit retirement
obligation

Agricultural produce Fair value less estimated costs to sell at the
point of harvest

Functional and Presentation Currency

The consolidated financial statements are presented in Philippine Peso, which is the functional currency of
the Parent Company. All values are rounded off to the nearest million (000,000), except when otherwise
indicated.

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

Adoption of Amended Standard
Effective January 1, 2021, the Group has adopted Coronavirus Disease 2019 (COVID-19) - Related Rent
Concessions (Amendments to PFRS 16, Leases) beyond June 30, 2021. The optional practical expedient
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introduced in the 2020 amendments that simplifies how a lessee accounts for rent concessions that are

a direct consequence of COVID-19 and which solely applies to reduction in lease payments originally due
on or before June 30, 2021 has been extended to June 30, 2022. The economic challenges presented by the
COVID-19 pandemic have persisted longer than anticipated. As a result, lessors and lessees are negotiating
rent concessions that extend beyond June 30, 2021.

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

II. FINANCIAL PERFORMANCE
2021 Vs 2020

The Group delivered robust financial results for the full year ended December 31, 2021, demonstrating
resilience in the face of challenges brought about by the ongoing pandemic.

Consolidated sales in 2021 amounted to P309,778 million, 11% higher compared to 2020. Consolidated
net income, on the other hand, reached P31,417 million, 40% higher than 2020, and tracking 2019 pre-
pandemic levels.

Sales

Consolidated sales increased 11% from P279,290 million in 2020 to P309,778 million in 2021. Sales in the
Beer and NAB segment were up 8% from P107,923 million in 2020 to P116,280 million in 2021, sales in the
Spirits segment jumped 17% from P36,198 million in 2020 to P42,529 million in 2021, and sales in the Food
segment rose by 12% from P135,169 million in 2020 to P150,969 million in 2021. The increase was driven by
higher volumes, market share gains, and better pricing across all segments of the Group.

Cost of Sales

Consolidated cost of sales increased 10% from P200,239 million in 2020 to P219,306 million in 2021. Cost

of sales in the Beer and NAB segment were up 8% from P65,870 million in 2020 to P71,385 million in 2021,
cost of sales in the Spirits segment rose by 18% from P26,989 million in 2020 to P31,756 million in 2021, and
cost of sales in the Food segment grew 8% from P107,380 million in 2020 to P116,165 million in 2021. The
increase was due to higher sales volume across most segments, and higher excise taxes of the Beer and NAB
and Spirits segments.

The following table summarizes the cost of sales for the year ended December 31, 2021:

Beer and NAB Spirits Food Total

Inventories P10,779 P12,997 P100,953 P124,729
Excise tax 54,150 17,196 - 71,346
Labor 1,635 392 1,867 3,894
Others 4,821 1,171 13,345 19,337
P71,385 P31,756 P116,165 P219,306

Gross profit
Consolidated gross profit rose 14% from P79,051 million in 2020 to P90,472 million in 2021. Gross profit

in the Beer and NAB segment increased 7% from P42,053 million in 2020 to P44,895 million in 2021, gross

profit in the Spirits segment jumped 17% from P9,209 million in 2020 to P10,773 million in 2021, and gross
profit in the Food segment increased by 25% from P27,789 million in 2020 to P34,804 million in 2021. The

increase resulted primarily from higher sales volumes of the Group.
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Selling and Administrative Expenses

Consolidated selling and administrative expenses slightly went up 2% from P45,639 million in 2020 to
P46,777 million in 2021. Selling and administrative expenses in the Beer and NAB segment, likewise,
went up 2% from P17,579 million in 2020 to P17,978 million in 2021, selling and administrative expenses
in the Spirits segment inched 1% from P5,403 million in 2020 to P5,480 million in 2021, and selling and
administrative expenses in the Food segment increased by 3% from P22,657 million in 2020 to P23,319
million in 2021 (includes expenses of the Parent Company amounting to P86 million and P102 million
in 2021 and 2020, respectively). The increase was primarily due to activities intended to further support
volume growth, as well as amendments to the Company'’s retirement benefits.

Interest Expense and Other Financing Charges
Consolidated interest expense and other financing charges were down 15% from P3,941 million in 2020 to
P3,360 million in 2021, mainly due to the lower interest rates during the period.

Interest Income
Consolidated interest income decreased 36% from P734 million in 2020 to P468 million in 2021 due to lower
money market placements and lower interest rates.

Gain on Sale of Investments and Property and Equipment
The Group recognized consolidated gain on sale of investments and property and equipment amounting to
P196 million resulting from assets disposed and retired during the period.

Other Charges - Net

The Group recognized other consolidated charges amounting to P197 million in 2021 compared to other
income in 2020 amounting to P1,619. This was primarily due to marked to market losses on foreign
purchase of materials due to the depreciation of the peso against US dollar from P48 : US$1in 2020 to P51:
USs$1in 2021, the Food segment’s brand and fixed assets impairment, as well as the decrease in other income
related to received Tax Credit Certificates of the Beer and NAB segment.

Net Income before Income Tax
Asaresult of the foregoing, consolidated net income before income tax increased 28% from P31,788 million
in 2020 to P40,802 million in 2021.

Income Tax Expense
The consolidated income tax expense amounted to P9,385 million in 2021. The slight decrease from 2020
amounts was primarily due to the effect of the CREATE law despite the higher taxable income of the Group.

Net Income

Asaresult, the Group's consolidated net income jumped 40% from P22,401 million in 2020 to P31,417
million in 2021. Net income of the Beer and NAB segment increased 17% from P17,457 million in 2020 to
P20,449 million in 2021, net income of the Spirits segment rose 52% from P2,757 million in 2020 to P4,179
million in 2021, and net income of the Food segment was up 210% from P2,187 million in 2020 to P6,789
million in 2021 (inclusive of operating and interest expenses of the Parent Company amounting to P821
million).

Non-Controlling Interests
Share of non-controlling interests in the Group’s net income increased 17% from P9,925 million in 2020 to
P11,626 million in 2021 mainly due to the higher net income of the Group.

Net Income after Tax and Non-Controlling Interests
The Group’s consolidated net income after tax and non-controlling interests was up 59% to P19,791 million
for the year ended December 31, 2021 versus the P12,476 million for the year ended December 31, 2020.
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Net income after tax and non-controlling interests of the Beer and NAB segment increased 17% from P8,781
million in 2020 to P10,247 million in 2021, net income after tax and non-controlling interests of the Spirits
segment rose 69% from P1,875 million in 2020 to P3,167 million in 2021, and net income after tax and non-
controlling interests of the Food segment grew 250% from P1,820 million in 2020 to P6,377 million in 2021
(inclusive of operating and interest expenses of the Parent Company amounting to P821 million).

2020vs 2019

The Group saw the full impact of COVID-19 for the year ended December 31, 2020 primarily due to
quarantine restrictions imposed over certain parts of the country throughout various time periods in 2020
and the resulting economic toll it took on individuals and businesses.

Consolidated sales in 2020 amounted to P279,290 million, 10% lower compared to 2019. On the other hand,
consolidated net income amounted P22,401 million, 31% lower than in 2019, mainly attributed to lower
sales volumes and gross profit across all segments of the Group.

Sales

Consolidated sales decreased 10% from P310,785 million in 2019 to P279,290 million in 2020. Sales in the
Beer and NAB segment decreased 24% from P142,267 million in 2019 to P107,923 million in 2020, sales in
the Spirits segment declined by 25% from P29,063 million in 2019 to P36,198 million in 2020, and sales in
the Food segment went down by 3% from P139,455 million in 2019 to P135,169 million in 2020. The decrease
was mainly due to lower sales volumes of the Group.

Cost of Sales

Consolidated cost of sales decreased 6% from P212,030 million in 2019 to P200,239 million in 2020. Cost of
sales in the Beer and NAB segment declined 17% from P79,586 in 2019 to P65,870 in 2020, cost of sales in
the Spirits segment increased 28% from P21,127 million in 2019 to P26,989 million in 2020, and cost of sales
in the Food segment was down 4% from P111,317 million in 2019 to P107,380 million in 2020. The decrease
was primarily due to lower sales volume across most segments as an effect of the COVID-19 pandemic.

The following table summarizes the cost of sales for the year ended December 31, 2020:

Beer and NAB Spirits Food Total

Inventories P10,293 P12,565 P92,739 P115,597
Excise tax 49,827 13,021 - 62,848
Labor 1,594 318 1,713 3,625
Others 4,156 1,085 12,928 18,169
P65,870 P26,989 P107,380 P200,239

Gross profit
Consolidated gross profit decreased 20% from P98,755 million in 2019 to P79,051 million in 2020. Gross

profit in the Beer and NAB segment was down 33% from P62,681 million in 2019 to P42,053 million in 2020,
gross profit in the Spirits segment rose 16% from P7,936 million in 2019 to P9,209 million in 2020, and gross
profit in the Food segment slightly went down 1% from P28,138 million in 2019 to P27,789 million in 2020.
The decrease resulted primarily from lower sales volumes of the Group despite the increase in selling prices
and excise taxes.

Selling and Administrative Expenses

Consolidated selling and administrative expenses decreased 10% from P50,974 million in 2019 to
P45,639 million in 2020. Selling and administrative expenses in the Beer and NAB segment declined
27% from P23,954 million in 2019 to P17,579 million in 2020, selling and administrative expenses in the
Spirits segment increased 7% from to P5,058 million in 2019 to P5,403 million in 2020, and selling and
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administrative expenses in the Food segment went up 3% from P21,962 million in 2019 to P22,657 million
in 2020 (includes other administrative expenses of the Parent Company amounting to P40 million and
P51 million in 2019 and 2020, respectively). The decrease was primarily due to the lower advertising and
promotions, and distribution expenses.

Interest Expense and Other Financing Charges

Consolidated interest expense and other financing charges went up 26% from P3,120 million in 2019 to
P3,941 million in 2020 due to the higher interest-bearing debt balance of the Beer and NAB and Food
segments in 2020, as well the Peso retail bonds issued by the Parent Company in 2020 to refinance the
outstanding Peso preferred shares that were redeemed.

Interest Income
Consolidated interest income decreased 35% from P1,133 million in 2019 to P734 million in 2020, primarily
due to lower average level of money market placements of the Beer and NAB segment.

Equity in Net Losses of Joint Ventures
The Group discontinued recognition of share in losses of joint venture, primarily held through its Spirits
segment, since the net investment was already zero in 2020 compared to the same period in 2019.

Loss on Sale of Investments and Property and Equipment
The Group recognized consolidated loss on sale of investments and property and equipment amounting to
P36 million resulting from assets disposed and retired during the period.

Other Income - Net

The Group recognized consolidated other income amounting to P1,619 million in 2020. The increase was
primarily due to the tax credit certificates received by the Beer and NAB segment during the third quarter
due to a favorable tax ruling, marked-to-market (MTM) gains and foreign exchange gains resulting from the
appreciation of the Philippine Peso against other foreign currencies during the period.

Net Income before Income Tax
Asaresult of the foregoing, consolidated net income before income tax decreased 31% from P46,107 million
in 2019 to P31,788 million in 2020.

Income Tax Expense

Consolidated income tax expense decreased 32% from P13,828 million in 2019 to P9,387 million in 2020.
This decrease was primarily due to the lower taxable income of the Beer and NAB and Food segments,
which was only partially offset by higher taxable income of the Spirits segment.

Net Income

Asaresult of the foregoing, the Group’s consolidated net income decreased 31% from P32,279 million in
2019 to P22,401 million in 2020. Net income of the Beer and NAB segment declined 36% from P27,292
million in 2019 to P17,457 million in 2020, net income of the Spirits segment increased by 65% from P1,672
million in 2019 to P2,757 million in 2020, and net income of the Food segment went down by 34% from
P3,315 million in 2019 to P2,187 million in 2020 (inclusive of operating and interest expenses of the Parent
Company amounting to P750 million).

Non-Controlling Interests
Share of non-controlling interests in the Group’s net income decreased in 2020 compared to 2019 mainly
due to the lower net income of the Beer and NAB and Food segments.

Net Income after Tax and Non-Controlling Interests
The Group’s consolidated net income after tax and non-controlling interests, therefore, decreased 32%
to P12,476 million for the year ended December 31, 2020 versus the P18,278 million for the year ended
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December 31, 2019. Net income after tax and non-controlling interests of the Beer and NAB segment
decreased 36% from P13,674 million in 2019 to P8,781 million in 2020, net income after tax and non-
controlling interests of the Spirits segment increased 65% from P1,137 million in 2019 to P1,875 million

in 2020, and net income after tax and non-controlling interests of the Food segment was down 48% from
P3,467 million in 2019 to P1,820 million in 2020 (inclusive of operating and interest expenses of the Parent
Company amounting to P750 million).

III. FINANCIAL POSITION
2021vs 2020

Consolidated total assets as of December 31, 2021 amounted to P297,624 million, 8% or P21,342 million
higher than as of December 31, 2020. The increase was primarily due to higher ending inventory levels

and expansion projects of the Group. Consolidated total liabilities as of December 31, 2021 amounted to
P152,162 million, 5% or P7,699 million higher than in December 31, 2020. The increase was primarily due to
the availment of long-term debt of the Beer and NAB and Food segments, which was partially offset by the
settlement of short-term loans by the Sprits segment.

Cash and cash equivalents increased 12% or P4,568 million due to the higher cash generated from
operations of the Group, collection of sales and availment of additional long-term debt by the Beer and NAB
and Food segments.

Trade and other receivables increased 14% or P2,825 million primarily driven by higher sales volume of the
Group, and higher credit availment of the Beer and NAB segment's dealers compared to 2020.

Inventories increased 26% or P9,036 million due to the Food segment’s higher inventory of raw materials in
anticipation of increasing commodities prices, and the Beer and NAB and Spirits segments’ higher finished
products on hand and goods in process versus 2020’s ending inventory levels.

Prepaid expenses and other current assets decreased 12% or P844 million due to the Food segment’s
application of creditable withholding taxes and the Beer and NAB segment’s utilization of remaining tax
credit certificates received.

Investments increased 6% or P298 million primarily due to the Beer and NAB segment’s foreign exchange gains.

Property, plant and equipment increased 8% or P6,461 million mainly due to the expansion projects of the
Food and Beer and NAB segments.

Investment property increased 15% or P434 million due to reclassification of the Beer and NAB segment of a
portion of property from owner-occupied to investment property.

Biological assets decreased 7% or P403 million due to the Food segment’s retirement of breeding stocks.
Deferred tax assets decreased 25% or P720 million due to the reduction of income tax rate brought about
by the CREATE law, and the Food segment’s application of net operating loss carry over and minimum

corporate income tax to tax payable.

Notes payable decreased 52% or P5,589 million mainly due to the Group’s payment of short-term loans and
lower availments.

Trade payables and other current liabilities increased 12% or P6,379 million mainly due to the higher
working capital requirements.
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Income and other taxes payable decreased 7% or P439 million due to lower income tax rates.

Dividends payable increased 21% or P10 million mainly due to the increase in unclaimed dividends payable
of the Group.

Long-term debt had a net increase of 9% or P6,306 million due to the availment of long-term loans of the
Food segment and the Beer and NAB segment.

Other noncurrent liabilities increased 79% or P980 million mainly due to higher pension cost accrual as a
result of the amendment of the retirement benefits plan.

Consolidated total equity as of December 31, 2021 amounted to P145,462 million, 10% or P13,643 million
higher than as of December 31, 2020. The increase was primarily due to the net income amounting to
P31,417 million which was offset by the dividends declared by the Group amounting P18,414 million.

2020 vs 2019

Consolidated total assets as of December 31, 2020 amounted to P276,282 million, 4% or P10,315 million
higher than as of December 31, 2019. The increase was primarily due to expansion projects of the Group
which was offset by improved collection of receivables and lower credit availment from dealers and direct
outlets. Consolidated total liabilities as of December 31, 2020 amounted to P144,463 million, 18% or P21,677
million higher than in December 31, 2019. The increase was primarily due to the availment of long-term
debt of the Food segment and the issuance of Peso bonds of the Parent Company, which was partially offset
by the settlement of short-term loans by the Sprits segment.

Cash and cash equivalents was slightly higher by 2% or by P562 million due to the higher collection of the
Spirits segment, and by the Food segment’s availment of additional long term debt, which was partially
offset by the Beer and NAB segment’s additional investment in equity securities.

Trade and other receivables decreased 17% or P4,167 million primarily driven by lower sales volume, lower
credit sales due to cash discounts provided, and improved collections. In addition, there was a decrease in
receivables of the Beer and NAB segment due to lower credit purchases of its dealers and its directly served
outlets.

Inventories increased 5% or P1,622 million due to higher inventory level in the Food segment brought about
by purchases during harvest or buying season, lower usage of materials, timing of shipment and higher
average cost of other raw and packaging materials, while the uptick in inventory of the Beer and NAB
segment was due to lower withdrawals.

Prepaid expenses and other current assets decreased 5% or P346 million due to the Beer and NAB segment’s
utilization of tax credit certificates and decrease in input tax.

Investments increased by P4,742 million primarily due to the Beer and NAB segment’s additional
investment in equity securities.

Property, plant and equipment increased by 12% or P9,087 million mainly due to the expansion projects of
the Food and Beer and NAB segments.

Right-of-use assets increased 1% or P39 million due to additional lease contracts recognized for PERS 16,
offset by amortization during the period.

Biological assets decreased 17% or P1,206 million due to closure of some farms of the Food segment
impacted by the ASE.
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Deferred tax assets increased 13% or P331 million due to the Food segment’s recognition of deferred taxes.
Notes payable decreased 32% or P5,071 million mainly due to the Group’s payment of short-term loans.

Trade payables and other current liabilities increased 9% or P4,658 million mainly due to the higher
working capital requirements.

Lease liabilities increased 6% or P251 million due to additional lease contracts recognized under PERS 16.

Income and other taxes payable decreased 7% or P452 million due to lower taxable income of the Beer and
NAB segment.

Dividends payable increased 15% or P6 million mainly due to the increase in unclaimed dividends payable
of the Group.

Long-term debt had a net increase of 50% or P22,446 million due to the availment of long-term loans of the
Food segment and the issuance of Peso retail bonds of the Parent Company.

Other noncurrent liabilities decreased 11% or P161 million mainly due to the recognition of retirement
benefits.

Consolidated total equity as of December 31, 2020 amounted to P131,819 million, 8% or P11,362 million
lower than as of December 31, 2019. The decrease was primarily due to the net income amounting to
P22,401 million which was offset by the dividends declared by the Group amounting P17,727 million and the
redemption of the outstanding preferred shares of the Parent Company in 2020.

IV. SOURCES AND USES OF CASH

A brief summary of cash flow movements is shown below:

(in Millions) 2021 2020 2019

Net cash flows provided by operating activities P40,769 P42,553 P42,916
Net cash flows used in investing activities (17,135) (25,198) (28,194)
Net cash flows used in financing activities (19,518) (16,184) (17,326)

Net cash from operations basically consisted of income for the period and changes in non-cash current
assets, certain current liabilities and others.

Net cash used in investing activities include the following:

(in Millions) 2021 2020 2019

Additions to investments, property, plant and equipment (P10,874) (P18,752) (P18,506)
and investment property

Increase in biological assets, intangible assets and other (6,660) (6,462) (10,648)
noncurrent assets

Proceeds from sale of investments and property and 276 16 960
equipment

Dividends received 123 - -
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Net cash used in financing activities consist of the following:

(in Millions) 2021 2020 2019

Proceeds from short-term and long-term borrowings P106,138 P126,586 P286,116
Payments of short-term and long-term borrowings (105,518) (109,287) (283,337)
Cash dividends paid (18,404) (17,721) (18,858)
Payments of lease liabilities (596) (750) (1,331)
Share issuance costs 11 (38) (6)
Increase (decrease) in non-controlling interests (1,000) - 90
Increase (decrease) in other non-current liabilities (149) 26 -
Redemption of outstanding preferred shares - (15,000) -

The effect of exchange rate changes on cash and cash equivalents amounted to P452 million, (P609) million
and (P370) million for the periods ended December 31, 2021, 2020 and 2019, respectively.

V. ADDITIONAL INFORMATION ON UNAPPROPRIATED RETAINED EARNINGS

The unappropriated retained earnings of the Parent Company as at December 31, 2021 and 2020 is
restricted in the amount of P182 million representing the cost of common shares held in treasury.

The Group’s unappropriated retained earnings includes the accumulated earnings in subsidiaries
which is not available for declaration as dividends until declared by the respective investees.

VI. KEY PERFORMANCE INDICATORS

The following are the major performance measures that the Group uses. Analyses are employed by
comparisons and measurements based on the financial data of the periods indicated below.

KPI As of December 31, 2021 As of December 31, 2020
Liquidity:
Current Ratio 1.49 1.22
Quick Ratio 0.81 0.68
Solvency:
Debt to Equity Ratio 1.05 1.10
Asset to Equity Ratio 2.05 2.10
Profitability:
Return on Average Equity
Attributable to Equity Holders 22.51% 15.09%
of the Parent Company
Interest Rate Coverage Ratio 13.14 9.07
Return on Assets 10.95% 8.26%
For the Year Ended For the Year Ended
December 31,2021 December 31, 2020
Operating Efficiency:
Volume Growth 3.20% (15.00%)
Revenue Growth 10.92% (10.13%)
Operating Margin 14.11% 11.96%
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The manner by which the Group calculates the above indicators is as follows:

KPI Formula
. Current Assets
Current Ratio T
Current Liabilities

Current Assets - Inventory - Current Portion of Biological Assets - Prepayments

Quick Ratio Current Liabilities

Debt to Equity Ratio Total Liabilities (Cur.rent + Noncurrent)
Equity

Asset to Equity Ratio Total Assets (Curre.nt + Noncurrent)
Equity

Return on Average Equity
Attributable to Equity Net Income Attributable to Equity Holders of the Parent Company™*
Holders of the Parent Average Equity Attributable to Equity Holders of the Parent Company™*
Company
Interest Rate Coverage Earnings Before Interests and Taxes
Ratio Interest Expense and Other Financing Charges

Net Income***

Return on Assets

Average Total Assets
Sum of all Businesses’ Sales at Prior Period Prices
Volume Growth : - -1
Prior Period Net Sales
Current Period Net Sales
h -1
Rl |: Prior Period Net Sales ]

Income from Operating Activities
Net Sales

Operating Margin

* Annualized for quarterly reporting; excluding cash dividends paid to preferred shareholders
** Excluding preferred capital stock and related additional paid-in capital
*** Annualized for quarterly reporting

VII. OTHER MATTERS

a) Declaration of Cash Dividends
On February 3, 2022, the Board of Directors of the Parent Company declared cash dividends to all
common shareholders of record as of February 18, 2022 amounting to P0.40 per common share. Cash
dividends for common shares was paid on March 3, 2022.

b) Contingencies
The Group is a party to certain lawsuits or claims filed by third parties which are either pending decision
by the courts or are subject to settlement agreements. The outcome of these lawsuits or claims cannot
be presently determined. In the opinion of management and its legal counsel, the eventual liability from
these lawsuits or claims, if any, will not have a material effect on the consolidated financial statements of
the Group.

c¢) Commitments
The outstanding purchase commitments of the Group as at December 31, 2021 and 2020 amounted to
P38,004 million and P31,515 million, respectively.

Amount authorized but not yet disbursed for capital projects is approximately P14,495 million and
P11,597 million as at December 31, 2021 and 2020, respectively.



d)

e)
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Foreign Exchange Rate

The foreign exchange rates used in translating the US dollar accounts of foreign subsidiaries

to Philippine Peso were closing rates of P50.999 and P48.023 in 2021 and 2020, respectively, for
consolidated statements of financial position accounts; and average rates of P49.285, P49.624 and
P51.790 in 2021, 2020 and 2019, respectively, for income and expense accounts.

Sales are affected by seasonality of customer purchase patterns. In the Philippines, food and alcoholic
beverages, including those the Group produce, generally experience increased sales during the
Christmas season. In addition, alcoholic beverages experience increased sales in the summer season,
which typically slow down in the third quarter on account of rainy weather. As a result, performance
for any one quarter is not necessarily indicative of what is to be expected for any other quarter or for
any year and the Group’s financial condition and results of operations may fluctuate significantly from
quarter to quarter.

There are no unusual items as to the nature and amount affecting assets, liabilities, equity, net income
or cash flows, except those stated in Management’s Discussion and Analysis of Financial Position and
Financial Performance.

There were no material changes in estimates of amounts reported in prior interim periods of the current
year or changes in estimates of amounts reported in prior financial years.

There were no known trends, demands, commitments, events or uncertainties that will have a material
impact on the Group's liquidity.

There were no known trends, events or uncertainties that have had or that are reasonably expected to
have a favorable or unfavorable impact on net sales or revenues or income from continuing operations.

There were no known events that will trigger direct or contingent financial obligation that is material

to the Group, including any default or acceleration of an obligation, and there were no changes

in contingent liabilities and contingent assets since the last annual reporting date, except for
“Contingencies” under this section that remain outstanding as at and for the period ended December 31,
2021.

There were no material off-statements of financial position transactions, arrangements, obligations
(including contingent obligations), and other relationship of the Group with unconsolidated entities or
other persons created during the reporting period, except for the outstanding derivative transactions
entered by the Group as at and for the period ended December 31, 2021.



26 = SAN MIGUEL FOOD AND BEVERAGE, INC.




STRENGTH TO SERVE ANNUAL REPORT 2021 = 27

Toasting
progress

Celebrations have a lot more to
do than just marking milestones.
Every toast merits honor in its
most intimate form. Capture
success in its purest with
guenching reassurance from an
age-old tradition of merriment
with gratitude. Let San Miguel
Brewery lead the toast to more
delightful successes.
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SAN MIGUEL BREWERY INC.

In 2021, the Beer business delivered improved
results from the prior year despite the continued
challenges posed by the COVID-19 pandemic. With
the easing of quarantine restrictions, coupled
with company-initiated consumption-generating
programs and direct-to-consumer initiatives,
consolidated volumes improved year-on-year,
though still lower than pre-pandemic levels.

The Beer and NAB business’ consolidated revenue
reached P116.28 billion, 8% higher than 2020.
Domestic operations contributed P105.11 billion,
while international operations contributed
US$227 million.

Cost of sales increased 8% to P71.39 billion as of
December 2021 with the higher sales volume of
both domestic and international operations, and
the increase in excise tax rate in the Philippines
effective January 2020. Domestic operations
accounted for P65.23 billion and international
operations recorded US$125 million.

Consequently, income from operations rose

to P26.92 billion, 10% higher than in 2020.
Domestic operations contributed P25.22 billion,
while international operations contributed
US$34.62 million.

Despite the slower-than-expected and uneven

pace of economic recovery due to COVID-19 and

its impact to discretionary spending, the negative
effects of periodic mobility restrictions, the
selective reimposition of liquor bans in some of
the Beer business’ selling areas, and some weather
disturbances, beer volumes moderately increased
from 2020. NAB posted significant improvement
attributed to increased availability and penetration
in untapped areas.

On the other hand, its international operations,
through San Miguel Brewing International Limited
(SMBIL), registered US$ 227 million in consolidated
revenue for the year 2021, 11% higher than last year
as a result of the 8% increase in volumes.

In 2020, SMBIL made a strategic decision to
rationalize and consolidate its China operations

to improve profitability and efficiency. SMBIL
ceased operations of its loss-generating unit, San
Miguel Baoding Brewery Co. Ltd. (SMBB) in North
China, and is currently undergoing the liquidation
process. SMBIL did not renew, upon expiry, the
joint venture agreement in Guangzhou San Miguel
Brewery Co. Ltd. (GSMB), one of its two subsidiaries
in Guangdong Province, in order to consolidate

its sales, marketing and brewing functions into
San Miguel Guangdong Brewery Co. Ltd. (SMGB)
and to improve the cost structure and efficiency of
operations in South China.

SMBIL’s local and global San Miguel brands
volumes increased 8% and 11%, respectively. Its
Indonesia operations bounced back, posting a
significant improvement in sales volumes that
were driven by programs focused on wholesalers
and distributors, as well as the market recovery in
the latter part of 2021. SMBIL's Exports business
sustained its volume growth momentum from
2020 despite the pandemic restrictions and issues
affecting global shipping operations. SMBIL

also benefitted from the additional volumes
generated by its newly launched wheat ale, San
Miguel Cerveza Blanca as well as growth driven

by its programs in the modern trade off-premise
channel in several markets. Meanwhile, South
China, Hongkong, Vietnam and Thailand recorded
declines due to the continued impact of the varying
levels of COVID-19 restrictions which negatively
affected the sales of beer, especially in the on-
premise outlets in these markets.

SMBIL'’s consolidated operating income for the
year 2021 was 41% higher than last year at US$
35 million, mainly due to improved volumes and
managed spending.

The Beer business remains optimistic about the
future of its business, despite the impacts of the
COVID-19 pandemic. Throughout its history,

SMB has demonstrated its ability to maintain
profitability through various strategic pivots and
programs. Likewise, it continues to leverage on its
strong brand equity, extensive portfolio, and broad
distribution network throughout the Philippines.



Filling up
a hation

We take inspiration from the
labor of love that we dedicate
to preparing every meal. From
farm to table, through thick and
thin, every plate is made more
delectable by sharing it with
those we love. Bring San Miguel
Foods to the table for more
delightful occasions.






= SAN MIGUEL FOOD AND BEVERAGE, INC.

32




THE STRENGTH TO SERVE ANNUAL REPORT 2021 =

B BUSINESS REVIEW

SAN MIGUEL FOODS

San Miguel Foods unlocked new levels of agility and
resilience, enabling a strong recovery for the group
in 2021. Backed by a robust strategy that focused on
innovation, capacity expansion, and efficiency in
operations, the company delivered a banner year,
with consolidated revenues of P151.0 billion, a 12%
increase over the prior year and 8% better than pre-
pandemic level in 2019.

Almost all businesses registered double-digit
revenue growth, owing to better selling prices and
higher volume, as the economy cautiously started
to open.

Among the different businesses, the Protein and
Animal Nutrition Business experienced the biggest
turnaround, recovering from the impact of both
the pandemic and African Swine Fever (ASF). Their
performance reversed the losses incurred in 2020
at the height of the lockdowns, and even exceeded
the company’s pre-pandemic performance in 2019.
From a significant drop in revenues and operating
income in 2020, the segment posted a revenue
growth of 13% and record profits, because of

better pricing of its poultry products and efficient
inventory management.

Meanwhile, the Prepared and Packaged Food
Business sustained its growth momentum, with
Purefoods Tender Juicy Hotdogs and Purefoods
Chicken Nuggets leading the way, complemented
by the growing sales of new products for health-
conscious consumers.

The Flour business also gained new impetus from
shifting its focus to the general trade even as
institutional volumes gradually recovered.

Overall, the Food division’s consolidated operating
income more than doubled to P11.5 billion, while
net income surged to P7.6 billion, a three-fold
increase from 2020. EBITDA increased by 39% to
P17.0 billion.
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ANIMAL NUTRITION AND HEALTH

The Animal Nutrition and Health segment
expanded by 12% owing to sustained volume
increases of free-range fowl, layer, duck, and
aquatic feeds.

Hog feeds, which had been constricted through
the first three quarters of the year, finally showed a
slight recovery in the fourth quarter as hog farms
started to repopulate with the waning of ASE. For
total year, however, hog feeds still posted a slight
decline.

Meanwhile, the demand for broiler feeds which was
weak in the first half of the year due to the heavy
losses incurred by poultry raisers in 2020, made a
substantial recovery in the second half with better
supply of day-old chicks.

Free-range fowl feeds, layer, duck, and aqua feeds
performed strongly on the back of intensive
penetration activities, farm conversions, and
aggressive market share grab. The superior
quality of feeds coming from the company’s
newly built feed mills further boosted the brand’s
competitiveness in the market.

Augmenting the topline growth of the segment
were our Animal Health Care products as well
as Nutri Chunks dog food which benefited from
an intensified product awareness campaign and
continuous placement in pet shops, breeder
associations, and other retail stores.

PROTEIN

The Protein segment, consisting of Magnolia
Chicken and Monterey Meats businesses, generated
revenue growth of 14%.

Overcoming the massive build-up of inventory

and weak pricing caused by the pandemic-related
market constriction in 2020, the business managed
to turn things around in 2021. Through a deliberate
expansion of market reach and opening of new
distribution areas, the business was able to maintain
a minimum level of inventory for the entire year,
allowing chicken prices to recover. By the end of
2021, prices were back to pre-pandemic levels.

Poultry volumes also received a boost from the
growing network of community-based, non-

traditional selling channels as well as the gradual
recovery of lechon manok and other foodservice
outlets.

With the primary strategy of growing its value-
added portfolio, Poultry launched Magnolia
Chicken Timplados, marinated and ready to cook
chicken dishes that offer convenient and tasty
options to busy moms. New variants launched in
2021 include Spicy Wings, Oriental Wings, Inasal,
Spicy Fried Chicken, Fried Drumsticks, Roasters
Lemon Herb, and Roasters Smoked Pepper. While
these marinated chicken products were previously
produced in-store at Magnolia Chicken Stations, the
new packaged Timplados are now more efficiently
and consistently produced in Poultry’s processing
plants.

Meanwhile, Monterey Meats continued to benefit
from favorable selling prices which compensated
for the volume slowdown coming from the
downsizing of operations.

PREPARED AND PACKAGED FOOD

Consolidated revenues of the Prepared and
Packaged Food segment grew 6% from 2020, driven
by the growth of value-added meats.

Purefoods-Hormel revenue increased by 10%, as
focus on high-value products uplifted its portfolio
mix. Core products, Purefoods Tender Juicy
Hotdogs, Purefoods Nuggets, and Purefoods Bacon
led the way by collectively posting above average
growth.

Sales of canned products, which surged during
the lockdowns in 2020, normalized in 2021, but
still registered high double-digit growth vs. pre-
pandemic level.

We continued to expand our footprint in the Ready-
to-Eat market by driving the growth of our new
products which give consumers easier-to-prepare
meals as well as healthy value-added protein
alternatives. Adding to the Ready-to-Eat product
line, we launched Chicken Caldereta, Chicken Curry,
Beef Mechado, and Pininyahang Manok. We also
introduced Korean-inspired dishes under our plant-
based ready-to-eat Veega line, particularly Bulgogi
and Spicy Soy Garlic Balls as well as fully vegan
versions of Tapa, Tocino, and Adobo Flakes.
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WE CONTINUED TO EXPAND OUR FOOTPRINT IN THE READY-TO-EAT

MARKET BY DRIVING THE GROWTH OF OUR NEW PRODUCTS WHICH

GIVE CONSUMERS EASIER-TO-PREPARE MEALS AS WELL AS HEALTHY

VALUE-ADDED PROTEIN ALTERNATIVES.

Purefoods Cheesy Corndog was introduced as a
snack alternative, along with favorite fried viands
Purefoods Pork Katsu, Chicken Katsu, Spicy
Chicken Nuggets, Star Chick ‘n Cheese Nuggets,
and Purefoods Crispy Fried Chicken in Classic, Soy
Garlic, Garlic Parmesan flavors.

Both the mainstay products and new product
launches were supported by various advertising
campaigns and consumer promotions.
Complementing these was an extensive
merchandising presence in the trade to reach
consumers at point-of-sale.

Meanwhile, the dairy and spreads businesses which
benefited from a surge during the lockdown, saw

a 2% drop in revenue as interest in home baking
waned with the easing of quarantine restrictions.
Despite this, core brands Star, Dari Creme,
Buttercup and Cheezee continued to grow. Volume
was also boosted by the newly launched retail
packs of Magnolia salad aids, namely Magnolia
Real Mayonnaise, Magnolia Sandwich Spread, and
Magnolia Creamy Chicken Spread, as consumers
have shown a preference for their taste profile.

In the ice cream category, the strategy was to focus
on the premium segment and deploy the Magnolia
Gold Label line, with the inclusion of carabao’s milk
in all the flavors. In addition to the classic flavors,
new flavors like Smores, Taro White Cheese, Tablea
Yema, Mango Dark Chocolate, and Ube Keso were
introduced.

In coffee, San Mig Sugar free posted significant
growth, and to latch onto the trend towards
premiumization, the business introduced Moccona
Freeze Dried Instant Coffee, Moccona Café Style
Coffee Mix, and L'OR Capsules, premium coffee
brands of joint venture partner Jacob-Douwe
Egberts (JDE).

Magnolia underwent a review of its portfolio

in 2021, leading to a decision to rationalize
underperforming products, particularly biscuits,
jelly snacks, and cooking oil. Net of these products,
the revenue of Magnolia would have registered a
growth of 2%.

To bring our prepared and packaged food products
closer to more Filipino households, we penetrated
more sari-sari stores and community-based non-
traditional channels throughout 2021. We also
increased our presence in different e-commerce
platforms to provide our consumers better access to
their favorite products.

In order to facilitate the uphill climb to recovery

in food service after the pandemic-induced

slump in the channel, Great Food Solutions,

the division’s food service arm, heightened its
customer engagement and provided continued
support through virtual product ideation sessions
and product launches that were aligned with the
consumers’ clamor for variety and healthy food.
This strategy enabled GFS to introduce Veega into
key accounts like S&R (for their healthy burger line
and salads), 7-11 (for non-meat Veega Nuggets),
Conti’s (selected favorites made healthy with Veega)
and in pioneering the non-meat burger offering of
Zark’s.

FLOUR

The Flour business capped the year with a strong
revenue growth of 17%. Coupled with a gradual
recovery of its institutional market, the business
also focused on growing volumes in general trade.
Volumes grew double-digit with an aggressive
market share grab from competitors, and the
recruitment of new dealers to carry its products in
Visayas and Mindanao.
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B BUSINESS REVIEW

Ginebra San Miguel Inc. (GSMI) approached 2021
with cautious optimism as the year continued to
bear the repercussions and challenges from the
COVID-19 pandemic that started the year before.
The company operated with the same level of
resilience and agility that carried it through 2020,
thereby allowing it to successfully navigate through
varying degrees of uncertainty.

As aresult, GSMI had another stellar year,
delivering a record performance for the second time
in a row. Consolidated revenues amounted to P42.5
billion, 17% higher than the P36.2 billion reported
in the same period in 2020. This was the result of
volumes reaching an all-time high of almost 42
million cases, an 8% increase from 2020 and 17%
higher than 2019 pre-pandemic levels.

Operating income grew 39% to P5.3 billion, while
EBITDA, rose 26% to P6.3 billion during the period.
Net income, on the other hand, jumped 52% to P4.2
billion, the highest net income in its history. This is
also 150% higher than 2019 pre-pandemic levels.

In many ways, GSMI defied the norm of the
pandemic where many corporate earnings were
hit, especially for discretionary products, more so
two years in a row. However, its overall financial
performance is also a reflection of the quality of
execution and dedication of its team—taking to
heart the lessons learned at the beginning of the
pandemic and capitalizing on opportunities.

One key factor to the company’s sustained success
is the strong brand equity of Ginebra San Miguel.
Even at the height of the pandemic, investments in
brand-building never wavered. It always ensured
brand awareness was kept high and its campaigns
remained relevant and attuned to sentiments at
the time.

Its thematic campaign for flagship Ginebra San
Miguel called “Bagong Tapang” resonated well
amongst its consumers. Released just a day before
2021, communication centered on drawing a more
intense kind of courage and resolve to go through
these challenging times, while also emphasizing the
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THE COMPANY OPERATED
WITH THE SAME LEVEL OF
RESILIENCE AND AGILITY THAT
CARRIED IT THROUGH 2020.

need for unity, resilience, and hope. In recognition
of the power of its messaging, it was awarded the
grand prize of Kantar’s Creative Effectiveness Award
and was among the winners in Southeast Asia in
the same category.

For emerging brand GSM Blue, its latest marketing
campaign “Choose What's True” highlighted the
value of making authentic choices while Primera
Light Brandy’s “Salamats, Pri” was about being
grateful for life's simple joys amidst the pandemic.
Both ads were well-received and contributed to
GSMTI's total volume growth.

These campaigns were further supported by
national and local consumer promos to help spur
more consumption, aggressive market penetration
activities for push brands and continued expansion
of distribution channels throughout the year.

But apart from keeping its brands in the minds of
consumers and its products available on shelves,
GSMI also made operational adjustments to its
supply chain to ensure that there were minimal
disruptions in its bottling and distillery operations,
second-hand bottle retrieval activities and raw
material shipments.

All told, GSMI has emerged as a stronger and more
resilient company since the pandemic began. And
despite stronger headwinds ahead, it will endeavor
to remain agile in its operations and strive harder
to continue advancing its position in the hard
liquor industry.
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As of December 31, 2021

Mr. Ramon S. Ang

Vice Chairman, President and Chief Executive Officer
Executive Director

Chairman, Executive Committee

Mr. Francisco S. Alejo III
Chief Operating Officer for Food
Executive Director

Member, Executive Committee

Mr. Roberto N. Huang
Chief Operating Officer for Beer
Executive Director

Member, Executive Committee

Mr. Emmanuel B. Macalalag
Chief Operating Officer for Spirits
Executive Director

Member, Executive Committee
(elected on June 2, 2021)

Mzr. Ferdinand K. Constantino
Treasurer

Non-executive Director

Member, Audit Committee

Member, Board Risk Oversight Committee

Member, Related Party Transactions Committee
(elected on June 2, 2021)

Ms. Aurora T. Calderon
Non-executive Director
Member, Audit Committee

Mr. Joseph N. Pineda
Non-executive Director

Mr. Menardo R. Jimenez
Non-executive Director

Member, Board Risk Oversight Committee
Member, Corporate Governance Committee

Ms. Ma. Romela M. Bengzon

Non-executive Director

Mr. Francis H. Jardeleza
Non-executive Director

Mr. Carmelo L. Santiagof
(until expiry of his term on June 2, 2021)

Independent and Non-executive Director
Chairman, Related Party Transactions Committee
Member, Board Risk Oversight Committee

Member, Corporate Governance Committee
1 Passed away on August 6, 2021

Mzr. John Paul L. Ang (elected on June 2, 2021)
Non-executive Director

Ms. Minita V. Chico-Nazario!

Lead Independent and Non-executive Director
Chairperson, Corporate Governance Committee
Member, Related Party Transactions Committee

Member, Board Risk Oversight Committee
t Passed away on February 16, 2022

Mr. Ricardo C. Marquez

Independent and Non-executive Director
Chairman, Board Risk Oversight Committee
Member, Audit Committee

Member, Corporate Governance Committee

Mr. Cirilo P. Noel

Independent and Non-executive Director
Chairman, Audit Committee

Member, Related Party Transactions Committee

Member, Corporate Governance Committee
(elected on June 2, 2021)

Mr. Winston A. Chan
Independent and Non-executive Director

Chairman, Related Party Transactions Committee
(elected on June 2, 2021)

Member, Audit Committee
Member, Board Risk Oversight Committee

(elected on June 2, 2021)



Ramon S. Ang, Filipino, 68, was appointed President and
Chief Executive Officer of the Company on July 5, 2018.
He is also the Vice Chairman of the Company, a position
he has held since May 13, 2011. He has been a director of
the Company since May 22, 2001 and a member of the
Company’s Executive Committee (since April 25, 2002).
He was a member of the former Executive Compensation
Committee (from November 2013 to May 2017). He

also holds, among others, the following positions: Vice
Chairman, President and Chief Executive Officer of listed
company San Miguel Corporation; Chairman, President,
Chief Executive Officer and Chief Operating Officer of SMC
Global Power Holdings Corp.; Chairman and President

of Privado Holdings Corporation, San Miguel Holdings
Corp., San Miguel Equity Investments Inc., San Miguel
Properties, Inc., San Miguel Infrastructure Corporation
and San Miguel Energy Corporation; Chairman of listed
companies Eagle Cement Corporation, San Miguel
Brewery Hong Kong Limited (listed in the Hong Kong
Stock Exchange) and Petron Malaysia Refining and
Marketing Bhd. (a company publicly listed in Malaysia),
public company San Miguel Brewery Inc., and private
companies San Miguel Yamamura Packaging Corporation,
San Miguel Foods, Inc., San Miguel Mills, Inc., Magnolia
Inc., The Purefoods-Hormel Company, Inc., San Miguel
Super Coffeemix Co., Inc., Clariden Holdings, Inc., Anchor
Insurance Brokerage Corporation, Philippine Diamond
Hotel & Resort Inc. and Manila North Harbour Port, Inc.
He is also the President and Chief Executive Officer of
listed companies Top Frontier Investment Holdings, Inc.
and Petron Corporation, and private company Northern
Cement Corporation; and President of listed company
Ginebra San Miguel Inc. He is also the sole director of
Master Year Limited (Cayman Islands). Mr. Ang holds

a Bachelor's Degree in Mechanical Engineering from

Far Eastern University, and a Doctorate in Business
Engineering, Honoris Causa, from the same university.

Francisco S. Alejo III, Filipino, 73, was appointed

Chief Operating Officer - Food on July 5, 2018. Before

this appointment, he was the President of the Company
(from May 2005 to July 2018). He has been an executive
director of the Company since May 22, 2001 and a member
of the Company's Executive Committee (since April 25,
2002). He was a member of the former Nomination and
Hearing Committee (from May 2005 to May 2017). He also
holds the following positions: Chairman of Golden Food
Management, Inc., San Miguel Pure Foods (Vn) Co., Ltd.,
Golden Bay Grain Terminal Corporation, Golden Avenue
Corp., and San Miguel Foods International, Limited;
President of San Miguel Foods, Inc., San Miguel Mills,
Inc., The Purefoods-Hormel Company, Inc., San Miguel
Super Coffeemix Co., Inc. and Magnolia Inc.; Director

of listed company Ginebra San Miguel Inc. and private
companies San Miguel Foods & Beverage International
Limited (BVI) and San Miguel Foods Investment (BVI)
Limited; and President Commissioner of PT San Miguel
Foods Indonesia. Mr. Alejo holds a Bachelor's Degree in
Business Administration from De La Salle University, and
is a graduate of the Advanced Management Program of
Harvard Business School.
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Roberto N. Huang, Filipino, 73, was appointed Chief
Operating Officer - Beer on July 5,2018. He has been an
executive director of the Company since January 9, 2019
and member of the Company’s Executive Committee
since February 6, 2019. Mr. Huang is Director and
President of San Miguel Brewery Inc., a position that

he has held since May 2009. He is also a member of
San Miguel Brewery Inc.’s Executive Committee. He is
likewise Director of San Miguel Brewing International
Limited and San Miguel Brewery Hong Kong Limited;
and Chairman and President of Iconic Beverages, Inc.,
Brewery Properties Inc. and Brewery Landholdings,

Inc. Mr. Huang holds a Bachelor of Science Degree

in Mechanical Engineering from Mapua Institute of
Technology and completed academic requirements for a
Master's Degree in Business Administration from De La
Salle University.

Emmanuel B. Macalalag, Filipino, 56, was appointed
Chief Operating Officer - Spirits on July 5, 2018. He

has been an executive director of the Company since
January 9, 2019 and member of the Company’s Executive
Committee since June 2, 2021. Mr. Macalalag is General
Manager of Ginebra San Miguel Inc. (GSMI). He currently
holds the following positions in the various subsidiaries
and affiliate of GSMI: Director and General Manager

of Distileria Bago, Inc. and East Pacific Star Bottlers
Phils Inc., and Director of Agricrops Industries Inc.,
Crown Royal Distillers, Inc., Healthy Condiments, Inc.,
Thai San Miguel Liquor Company Limited and GSM
International Holdings Limited. He previously held

the following positions in GSMI: Manufacturing Group
Manager and Manufacturing Operations Group Manager.
Mr. Macalalag obtained his Bachelor of Science in
Mathematics degree from De La Salle University (DLSU),
Manila where he graduated cum laude. He also holds

a Master's degree in Mathematics from DLSU and PhD
degree in Operations Research from the University of
Melbourne, Australia.

Ferdinand K. Constantino, Filipino, 70, was appointed
Treasurer of the Company on July 5, 2018. He has been a
non-executive director of the Company since January 9,
2019, and member of the Company’s Board Risk Oversight
Committee since February 6, 2019. Mr. Constantino is
Director of San Miguel Brewery Inc., San Miguel Aerocity
Inc. and San Miguel Foods International, Limited. He
also holds, among others, the following positions:

Group Chief Finance Officer and Treasurer of San Miguel
Corporation; Director of Philippine Stock Exchange, Inc.,
Securities Clearing Corporation of the Philippines, and
listed company Petron Malaysia Refining & Marketing
Bhd. (a company publicly listed in Malaysia); President of
Anchor Insurance and Brokerage Corporation; Director
of San Miguel Yamamura Packaging Corporation, SMC
Skyway Corporation, Clariden Holdings, Inc., San Miguel
Holdings Corp., and Northern Cement Corporation;
Director and Treasurer of San Miguel Equity Investments
Inc.; and Chairman of San Miguel Foundation, Inc., SMC
Stock Transfer Services Corporation, and San Miguel
Integrated Logistics Services, Inc. Mr. Constantino

holds a Bachelor of Arts Degree in Economics from the
University of the Philippines and completed academic
requirements for a Master’s Degree in Economics from
the University of the Philippines.
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Aurora T. Calderon, Filipino, 67, has been a non-
executive director of the Company since January 9,

2019, and member of the Company’s Audit Committee
since February 6, 2019. Ms. Calderon is the Senior Vice
President-Senior Executive Assistant to the President
and Chief Executive Officer of San Miguel Corporation
(SMC). She is a member of the Corporate Governance
Committee of SMC. She holds the following positions in
other publicly listed companies, namely: Director and
Treasurer of Top Frontier Investment Holdings, Inc.;

and Director of Petron Corporation, Petron Malaysia
Refining and Marketing Bhd. (a company publicly listed
in Malaysia) and Ginebra San Miguel Inc. She is the
Chairman and President of East Pacific Star Bottlers Phils
Inc., Agricrops Industries Inc. and Crown Royal Distillers,
Inc. She is also a member of the board of directors of
SMC Global Power Holdings Corp., Petron Marketing
Corporation, Petron Freeport Corporation, New

Ventures Realty Corporation, Las Lucas Construction

and Development Corporation, Thai San Miguel Liquor
Company Limited, and San Miguel Equity Investments
Inc. She was formerly a Director of Vega Telecom, Inc.
and Bell Telecommunications Philippines, Inc. A certified
public accountant, Ms. Calderon graduated magna cum
laude from the University of the East with a degree in

BS Business Administration, major in Accountancy.

She finished her Masters in Business Administration at
Ateneo de Manila University (without thesis). In addition,
Ms. Calderon holds directorships in various SMC
domestic and international subsidiaries.

Joseph N. Pineda, Filipino, 59, has been a non-
executive director of the Company since June 5, 2019.
He is currently the Senior Vice President and Deputy
Chief Finance Officer of listed company San Miguel
Corporation; Chairman of SMC Shipping and Lighterage
Corporation and Process Synergy, Inc.; and Director and
Treasurer of San Miguel Holdings Corp., South Premiere
Power Corp., SMC Stock Transfer Service Corporation,
and SMITS, Inc. He serves as Director for Sea Refinery
Corporation, Anchor Insurance Brokerage Corp., San
Miguel Equity Investments Inc., SMC TPLEX Holdings
Company, Inc., San Miguel Integrated Logistics Services,
Inc., San Miguel Aerocity Inc. and Philippine Dealing
System Holdings, Corp. He is also the Treasurer of San
Miguel Energy Corporation, Strategic Power Devt. Corp.
and San Miguel Northern Cement, Inc. Mr. Pineda holds
a Bachelor of Arts Degree in Economics from San Beda
College and took Masters in Business Administration
units in De La Salle University.

Menardo R. Jimenez, Filipino, 89, has been a non-
executive director of the Company since April 25,
2002. He is a member of its Board Risk Oversight
Committee (since May 12, 2017) and Corporate
Governance Committee (since February 6, 2019). He
was previously a member of its Audit Committee
(from June 2008 to February 2019) and Related Party
Transactions Committee (from May 2017 to February
2019). He was Chairman of the former Executive
Compensation Committee (from May 2006 to May
2017) and Nomination and Hearing Committee (from
November 2013 to May 2017). Mr. Jimenez is a Director
of listed company San Miguel Corporation and private
company Magnolia Inc. He is the Chairman of several

Philippine companies, including Majent Management
and Development Corporation, Coffee Bean and Tea Leaf
Holdings, Inc., Dasoland Holdings Corporation, Menarco
Property Development & Management Corporation,

and Meedson Properties Corporation. He was previously
Chairman of United Coconut Planters Bank (from 2011

to 2017). Mr. Jimenez holds a Bachelor’s Degree in
Commerce from Far Eastern University and is a Certified
Public Accountant. Among others, he was conferred
Doctorates in Business Management Honoris Causa by
University of Pangasinan and Pamantasan ng Lungsod ng
Maynila.

Ma. Romela M. Bengzon, Filipino, 61, has been a non-
executive director of the Company since May 11, 2018.
Atty. Bengzon is currently a director of private company
Petron Marketing Corporation. She was previously a
director of Petron Corporation, Webforge Philippines,
Diezmo Realty Inc. and Geonobel Philippines. She

is Managing Partner of the Bengzon Law Firm. Atty.
Bengzon holds a Bachelor of Arts Degree in Political
Science from University of the Philippines and a Bachelor
of Laws Degree from Ateneo de Manila University School
of Law. She is also a member of the New York State Bar
and a graduate of the Harvard Business School Officers
and President Management (OPM) Program 51.

Francis H. Jardeleza, Filipino, 72, has been a non-
executive director of the Company since August 5,
2020. He is also currently a director of listed companies
Ginebra San Miguel Inc. and Petron Corporation. He

is likewise an incumbent director of MORE Electric

and Power Corporation and was a director of EastWest
Bank from April 2021 to January 2022. Mr. Jardeleza is
aretired Associate Justice of the Supreme Court (from
August 2014 to September 2019) and former Solicitor
General of the Philippines (from February 2012 to August
2014). Prior to the several positions he held in public
service, Mr. Jardeleza was the Senior Vice President and
General Counsel of San Miguel Corporation (from 1996
to 2010). Mr. Jardeleza holds a Bachelor of Arts, Major
in Political Science, and a Bachelor of Laws Degree from
the University of the Philippines. He also completed the
Master of Laws Program at Harvard Law School.

Carmelo L. Santiago', Filipino, who passed away on
August 6, 2021, was an independent and non-executive
director of the Company from August 12, 2010 to

June 2, 2021. He was the Chairman of the Company’s
Related Party Transactions Committee (from February

6, 2019 to June 2, 2021) and a member thereof (from

May 12, 2017 to June 2, 2021). He was also a member of
the Company’s Board Risk Oversight Committee and
Corporate Governance Committee, both from May 12,
2017 to June 2, 2021. Previous to these positions, Mr.
Santiago served as the Chairman of the Audit Committee
(from November 2013 to February 2019), Chairman of the
former Nomination and Hearing Committee (from May
2011 to May 2017) and member of the former Executive
Compensation Committee (from June 2008 to May 2017).
He was an Independent Director of public company San
Miguel Brewery Inc.; and Director of Terbo Concept,

Inc. and Aurora Pacific Economic Zone and Freeport
Authority. He was also an Independent Non-Executive
Director of San Miguel Brewery Hong Kong Limited. Mr.



Santiago was the Founder and Chairman of Melo’s Chain
of Restaurants and the Founder of Wagyu Restaurant.
Mr. Santiago obtained a Bachelor’s Degree in Business
Administration from University of the East.

John Paul L. Ang, Filipino, 42, is a non-executive
director of the Company since June 2, 2021. Heis a
director of listed companies Petron Corporation (since
March 9, 2021) and San Miguel Corporation (since
January 21, 2021), and holds the following positions in
listed company Eagle Cement Corporation: President
and Chief Executive Officer (since 2008), Director (since
2010), Chairman of its Executive Committee (since 2017)
and member of its Audit Committee (since 2020). He was
a member of Eagle Cement Corporation’s Nomination
and Remuneration Committee (from February 13, 2017
to July 15, 2020). He is likewise the President and Chief
Executive Officer of South Western Cement Corporation
(since 2017) and Director of KB Space Holdings, Inc.
(since 2016). Mr. Ang holds a Bachelor of Arts Degree
from Ateneo de Manila University.

Minita V. Chico-Nazariof, Filipino, was an independent
and non-executive director of the Company until her
demise on February 16, 2022. She held these positions
since May 8, 2015. She was also Chairman of the
Company’s Corporate Governance Committee (since May
12, 2017) and member of the Related Party Transactions
Committee (since May 12, 2017), and Board Risk
Oversight Committee (since February 6, 2019). Previous
to these positions, she was a member of the Company’s
Executive Committee and Audit Committee (from May
2015 to February 2019). Justice Nazario was likewise an
Independent Director of listed companies Top Frontier
Investment Holdings, Inc. and Ginebra San Miguel Inc.,
and private company San Miguel Properties, Inc.; and
Director of Philippine Grains International Corporation
and Mariveles Grain Corporation. She was also a Legal
Consultant of United Coconut Planters Bank and Tan
Acut Lopez & Pison Law Offices. She was also the Dean
of the College of Law of the University of Perpetual

Help System DALTA in Las Pifias City. She served the
Judiciary in various capacities for 47 years, with the last
position she held being Associate Justice of the Supreme
Court (from February 2004 to December 2009). Justice
Nazario obtained a Bachelor of Arts and a Bachelor of
Laws Degree from University of the Philippines and is a
member of the New York State Bar.

Ricardo C. Marquez, Filipino, 61, has been an
independent and non-executive director of the
Company since March 16, 2017. He is also Chairman

of the Company’s Board Risk Oversight Committee
(since May 12, 2017) and a member of the Company'’s
Audit Committee (since March 16, 2017) and Corporate
Governance Committee (since May 12, 2017). He was
previously a member of the Related Party Transactions
Committee (from May 2017 to February 2019). Gen.
Marquez is likewise currently an Independent Director
of listed companies Eagle Cement Corporation and Top
Frontier Investment Holdings, Inc., and a member of the
Board of Trustees of the Public Safety Mutual Benefit
Fund, Inc. Gen. Marquez held several positions in the
Philippine National Police (PNP) before he became Chief
of the PNP from July 2015 to June 2016. Gen. Marquez
holds a Bachelor of Science Degree from the Philippine
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Military Academy, and a Masters in Management Degree
from Philippine Christian University.

Cirilo P. Noel, Filipino, 65, has been an independent and
non-executive director of the Company since September
12, 2018. He is the Chairman of the Audit Committee since
February 6, 2019 and member thereof since September
12, 2018. He is also a member of the Related Party
Transactions Committee since February 6, 2019 and the
Corporate Governance Committee since June 2, 2021. Mr.
Noel currently serves as Director of LH Paragon Group,
Amber Kinetics Holding Co., Transnational Diversified
Corporation, Eton Properties, Inc. and Golden ABC, and
listed companies Globe Telecom, Inc., Robinsons Retail
Holdings, Inc. and First Philippine Holdings Corporation.
He is also Chairman of Palm Concepcion Power
Corporation and a member of the Board of Trustees of

St. Luke's Medical Center-Quezon City, St. Luke's Medical
Center of College of Medicine and St. Luke’s Medical
Center Foundation, Inc. Mr. Noel is affiliated with the

Makati Business Club and Harvard Club of the Philippines.

He was a former member of the ASEAN Business Club and
a former Trustee of the SGV Foundation. He held various
positions in SGV & Co., the last of which was Chairman
and Managing Partner (from February 2010 to June 2017).
Alawyer and certified public accountant, Mr. Noel holds
a Bachelor of Science Degree in Business Administration
from University of the East, a Bachelor of Laws Degree
from Ateneo de Manila University School of Law and a
Masters Degree in Law from Harvard Law School. He is
also a fellow of the Harvard International Tax Program
and attended the Management Development Program at
the Asian Institute of Management.

Winston A. Chan, Filipino, 66, is an independent

and non-executive director of the Company, as well as

a member of the Company’s Audit Committee since
February 6, 2019. Since June 2, 2021, he is also the
Chairman of the Company'’s Related Party Transactions
Committee. He is currently an Independent Director of
listed company Leisure & Resorts World Corporation,

a member of the Audit Committee of PT Delta Djakata
Tbk, and a Director of private companies Kairos Business
Solutions, Inc. and DataOne Asia (Philippines), Inc. In
the last five years, Mr. Chan served as Member of the
Board of Directors of Letran Alumni Association (January
2018 to July 2019), Advisor to the Board of Directors of
listed company 2GO Group, Inc. (January to October
2018), Chairman of the ICT Scholarship Committee

of SGV Foundation (July 2002 to June 2017), and held

the following positions in SGV & Co.: Management
Committee Member and Managing Partner, Advisory
Services, (July 2007 to June 2017) and Advisory Committee
Member (July 2016 to June 2017). He was also Asia
Coordinating Partner for EY Global 360 Accounts: Procter
& Gamble, Bayer, Goodyear Tires and Sony (July 2007

to June 2017). Mr. Chan holds a Bachelor of Science
Degree in Accountancy from Colegio de San Juan de
Letran, and is a Certified Information Systems Manager,

a Certified Information Systems Auditor, and a Certified
Public Accountant. He also completed the Advanced
Management Program at Harvard Business School, the
Advanced Business Strategy Course at INSEAD Singapore,
and the Management Development Program at Asian
Institute of Management.

43



44 = SAN MIGUEL FOOD AND BEVERAGE, INC.

= Key Executives

Ramon S. Ang
Vice Chairman, President and Chief Executive Officer

Francisco S. Alejo III
Chief Operating Officer - Food

Roberto N. Huang
Chief Operating Officer - Beer

Emmanuel B. Macalalag
Chief Operating Officer - Spirits

Ferdinand K. Constantino
Treasurer

Ildefonso B. Alindogan
Vice President, Chief Finance Officer and Chief Strategy Officer

Alexandra Bengson Trillana
Corporate Secretary, Compliance Officer and General Counsel
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= Corporate Governance

San Miguel Food and Beverage, Inc., formerly San Miguel Pure Foods Company Inc. (“the Company”) recognizes
that good governance helps the business to deliver strategy, generate and sustain shareholder value and safeguard
shareholders’ rights and interests. The Company’s Board of Directors, management and employees adhere to the
highest standards of corporate governance as a vital component of sound business management.

The Company, together with its intermediate parent San Miguel Corporation (SMC), has adopted a Manual on
Corporate Governance that is aligned with the new Code of Corporate Governance for Publicly-Listed Companies
issued by the Securities and Exchange Commission (SEC) in November 2016 (the “New CG Code”). The Company'’s
Board of Directors, led by its Vice Chairman, Mr. Ramon S. Ang, believes in conducting its business affairs in a fair
and transparent manner and in maintaining the highest ethical standards in all the Company’s business dealings.

The Company continues to review and strengthen its policies and procedures, giving due consideration to areas
that, for the best interests of the Company and its stockholders, need further improvement.

BOARD OF DIRECTORS

Compliance with the principles of good corporate governance starts with the Company’s Board of Directors

(the “Board”), who believes in conducting the affairs of the Company in a fair and transparent manner and in
maintaining the highest ethical standards in all the Company’s business transactions. The members of the Board,
as well as the senior management of the Company and key finance personnel, have undergone the requisite
training on corporate governance, which embraces anti-corruption training.

The Board is primarily responsible for promoting the Company’s long-term growth and success and determining
its mission, strategy and objectives. It is the Board's responsibility to secure and maintain the Company’s
competitive edge in a manner consistent with its fiduciary duties. Directors actively participate on a fully
informed basis, in good faith, with due diligence and care, and in the best interests of the Company, its
shareholders and other stakeholders during Board and Committee meetings. They seek clarification and provide
their inputs on matters taken up at the meetings. They give recommendations when necessary or appropriate

to protect the interests of the Company and its stakeholders. The Company has no shareholder agreements,
provisions in its by-laws, or other arrangements that constrain the directors’ ability to vote independently. Neither
does the Company have voting trust agreements, confidentiality agreements and such other agreements that

may impact the control, ownership and strategic direction of the Company. Directors with material interest in a
transaction affecting the Company are required to abstain from taking part in the deliberations for the approval of
the transaction.

In this connection, the Board exercises oversight responsibilities on the business affairs of the Company,

reviews and approves the Company’s financial statements, and ensures the presence of adequate and effective
internal control mechanisms in the Company to manage business risk, as well as potential conflict of interest of
management, the Board and the shareholders. The directors consider that the Company'’s financial statements
have been prepared in conformity with the Philippine Financial Reporting Standards and reflect amounts that are
based on the best estimates and reasonable, informed and prudent judgment of management and the Board with
an appropriate consideration to materiality.
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Composition and Qualification

The Board consists of 15 members who hold at least one share each in the capital stock of the Company. All

15 incumbent directors of the Company are proven to possess integrity and probity in addition to the other
qualifications of a director specified in the Company’s Manual on Corporate Governance. Directors are elected

by the stockholders with voting rights during the Annual Stockholders’ Meetings (ASM), or in case a vacancy
occurs in the Board other than by removal or expiration of term, by the vote of at least a majority of the remaining
directors, if still constituting a quorum. The Board members hold office for one year and until their successors
are duly elected and qualified in accordance with the Company’s By-laws and applicable laws and regulations. A
director elected to fill a vacancy, however, serves only for the unexpired term of the predecessor in office.

A process of selection to ensure a mix of competent directors aligned with the Company's strategic directions

is implemented. The broad range of skills, expertise and experience of the directors in the fields of business,
finance, accounting and law ensures comprehensive evaluation of, and sound judgment on, matters relevant

to the Company's businesses and related interests. More than 50% of the Board of Directors of the Company is
comprised of non-executive directors. The Company’s orientation program for new or first time directors, wherein
such directors are given an overview of the Company, including the Company’s history, business, the industry
and categories it participates in, product portfolio, brands, corporate structure, its Articles of Incorporation and
By-laws (including the Company’s ASM and Board meeting schedules), operations and plans of its businesses,
financial performance, core value, vision and strategic thrusts, Board Committees, key management and other
relevant matters necessary and desirable to enable the new director to contribute effectively in Board meetings
and faithfully fulfill his/her duties and responsibilities to the Company, ensures meaningful discussion and
participation of the Board in the governance of the Company. Copies of the Company’s Manual on Corporate
Governance, Charter of the Board of Directors, Code of Business Conduct and Ethics, Cash Dividend Policy, Policy
on Securities Dealing, Conflict of Interest Policy, Related Party Transactions Policy, Personal Data Privacy Policy,
Whistle-Blowing Policy, Group Policy on Solicitation or Acceptance of Gifts, and Board Diversity Policy are also
provided to the new director, for his/her guidance. In this regard, while a new director orientation briefing was
conducted on October 30, 2020 for Justice Francis H. Jardeleza, who was elected to the Board of Directors on
August 5, 2020, the Company did not elect a first time director in 2021.

Independent and Non-Executive Directors

Mr. Carmelo L. Santiagof, retired Justice Minita V. Chico-Nazario', retired Gen. Ricardo C. Marquez, Mr. Cirilo P.
Noel and Mr. Winston A Chan served as independent and non-executive directors of the Company in 2021. Mr.
Santiago, however, was no longer re-elected as independent director during the ASM on June 2, 2021 pursuant to
SEC Memorandum Circular No. 4, Series of 2017, which bars the re-election of an independent director who has
served as such in the same company for a maximum cumulative term of nine years. Hence, by the end of the fiscal
year on December 31, 2021, four out of the 15 incumbent members of the Board were independent directors.

The Company is therefore compliant with the Revised Corporation Code, which requires corporations vested with
public interest to have independent directors constituting at least 20% of its board of directors. Moreover, one

of such independent directors, retired Justice Minita V. Chico-Nazario, who served as such until her demise on
February 16, 2022, was female. All the independent directors of the Company have no ties to its management and
substantial shareholders.

The Company defines an independent director as a director who, apart from their fees (if any) and shareholdings,
has no business or relationship with the Company, which could, or could reasonably be perceived to, materially
interfere with the exercise of their independent judgment in carrying out their responsibilities as a director.
Among others, independent directors have the power and authority to review related party transactions entered
into by the Company at any time.

The independent directors of the Company are nominated and elected in accordance with the rules of the SEC.
Accordingly, with the New CG Code taking effect as of January 1, 2017, an independent director may serve as such
for a maximum cumulative term of nine (9) years. After which, the independent director, will be perpetually
barred from re-election as such in the Company, but may continue to qualify for nomination and election as a non-
independent director. However, in the instance that the Company would want to retain an independent director
who has served for nine years, the Board should provide meritorious justification and seek shareholders’ approval
during the ASM.
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Further, in business conglomerates such as the San Miguel Group of which the Company is a part, an independent
director may be elected as such to only five corporations of the conglomerate.

Pursuant to these rules, each independent director of the Company issues and submits to the Corporate Secretary
for filing with the SEC together with the Definitive Information Statement for the ASM, a certification confirming
that he/she possesses all the qualifications and none of the disqualifications of an independent director at the
time of his/her election and /or re-election.

Moreover, in observance of the New CG Code, the non-executive directors of the Company shall concurrently
serve as directors up to a maximum of five publicly listed companies to ensure that they have sufficient time to
fully prepare for meetings, challenge management’s proposals and views, and oversee the long-term strategy of the
Company.

As the non-executive directors deem necessary, they shall hold separate periodic meetings with the external
auditor and heads of the internal audit group, compliance and risk functions, without the executive directors
present to ensure that proper checks and balances are in place within the Company. The meetings shall be chaired
by the lead independent director. In this regard, such meeting of the non-executive directors, chaired by lead
independent director Minita V. Chico-Nazario, was held on February 3, 2021.

The Chairman, Lead Independent Director and the President

Upon the untimely demise on June 16, 2020 of Mr. Eduardo M. Cojuangco, Jr., who served as Chairman of the
Board since May 22, 2001, the Company has kept the position of Chairman vacant. Mr. Ramon S. Ang is the Vice
Chairman of the Board of Directors of the Company. At the organizational meeting on June 2, 2021, Ms. Minita V.
Chico-Nazario' was appointed by the Board as lead director from among the Company’s independent directors,
granting her the authority to lead the Board in cases where management had clear conflicts of interest.

The former Chairman is not the current or immediate past Chief Executive Officer of the Company. The President
and Chief Executive Officer of the Company is Mr. Ramon S. Ang. The respective roles of Chairman and President
are clearly defined in the Company’s Manual on Corporate Governance and By-laws, to ensure independence,
accountability, and responsibility in the discharge of their duties. The performance of the President is assessed by
the Board on an annual basis. The annual compensation of the President and the top four senior executives of the
Company are provided in the Definitive Information Statement distributed to shareholders prior to the ASM. The
Chairman attended the 2019 ASM of the Company, while the Vice Chairman and President attended the last three
ASMs of the Company held in 2019, 2020 and 2021.

The Corporate Secretary

To assist the directors in the discharge of their duties, the directors have access to the Corporate Secretary and
Assistant Corporate Secretary, who both serve as legal counsel to the Board of Directors. The Corporate Secretary,
Atty. Alexandra Bengson Trillana, likewise the Compliance Officer of the Company, holds the position of Vice
President. She keeps the Board updated on relevant statutory and regulatory developments. The Corporate
Secretary communicates with the Board, management, the Company’s shareholders, and the investing public.

In this regard, the Corporate Secretary assists the Chairman in the preparation of the agenda of Board and
shareholder meetings, taking into account the suggestions of the President, management and other directors.

Board Performance

The Board holds regular meetings on a quarterly basis to review and approve the Quarterly Report of the Company
(or SEC Form 17-Q), including financial statements as at and for the quarter just ended, and an organizational
meeting immediately following the adjournment of the ASM for the election of the Company’s key corporate
officers and senior management led by the President of the Company and the heads of the other control functions
(i.e., Chief Finance Officer, Compliance Officer, internal audit group head), Board Committee members, lead
independent director, and trustees of the Company’s retirement fund, as well as the designation of the Company's
authorized signatories and signing limits for banking and other corporate transactions. Board meetings of the
Company are scheduled before the beginning of the year. Particularly, during the last regular meeting of the
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year, the Board sets the dates for its regular and organizational meetings for the succeeding year. The Board

may also hold special meetings for the transaction of such other business as shall properly come before it, such
as to approve the declaration of dividends among others, in accordance with the Company’s By-laws. Notices of
Board and Committee meetings, including the agenda and other board papers or materials for the meetings, are
prepared and provided at least five working days in advance of the Board or Committee meeting, as the case may
be, in order for the directors to review and study such meeting materials. Further, the directors ask the necessary
questions or seek clarifications and explanations if called for during the meetings.

In 2021, the Board held six meetings. Set out below is the record of attendance of the directors in these meetings,

and at the ASM.

DIRECTOR

Date of Board Meeting, All in Year 2021

Mar. 10

May 5

June 2

Aug. 4

Ramon S. Ang
Director, Vice Chairman
President and Chief Executive Officer

Francisco S. Alejo III
Director, Chief Operating Officer - Food

Roberto N. Huang
Director, Chief Operating Officer - Beer

Emmanuel B. Macalalag

Director, Chief Operating Officer - Spirits
Ferdinand K. Constantino

Director, Treasurer

Aurora T. Calderon
Director

Joseph N. Pineda

Director

Menardo R. Jimenez
Director

Ma. Romela M. Bengzon
Director

Francis H. Jardeleza
Director

John Paul L. Ang

Director (First elected June 2, 2021)

Carmelo L. Santiago?
Independent Director (Term up to June 2, 2021)

Minita V. Chico-Nazariof
Independent Director

Ricardo C. Marquez
Independent Director

Cirilo P. Noel
Independent Director

Winston A. Chan
Independent Director

Present

Present
Present
Present
Present
Present
Present
Present
Present
Present
N/A
Present
Present
Present
Present

Present

Present

Present
Present
Present
Present
Present
Present
Present
Present
Present
N/A
Present
Present
Present
Present

Present

Present

Present
Present
Present
Present
Present
Present
Present
Present
Present
N/A
Absent
Present
Present
Present

Present

Present

Present
Present
Present
Present
Present
Present
Present
Present
Present
Present
N/A
Present
Present
Present

Present

Present

Present
Present
Present
Present
Present
Present
Present
Present
Present
Absent
N/A
Present
Present
Present

Present

Present

Present
Present
Present
Present
Present
Present
Present
Present
Present
Present
N/A
Present
Present
Present

Present
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Date of Stockholders’ Meeting,

in 2021

DIRECTOR i
Ramon S. Ang
Director, Vice Chairman Present
Fr.anc1sco S. Alejo III Present
Director
prerto N. Huang Present
Director
Emmanuel B. Macalalag

: Present
Director
Fgrdmand K. Constantino Present
Director
Agrora T. Calderon Present
Director
Jqseph N. Pineda Present
Director
Menardo R. Jimenez Present
Director
Ma. Romela M. Bengzon

. Present
Director
Francis H. Jardeleza

5 Present
Director
thn Paul L. Ang Present
Director
Minita V. Chico-Nazariof Present
Independent Director
Ricardo C. Marquez Present
Independent Director
Cirilo P. Noel
Independent Director Present
Winston A. Chan

Present

Independent Director

An annual performance assessment is conducted by the Company with the intention of appraising and improving
the performance of the Board as a governing unit, the individual directors including the Chairman, the different
Board Committees, as well as the President, in accordance with the Company’s Manual on Corporate Governance.
In this regard, the results of the assessment for the year 2021 were deliberated on by the Board at its meeting on
May 4, 2022.

In further compliance with the Company’s Manual on Corporate Governance, which provides that the Board
assessment should be supported by an independent third party facilitator every three years, the Company engaged
Good Governance Advocates and Practitioners of the Philippines (GGAPP), an organization of governance, ethics
and compliance professionals, to conduct the 2021 annual performance assessment of the Board and key officers
of the Company. GGAPP sent each of the directors a Board Evaluation Form, which is divided into five sections

or criteria, namely, the Collective Board Rating, Board Committees, Individual Director’s Self-Rating, Officers’
Rating, and the Overall Comments and Suggestions, with an explanation of the rating process. The accomplished
Evaluation Forms were received by GGAPP on December 10, 2021. The results of such assessment will be reported
at a succeeding Board meeting.

The Company has made the GGAPP Certification, as well as the Board Evaluation Form, available at its corporate
website for viewing.
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At the meeting on November 10, 2021, the last Board meeting for the year, as part of the nomination and election
process for directors, which the Board assessed as effective, the Company disclosed the date of the 2022 ASM
and invited stockholders who wish to nominate candidates to the Board, to submit the names of their nominees
not later than January 31, 2022 to the Corporate Secretary at the 4th Floor, 100 E. Rodriguez Jr. Avenue (C5 Road),
Barangay Ugong, Pasig City, for the consideration of the Chairman and the Corporate Governance Committee.

Board Committees
To assist the Board in ensuring strict compliance with the principles of good corporate governance, the Board
created several Committees.

Executive Committee. The Executive Committee is currently composed of the four executive directors of
the Company, including the President and Chief Executive Officer. Mr. Ramon S. Ang is the Chairman of the
Committee.

The Committee is tasked to help and assist the officers of the Company in the management and direction of the
affairs of the Company. It acts within the powers and authority granted upon it by the Board and is called upon
when the Board is not in session to exercise the powers of the latter in the management of the Company, with the
exception of the power to appoint any entity as general managers or management or technical consultants, to
guarantee obligations of other corporations in which the Company has lawful interest, to appoint trustees who,
for the benefit of the Company, may receive and retain such properties of the Company or entities in which it has
interests, and to perform such acts as may be necessary to transfer ownership of such properties to trustees of the
Company, and such other powers as may be specifically limited by the Board or by law.

In 2021, the Executive Committee held two meetings to approve certain corporate transactions, which were later
presented to the Board at the regular meetings immediately following the Committee meetings, for ratification.

The full text of the Executive Committee Charter, approved by the Board of Directors on March 9, 2022, may be
viewed at the Company’s corporate website.

Corporate Governance Committee. The Corporate Governance Committee is currently composed of four non-
executive directors, three of whom are independent directors. Retired Justice Minita V. Chico-Nazariof was the
Chairperson of the Committee until her demise on February 16, 2022. Atty. Virgilio S. Jacinto is the Advisor.

The Corporate Governance Committee is tasked to ensure the Company’s compliance and proper observance

of corporate governance principles and practices. It oversees the implementation of the Company's corporate
governance framework and the performance evaluation of the Board and its Committees, as well as top
management, to ensure that management'’s performance is at par with the standards set by the Board. The
Committee advises the Board on the establishment of a formal and transparent procedure for developing
policy on remuneration of directors and senior management that is aligned with the long-term interests of

the Company, ensuring that compensation is consistent with the Company’s culture and strategy, as well as the
business environment in which it operates. It likewise reviews and oversees the implementation of policies
relating to business interest disclosures and conflict of interest, appointments and promotions of officers, and
succession planning. Further, the Committee determines the nomination and election process for the Company's
Board of Directors, and screens and shortlists candidates to the Board in accordance with the qualifications and
disqualifications for directors defined in the Company’s By-laws, Manual on Corporate Governance, applicable
laws and regulations.

In 2021, the Corporate Governance Committee held two meetings. In one meeting, the Committee deliberated

on the qualifications of nominees for election to the Board of Directors at the ASM on June 2, 2021, for further
endorsement to the Board. In its deliberations, the Committee determined that the specific skills or expertise that
the Board of Directors should possess to achieve the Company’s strategies have been met. In the other meeting, the
Committee approved the 2020 Integrated Annual Corporate Governance Report (I-ACGR) of the Company, which
the Committee further endorsed to the Board for approval to submit to the SEC and PSE within the prescribed
period.
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In order to assess and improve the performance of the Corporate Governance Committee, self-assessment
worksheets were distributed to the members of the Committee at the meeting on November 10, 2021 for them to
accomplish pursuant to the Corporate Governance Committee Charter previously adopted by the Committee and
approved by the Board, in compliance with SEC guidelines. The Committee members were given until December
10, 2021 to return the accomplished self-assessment worksheets to the office of the Compliance Officer, for
tabulation of results and reporting at a subsequent meeting. In this regard, the results of the assessment for the
year 2021 were deliberated on by the Committee at its meeting on May 4, 2022.

The Company has made such self-assessment worksheet available at its corporate website for viewing.

The full text of the Corporate Governance Committee Charter may also be viewed at the Company'’s corporate
website.

Audit Committee. The Audit Committee is currently composed of five members. All members are non-executive
directors, three (or a majority) of whom are independent directors. All Committee members have relevant
background, knowledge, skills or experience in the areas of accounting, auditing and finance. Independent
Director Cirilo P. Noel is the Chairman of the Committee. He is not the Chairman of any other Board Committee.
The Chairman attended the last three ASMs of the Company in 2019, 2020 and 2021.

The Audit Committee is responsible for assisting the Board in the performance of its oversight responsibility

on financial reports and financial reporting process, internal control system, audit process and plans, directly
interfacing with internal and external auditors, and in monitoring and facilitating compliance with both the
internal financial management manual and pertinent accounting standards, including regulatory requirements,
elevating to international standards the accounting and auditing processes, practices and methodologies of the
Company. The Committee performs financial oversight management functions, specifically in the areas of credit
management, markets liquidity, operational, legal and other risks, as well as crisis management.

The Audit Committee has the primary responsibility for recommending the appointment and removal of the
Company’s external auditor.

The Audit Committee held four meetings in 2021. In these meetings, the Committee reviewed, affirmed the

truth and fairness of the financial statements and reports of the Company, and approved the Company’s 2020
Separate and Consolidated Audited Financial Statements as prepared by the external auditor, as well as the
Company’s unaudited financial statements for the first, second and third quarters of the year 2021. Further, the
Audit Committee monitored, reviewed and confirmed the sufficiency and effectiveness of the Company’s internal
control systems on the basis of the regular reports of its internal audit group. The Committee also endorsed for
the approval of the Board, the 2021 Audit Plan of external Auditor R.G. Manabat & Co. for the Company and its
subsidiaries; and the 2021 Consolidated Internal Audit Plan and 2021 Consolidated Outsourcing Plan.

The Compliance Officer, on the other hand, kept the Audit and Corporate Governance Committees, as well as the
Board of Directors, updated on the latest developments in regulatory and corporate governance requirements, as
the case may be, by means of reports during Committee and Board meetings.

In order to assess and improve the performance of the Audit Committee, self-assessment worksheets were
distributed to the members of the Committee at the meeting on November 10, 2021 for them to accomplish
pursuant to the Audit Committee Charter previously adopted by the Committee and approved by the Board, in
compliance with SEC guidelines. The Committee members were given until December 10, 2021 to return the
accomplished self-assessment worksheets to the office of the Compliance Officer, for tabulation of results and
reporting at a subsequent Audit Committee meeting. In this regard, the results of the assessment for the year 2021
were deliberated on by the Committee at its meeting on May 4, 2022.

The Company has made such self-assessment worksheet available at its corporate website for viewing.
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The full text of the Audit Committee Charter may likewise be viewed at the Company’s corporate website.

Related Party Transactions Committee. The Related Party Transactions Committee is currently composed of four
members. All members are non-executive directors, three (or a majority) of whom are independent directors.
Independent Director Winston A. Chan is the Chairman of the Committee.

The Related Party Transactions Committee is tasked to review all material related party transactions (“RPTs") of
the Company to make certain that these are entered into, as a matter of policy, on an arms-length basis and at
market rates. It shall evaluate existing relations between and among businesses and counterparties to ensure
the identification of all related parties, including changes in relationships of counterparties, and that RPTs are
monitored. The Committee is responsible for ensuring that appropriate disclosures are made relating to the
Company’s RPT exposures and policies on conflict of interest. It shall also oversee the periodic review of RPT
policies and procedures.

In 2021, in view of the Related Party Transactions Policy of the Company (the “RPT Policy”) to comply with SEC
Memorandum Circular No. 19, series of 2019, the Committee held only one meeting. In the meeting, the summary
of related party transactions and outstanding receivable and payable balances as of December 31, 2020 was
presented to the Committee. The Committee then reported to the Board of Directors at the meeting held later in
the same day, that none of the transactions met the threshold (which is a transaction either individually, or in
aggregate over a 12-month period from the first transaction, with the same related party, amounting to at least
10% of the Company’s total consolidated assets based on its 2019 audited financial statements) to be considered

a material related party transaction for disclosure in accordance with the RPT Policy. Moreover, all these
transactions were confirmed to have been conducted on an arms-length basis and at market rates.

In order to assess and improve the performance of the Related Party Transactions Committee, self-assessment
worksheets were distributed to the members of the Committee after the Board meeting on November 10, 2021

for them to accomplish pursuant to the Related Party Transactions Committee Charter previously adopted by the
Committee and approved by the Board of Directors. The Committee members were given until December 10, 2021
to return the accomplished self-assessment worksheets to the office of the Compliance Officer, for tabulation of
results and reporting at a subsequent meeting. In this regard, the results of the assessment for the year 2021 were
deliberated on by the Board at its meeting on May 4, 2022.

The Company has made such self-assessment worksheet available at its corporate website for viewing.

The full texts of the Related Party Transactions Committee Charter and RPT Policy may be viewed as well at the
Company’s corporate website.

Board Risk Oversight Committee. The Board Risk Oversight Committee is currently composed of five non-
executive directors, three (or a majority) of whom are independent directors. Independent Director Ricardo C.
Marquez is the Chairman of the Committee. He is not the Chairman of any other Board Committee.

The Board Risk Oversight Committee is responsible for the oversight of the Company’s enterprise risk
management (“ERM”) system to ensure its functionality and effectiveness. The Committee is tasked to develop
and oversee the implementation of a formal ERM plan and annually review and advise the Board of the
Company's risk appetite levels and risk tolerance limits based on changes and developments in the business, the
regulatory framework and external economic environment. It shall also assess the probability of each identified
risk becoming a reality and estimate its possible financial impact and likelihood of occurrence, and oversee
management’s activities in identifying, monitoring, assessing and managing credit, market, liquidity, operational,
legal and other risk exposures of the Company.

In 2021, the Board Risk Oversight Committee held one meeting, at which meeting the Committee was updated by
its consultant SGV & Co. on the Enterprise Risk Management Plan of the Company for its food subsidiaries. SGV
& Co. was engaged in 2018 to provide external technical support in developing the risk management roadmap,
framework and plan of the Company and its food subsidiaries.
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In order to assess and improve the performance of the Board Risk Oversight Committee, self-assessment
worksheets were distributed to the members of the Committee after the Board meeting on November 10, 2021
for them to accomplish pursuant to the Board Risk Oversight Committee Charter. The Committee members
were given until December 10, 2021 to return the accomplished self-assessment worksheets to the office of the
Compliance Officer, for tabulation of results and reporting at a subsequent meeting. In this regard, the results of
the assessment for the year 2021 were deliberated on by the Board at its meeting on May 4, 2021.

The Company has made such self-assessment worksheet available at its corporate website for viewing.

The full text of the Board Risk Oversight Committee Charter, previously adopted by the Committee and approved
by the Board of Directors, may also be viewed at the Company'’s corporate website.

Board Committee Members

The members of each Board Committee and their attendance in Board Committee meetings in 2021 are set out in

the table below.

EXECUTIVE COMMITTEE

Ramon S. Ang (Chairman)
Francisco S. Alejo III
Roberto N. Huang

Emmanuel B. Macalalag’

AUDIT COMMITTEE ‘

Cirilo P. Noel (Chairman)
Independent Director

Ricardo C. Marquez

Independent Director

Winston A. Chan

Independent Director
AuroraT. Calderon

Ferdinand K. Constantino

CORPORATE GOVERNANCE COMMITTEE

Minita V. Chico-Nazario' (Chairperson)
Independent Director

Carmelo L. Santiago!”
Independent Director

Ricardo C. Marquez

Independent Director
Menardo R. Jimenez
Cirilo P. Noel™

Independent Director

Virgilio S. Jacinto
Advisor

Date of Committee Meeting, All in the Year 2021

May 6 September 23
Present Present
Present Present
Present Present
N/A Present
March 10 ‘ May 5 ‘ August 4 ‘ November 10
Present Present Present Present
Present Present Present Present
Present Present Present Present
Present Present Present Present
Present Present Present Present
March 10 May 5
Present Present
Present Absent
Present Present
Present Present
N/A N/A
Present Present
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RELATED PARTY TRANSACTIONS COMMITTEE | March1o | | |
Carmelo L. Santiago!™ (Chairman)

Absent
Independent Director sen
Cirilo P. Noel

- P
Independent Director resent
i . B s

Minita V. C_hlco Nazario Pa—
Independent Director
Winston A. Chan Present

Independent Director

Ferdinand K. Constantino™"" N/A

BOARD RISK OVERSIGHT COMMITTEE November 9

Ricardo C. Marquez (Chairman)

P t

Independent Director resen
. foe
Carmelo L. Santiago N/A
Independent Director
Winston A: Chan Present
Independent Director
o . B -

Minita V. Chlco Nazario Present
Independent Director
Menardo R. Jimenez Present
Ferdinand K. Constantino Present

* Elected as Member of the Executive Committee on June 2, 2021.

** Ceased to be a Director, Chairman of the Related Party Transactions Committee and Member of the Corporate Governance Committee
and Board Risk Oversight Committee on June 2, 2021.

*** Elected as Member of the Corporate Governance Committee on June 2, 2021.

4% Flected Chairman of the Related Party Transactions Committee on June 2, 2021.

*Ax% Flected as Member of the Related Party Transactions Committee on June 2, 2021.

FH*xA* Flected as Member of the Board Risk Oversight Committee on June 2, 2021.

In view of the coronavirus disease 2019 (“COVID-19”) pandemic, all of the foregoing Board of Directors’,
stockholders’ and Board Committee meetings held in 2021 were conducted via videoconference.

Board Remuneration
The By-laws of the Company provides that the members of the Board shall be entitled to a director’s fee in the
amount to be fixed by the stockholders at a regular or special meeting duly called for such purpose.

The stockholders have not fixed any director’s fee in the last three years. Nevertheless, the Company does provide
each director with a reasonable per diem of P25,000 for each Board meeting attended, and P20,000 for each
Board Committee meeting attended. Other than this allowance, there are no arrangements pursuant to which the
directors of the Company are compensated, or are to be compensated, directly or indirectly, by the Company for
services rendered by such directors.

The Company paid a total of P3,060,000 in per diem allowances to the Board of Directors for meetings attended
by them in 2021, as follows:

Executive Directors? P 740,000

Non-executive Directors? 1,190,000
(other than Independent Directors)

Independent Directors? 1,130,000

TOTAL P3,060,000

" Comprised of Ramon S. Ang, Roberto N. Huang, Francisco S. Alejo Ill and Emmanuel B. Macalalag.

2 Comprised of Ferdinand K. Constantino, Aurora T. Calderon, Joseph N. Pineda, Menardo R. imenez, Ma. Romela M. Bengzon, Francis H. Jardeleza
and John Paul L. Ang (first elected on June 2, 2021).

3 Comprised of Carmelo L. Santiago (who served until June 2, 2021), Minita V. Chico-Nazario, Ricardo C. Marquez, Cirilo P. Noel and Winston A.
Chan.
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ACCOUNTABILITY AND AUDIT

The Audit Committee provides oversight to both external and internal auditors. The roles and responsibilities of
the Audit Committee are clearly defined in the Company’s Manual on Corporate Governance and Audit Committee
Charter.

External Auditor

The external auditor of the Company, whose main function is to facilitate the environment of good corporate
governance as reflected in the Company's financial records and reports, is selected and appointed by the
shareholders upon the recommendation of the Board after consultations with the Audit Committee. The
Company'’s external auditor is rotated or changed every five years or earlier, or the signing partner of the auditing
firm engaged by the Company is changed every five years or earlier, in accordance with SEC rules and regulations.
The external auditor conducts an independent annual audit on the Company’s financial performance and
financial position and provides an objective opinion on the reasonableness of such records and reports.

In 2021, the SEC-accredited accounting firm R.G. Manabat & Co. (“RGM&Co.”) served as external auditor of

the Company. The Board of Directors will again nominate RGM&Co. to be the Company's external auditor for
fiscal year 2022. Representatives of RGM&Co. are expected to be present at the 2022 ASM to respond to relevant
questions and provide any assistance needed in the counting of votes cast during the meeting. They also have the
opportunity to make a statement if they so desire.

In instances where the external auditor suspects fraud or error during their conduct of audit, they are required to
disclose and express their findings on the matter.

Audit fees billed for the regular audit services rendered by RGM&Co. to the Company in connection with
the Company's annual financial statements and other statutory and regulatory filings for 2021 amounted to
approximately P1 Million. No non-audit services were rendered by RGM&Co. to the Company in 2021.

Internal Audit

Due to the magnitude of its operations, the internal audit of the Company and its subsidiaries is carried out by
three separate and independent internal audit groups - one for the Company and its Food Division (comprised
of the Company's food subsidiaries), one for the Company’s Beer Division (comprised of the Company’s beer
subsidiaries), and another for the Company'’s Spirits Division (comprised of the Company'’s spirits subsidiaries).
While the internal audit group of the Company and its Food Division reports to the Company’s Audit Committee,
the internal audit groups of the Beer Division and the Spirits Division report to the Audit Committees of San
Miguel Brewery Inc. and Ginebra San Miguel Inc., respectively. These internal audit groups help the organization
accomplish its objectives by bringing a systematic, disciplined approach in evaluating and improving the
effectiveness of risk management, control and governance processes. The groups provide an independent
objective assurance that key organizational and procedural controls of the Company and its subsidiaries are
effective, appropriate, and strictly followed.

The head of the internal audit group of the Company and its Food Division, Ms. Ophelia L. Fernandez, who
functionally reports directly to the Audit Committee, is appointed by the Board of Directors upon the endorsement
of the Audit Committee, and any change to such head will also require the endorsement of the Audit Committee
prior to the approval of the Board. The internal audit group head oversees and is responsible for the internal audit
activity of the Company and its Food Division, including that portion that is outsourced to third party service
providers.

Moreover, though the heads of the internal audit groups above mentioned functionally report to the Audit
Committees of the relevant company, which is San Miguel Food and Beverage Inc. for the Company and its Food
Division, San Miguel Brewery Inc. for the Beer Division, and Ginebra San Miguel Inc. for the Spirits Division, each
of them administratively reports directly to the Chief Operating Officers of the Food, Beer and Spirits Division,
respectively.
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The internal audit groups of the Company and its subsidiaries identify and evaluate significant risk exposures and
contribute to the improvement of risk management and control systems by assessing adequacy and effectiveness
of controls covering the organization’s governance, operations and information systems. By evaluating their
effectiveness and efficiency, and by promoting continuous improvement, the Company’s businesses maintain
effective controls in their responsibilities and functions.

Regular audits of the business of the Company, its subsidiaries, and support units are conducted according to
an annual audit program approved by the Audit Committee. Special audits are also undertaken when and as
necessary.

The full text of the Internal Audit Group Charter may be viewed at the Company's corporate website.
RISK MANAGEMENT

The Board of Directors has the overall responsibility for the establishment and oversight of the Company’s risk
management framework.

Due to its extensive operations, the Company and its subsidiaries (the “Group”) faces both financial and non-
financial risks on a daily basis. Examples of these non-financial risks are competition risks, operational risks,
and socio-cultural risks. To manage risks, policies have been established to identify and analyze the key risks
faced by the Group, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies, systems and processes, as well as practices, are continuously reviewed to reflect changes
in market conditions and the organization’s activities. The Food Division, in particular, through its training and
management standards and procedures, aims to develop a disciplined and constructive control environment in
which all employees understand their roles and obligations.

Each of the Food, Beer and Spirits Divisions of the Company has appointed its own Chief Risk Officers. The Chief
Risk Officers hold senior officer positions in San Miguel Foods, Inc., San Miguel Brewery Inc. and Ginebra San
Miguel Inc., the three major operating subsidiaries of the Company, and thus they all have adequate authority,
stature, resources and support to fulfill their responsibilities. Risk management functions are nevertheless
currently performed at the management committee level of each operating subsidiary of the Company, as well
as assumed by the Chief Operating Officers and heads of the corporate service units of each Division. Further,
every manager is tasked to ensure compliance with all operational and financial controls in his/her area of
responsibility and to implement internal controls as part of the total system to achieve the goals of the Group.
Managers conduct regular evaluation of existing policies, systems and procedures to ensure that these remain
relevant and effective to the current operating environment. Management also gives prompt and cooperative
consideration to recommended improvement measures made by independent internal or external audit groups.

The Company is in the process of establishing its Enterprise Risk Management (ERM) plan with the assistance of
its consultant SGV & Co., upon the approval of the Board of Directors of the ERM roadmap of the Company and
its food subsidiaries in 2018. SGV & Co. was engaged to provide external technical support in developing the risk
management roadmap, framework and plan of the Company and its food subsidiaries. The Board Risk Oversight
Committee is regularly updated of the status of this project, with its Chairman actively participating in the
process.

Nevertheless, for the year 2021, the Audit Committee maintained oversight functions on internal controls, risk
management and corporate governance compliance. For the year ended December 31, 2021, the Audit Committee
has confirmed the adequacy of the Company's internal controls and risk management system. (See also Audit
Committee Report in page 68 of this Annual Report.)

DISCLOSURE AND TRANSPARENCY

The Company adheres to the principle of full corporate disclosure and transparency regarding its financial
condition, operations and state of corporate governance.
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Directors are required to disclose their business interests, interests in transactions that may come before the
Company, or any other conflict of interests, as well as declare the names of their relatives up to the fourth degree
of affinity and consanguinity. In this regard, directors accomplish a Full Business Interest Disclosure (FBID) form
on an annual basis, as well as a Declaration of Relatives pursuant to the new Related Party Transactions Policy

of the Company, as part of the process to determine whether they continue to have all the qualifications and
none of the disqualifications to be a director of the Company pursuant to the Company’s By-laws and Manual on
Corporate Governance. The refusal to fully disclose the extent of his business interest or comply with disclosure
requirements as required under the Securities Regulation Code and its Implementing Rules and Regulations is a
ground for the temporary disqualification of a director.

Moreover, to comply with the Company’s Policy on Multiple Board Seats as reflected in its Manual on Corporate
Governance, directors are periodically reminded to notify the Company’s Board of Directors before accepting a
directorship in another company.

Ownership Structure
As of December 31, 2021, SMC owns and controls 88.76% of the outstanding capital stock of the Company entitled
to vote.

The top 20 shareholders of the Company, including the shareholdings of certain record and beneficial owners
who own more than 5% of its capital stock, its directors, and key officers, are disclosed annually in the Company’s
Definitive Information Statement distributed to shareholders prior to the ASM. See also Securities Dealing;
Trading in the Company’s Shares below.

The aggregate number of shares owned of record by the Chairman, President, key officers and directors as a group
as of December 31, 2021 is 230,150 shares or approximately 0.0039% of the Company'’s outstanding capital stock.

The aggregate number of shares owned by all officers and directors as a group as of December 31, 2021 is 230,650
shares or approximately 0.0039% of the Company’s outstanding capital stock.

Financial Reporting

The Company provides the investing community with regular updates on its operating performance and other
financial information through adequate and timely disclosures filed with the SEC, the Philippine Stock Exchange,
Inc. (PSE) and the Philippine Dealing & Exchange Corp. (PDEx).

The Company’s financial statements conform to Philippine Accounting Standards and Philippine Financial
Reporting Standards, which are all in compliance with International Accounting Standards. Consolidated audited
financial statements for the latest completed financial year are submitted to the SEC, PSE and PDEx not later than
the prescribed deadline and are distributed to the shareholders well in advance of the ASM.

Quarterly financial results, on the other hand, are released and are duly disclosed to the SEC, the PSE and the PDEx
in accordance with relevant regulations. The results are also presented to financial and investment analysts, as
well as the press, through quarterly analysts briefings and press statements, as the case may be. These disclosures
are posted on the Company's corporate website.

In addition to compliance with structural reportorial requirements, the Company timely discloses via the
appropriate channels all market-sensitive information, if any, such as dividend declarations, joint ventures and
acquisitions, sale and divestment of significant assets, and related party transactions that may affect share price
performance.

Securities Dealing; Trading in the Company’s Shares

The Company exerts efforts for its directors and officers to comply with the requirement under the Securities
Regulation Code, to disclose any change in their shareholdings in the Company as a result of any purchase, sale or
any other dealing that relates to the Company’s shares.
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The following table sets out the shareholdings of the directors and key officers of the Company as of the start of
the year, and as of the year ended December 31, 2021.

Name of Director/ Number of Shares as of Number of Shares as of % of

Key Officer December 31,2020 December 31,2021 Capital Stock
Ramon S. Ang 10 common shares (Direct) 10 common shares (Direct) 0%
Francisco S. Alejo III 10 common shares (Direct); 10 common shares (Direct); 0%
230,000 common shares (Indi- 230,000 common shares (Indi-
rect) rect)
Roberto N. Huang 10 common shares (Direct) 10 common shares (Direct) 0%
Emmanuel B. Macalalag 10 common shares (Direct) 10 common shares (Direct) 0%
Ferdinand K. Constantino 10 common shares (Direct) 10 common shares (Direct) 0%
AuroraT. Calderon 10 common shares (Direct) 10 common shares (Direct) 0%
Joseph N. Pineda 10 common shares (Direct) 10 common shares (Direct) 0%
Menardo R. Jimenez 10 common shares (Direct) 10 common shares (Direct) 0%
Ma. Romela M. Bengzon 10 common shares (Direct) 10 common shares (Direct) 0%
Francis H. Jardeleza 10 common shares (Direct) 10 common shares (Direct) 0%
John Paul L. Ang N/A 10 common shares (Direct)
(First elected June 2, 2021)
Carmelo L. Santiago? 10 common shares (Direct) N/A 0%
(Term up to June 2, 2021)
Minita V. Chico-Nazariof 10 common shares (Direct) 10 common shares (Direct) 0%
Ricardo C. Marquez 10 common shares (Direct) 10 common shares (Direct) 0%
Cirilo P. Noel 10 common shares (Direct) 10 common shares (Direct) 0%
Winston A. Chan 10 common shares (Direct) 10 common shares (Direct) 0%
Ildefonso B. Alindogan None None 0%
Kristina Lowella I. Garcia None None 0%
Alexandra B. Trillana None None 0%

The Company has adopted a Policy on Securities Dealing (or insider trading) that regulates the acquisition and
disposal of the Company'’s shares by its directors, officers and key employees, and the use and disclosure of price-
sensitive information by such persons.

Under the Policy, directors, officers and employees who have knowledge or are in possession of material non-
public information are prohibited from dealing in the Company’s securities prior to the disclosure of such
information to the public. The Policy likewise prescribes the number of days before and after public disclosure of
structured and non-structured reports (the “blackout period”), during which trading in the Company'’s securities
by persons who, by virtue of their functions and responsibilities, are considered to have knowledge or possession
of material non-public information, is not allowed.

The Policy was updated in January 2017 to comply with the New CG Code requiring all directors and officers to
disclose or report to the Company any dealings in the Company's shares within three business days from the

transaction.

The Compliance Officer regularly sends reminders on compliance with the Policy, to the directors, officers and key
employees of the Company prior to the start of every blackout period as it relates to structured reports.

The full text of the Policy on Securities Dealing may be found at the Company’s corporate website.
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SHAREHOLDER RIGHTS

The Company recognizes that the most cogent proof of good corporate governance is that which is visible to the
eyes of its investors.

Shareholder Meetings
The Company’s By-laws provide that its ASM will be held on the first Wednesday of June of every year.
Stockholders are informed at least 30 days before the scheduled date of general meetings.

In this regard, the Company first disclosed on November 5, 2020, the date of the 2021 ASM (scheduled to be held
on June 2, 2021). On March 11, 2021, more than 30 days before the ASM, the Company disclosed the Agenda, time
and place of the 2021 ASM, record date for stockholders entitled to vote at said meeting, period when the stock
transfer books of the Company will be closed, deadline for submission of proxies and date of validation of proxies.
The Notice and Definitive Information Statement to the 2021 ASM, including the date, time and place for the
validation of proxies, as well as rationale and explanation for each relevant Agenda item requiring shareholder
approval, were disclosed via PSE Edge and uploaded in the Company’s website for stockholders to access, on May 7,
2021.

For the 2022 ASM, the Company disclosed on November 10, 2021 that the date of the 2022 ASM will be on June
1, 2022, in accordance with the Company’s amended By-laws. The disclosure invited stockholders who wish to
propose the inclusion of additional items to the usual Agenda of the ASM and/or to nominate candidates to the
Board, to submit their proposals not later than January 31, 2022 to the Corporate Secretary at the 4th Floor, 100
E. Rodriguez Jr. Avenue (C5 Road), Barangay Ugong, Pasig City, for the consideration of the Chairman and the
appropriate Board Committee/s.

Voting Rights and Voting Procedures

Each common share in the name of the shareholder entitles such shareholder to one vote that may be exercised
in person or by proxy at shareholder meetings, including the ASM. Common shareholders, even minority or
non-controlling shareholders, have the right to nominate, elect, remove, and replace directors, as well as vote

on certain corporate acts, including decisions concerning significant transactions, in accordance with the

Revised Corporation Code and other applicable laws and regulations. In such cases, the Company provides the
rationale and explanation for each agenda item that requires shareholders’ approval in the Definitive Information
Statement distributed prior to the ASM.

Preferred shareholders have the right to vote on matters involving certain fundamental corporate changes in
accordance with Section 6 of the Revised Corporation Code. They also enjoy certain preferences over holders of
common shares in terms of dividends and in the event of liquidation of the Company.

Voting procedures on matters presented for approval to the stockholders in the ASM are provided in the Definitive
Information Statement.

Pre-emptive Rights
Unless denied in its Articles of Incorporation or an amendment thereto, stockholders have the right to subscribe
to all issues of shares of the Company in proportion to their shareholdings.

On November 3, 2010 and January 18, 2018, the stockholders approved to amend the Articles of Incorporation

of the Company to deny pre-emptive rights to the issuances of preferred and common shares, respectively. Such
amendments to the Articles of Incorporation were approved by the SEC on December 23, 2010 and March 23, 2018,
respectively.

Right to Information

Shareholders and prospective investors may request relevant information on the Company, including copies of
periodic reports filed with the regulatory authorities and disclosures via the PSE, through the Investor Relations
Group of the Company headed by Ms. Kristina Lowella I. Garcia, whose contact details are provided below.
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These reports, disclosures, press releases and statements, as well as investor and analyst briefing materials, are
also posted on the Company’s corporate website.

Ms. Kristina Lowella I. Garcia

San Miguel Food and Beverage, Inc. Investor Relations

7th Floor, SMC Head Office Complex

40 San Miguel Avenue, Mandaluyong City

Telephone: (632) 8632-3752; Fax (632) 8632-3313/8632-3749
Email: kigarcia@sanmiguel.com.ph

Dividends and Dividend Policy

Shareholders are entitled to receive dividends as the Board of Directors may, in its sole discretion, declare from
time to time. However, the Company is required, subject to certain exceptions allowed under the law, to declare
dividends when its retained earnings equal or exceed its paid-up capital stock.

Dividends declared at the discretion of the Board will depend upon the Company’s future results of operations
and general financial condition, capital requirements, its ability to receive dividends and other distributions
and payments from its subsidiaries, foreign exchange rates, legal, regulatory and contractual restrictions, loan
obligations both at the parent company and subsidiary level and other factors the Board may deem relevant.

Since August 8, 2018, the cash dividend policy of the Company has been to entitle holders of its common shares
to receive annual cash dividends of up to 60% of the prior year's recurring net income. Recurring net income

is net income calculated without respect to extraordinary events that are not expected to recur. The Company
expects that the dividend distributions shall be made over the four quarters of the year, subject to the applicable
laws and regulations and based on the recommendation of the Board. In considering dividend declarations

for each quarter, the Board has in the past and will in the future, take into consideration dividend payments

on the preferred shares, if any, and other factors, such as the implementation of business plans, debt service
requirements, debt covenant restrictions, funding of new investments, major capital expenditure requirements,
appropriate reserves and working capital, among others.

Under the terms of the perpetual series 2 preferred shares offer of the Company in February 2015 (the “FBP2
Shares”), as and if dividends are declared by the Board, dividends on the FBP2 Shares shall be at a fixed rate of
5.6569% per annum applicable up to the fifth anniversary of the issue date of such shares.

In 2019, the Company paid out cash dividends of P1.60 per common share and P56.56900 per FBP2 Share.

In 2020, the Company paid out cash dividends of P1.60 per common share and P14.14225 per FBP2 Share. The
outstanding FBP2 Shares were redeemed by the Company on March 12, 2020.

In 2021, the Company paid out cash dividends of P1.70 per common share.

As a matter of and pursuant to its policy, the Company pays out the dividends for its common shares within 30
days after being declared and approved by the Board. In 2021, dividends were paid out as follows:

Date of Declaration and Approval ~ Amount Date of Payment

February 3, 2021 Po.40 per share March 3, 2021
regular dividend

May 5, 2021 Po.40 per share June 4, 2021
regular dividend

August 4, 2021 Po.40 per share September 3, 2021

regular dividend

November 10, 2021 Po.40 per share December 10, 2021
regular dividend
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STAKEHOLDER RELATIONS

The Company exercises transparency when dealing with shareholders, customers, employees, creditors, suppliers
and other trade partners. The Company ensures that these transactions adhere to fair business practices in order
to establish long-term and mutually beneficial relationships.

The Company recognizes and places importance on the interdependence between business and society, and
promotes a mutually beneficial relationship that allows the Company to grow its business, while contributing to
the advancement of the society where it operates. Accordingly, the Company exerts efforts to interact positively
with the communities in which it operates.

Stakeholders may address their concerns relating to the Company’s various business units through the Investor
Relations group of the Company headed by Ms. Kristina Lowella I. Garcia, whose contact details are provided
above and in the Company'’s corporate website.

Shareholder and Investor Relations

The investor relations program of the Company aims to effectively communicate the organization’s performance
and plans to the capital market, as well as develop a long-term relationship of trust with stakeholders, using the
discipline in finance, communication and marketing, and manage the content and flow of the Group's information
and disclosures to the financial markets.

Among others, the communications strategy of the Company endeavors to encourage shareholders, including
minority shareholders and institutional investors, to attend and participate in the ASM of the Company.

The Company communicates with the investing community and keeps shareholders informed through timely
disclosures via the PSE and PDEX, reports filed with the SEC, stockholder meetings, regular quarterly briefings,
investor conferences, press releases and statements, its corporate website, emails and telephone calls. The
Company’s disclosures and other reports submitted to the SEC, PSE and PDEx are available for download from its
corporate website.

The Investor Relations Group of SMC organizes quarterly briefings on SMC and its consolidated group of
companies, including the Company, for investment and financial analysts. Invitations and materials for such
briefings are posted on the Company's website. All interested persons may attend these briefings. In the year 2021,
the following were the analyst and media briefings conducted:

Date Agenda

March 11, 2021 2020 Full Year Results

May 6, 2021 2021 First Quarter Results
August 2, 2021 2021 First Semester Results
November 11, 2021 2021 Third Quarter Results

The Company, through its own Investor Relations Group, also holds briefings and meetings with investment and
financial analysts from time to time, as and when necessary or requested by said analysts.

Suppliers/Contractors, Creditors and Customers

The Company recognizes the importance of its other stakeholders, such as its customers, suppliers or contractors
and creditors, in the creation and growth of value, stability and long-term competitiveness of its businesses.

The Company is committed to delivering products and services that delight and inspire loyalty in its customers.
To ensure quality and food safety, various international standards in materials safety testing and Quality
Management Systems are adopted, such as:
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« Food Safety Systems Certification (FSSC) 5.1, the highest food safety standard
« ISO 22000 (Food Safety Management Systems)

« ISO 9001:2015 (Good Feed Milling Practices)

« ISO/IEC 17025:2005 (Laboratory Accreditation Program)

« Good Manufacturing Practices

« Hazard Analysis and Critical Control Points

The Group’s plant facilities undergo regular compliance audits and all products pass several quality and safety
tests and analyses before these are distributed. Employees also undergo trainings such as quality assurance,
proficiency testing, and food safety and handling.

The Company adheres to a stringent accreditation and selection process for its suppliers and contractors. A
dedicated team in the Procurement Groups of each of its Food, Beer and Spirits Divisions is tasked with the
important role of canvassing, assessing bids and accrediting potential suppliers. The supplier accreditation policy
demands that a potential supplier meets certain qualification criteria and abides by statutory requirements as well
as standards set by the concerned business.

The Company recognizes the value of working hand-in-hand with its suppliers and contractors, helping them
grow and assuring them of reasonable and fair returns. At the same time, the Company is mindful that it chooses
and maintains only those suppliers and contractors who share the same core beliefs as the Company, and

who uphold the values of integrity and honor in their day-to-day dealings. Each supplier contract contains an
undertaking to adhere to applicable laws, which include but are not limited to laws relating to forced labor, child
labor, human rights, bribery, and corruption. Thus, the principles embodied in the Company’s Code of Business
Conduct and Ethics expressly apply to the Company’s business partners, such as its suppliers, contractors and
customers.

The Company honors its obligations to its suppliers and creditors, including payments in accordance with
agreements.

MANAGEMENT

Each of the Food, Beer and Spirits Divisions of the Company has its own Chief Operating Officer and management
team primarily responsible for the day-to-day operations and business of such Division. The annual compensation
of the President and the key officers of the Company, as well as their shareholdings in the Company, are set out in
the Definitive Information Statement distributed to shareholders prior to the ASM.

EMPLOYEE RELATIONS, HEALTH, SAFETY AND WELFARE

The Company is committed to its employees’ safety, health and welfare, and to nurture their individual
capabilities.

Programs are in place to ensure the safety of its workers. These programs include the elimination of occupational
hazards in the workplace, provision of protective wear and/or equipment, proper training in the handling and use
of machinery and materials, safety reminders and other measures that may be necessary to maintain their safety.
Employees are protected from undue exposure to chemicals, biological and physical hazards, and in the event
exposure to these are inevitable, safety information is provided to educate, train and safeguard employees.

The Company identifies, assesses and prepares for potential emergency situations in the workplace, and
minimizes their impact through prevention and readiness to implement emergency plans and response
procedures. In case such an emergency occurs, the proper authorities are informed immediately.

To promote sustainable development, the Company complies with all environmental regulations applicable to
every step in its value chain. All required environmental permits, licenses, authorizations, registrations and
clearances are obtained and their operational and reporting requirements followed.
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The Company has systems in place to ensure the safe handling, movement, recycling, reuse, storage or release, and
management of waste, air emissions, waste water discharges and hazardous materials. Any waste, waste water

or emissions with the potential to adversely impact human or environmental health are appropriately managed,
controlled and treated prior to release into the environment.

The Company provides comprehensive health care services directed at prevention of disease, protection from
health hazards and maintenance of health. Programs are implemented to identify personal risks to health and to
detect diseases in the early and most treatable stages.

Since 2020, the COVID-19 pandemic that beset the country gave occasion for the Company to introduce additional
health protocols in its workplaces, such as mandatory wearing of face masks, installing hand washing, and
disinfection and thermal scanning stations in building entrances. The Company also periodically tests its
employees for COVID-19 as its contribution to the government’s efforts to continuously test and trace COVID-19
transmission and contain it, as well as enable early intervention or treatment to save lives. The Company

likewise provided its employees and their dependents with access to vaccination in order to protect them

against COVID-19. Further, the Company complied with government directives to implement work from home
arrangements to lessen the physical presence of manpower in its offices and facilities. For those employees
whose presence at the office or plant was absolutely necessary, shuttle bus services and loans for the purchase of
bicycles to avoid public transportation where exposure to the virus is heightened, were made available. Food and
accommodations were distributed to employees who had to be housed onsite or in nearby establishments to avert
disruption in plant operations during enhanced community quarantines.

The Company is committed to improve the quality of life of its employees through healthy living and piloting

of wellness initiatives to encourage employees to maintain active and healthy lifestyles. The Company provides
regular information to assist employees in making better decisions regarding their health, as well as the health of
their dependents.

The Company is committed to promote a work place that is free from drug abuse as it is detrimental to the health,
safety and work performance of employees and poses risks to operations and product quality.

The Company strives to protect its employees from harassment of any form. The Company provides a workplace
free of harassment, discrimination, harsh and inhumane treatment. Any abusive behavior such as sexual
harassment, corporal punishment, mental or physical coercion, or verbal abuses or threats among workers is
not tolerated. Discrimination for reasons of race, age, gender, gender-orientation, ethnicity, disability, religion,
political affiliation, union membership or marital status is not condoned. The Company actively implements
mechanisms for dealing with such occurrences and ensures that it will act justly, swiftly and decisively in
addressing such complaints.

The Company respects individuals in a manner consistent with the rights to privacy and data protection.
Information about people is used appropriately for necessary business purposes and is protected from misuse
to prevent undue harm to individuals such as discrimination, stigmatization or other damage to reputation and
personal dignity, impact on physical integrity, fraud, financial loss or identity theft.

The Company’s performance management framework ensures that its personnel’s performance is aligned with the
standards set by the Board and senior management. The Company adopts a performance management system and
salary review program wherein employees, including executive directors and key officers, are appraised annually
on the basis of achievement of specific objectives and key performance indicators, i.e., financial results of the
business, business/functional priorities, internal processes and learning and growth, as well as participation

in centerpiece projects and critical incidents. Bonuses are determined in accordance with SMC's Business
Performance and Annual Incentive Programs, which tracks attainment of the San Miguel Group's earnings
targets. The Company is also part of the Long Term Incentive Program (LTIP) of SMC for the San Miguel Group. The
LTIP is a variable reward program that provides key executives with financial incentives that are contingent to the
achievement of the San Miguel Group’s medium to long range business goals, sustained growth, expansion, and
continued financial success.
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The Company provides avenues for employees to realize their full potential. Professional growth and advancement
in their careers can be attained through formal trainings, opportunities for further education, and other
alternative approaches. Through these initiatives, employees become more capable in their tasks, and productivity
and efficiency in technical aspects as well as their soft skills are improved. In this regard, various structured
in-house and external trainings are provided to employees. In-house programs include the San Miguel School of
Brewing, which offers various programs spanning all levels of professional brewing technical training, from the
basic brewing course for newly-hired employees to the advance brewing course for senior technical employees

and highly advanced classes necessary to produce brewmasters; and the San Miguel Foods University, which offers
courses on leadership and management, sales, logistics, poultry and livestock slaughtering, and feed milling,
among others. A training program on sensory skills development and critical processes for liquor manufacturing
is also provided for employees of the Spirits Division.

Talent development is strengthened by ensuring that individual development plans of employees are defined and
anchored on performance and competency gaps, and that these plans are implemented. In addition, development
of high-potential/high-performing employees is pursued as part of succession planning, via fast-track learning
through advanced programs, deliberate movements, coaching and mentoring, and participation in centerpiece
projects.

The learning landscape of the Group has changed as a result of the COVID-19 pandemic, adopting fully-digitized
approaches to recreate in-person learning and training programs through live video and social sharing via online
platforms such as Zoom and Microsoft Teams.

Moreover, majority of the subsidiaries of the Company have funded, non-contributory defined benefit retirement
plans covering all of their permanent employees.

Each employee is provided with an Employee Handbook and Code of Business Conduct and Ethics containing the
house rules, policies and guidelines setting out the duties and responsibilities of an employee of the Company.

Through internal newsletters and e-mail news briefs facilitated by the Corporate Affairs and Human Resources
groups, as well as SMC'’s Corporate Affairs Office, employees are updated on any one-time benefits that may be
granted by senior management, significant events and programs, as well as material developments within the
organization. In particular, the Food Division issues internal newsletters which document the Division’s various
activities and efforts to address the needs and interests of its employees and other stakeholders, including
customers, suppliers, contractors and communities.

CORPORATE MISSION AND VISION

In the first quarter of 2010, the Company formally launched its corporate mission where it determined its long-
term growth objectives. The Company has further defined its vision of “nourishing and nurturing families
worldwide” and its core purpose of Malasakit, which it espouses in every one of its endeavors. This is part of the
transformational programs that the Company has undertaken in order to reach its goals.

The Board reviews and approves the corporate mission and vision of the Company every three years or after such
period as it deems necessary, or upon the recommendation of management. The Board last reviewed and approved
the vision and mission of the Company during its meeting on February 2, 2017.

CORPORATE OBJECTIVES AND STRATEGIES

The Board of Directors oversees the development, review and approval of the Company’s business objectives and
strategy, as well as monitors the implementation of such objectives and strategy. In pursuit of its long-term growth
objectives, the Company continues to strive to achieve and maintain market leadership in the various categories
in which it is present. In its strategy to further shift from commodities to value-added products where margins

are more stable, the Company aims to launch several new innovative products in the coming years, to cater to

the changing needs and preferences of its consumers. Recognizing the importance of constantly improving and
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adapting, the Company is poised to start operations of several new plants and facilities to be in a better position to
respond to the demands of its customers.

CORPORATE SOCIAL RESPONSIBILITY

Corporate social responsibility is vitally important to the Company, owing to its roots as a subsidiary of SMC, a
conglomerate deeply committed to far-reaching social and environmental initiatives. Policies ensure that the
Company adheres to the highest standards of ethical behavior, environmental sustainability, and commitment to
its communities.

CODE OF BUSINESS CONDUCT AND ETHICS, WHISTLEBLOWING AND OTHER POLICIES

The Company adheres to the SMC Code of Ethics and Conduct that describes fundamental standards of conduct
and values consistent with the principles of good governance and business practices, which guide and define
the actions and decisions of the directors, officers and employees of the entire San Miguel Group, including the
Company.

The Board of Directors of the Company, at its meeting on August 8, 2013, approved the adoption of the Company’s
own Code of Business Conduct and Ethics that embodies the guidelines and principles on acceptable behavior and
performance of the employees and business partners (i.e., contractors, suppliers, distributors) of the organization,
including their directors. It is aligned with the SMC Code of Ethics and Conduct, and supports SMC's program on
corporate governance.

The Company’s Code of Business Conduct and Ethics is the centerpiece program of the Company that integrates, as
well as serves as the foundation for existing and future policies to be observed by the organization’s employees and
business partners. It intends to enlist employees and business partners to the Company’s core purpose, value and
envisioned future, thus engaging them to become more conscientious employees and committed stakeholders in
the Company.

Aside from making the Code of Business Conduct and Ethics available for review and download in the corporate
website, the Company formally launched the Code in the annual Employee Service Awards in 2013 and then
cascaded the same to all employees in all offices and plants of the organization nationwide. Employees were also
given copies of the Code during the cascade and thereafter made to sign their commitment to comply with the
Code and adopt the fundamental standards of conduct and values set out therein.

Procedures are also established for the communication and investigation of concerns regarding the Company’s
accounting, internal accounting controls, auditing, and financial reporting matters under a San Miguel Group-
wide Whistleblowing policy.

The Company will not tolerate retaliation in any form against a director, officer, employee or other interested party
who, in good faith, raises a concern or reports a possible violation under the Whistleblowing policy. This policy,
however, shall not be used for addressing or taking up personal grievances.

The Board of Directors of the Company, at its meeting on November 6, 2015, ratified the approval by the Audit
Committee of the Company’s own Whistle-Blowing Policy. The Policy is aligned with SMC’s Whistleblowing policy
for the San Miguel Group. However, the Company deemed it necessary to have a supplemental Whistle-Blowing
Policy that is broader in coverage, which aims to deter and uncover corrupt, illegal, unethical, fraudulent or other
conduct detrimental to the interest of the Company committed by its employees, as well the latter’s contractors
and suppliers.

The Board ensures the proper and efficient implementation and monitoring of compliance with the Code
of Business Conduct and Ethics, Whistle-Blowing Policy, and other related internal policies of the Company,
including the Personal Data Privacy Policy and Related Party Transactions Policy.

The full texts of the Code of Business Conduct and Ethics, Whistle-Blowing Policy and other related policies may
be found at the Company’s corporate website.
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COMPLIANCE MONITORING

To ensure adherence to corporate governance principles and best practices, as well as applicable laws and relevant
regulations, the Board of Directors has appointed a Compliance Officer for the Company, Atty. Alexandra Bengson
Trillana. The Compliance Officer is responsible for monitoring compliance by the Company with the provisions and
requirements of its Manual on Corporate Governance, as amended from time to time, applicable laws and the rules
and regulations of the relevant regulatory agencies. Such review on compliance with laws and relevant regulations

is conducted on a periodic basis as may be necessary upon the effectivity of such laws and regulations, and at least
annually. Appropriate training and awareness initiatives to facilitate understanding, acceptance and compliance with
the said issuances are also conducted. The Compliance Officer holds the position of Vice President. She is also General
Counsel of the Company and the Food Division. As Compliance Officer, she has direct reporting responsibilities to the
Chairman of the Board.

In May 2017, the Board of Directors approved a Manual on Corporate Governance to align with the New CG Code under
SEC Memorandum Circular No. 19, series of 2016. The new Manual, which has been amended several times since then
as the Company continuously reviews its processes and adopts best practices, is available for viewing and download at
the Company'’s corporate website.

In August 2017, the Board approved the adoption by the Corporate Governance Committee, Related Party Transactions
Committee and Board Risk Oversight Committee of their respective Charters, as reviewed and endorsed by each
Committee. The approval of the adoption by the Audit Committee of its Charter was approved by the Board in August
2012 upon the endorsement of the Audit Committee. Finally in March 2022, the Board approved the Charter of the
Executive Committee upon the endorsement of the Corporate Governance Committee.

The Charters of the Audit Committee, Corporate Governance Committee, Related Party Transactions Committee,
Board Risk Oversight Committee and Executive Committee each outline the purpose, membership and qualifications,
structure and operations, duties and responsibilities, reporting process and performance evaluation of the said Board
Committees, and the procedures which shall guide the conduct of its functions, to ensure adherence by the Company
to the best practices of good corporate governance. The full texts of said Charters may be viewed at the Company’s
corporate website.

In March 2017, upon the endorsement of the Audit Committee, the Board approved the Charter of the Internal Audit
Group of the Company. The Charter was further amended in November 2019, to reflect the new name of the Company
(formerly San Miguel Pure Foods Company Inc.) and clarify that the Charter applies to the Internal Audit Group of the
Company and its Food Division only.

On May 29, 2018, the Company submitted its first Integrated Annual Corporate Governance Report (I-ACGR) in
accordance with SEC Memorandum Circular No. 17, series of 2017. Since then, the Company has submitted and will
continue to submit its FACGR within the prescribed period.

In August 2019, upon the endorsement of the Corporate Governance Committee, the Board approved the Charter of the
Board of Directors of the Company that formalizes and clearly states its roles, responsibilities and accountabilities in
carrying out its fiduciary role.

In August 2020, upon the endorsement of the Corporate Governance Committee, the Board approved self-assessment
forms for the members of the Related Party Transactions Committee, Corporate Governance Committee and Board
Risk Oversight Committee to accomplish at the end of the year, on an annual basis. The forms are in addition to the
self-assessment form for the members of the Audit Committee to accomplish as previously approved by the Board.
All the forms were prepared in accordance with the Charters of the said Committees. The results of the assessment
will be the basis of the formulation of objectives and plans to improve the Committees’ performance, including any
recommendations for amendments to the Committees’ Charters.
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In March 2022, upon the endorsement of the Corporate Governance Committee, the Board approved a Policy on

Board Diversity, in line with Principle 1 of the SEC Code of Corporate Governance for Publicly-Listed Companies on
establishing a competent board of directors. Under the Policy, the selection process of candidates for director shall be
based on merit and an objective criteria that is aligned with the strategic requirements of the Company. Competent and
qualified nominees shall not be discriminated by reason of gender, age, religion, cultural and educational background,
or ethnicity. The Company is assessed annually in accordance with the ASEAN Corporate Governance Scorecard for
publicly listed companies in the ASEAN region, and has been consistently recognized as among the top performing
publicly listed companies in the Philippines.

The Company continues to improve its policies and institutionalize good corporate governance practices, to make this
a competitive edge in the way it conducts business.

ANNUAL TRAINING OR PROGRAM ON CORPORATE GOVERNANCE
The Company encourages its directors and officers to attend continuous professional education programs.

The Company organizes an annual seminar or program on Corporate Governance for directors and key

officers, in accordance with SEC regulations. In 2021, the topics covered in the four-hour course conducted via
videoconferencing in September 2021 were Third Party Risk Management: how to identify possible risks from
third parties, the common examples of third-party risks, and leading practices on managing third party risks such
as risk profiling, due diligence checks and a code of conduct. The training provider also briefed the participants
on the salient features of the CREATE Act, such as the various corporate tax adjustments, and rationalization of
fiscal incentives. All directors and key officers, including the Corporate Secretary and Compliance Officer of the
Company, as well as its internal audit group head, attended a seminar on corporate governance conducted by a
SEC-accredited training provider in 2021.

The Company certifies that, for 2021, it has complied with the provisions of its Manual on Corporate Governance,
save for the election of such number of independent directors as to constitute at least one-third of the

members of the Board (or five out of the 15-member Board of Directors of the Company). In this regard, with

the endorsement of the Corporate Governance Committee following its deliberation of the qualifications of the
nominees for election to the Board of Directors at the 2021 ASM, the Board agreed that the four nominees as
independent directors of the Company possessed all the criteria to enable independent views to be conveyed

at Board discussions and thus competently protect the interests of minority shareholders. The presence of

the four independent directors, which constitute more than 20% of the Board of Directors, was determined to

be sufficient to ensure the exercise of independent judgment on corporate affairs and the proper oversight of
managerial performance, including prevention of conflicts of interest and balancing of competing demands of the
corporation.

WEBSITE

The Company’s Articles of Incorporation, By-laws, Manual on Corporate Governance, Charter of the Board of
Directors, Board Committee Charters, policies, up-to-date information on the Company and its businesses and
products, results of business operations, financial statements, career opportunities and other relevant information
to encourage shareholders including institutional shareholders to attend the ASM, may be viewed at its corporate
website www.smfb.com.ph.
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The Board of Directors
San Miguel Food and Beverage, Inc.

REPORT OF THE AUDIT COMMITTEE
For the year ended December 31, 2021

The undersigned Audit Committee assists the Board of Directors of San Miguel Food and Beverage, Inc. (the
“Company”) in its corporate governance and oversight responsibilities in relation to financial reporting, risk
management, internal controls and internal and external audit processes and methodologies.

In fulfillment of these responsibilities, the Audit Committee performed the following in 2021:

+ We endorsed for approval by the stockholders, and the stockholders approved the appointment of R.G.
Manabat & Co. as the Company’s independent external auditors for 2021;

«  We reviewed and approved the terms of engagement of the external auditor, including the audit, audit-
related and any non-audit services provided by the external auditor to the Company and the fees for such
services, and ensured that the same did not impair the external auditor’s independence and objectivity;

«  We endorsed for approval by the Board, and the Board approved, the appointment of Ms. Ophelia L.
Fernandez, head of the internal audit group of the Company and its food subsidiaries;

+  Wereviewed and approved the scope of the audit and audit programs of the external auditor, as well as the
Company’s internal audit group, and have discussed the results of their audit processes and their findings
and assessment of the Company’s internal controls and financial reporting systems;

+  We reviewed, discussed and recommended for approval of the Board of Directors the Company’s annual
and quarterly consolidated financial statements, and the reports required to be submitted to regulatory
agencies in connection with such consolidated financial statements, to ensure that the information
contained in such statements and reports presents a true and balanced assessment of the Company’s
position and condition and comply with the regulatory requirements of the Securities and Exchange
Commission (SEC) and applicable laws;

«  We reviewed the effectiveness and sufficiency of the Company’s financial and internal controls, risk
management systems, and control and governance processes, confirm that these are adequate, and
ensured that, where applicable, necessary measures are taken to address any concern or issue arising
therefrom; and

+ We reported compliance to the SEC on the results of the accomplishment by the members of the Audit
Committee Self-Rating Form in accordance with the Audit Committee Charter and in compliance with the
requirements of the SEC Memorandum Circular No. 4, Series of 2012.

All members of the Audit Committee, majority of whom are independent directors, are satisfied with the scope
and appropriateness of the Committee’s mandate and that the Committee substantially 