MACAY HOLDINGS, INC. AND SUBSIDIARIES
(formerly Maybank ATR Kim Eng Financial Corporation)
_______________________________________________________________________
NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
________________________________________________________________________
1. Corporate Information
Macay Holdings, Inc., formerly Maybank ATR Kim Eng Financial Corporation and ATR
KimEng Financial Corporation in 2012 and 2011, respectively, (the “Parent Company” or
“MHI”) is a company incorporated in the Philippines and registered with the Philippine
Securities and Exchange Commission (“SEC”) on October 16, 1930. Under its amended
Articles of Incorporation, the corporate life of the Parent Company was extended for another
50 years up to October 16, 2030. The shares of stock of Macay Holdings, Inc. are listed and
traded as “MACAY” on the Philippine Stock Exchange (“PSE”) starting 2013 (formerly
“MAKE”). Macay Holdings, Inc. operates as the holding company of ARC Refreshments
Corporation (ARC Refreshments), a wholly owned subsidiary.
On November 18, 2013, the Parent Company, through its Board of Directors, approved the
investment in a food and beverage company. On December 4, 2013, the SEC approved the
incorporation of ARC Refreshments Corp. (“ARC Refreshments”), of which the Company is a
shareholder to the extent of 250,000,000 shares representing 100.00% ownership. On the
samedate, the board of directors (BOD) approved the change of the trading symbol of the
ParentCompany’s shares in the PSE from “MAKE” to “MACAY’.
The registered office address and principal place of business of the Parent Company is 137
Yakal Street, San Antonio Village, Makati City.
_____________________________________________________________________
2. Basis of Preparation, Statement of Compliance and Summary of Significant
Accounting Policies
Basis of Preparation
The accompanying financial statements have been prepared using the historical cost basis.
These financial statements are presented in Philippine peso (₱), which is the Group’s
functional currency. All amounts are rounded off to the nearest ₱, except when otherwise
indicated.
Statement of Compliance
The consolidated financial statements have been prepared in accordance with Philippine
Financial Reporting Standards (PFRS).
Changes in Accounting Policies and Disclosures
New and Amended Standards and Interpretations and Improved PFRS Adopted in
Calendar Year 2013
The accounting policies adopted are consistent with those of the previous financial year,
except for the adoption of the following new and amended standards and Philippine
Interpretations from International Financial Reporting Interpretations Committee (IFRIC) and
improved PFRS which the Company has adopted starting January 1, 2013. Unless
otherwise indicated, the adoption did not have any significant impact on the financial
statements of the Company.
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•

Amendment to Philippine Accounting Standards 1, Presentation of Financial
Statements Presentation of items of other comprehensive income
The amendments to PAS 1 change the grouping of items presented in statements of
comprehensive income. Items that could be reclassified (or “recycled”) to profit or
loss at a future point in time (i.e., upon derecognition or settlement) would be
presented separately from items that will never be reclassified. The amendment
affects presentation only and has no impact on the Company’s financial position or
performance.

•

PFRS 7, Financial Instruments: Disclosures - Offsetting Financial Assets and
Financial Liabilities (Amendments)
PFRS 10, Consolidated Financial Statements
PFRS 11, Joint Arrangements
PFRS 12, Disclosure of Interests in Other Entities
PFRS 13, Fair Value Measurement
Revised PAS 27, Separate Financial Statements
Revised PAS 28, Investments in Associates and Joint Ventures
Amendments to PFRS 1, First-time Adoption of PFRS - Government Loans
Philippine Interpretation IFRIC 20, Stripping Costs in the Production Phase of a
Surface Mine

•
•
•
•
•
•
•
•

Improvements to PFRS
The Annual Improvements to PFRS (2009-2011 cycle) contain non-urgent but necessary
amendments to the following standards:
• PFRS 1, First-time Adoption of PFRS - Borrowing Costs
• PFRS 1, First-time Adoption of PFRS - Repeated Application of PFRS 1
• PAS 16, Property, Plant and Equipment - Classification of Servicing Equipment
• PAS 32, Financial Instruments: Presentation - Tax Effect of Distribution to
Holders of Equity Instruments
• PAS 34, Interim Financial Reporting - Interim Financial Reporting and Segment
Information for Total Assets and Liabilities
• PAS 1, Presentation of Financial Statements - Clarification of the Requirements
for Comparative Information
Revised PAS 19, Employee Benefits
Amendments to PAS 19 range from fundamental changes such as removing the corridor
mechanism and the concept of expected returns on plan assets to simple clarifications and
rewording. The revised standard also requires new disclosures such as, among others, a
sensitivity analysis for each significant actuarial assumption, information on asset-liability
matching strategies, duration of the defined benefit obligation, and disaggregation of plan
assets by nature and risk. On January 1, 2013, the Company adopted the Revised PAS 19,
Employee Benefits.
For defined benefit plans, the Revised PAS 19 requires all actuarial gains and losses to be
recognized in other comprehensive income and unvested past service costs previously
recognized over the average vesting period to be recognized immediately in statement of
comprehensive income when incurred.
Prior to 2013, actuarial gains and losses are measured using the 10% corridor approach
wherein actuarial gains and losses are recognized in income when the net cumulative
unrecognized actuarial gains and losses for the retirement plan at the end of the previous
reporting period exceeded 10% of the higher of the defined benefit obligation and the fair
value of the plan assets at that date. These gains and losses are recognized over the
remaining estimated working lives of the employees participating in the plan.
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Starting 2013, the Company recognized all actuarial gains and losses immediately in other
comprehensive income as they occur. This change in accounting policy which is aligned with
one of the requirements of Revised PAS 19 is accounted for retroactively. However, the
adoption of Revised PAS 19 did not have significant impact on the Company’s equity as of
December 31, 2012 and 2011, and to the Company’s comprehensive income and cash flows
for the years ended December 31, 2012 and 2011.
New Accounting Standards, Interpretations and Amendments Effective Subsequent to
December 31, 2013
The Company will adopt the following standards and interpretations enumerated below when
these become effective. Except as otherwise indicated, the Company does not expect the
adoption of these new, revised and amended PFRS, PAS and IFRIC to have a significant
impact on its financial statements.
Amendments to PAS 36, Impairment of Assets - Recoverable Amount Disclosures for
Non-Financial Assets
These amendments remove the unintended consequences of PFRS 13 on the disclosures
required under PAS 36. In addition, these amendments require disclosure of the recoverable
amounts for the assets or cash-generating units (CGUs) for which impairment loss has been
recognized or reversed during the period. These amendments are effective retrospectively
for annual periods beginning on or after January 1, 2014 with earlier application permitted,
provided PFRS 13 is also applied. The amendments have no impact on the Company’s
financial position or performance.
Investment Entities (Amendments to PFRS 10, PFRS 12 and PAS 27)
These amendments are effective for annual periods beginning on or after January 1, 2014.
They provide an exception to the consolidation requirement for entities that meet the
definition of an investment entity under PFRS 10. The exception to consolidation requires
investment entities to account for subsidiaries at fair value through profit or loss (FVPL).
Philippine Interpretation IFRIC 21, Levies
IFRIC 21 clarifies that an entity recognizes a liability for a levy when the activity that triggers
payment, as identified by the relevant legislation, occurs. For a levy that is triggered upon
reaching a minimum threshold, the interpretation clarifies that no liability should be
anticipated before the specified minimum threshold is reached. IFRIC 21 is effective for
annual periods beginning on or after January 1, 2014.
Amendments to PAS 39, Financial Instruments: Recognition and Measurement –
Novation of Derivatives and Continuation of Hedge Accounting
These amendments provide relief from discontinuing hedge accounting when novation of
aderivative designated as a hedging instrument meets certain criteria. These amendments
are effective for annual periods beginning on or after January 1, 2014.
Amendments to PAS 32, Financial Instruments: Presentation - Offsetting Financial
Assets and Financial Liabilities
These amendments to PAS 32 clarify the meaning of “currently has a legally enforceable
right to set-off” and also clarify the application of the PAS 32 offsetting criteria to settlement
systems (such as central clearing house systems) which apply gross settlement
mechanisms that are not simultaneous. While the amendment is expected not to have any
impact on the net assets of the Company, any changes in offsetting is expected to impact
leverage ratios and regulatory capital requirements. The amendments to PAS 32 are to be
retrospectively applied for annual periods beginning on or after January 1, 2014.
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Effective in 2015:
Amendments to PAS 19, Employee Benefits - Defined Benefit Plans: Employee
Contributions
The amendments apply to contributions from employees or third parties to defined benefit
plans. Contributions that are set out in the formal terms of the plan shall be accounted for as
reductions to current service costs if they are linked to service or as part of the
remeasurements of the net defined benefit asset or liability if they are not linked to service.
Contributions that are discretionary shall be accounted for as reductions of current service
cost upon payment of these contributions to the plans. The amendments to PAS 19 are to be
retrospectively applied for annual periods beginning on or after July 1, 2014.
Improvements to PFRS
The Annual Improvements to PFRSs (2010-2012 cycle) contain non-urgent but necessary
amendments to the following standards:
•
•
•

•
•
•
•

PFRS 2, Share-based Payment - Definition of Vesting Condition
PFRS 3, Business Combinations - Accounting for Contingent Consideration in
a Business Combination
PFRS 8, Operating Segments - Aggregation of Operating Segments and
Reconciliation of the Total of the Reportable Segments’ Assets to the Entity’s
Assets
PFRS 13, Fair Value Measurement - Short-term Receivables and Payables
PAS 16, Property, Plant and Equipment - Revaluation Method - Proportionate
Restatement of Accumulated Depreciation
PAS 24, Related Party Disclosures - Key Management Personnel
PAS 38, Intangible Assets - Revaluation Method - Proportionate Restatement of
Accumulated Amortization

The Annual Improvements to PFRSs (2011-2013 cycle) contain non-urgent but necessary
amendments to the following standards:
•
•
•
•

PFRS 1, First-time Adoption of Philippine Financial Reporting Standards Meaning of ‘Effective PFRSs’
PFRS 3, Business Combinations - Scope Exceptions for Joint Arrangements
PFRS 13, Fair Value Measurement - Portfolio Exception
PAS 40, Investment Property

No Mandatory Effectivity:
PFRS 9, Financial Instruments
PFRS 9, as issued, reflects the first and third phases of the project to replace PAS 39 and
applies to the classification and measurement of financial assets and liabilities and hedge
accounting, respectively. Work on the second phase, which relate to impairment of financial
instruments, and the limited amendments to the classification and measurement model is
still ongoing, with a view to replace PAS 39 in its entirety. PFRS 9 requires all financial
assets to be measured at fair value at initial recognition. A debt financial asset may, if the fair
value option (FVO) is not invoked, be subsequently measured at amortized cost if it is held
within a business model that has the objective to hold the assets to collect the contractual
cash flows and its contractual terms give rise, on specified dates, to cash flows that are
solely payments of principal and interest on the principal outstanding. All other debt
instruments are subsequently measured at FVPL. All equity financial assets are measured at
fair value either through other comprehensive income (OCI) or profit orloss. Equity financial
assets held for trading must be measured at FVPL. For liabilities designated as at FVPL
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using the fair value option, the amount of change in the fair value of a liability that is
attributable to changes in credit risk must be presented in OCI. The remainder of the change
in fair value is presented in profit or loss, unless presentation of the fair value change
relating to the entity’s own credit risk in OCI would create or enlarge an accounting mismatch
in profit or loss. All other PAS 39 classification and measurement requirements for financial
liabilities have been carried forward to PFRS 9, including the embedded derivative
bifurcation rules and the criteria for using the FVO. The adoption of the first phase of PFRS 9
will have an effect on the classification and measurement of the Company’s financial assets,
but will potentially have no impact on the classification and measurement of financial
liabilities.
On hedge accounting, PFRS 9 replaces the rules-based hedge accounting model of PAS 39
with a more principles-based approach. Changes include replacing the rules-based hedge
effectiveness test with an objectives-based test that focuses on the economic relationship
between the hedged item and the hedging instrument, and the effect of credit risk on that
economic relationship; allowing risk components to be designated as the hedged item, not
only for financial items, but also for non-financial items, provided that the risk component is
separately identifiable and reliably measurable; and allowing the time value of an option, the
forward element of a forward contract and any foreign currency basis spread to be excluded
from the designation of a financial instrument as the hedging instrument and accounted for
as costs of hedging. PFRS 9 also requires more extensive disclosures for hedge accounting.
PFRS 9 currently has no mandatory effective date. PFRS 9 may be applied before the
completion of the limited amendments to the classification and measurement model and
impairment methodology. The Company will not adopt the standard before the completion of
the limited amendments and the second phase of the project.
Deferred Effectivity:
Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate
This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors. The
interpretation requires the revenue on construction of real estate be recognized only upon
completion, except when such contract qualifies as construction contract to be accounted for
under PAS 11, Construction Contracts, or involves rendering of services in which case
revenue is recognized based on the stage of completion. Contracts involving provision of
services with the construction materials and where the risks and reward of ownership are
transferred to the buyer on a continuous basis will also be accounted for based on stage of
completion. The Philippine SEC and the Financial Reporting Standards Council have
deferred the effectivity of this interpretation until the final revenue standard is issued by
International Accounting Standards Board and an evaluation of the requirements of the final
revenue standard against the practices of the Philippine real estate industry is completed.
Improvements to PFRS
The Annual Improvements to PFRSs (2010-2012 cycle) contain non-urgent but necessary
amendments to the following standards:
•
•
•

•

PFRS 2, Share-based Payment - Definition of Vesting Condition
PFRS 3, Business Combinations - Accounting for Contingent Consideration in
a Business Combination
PFRS 8, Operating Segments - Aggregation of Operating Segments and
Reconciliation of the Total of the Reportable Segments’ Assets to the Entity’s
Assets
PFRS 13, Fair Value Measurement - Short-term Receivables and Payables
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•
•
•

PAS 16, Property, Plant and Equipment - Revaluation Method – Proportionate
Restatement of Accumulated Depreciation
PAS 24, Related Party Disclosures - Key Management Personnel
PAS 38, Intangible Assets - Revaluation Method - Proportionate Restatement of
Accumulated Amortization

The Annual Improvements to PFRSs (2011-2013 cycle) contain non-urgent but necessary
amendments to the following standards:
•
•
•
•

PFRS 1, First-time Adoption of Philippine Financial Reporting Standards –
Meaning of ‘Effective PFRSs’
PFRS 3, Business Combinations - Scope Exceptions for Joint Arrangements
PFRS 13, Fair Value Measurement - Portfolio Exception
PAS 40, Investment Property

Summary of Significant Accounting Policies
Revenue Recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to
the Company and the revenue can be reliably measured. The following specific recognition
criteria must also be met before revenue is recognized:
Sale of Goods
Revenue from the sale of goods is recognized when the risks and rewards of ownership of
the goods have passed to the buyer, usually on delivery of the goods. Revenue recognized
is net of trade deals and pick-up discounts.
Interest Income
Interest income is recognized as it accrues using the effective interest rate (EIR) method.
Other Income
Other income is recognized when earned.
Cost and Expense Recognition
Costs and expenses are decreases in economic benefits during the accounting period in the
form of outflows or depletions of assets or incurrence of liabilities that result in decreases in
equity, other than those relating to distributions to equity participants. Cost and expenses are
generally recognized when the expense arises following the accrual basis of accounting.
Cost of Sales
Cost of sales, which comprise mainly of purchases of raw materials and production cost, are
recognized when incurred.
Selling and Marketing Expenses
Selling and marketing expenses consist of costs associated with the development and
execution of marketing promotion activities and all expenses connected with selling,
servicing and distributing Company products and items purchased for resale. Selling and
marketing expenses are generally recognized when the service is incurred or the expense
arises.
General and Administrative Expenses
General and administrative expenses are incurred in the normal course of business and are
generally recognized when the services are used or expenses arise.
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Cash
Cash includes cash on hand and cash with banks earning interest at floating rates based on
daily bank deposit rates.
Financial Instruments
Financial instruments are recognized in the statement of financial position when the
Company becomes a party to the contractual provisions of the instrument. In the case of a
regular way purchase or sale of financial assets, recognition and derecognition, as
applicable, is done using trade date accounting. Financial instruments are recognized initially
at fair value (in the case of an asset) or received (in the case of a liability). The initial
measurement of financial instruments, except for those classified as at FVPL, includes
transaction cost.
The Company classifies its financial assets in the following categories: financial assets at
FVPL, held-to-maturity (HTM) financial assets, loans and receivables and AFS financial
assets. The Company classifies its financial liabilities as financial liabilities at FVPL and
other financial liabilities. The classification depends on the purpose for which the financial
assets were acquired or liabilities incurred and whether they are quoted in an active market.
Management determines the classification of its financial assets and liabilities at initial
recognition and, where allowed and appropriate, re-evaluates such designation at every
financial reporting date. As of September 30, 2014 and December 31, 2013, the Company
has no AFS financial assets, financial assets at FVPL, HTM financial assets and financial
liabilities at FVPL.
Financial instruments are classified as liabilities or equity in accordance with the substance
of the contractual arrangement. Interest, dividends, gains and losses relating to a financial
instrument or a component that is a financial liability are reported as expense or income.
Distributions to holders of financial instruments classified as equity are charged directly to
equity, net of any related income tax benefits.
“Day 1” Difference
Where the transaction price in a non-active market is different from the fair value from other
observable current market transactions in the same instrument or based on a valuation
technique whose variables include only data from observable market, the Company
recognizes the difference between the transaction price and fair value (a “Day 1” difference)
in the statement of comprehensive income unless it qualifies for the recognition as some
other type of asset. In cases where data which is not observable is used, the difference
between the transaction price and model value is only recognized in the statement of
comprehensive income when the inputs become observable or when the instrument is
derecognized. For each transaction, the Company determines the appropriate method of
recognizing the “Day 1” difference amount.
Loans and Receivables
Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They are not entered into with the
intention of immediate or short-term resale and are not classified as financial assets held for
trading, designated as AFS financial assets or designated at FVPL. This accounting policy
relates to the Company’s “Cash and cash equivalents”, “Trade and other receivables” and
“Deposits with suppliers” accounts.
Loans and receivables are recognized initially at fair value, which normally pertains to the
billable amount. After initial measurement, loans and receivables are measured at amortized
cost using the EIR method, less allowance for impairment losses. Amortized cost is
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calculated by taking into account any discount or premium on acquisition and fees that are
an integral part of the EIR. The amortization, if any, is included in interest income under
“Interest income” account in the statement of comprehensive income. The losses arising
from impairment of receivables are recognized in the statement of comprehensive income
under “General and administrative expenses” account. The level of allowance for impairment
losses is evaluated by management on the basis of factors that affect the collectability of
accounts (see accounting policy on Impairmentof Financial Assets Carried at Amortized
Cost).
Loans and receivables are classified as current assets when they are expected to be
realized within 12 months from the reporting date or within the normal operating cycle,
whichever is longer. Otherwise, these are classified as noncurrent assets.
Other Financial Liabilities
Issued financial instruments or their components, which are not classified as at FVPL are
classified as other financial liabilities, where the substance of the contractual arrangement
results in the Company having an obligation either to deliver cash or another financial asset
to the holder, or to satisfy the obligation other than by the exchange of a fixed amount of
cash or another financial asset for a fixed number of own equity shares. The components of
issued financial instruments that contain both liability and equity elements are accounted for
separately, with the equity component being assigned the residual amount after deducting
from the instrument as awhole the amount separately determined as the fair value of the
liability component on the date ofissue. Other financial liabilities are initially recorded at fair
value, less directly attributable transaction costs. After initial measurement, other financial
liabilities are measured at amortized cost using the EIR method.
Amortized cost is calculated by taking into account any discount or premium on the issue
and fees that are an integral part of the EIR. Any effects of restatement of foreign currencydenominated liabilities, if any, are recognized in “Foreign exchange loss (gain)” account in
the statements of comprehensive income.
Other financial liabilities are classified as current liabilities when they are expected to be
settled within 12 months from the reporting date or when the Company has an unconditional
right to defer settlement for at least twelve months from reporting date. Otherwise, they are
classified as noncurrent liabilities.
This accounting policy applies primarily to the Company’s “Trade and other payables”
and“Short-term loans payable” accounts that meet the above definition (other than liabilities
covered by other accounting standards, such as income tax payable and retirement liability).
Impairment of Financial Assets Carried at Amortized Cost
The Company assesses at each reporting date whether a financial asset or group of
financial assets is impaired. A financial asset or group of financial asset is deemed impaired
if, and only if, there is objective evidence of impairment as a result of one or more events
that has or have occurred after initial recognition of the asset (an incurred “loss event”) and
that loss has an impact on the estimated future cash flows of the financial asset or the group
of financial asset that can be reliably estimated. Objective evidence of impairment may
include indications that borrower is experiencing significant financial difficulty, default or
delinquency reorganization and where observable data indicate that there is measurable
decrease in the estimated future cash flows, such as charges in arrear or economic
condition that correlate with default.
The Company first assesses whether an objective evidence of impairment exists individually
for financial assets that are individually significant, and collectively for financial assets that
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are not individually significant. If it is determined that no objective evidence of impairment
exists for an individually assessed financial asset, whether significant or not, the asset is
included in a group of financial assets with similar credit risk characteristics and that group of
financial assets is collectively assessed for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is or continues to be recognized are not
included in a collective assessment of impairment.
If there is objective evidence that an impairment loss on receivables carried at amortized
cost has been incurred, the amount of the loss is measured as the difference between the
assets’ carrying amount and the present value of estimated future cash flows (excluding
future credit losses that have not been incurred) discounted at the financial asset’s original
EIR (i.e., the EIR computed at initial recognition). The carrying amount of the asset shall be
reduced either directly or through the use of an allowance account. The amount of the loss
shall be recognized in the statement of comprehensive income.
In relation to receivables, a provision for impairment is made when there is objective
evidence (such as the probability of insolvency or significant financial difficulties of the
debtor) that the Company will not be able to collect all of the amounts due under the original
terms of the invoice. Impaired receivables are derecognized when they are assessed as
uncollectible. If, in a subsequent period, the amount of the impairment loss decreases and
the decrease can be related objectively to an event occurring after the impairment was
recognized, the previously recognized impairment loss is reversed. Any subsequent reversal
of an impairment loss is recognized in the statement of comprehensive income, to the extent
that the carrying value of the asset does not exceed its amortized cost at the reversal date.
Derecognition of Financial Instruments
Financial Asset
A financial asset (or, where applicable a part of a financial asset or part of a group of similar
financial assets) is derecognized when:
1. the rights to receive cash flows from the asset have expired;
2. the Company retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; or,
3. the Company has transferred its rights to receive cash flows from the asset and either (a)
has transferred substantially all the risks and rewards of the asset, or (b) has neither
transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.
Where the Company has transferred its rights to receive cash flows from an asset and has
entered into a “pass through” arrangement, and has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the
asset is recognized to the extent of the Company’s continuing involvement in the asset.
Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying amount of the asset and the maximum amount
of consideration that the Company could be required to repay.
Financial Liability
A financial liability is derecognized when the obligation under the liability is discharged,
cancelled or has expired. Where an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are
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substantially modified, such an exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognized in statement of comprehensive income.
Offsetting Financial Instruments
Financial assets and financial liabilities are offset and the net amount is reported in the
statement of financial position if, and only if, there is a currently enforceable legal right to
offset the recognized amount and there is an intention to settle on a net basis, or to realize
the asset and settle the liability simultaneously. This is not generally the case with master
netting agreements, and the related assets and liabilities are presented gross in the
statement of financial position.
Inventories
Inventories are valued at the lower of cost and net realizable value (NRV). Cost is
determined using the moving-average method and includes expenditures incurred in
bringing the materials and supplies to their existing location and condition. NRV is the
estimated selling price in the ordinary course of business less estimated costs necessary to
make the sale. Any write-down of materials and supplies to NRV is recognized as an
expense in statement of comprehensive income in the year incurred.
Deferred Containers
Deferred containers are recognized upon the purchase of bottles, pallets and shells. This
represents the cost of inventories not covered by the deposit value. Deferred containers is
carried at cost less accumulated amortization and any impairment in value.
Deferred containers are amortized over 3 years using the straight-line method to allocate the
cost of bottles, pallets and shells over its estimated useful life.
Property, Plant and Equipment
Property, plant and equipment, except for land, are carried at cost less accumulated
depreciation, depletion and any impairment in value. Land is carried at cost.
The initial cost of property, plant and equipment consists of construction cost, and its
purchase price, including import duties and nonrefundable purchase taxes and any directly
attributable costs of bringing the asset to the location and condition for its intended use.
Subsequent costs that can be measured reliably are added to the carrying amount of the
asset when it is probable that future economic benefits associated with the asset will flow to
the Company. The costs of day-to-day servicing of an asset are recognized as an expense
in the period in which they are incurred.
Each part of an item of property and equipment with a cost that is significant in relation to the
total cost of the item is depreciated separately.
Depreciation on property, plant and equipment is calculated using the straight-line method to
allocate the cost of each asset less its residual value over its estimated useful life.
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The average estimated useful lives of property, plant and equipment are as follows:

Category
Building
Machineries	
  and	
  equipment
Vehicles
Land	
  and	
  leasehold	
  improvements
Tools
Laboratory	
  equipment
Office	
  and	
  other	
  equipment
Waste	
  water	
  facility

Number	
  of	
  Years
20
10
5
5
3
2
2-‐3
2-‐5

The useful lives and depreciation method are reviewed periodically to ensure that the
periods and method of depreciation are consistent with the expected pattern of economic
benefits from items of property and equipment.
When assets are disposed of, or are permanently withdrawn from use and no future
economic benefits are expected from their disposals, the cost and accumulated depreciation
and impairment losses, if any, are removed from the accounts and any resulting gain or loss
arising from the retirement or disposal is recognized in profit or loss.
Fully depreciated property plant and equipment are retained in the accounts until these are
no longer in use.
Impairment of Nonfinancial Assets
Property, plant and equipment and deferred containers are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset
may not be recoverable. If any such indication exists and where the carrying amount of an
asset exceeds its estimated recoverable amount, the asset or cash generating unit (CGU) is
written down to its recoverable amount. The estimated recoverable amount is the higher of
fair value less cost to sell and value in use. The fair value less cost to sell is the amount
obtainable from the sale of an asset in an arm’s length transaction less the costs of disposal
while value in use is the present value of estimated future cash flows expected to arise from
the continuing use of an asset and from its disposal at the end of its useful life. In assessing
value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the non-financial asset. For an asset that does not generate largely
independent cash inflows, the estimated recoverable amount is determined for the CGU to
which the asset belongs. Impairment losses are recognized in the profit or loss.
In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset. The Company used value in use to
assess the recoverable amount of an asset.
Recovery of impairment losses recognized in prior years is recorded when there is an
indication that the impairment losses recognized for the asset no longer exist or have
decreased. The recovery is recorded in the statement of comprehensive income. However,
the increased carrying amount of an asset due to a recovery of an impairment loss is
recognized to the extent it does not exceed the carrying amount that would have been
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determined (net of depreciation) had no impairment loss been recognized for that asset in
prior years.
Input Value-Added Tax (VAT)
Input VAT represents VAT imposed to the Company by its suppliers for the acquisition of
goods and services as required by the Philippine taxation laws and regulations.
Input taxes, which are included under the “Other noncurrent assets” account in the
statement of financial position and stated at their estimated net realizable value, will be used
to offset against the Company’s output VAT liabilities.
Provisions
Provisions are recognized when (a) the Company has a present obligation (legal or
constructive) asa result of a past event; (b) it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation; and (c) a reliable
estimate can be made of the amount of the obligation. If the effect of the time value of
money is material, provisions are determined by discounting the expected future cash flows
at a pre-tax rate that reflects current market assessments of the time value of money and,
where appropriate, the risks specific to the liability. Where discounting is used, the increase
in the provision due to the passage of time is recognized as interest expense.
Where the Company expects some or all of a provision to be reimbursed, the reimbursement
is recognized as a separate asset but only when the reimbursement is virtually certain. The
expense relating to any provision is presented in the statement of comprehensive income,
net of any reimbursement.
Capital Stock
The Company has issued capital stock that is classified as equity. Incremental costs directly
attributable to the issue of new capital stock are shown in equity as a deduction, net of tax,
from the proceeds.
Retained Earnings
The amount included in retained earnings includes profit attributable to the Company’s
stockholders and reduced by dividends. Dividends are recognized as a liability and deducted
from equity when they are declared. Interim dividends are deducted from equity when they
are paid. Dividends for the year that are approved after the reporting date are dealt with as
an event after the reporting date. Retained earnings may also include effect of changes in
accounting policy as may be required by transitional provisions of new accounting standards.
Leases
Determination of Whether an Arrangement Contains a Lease
The determination of whether an arrangement is, or contains a lease is based on the
substance of the arrangement and requires an assessment of whether the fulfillment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement
conveys a right to use the asset. A reassessment is made after inception of the lease only if
one of the following applies:
(a) There is a change in contractual terms, other than a renewal or extension of the
arrangement;
(b) A renewal option is exercised or extension granted, unless the term of the renewal or
extension was initially included in the lease term;
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(c) There is a change in the determination of whether fulfillment is dependent on a specific
asset; or,
(d) There is a substantial change to the asset.
Where a reassessment is made, lease accounting shall commence or cease from the date
when the change in circumstances gives rise to the reassessment for scenarios (a), (c) or (d)
above, and at the date of renewal or extension period for scenario (b).
Operating Leases - The Company as a Lessee
Operating leases represent those leases under which substantially all risks and rewards of
ownership of the leased assets remain with the lessors. Lease payments under an operating
lease are recognized as an expense in the statement of comprehensive income on a
straight-line basis over the lease term.
Retirement Liability
The net defined benefit liability or asset is the aggregate of the present value of the defined
benefit obligation at the end of the reporting period reduced by the fair value of plan assets
(if any), adjusted for any effect of limiting a net defined benefit asset to the asset ceiling. The
asset ceiling is the present value of any economic benefits available in the form of refunds
from the plan or reductions in future contributions to the plan.
The cost of providing benefits under the defined benefit plans is actuarially determined using
the projected unit credit method.
Defined benefit costs comprise the following:
• Service cost
• Net interest on the net defined benefit liability or asset
• Remeasurements of net defined benefit liability or asset
Service costs which include current service costs, past service costs and gains or losses on
non routine settlements are recognized as expense in profit or loss. Past service costs are
recognized when plan amendment or curtailment occurs.
Net interest on the net defined benefit liability or asset is the change during the period in the
net defined benefit liability or asset that arises from the passage of time which is determined
by applying the discount rate based on high quality corporate bonds to the net defined
benefit liability or asset. Net interest on the net defined benefit liability or asset is recognized
as expense or income in the statement of comprehensive income.
Remeasurements comprising actuarial gains and losses, return on plan assets and any
change in the effect of the asset ceiling (excluding net interest on defined benefit liability) are
recognized immediately in other comprehensive income in the period in which they arise.
Remeasurements are not reclassified to profit or loss in subsequent periods. These are
retained in other comprehensive income until full settlement of the obligation.
Foreign Currency-denominated Transactions
Transactions in foreign currencies are recorded using the exchange rate at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are translated
using the rate of exchange at the balance sheet date. Foreign exchange differences
between rate at transaction date and rate at settlement date or balance sheet date are
recognized in the parent company statement of comprehensive income. Nonmonetary items
that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates as at the dates of the initial transactions.
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Income Taxes
Current Income Tax
Current tax liabilities for the current and prior periods are measured at the amount expected
to be paid to the tax authority. The tax rates and tax laws used to compute the amount are
those that have been enacted or substantively enacted as at the reporting date.
Deferred Income Tax
Deferred income tax is provided, using the reporting liability method, on all temporary
differences at the reporting date between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.
Deferred income tax liabilities are recognized for all taxable temporary differences. Deferred
income tax assets are recognized for all deductible temporary differences, carry forward
benefit of unused tax credits to the extent that it is probable that sufficient future taxable
profit will be available against which the deductible temporary differences can be utilized.
The carrying amount of deferred income tax assets is reviewed at each reporting date and
reduced to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred income tax assets to be utilized. Unrecognized
deferred income tax assets are reassessed at each reporting date and are recognized to the
extent that it has become probable that future taxable profit will allow the deferred income
tax assets to be recovered.
Deferred income tax assets and liabilities are measured at the tax rate that is expected to
apply to the period when the asset is realized or the liability is settled, based on tax rates
(and tax laws) that have been enacted or substantively enacted at reporting date.
Income tax relating to items recognized directly in equity is recognized in equity and as other
comprehensive income in the statement of comprehensive income and not as part of net
income.
Contingencies
Contingent liabilities are not recognized in the financial statements. These are disclosed in
the notes to financial statements unless the possibility of an outflow of resources embodying
economic benefits is remote. Contingent assets are not recognized in the financial
statements but disclosed in the notes to financial statements when an inflow of economic
benefits is probable.
_________________________________________________________________________
3. Management’s Use of Judgment and Estimates
The preparation of the financial statements in accordance with PFRS requires the Company
to make judgments and estimates that affect reported amounts of assets, liabilities, income
and expenses and disclosure of contingent assets and contingent liabilities. Future events
may occur which will cause the assumptions used in arriving at the estimates to change. The
effects of any change in estimates are reflected in the financial statements as they become
reasonably determinable.
Judgments, estimates and assumptions are continually evaluated and are based on
historical experience and other factors, including expectations of future events that are
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believed to be reasonable under the circumstances. Actual results could differ from such
estimates.
Judgments
In the process of applying the Company’s accounting policies, management has made
judgments, apart from those involving estimations, which has the most significant effect on
the amounts recognized in the financial statements.
Determining Functional Currency
The Company, based on the relevant economic substance of the underlying circumstances,
has determined its functional currency to be the Philippine Peso. It is the currency of the
primary economic environment in which the Company primarily operates.
Determining Operating Lease Commitments - Company as Lessee
The Company has determined that the lessor retains all significant risks and rewards of
ownership of these properties. These lease agreements are accounted for as operating
leases.
Estimates and Assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty
at reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets within the next financial year are discussed below.
Estimating Impairment Losses on Receivables
The Company assesses at each reporting date whether there is any objective evidence that
receivables are impaired. To determine whether there is objective evidence of impairment,
the Company considers factors such as the probability of insolvency or significant financial
difficulties of the affiliated companies and default or significant delay in payments. Where
there is objective evidence of impairment, the amount and timing of future cash flows are
estimated based on age and status of the financial asset, as well as historical loss
experience. Allowance for impairment loss is provided when management believes that the
receivable balance cannot be collected or realized after exhausting all efforts and courses of
action.
In addition to specific allowance against individually significant loans and receivables, the
Company also makes a collective impairment allowance against exposures which, although
not specifically identified as requiring a specific allowance, have a greater risk of default than
when originally granted. This collective allowance is based on any deterioration in the
Company’s assessment of the accounts since their inception. The Company’s assessments
take into consideration factors such as any deterioration in country risk and industry, as well
as identified structural weaknesses or deterioration in cash flows.
As of September 30, 2014 and December 31, 2013, trade and other receivables, net of
allowance for probable losses, amounted to ₱584.05 million and ₱171.29 million,
respectively. Allowance for probable losses on receivables amounted to ₱11.57 million as of
September 30, 2014. 	
  
Estimating Useful Lives of Property, Plant and Equipment
The Company estimates the useful lives of property, plant and equipment based on the
period over which the assets are expected to be available for use. The estimated useful lives
of property, plant and equipment are reviewed periodically and are updated if expectations
differ from previous estimates based on factors that include asset utilization, internal
technical evaluation, technological changes, environmental and anticipated use of the assets
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tempered by related industry benchmark information. It is possible, however, that future
results of operations could be materially affected by changes in estimates brought about by
changes in factors mentioned above.The amounts and timing of recorded expenses for any
period would be affected by changes inthese factors and circumstances.
The Company recognized depreciation expense amounting to ₱130.99 million and ₱100.46
million as at September 30, 2014 and 2013, respectively. The carrying amounts of property,
plant and equipment amounted to ₱923.22 million and ₱842.23 million as of September 30,
2014 and December 31, 2013, respectively.
Estimating Useful Lives of Deferred Containers
The Company estimates the useful lives of deferred containers based on the trip lives of
containers which is three years. The estimated useful lives of deferred containers are based
on industry practice and are reviewed periodically as determined by management based on
the containers profile and optimal float analyses conducted by the Company. Change in
accounting estimates shall be recognized prospectively in the statements of comprehensive
income.
The Company recognized amortization expense amounting to ₱482.40 million and ₱396.41
million as at September 30, 2014 and 2013, respectively. The carrying amounts of deferred
containers as of September 30, 2014 and December 31, 2013 amounted to ₱1.13 billion and
₱957.78 million, respectively.
Estimating Pension Cost
The determination of the Company’s obligation and cost for pension benefits is dependent
on the selection of certain assumptions used by actuaries in calculating such amounts. In
accordance with Revised PAS 19, Employee Benefits, actual results that differ from the
Company’s assumptions are accumulated and amortized over future periods and therefore,
generally affect the Company’s recognized expense and recorded obligation in such future
periods. While management believes that its assumptions are reasonable and appropriate,
significant differences in actual experience or significant changes in the assumptions may
materially affect the Company’s pension and other pension obligations.
_________________________________________________________________________
4. Seasonality of Operations
Similar to other beverage company, the company’s sales are subject to seasonality. Sales
are at a peak during summer from March through June and lower during the rainy season of
July to October. Higher sales are likewise experienced around the Christmas/New Year
period in the middle of December through early January. These may cause the Company’s
results to fluctuate. In addition, the Company’s performance may be affected by unforeseen
events, such as production interruptions. Consequently, comparisons of Sales and operating
results between periods within a single year, or between different periods in different
financial years may be pointless and should not be relied upon as indicators.
_________________________________________________________________________
5. Financial Risk Management and Capital Management
The Company’s financial instruments consist mainly of cash and cash equivalents, trade and
other receivables, due to and from related parties, short-term loans payable, trade and other
payables excluding statutory payables. The main purpose of the Company’s dealings in
financial instruments is to fund its operations and capital expenditures.
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The risks arising from the Company’s financial instruments are credit risk, liquidity risk and
foreign exchange risk.
The BOD has the overall responsibility for the establishment and oversight of the Company’s
risk management policies. The Finance & Accounting Manager is responsible for developing
and monitoring the Company’s risk management policies. Issues affecting the operations of
the Company are reported regularly to the BOD.
Management addresses the risks faced by the Company in the preparation of its annual
operating budget. Mitigating strategies and procedures are also devised to address the risks
that inevitably occur so as not to affect the Company’s operations and forecasted results. The
Company, 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.
Credit Risk
Credit risk is the risk of financial loss to the Company if counterparty to a financial instrument
fails to meet its contractual obligations. The Company’s credit risk exposure arises principally
from the possibility that the counterparties may fail to fulfill their agreed obligations. To manage
such risk, the Company monitors its receivables on an ongoing basis. The objective is to
reduce the risk of loss through default of counterparties.
The Company establishes an allowance for impairment that represents its estimate of incurred
losses in respect of receivables. The main components of this allowance are specific loss
component that relates to individually significant exposures, and a collective loss component
established for groups of similar assets in respect of losses that have been incurred but not
yet identified. The collective allowance is determined based on historical data of payment
statistics for similar financial assets.
With respect to credit risk arising from the financial assets of the Company, which comprise of
cash and cash equivalents and receivables, the Company’s exposure to credit risk arises from
a possible default of the counterparties with a maximum exposure equal to the carrying
amounts of these instruments.
The tables below show the credit quality by class of financial assets.

September 30, 2014
Neither Past Due Nor impaired
High Grade
Cash and cash equivalents

Standard Grade

	
  1,232,503,992
576,249,963

Deposit with suppliers

543,438,605
1,232,503,992

Impaired

Total
1,232,503,992

Trade and other receivables

Total credit risk exposure

Past Due
But Not
Impaired

1,119,688,568

*Excluding cash on hand
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7,805,276

584,055,240
543,438,605

7,805,276

2,359,997,837

	
  
December 31, 2013
Neither Past Due Nor impaired
High Grade
Cash and cash equivalents

Standard Grade

Impaired

Total

3,654,382,725

Trade and other receivables
Deposit with suppliers
Total credit risk exposure

Past Due But
Not Impaired

3,654,382,725

3,654,382,725
171,289,333

171,289,333

54,118,334

54,118,334

225,407,667

3,879,790,392

*Excluding cash on hand

The Company has assessed the credit quality of the following financial assets:
1. Cash and cash equivalents are assessed as high grade since these are deposited with
reputable banks.
2. Trade and other receivables, which pertain mainly to receivables from related parties,
officers and employees and others, were assessed as standard grade and past due but not
impaired since there were no history of default on the outstanding receivables as of
September 30, 2014 and December 31, 2013. These were assessed based on past
collection experience and the debtors’ ability to pay the receivables.
3. Deposit with suppliers is considered as standard grade financial assets as these are
settled on their due dates even without an effort from the Company to follow them up.
Liquidity Risk
Liquidity risk is the risk that the Company will be unable to meet its obligations as they fall due.
To effectively manage liquidity risk, the Company has arranged for funding from related
parties and continues to dispose of scrap, obsolete and excess assets to raise additional
funds aside from the capital restructuring completed in 2008.
The following are the contractual maturities of financial liabilities, including estimated interest
payments and excluding the impact of netting agreements:
	
  Due	
  and	
  
Demandable	
  	
  

September	
  30,	
  2014	
  
Trade	
  and	
  Other	
  Payables	
  
Short-‐term	
  loans	
  payable	
  

	
  Within	
  6	
  
Months	
  	
  

2,653,501,454	
  

74,093,870	
  
	
  
80,241,311	
  	
  
154,335,181	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  -‐	
  	
  	
  	
  	
  

2,653,501,454	
  	
  	
  	
  
*Excluding statutory payables

December	
  31,	
  2013	
  

	
  6	
  to	
  12	
   	
  Over	
  1	
  
Months	
  	
   Year	
  	
  

	
  Total	
  	
  
2,727,595,324	
  	
  
80,241,311	
  	
  
2,807,836,635	
  

	
  
-‐	
  	
  

	
  
	
  

	
  Due	
  and	
  
Demandable	
  	
  

Trade	
  and	
  Other	
  Payables	
  
Short-‐term	
  loans	
  payable	
  

1,586,912,420	
  

	
  	
  

1,586,912,420	
  	
  	
  

	
   	
  Within	
  6	
  
Months	
  	
  

	
  	
  6	
  to	
  12	
   	
  	
  Over	
  1	
   	
  
Months	
  	
   Year	
  	
  

	
  296,114,271	
  	
  	
  

1,586,912,420	
  	
  
	
  
296,114,271	
  
	
  
-‐	
  	
  	
  	
   1,883,026,691	
  	
  

	
  
-‐	
  	
  	
  	
  	
  

296,114,271	
  	
  

*Excluding statutory payable
**Based on pooled figures from
the audited financial statements
of the pooled companies
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  Total	
  	
  

	
  

	
  

Foreign Exchange Risk
Foreign exchange risk is the risk to earnings or capital arising from changes in foreign
exchange rates. The Company uses the Peso (₱) as its functional currency and is therefore
exposed to foreign exchange movements, primarily on the US Dollar ($). The Company
follows a policy to manage this risk by closely monitoring its cash flow position and by
providing forecast on its exposures in non-peso currency.
The balances of the Company’s financial assets and liabilities denominated in foreign currency
translated in Philippine peso, as of September 30, 2014 and December 31, 2013, are as
follows:

September 30, 2014
Original
Translated
Currency
in ₱
in $

December 31, 2013
Original
Translated in
Currency in
₱
$

Financial asset:
Cash and cash equivalents

633,504

28,526,696

1,688,055

74,093,870

Financial liabilities:
Trade and other payables

2,806,570

124,597,675

6,669,996

296,114,471

(9,476,566)

(420,712,146)

Short-term loans payable
Net exposure

(1,054,551)

(45,567,174)

As of September 30, 2014 and December 31, 2013, the exchange rate of the Philippine peso
to the USD is ₱43.03 and ₱44.40, respectively.
The following table demonstrates the sensitivity to a reasonably possible change in Philippine
Peso/US Dollar exchange rate, with all other variables held constant, of the Company’s
income before income tax. There is no other impact on the Company’s equity other than those
affecting the statement of comprehensive income.
Change in exchange rate
$ strengthens by 5%
Increase (decrease) in income
before income tax and equity
September 30, 2014
December 31, 2013

(₱ 2,278,359)
(21,035,607)

$ weakens by 5%

₱ 2,278,359
21,035,607

Fair Values of Financial Instruments
Fair value is defined as the amount at which the financial instruments could be exchanged in a
current transaction between knowledgeable willing parties in an arm’s length transaction, other
than in a forced liquidation or sale. Fair values are obtained from quoted market prices,
discounted cash flow models and option pricing models, as appropriate.
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The following financial assets and financial liabilities approximate their values as at reporting
dates:
Cash and cash equivalents
The carrying amounts of cash and cash equivalents approximate their fair value due to the
short term maturity of these financial instruments.
Trade and other receivables, Short-term loans payable and Trade and other payables
Similarly, the carrying amounts of trade and other receivable, short-term loans payable and
trade and other payables, which are all subject to normal trade terms, approximate their fair
values.
Deposit with suppliers
These are presented at cost since the timing and amounts of future cash flows related to the
deposit with suppliers are linked to the termination of the contract which cannot be reasonably
and reliably estimated.
Fair Value Hierarchy
The Company uses the following hierarchy for determining and disclosing the fair value of
financial instruments by valuation technique:
•
•
•

Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or
liabilities
Level 2 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable
Level 3 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable

Capital Management
The Company maintains a capital base to cover risks inherent in the business. The primary
objective of the Company’s capital management is to increase the value of shareholders’
investment. The Company sets strategies with the objective of establishing a versatile and
resourceful financial management and capital structure upon commencement of its operations.
The BOD has overall responsibility for monitoring of capital in proportion to risk. Profiles for
capital ratios are set in the light of changes in the Company’s external environment and the
risks underlying the Company’s business operations and industry. No changes were made in
the objectives, policies or processes during the year.
The following table summarizes what the Company considers as its total capital as at reporting
dates:
September 30, 2014

December 31, 2013

₱ 1,068,393,223

₱ 1,068,393,232

Additional Paid-in Capital

1,133,335,524

1,133,335,524

Retained Earnings

1,090,315,777

2,860,165,911

₱ 3,292,044,525

₱ 5,061,894,667

Capital stock
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of
Operations.
Background Information
On 25 October 2013, the shares of Macay Holdings, Inc. (the “Company” or “Macay”),
formerly Maybank ATR Kim Eng Financial Corporation (MAKE), totaling 958,923,466 shares
representing 89.75% of the outstanding capital stock of the Company, were sold to Mazy’s
Capital, Inc. Among the conditions for such acquisition was the sale for cash of substantially
all of the assets of the Company to Maybank ATR Kim Eng Capital Partners, Inc.
(MATRKECP), which assets included the Company’s shareholdings in its subsidiaries,
AsianLife and General Assurance Corporation and ATR Kim Eng Land, Inc. Consequently,
these subsidiaries, which made up the former businesses of the Company, were
consolidated under MATRKECP.
As a result, the Company retained mostly only cash and receivables as its assets, with the
latter consisting almost entirely of amounts due from the sale. Total assets were at ₱3.701
billion as of end-September 2013, while liabilities went down to ₱38 million, made up mostly
of taxes payable related to the sale transactions. Total equity attributable to shareholders
was at ₱3.663 billion.
Thereafter, on 18 November 2013, the Company, through its Board of Directors, approved
the investment of the Company in a food and beverage company. On 03 December 2013,
the Securities and Exchange Commission approved the incorporation of ARC Refreshments
Corp. (ARC Refreshments), of which the Company is a shareholder to the extent of
249,999,991 shares.
On December 27, 2013, ARC Refreshments, through its Board of Directors, approved (a) the
acquisition of substantially all the operating assets of Mega Asia Bottling Corporation (“Mega
Asia”), consisting of machinery and equipment used in the operation of Mega Asia and such
other assets deemed necessary for bottling operations; (b) the acquisition of the operating
assets of Asiawide Refreshment Corporation (“Asiawide”), including but not limited to
machinery and equipment, bottles, inventories, receivables, and other assets acquired in the
course of Asiawide’s operation; and (c) the assumption of some liabilities of Asiawide which
were incurred in the normal course of business, including accounts payable and loans
payable. On January 30, 2014, ARC Refreshments executed the Asset Purchase
Agreements with Asiawide and Mega Asia.
Consolidated Financial Statements
Asiawide and Mega Asia were deemed to be the accounting acquirers for accounting
purposes under the principles of PFRS 3, Business Combinations. The acquisition was
accounted for similar to a reverse acquisition following the guidance provided by the
standard. In a reverse acquisition, the legal parent is identified as the acquiree for
accounting purposes because based on the substance of the transaction while, the legal
subsidiary is adjudged to be the entity that gained control over the legal parent. Accordingly,
the consolidated financial statements of the Macay Holdings, Inc. will be prepared as the
consolidated financial statements of Asiawide and Mega Asia. Asiawide and Mega Asia will
account for the accounting acquisition of Macay Holdings, Inc. on October 25, 2013 which is
the date when the common control was established.
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Because the consolidated financial statements represent a continuation of the consolidated
financial statements of Asiawide and Mega Asia, except for their capital structure, the
consolidation will reflect the following:
a) the transferred assets and liabilities of Asiawide and Mega Asia (accounting acquirer)
recognized and measured at their pre-combination carrying amounts, not at their
acquisition-date fair values and the assets and liabilities of ARC Refreshments
(accounting acquiree) recognized and measured at their acquisition-date fair values;
b) the retained earnings and other equity balances of Asiawide and Mega Asia before
combination (i.e. not those of Macay Holdings, Inc.);
c) the total equity is that of Asiawide and Mega Asia but the legal capital (common
shares) will be that of Macay Holdings, Inc.;
d) any difference between (1) the transferred net assets of Asiawide and Mega Asia, and
(2) the sum of legal capital of Macay Holdings, Inc. and the combined retained
earnings of Asiawide and Mega Asia, shall be accounted for in equity; and
e) the consolidated statement of comprehensive income will reflect that of Asiawide and,
Mega Asia for the month of January 2014; that of ARC Refreshments commencing
February 2014; and that of Macay Holdings, Inc for the full period.
Reverse acquisition applies only to the consolidated financial statements. The Parent
Company financial statements will continue to represent Macay Holdings, Inc. as a standalone entity.
Results of Operations
The Company maintained its momentum by delivering strong third quarter and nine-month
period top-line sales despite the seasonality for beverage industry. Net sales reached P2.5
billion for the three-month period and P7.68 billion for the nine-month period ended
September 30, 2014, an increase of 48% and 44% from the same period in 2013,
respectively. These were mainly driven by the company’s expansion programs which led to
the opening of new plants in Pangasinan and Cagayan de Oro, as well as selling price
adjustments on regular cola and all variants of 1.5 PET. Flavored carbonated softdrinks
continue their upsurge thereby contributing to the revenue growth.
Cost of Goods Sold, which consists primarily of raw and packaging materials, direct labor
and manufacturing overhead, increased by 37% for the three-month and 27% for the ninemonth period ended September 30, 2014 compared to year ago levels driven mainly by
higher sales volume coupled with significant increase in costs of major raw materials
namely, sugar (₱183 average per bag), diesel (₱2.19 per liter) and foreign currency
denominated materials such as concentrate (₱214 per unit) and caps (₱0.05 per piece).
However, as a percentage of net sales, cost of sales decreased by 5.6 percentage point
(PP) for the three-month period and 8.9 PP for the nine-month period compared to 2013
levels mainly due to the realized synergies as a result of the consolidation.
Consequently, the Company’s gross profit reached ₱795 million for the three-month period
and ₱2.65 billion for the nine-month period ended September 30, 2014, an increase of 80%
and 95% compared to the same periods in 2013, respectively. Nineteen percent (19%) of
these increases were estimatedly attributable to synergies in operations. Relative to the
consolidation, operating expenses increased in lieu of tolling fee such as rental, ₱15.72
million; outside manpower services, ₱49.63 million; legal and professional fees, ₱49 million,
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attributable to directors’ fee; repairs & maintenance, ₱8.9 million; and gas, oil & fuel, ₱21.9
million for yard operations. Additionally, operating expenses were affected by higher
depreciation due to trucks re-fleeting; amortization due to infusion of new bottles and shells;
and salaries & benefits attributable to higher rate and additional manning relative to the
company’s expansion.
Operating expenses expressed as percentage to revenue were 12.0% for the quarter and
13.1% for the nine-month period. These percentages were slightly above compared to the
previous year and are almost constant throughout the year but such were still considered
manageable as the company sustained efforts to control costs.
The company’s net income improved by 136% for the quarter and 125% for the nine-month
period compared to the same periods in 2013, respectively. The company’s percentage of
net income to net sales for the quarter and for the semester remains stable at around 15%.
Compared to same period last year, return on sales increased by 5.5PP, attributable to the
company’s expansion, strong market demands, continued efforts to drive growth, effective
distribution system and cost competitiveness strategy.
Financial Condition
Strong policy on credit control has enabled the company to maintain a solid financial
condition. Cash from operations were used to fund capital expenditures and payoff part of
company’s debt.
Causes of Material Changes (+/-5% or more)
1. Decrease in total current assets by 30% was brought about by a decrease in cash and
cash equivalents by ₱2.4 billion due to the acquisition of assets of Asiawide & Mega Asia
as well as dividend payout by Macay. On the other hand, the following experienced an
increase: receivables, by ₱413 million; inventories, by ₱286 million; and other current
assets, by ₱164 million.
2. Increase in total non-current assets by 45% due to increases in property, plant and
equipment by 81 million, bottles and shells infusion by 167 million and other non-current
assets by ₱584 million in line with the company’s expansion projects.
3. Increase in current liabilities by ₱1 billion is attributable to the increased operations.
Seasonality Aspects That May Affect Financial Conditions or Results of Operations
Please refer to Note 4 of the Consolidated Interim Statements of Income for discussions on
seasonality of the Company’s operations.
The Company does not know of:
Any known trends or any known demands, commitments, events or uncertainties that
will result or that are reasonably likely to result in the Company’s liquidity increasing or
decreasing in any material way;
Any events that will trigger direct or contingent financial obligation (including contingent
obligation) that is material to the company, including any default or acceleration of an
obligation;
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Any material off-balance sheet transactions, arrangements, obligations (including
contingent obligations) and other relationships of the Company with unconsolidated
entities or other persons created during the reporting period;
Any material commitments for capital expenditures, their purpose, and sources of funds
for such expenditures;
Any known trends, events, or uncertainties that have had or are reasonably expected to
have a material favorable or unfavorable impact on net sales or revenues, or income
from continuing operations;
Any significant elements of income or loss that did not arise from the Company’s
continuing operations;
Key Performance indicators
The following are the Company’s key performance indicators. Analyses are employed by
comparisons and measurements based on the financial data of the current period against
the same period of previous year.
	
  	
  
Current	
  ratio	
  
Solvency	
  ratio	
  
Bank	
  debt-‐to-‐
equity	
  ratio	
  
Asset-‐to-‐equity	
  
ratio	
  

	
  	
  
Current	
  assets	
  over	
  current	
  liabilities	
  
Net	
  income	
  plus	
  depreciation	
  and	
  amortization	
  over	
  total	
  
liabilities	
  

	
  .60:1	
  	
  

.53:1	
  

Bank	
  debt	
  over	
  total	
  equity	
  

	
  .02:1	
  	
  

	
  .06:1	
  	
  

Total	
  assets	
  over	
  equity	
  

	
  1.92:1	
  	
  

	
  1.39:1	
  	
  

	
  
	
  

	
  

	
  	
  

Operating	
  margin	
  

Gross	
  profit	
  over	
  net	
  sales	
  
Operating	
  income	
  over	
  net	
  
sales	
  

Net	
  profit	
  margin	
  

Net	
  profit	
  over	
  net	
  sales	
  

	
  
For	
  the	
  	
  nine	
  months	
  
ended	
  September	
  30	
  
2014	
  
2013	
  
P	
  7.7	
  
P	
  5.3	
  
Billion	
  
Billion	
  

	
  	
  
Net	
  sales	
  
Gross	
  profit	
  
margin	
  

30-‐Sep-‐14	
   31-‐Dec-‐13	
  
	
  1.22:1	
  	
  
	
  2.72:1	
  	
  

	
   For	
  the	
  six	
  	
  months	
  
ended	
  June	
  30	
  
2014	
  
2013	
  
P	
  5.1	
  
P	
  3.6	
  
Billion	
  
Billion	
  

34.58%	
  

25.69%	
  

36.00%	
  

25.50%	
  

21.44%	
  
15.68%	
  

14.18%	
  
10.06%	
  

22.30%	
  
16.30%	
  

13.90%	
  
10.52%	
  

Current ratio decreased mainly due to the increase in accounts payable. The changes in
solvency, debt to equity and asset to equity ratios were mainly due to the increase in net
income and increase in total assets and liabilities. The changes in operating margin, net
profit margin and interest rate coverage ratio were attributable to the increases in operating
income and net income due to significant increases in sales revenue brought about by the
Company expansion.
	
  

24

