COVER SHEET
P W - 9 9 8
SEC Registration Number

M A C A Y

H O L D I N G S ,

I N C.

&

S U B S I D I A R I E S

(Company’s Full Name)

1

3

7

V

i

l

l

Y

a

k

a

a

g

e

,

l
M

a

S

t

r

e

k

a

t

i

e

t

,

C

i

S
t

a

y

n
1

2

A

n

0

3

t

o

n

i

o

(Business Address: No. Street City/Town/Province)

893-0733
(Contact Person)

0

6

Month

3

0

Day

(Company Telephone Number)

1

7

-

Q

0

(Form Type)

5

Month

(Fiscal Year)

0

8

Day

(Annual Meeting)

NONE
(Secondary License Type, If Applicable)
CFD
Dept. Requiring this Doc.

Amended Articles Number/Section
Total Amount of Borrowings

389
Total No. of Stockholders

File Number

Document ID

Domestic

Foreign

LCU

Cashier
To be accomplished by SEC Personnel concerned

STAMPS
Remarks: Please use BLACK ink for scanning purposes.

SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

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

1. For the quarterly period ended: 30 June 2016
2. Commission identification number: PW-998 3. BIR Tax Identification No: 000-410-269
4. Exact name of issuer as specified in its charter:

MACAY HOLDINGS, INC.

5. Province, country or other jurisdiction of incorporation or organization
Philippines
6. Industry Classification Code:

(SEC Use Only)

7. Address of issuer's principal office

Postal Code

137 Yakal Street, San Antonio Village, Makati City
8. Issuer's telephone number, including area code:

1203
(632) 893-0733

9. Former name, former address and former fiscal year, if changed since last report
MAYBANK ATR KIM ENG FINANCIAL CORPORATION
10. Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the RSA

Title of each Class
Common Share

Number of Shares of common
Stock Outstanding

Amount of debt outstanding
(Unpaid Subscription)

1,068,393,223

None

11. Are any or all of the securities listed on a Stock Exchange?
Yes [ x ]

No [ ]

If yes, state the name of such Stock Exchange and the class/es of securities listed therein:
THE PHILIPPINE STOCK EXCHANGE, INC.
12. Indicate by check mark whether the registrant:
(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26
and 141 of the Corporation Code of the Philippines, during the preceding twelve (12)
months (or for such shorter period the registrant was required to file such reports)
Yes [ X ]

No [ ]

(b) Has been subject to such filing requirements for the past ninety (90) days.
Yes [ X ]

No [ ]

MACAY HOLDINGS, INC. AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As of June 30, 2016
(With Comparative Audited Figures as at December 31, 2015)

JUN 30, 2016
Unaudited
In Php

DEC 31, 2015
Audited
In Php

ASSETS
Current Assets
Cash and cash equivalents
Trade and other receivables
Inventories
Other current assets
Total Current Assets

1,390,946,043
457,896,228
2,110,314,989
68,504,192
4,027,661,451

1,053,174,904
370,397,142
1,918,847,810
56,224,674
3,398,644,530

Noncurrent Assets
Investment in joint venture
Property, plant and equipment
Deferred containers
Deferred tax assets
Other noncurrent assets
Total Noncurrent Assets

41,619,164
1,238,694,331
1,930,115,462
33,971,008
751,955,783
3,996,355,748

41,619,164
1,182,113,654
2,025,164,137
33,971,008
724,906,295
4,007,774,258

TOTAL ASSETS

8,024,017,199

7,406,418,788

LIABILITIES AND EQUITY
Current Liabilities
Trade and other payables
Subscription payable
Dividends payable
Income tax payable
Short-term loans payable
Total Current Liabilities

2,599,629,320
17,000,000
246,554,580
257,783,773
68,463,611
3,189,431,284

2,581,782,886
17,000,000
22,192,003
149,521,108
497,439,728
3,267,935,725

Noncurrent Liability
Retirement liability
Total Noncurrent Liability

104,283,071
104,283,071

93,321,161
93,321,161

Total Liabilities

3,293,714,355

3,361,256,886

Equity
Capital stock
Additional paid-in capital
Other comprehensive income (loss)
Retained earnings
Total Equity

1,068,393,223
1,153,568,289
(26,445,349)
2,534,786,681
4,730,302,844

1,068,393,223
1,153,568,289
(26,445,349)
1,849,645,739
4,045,161,902

TOTAL LIABILITIES AND EQUITY

8,024,017,199

7,406,418,788

See accompanying Notes to Interim Consolidated Financial Statements.

MACAY HOLDINGS, INC. AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For Six-Month Period and Quarter Ended June 30, 2016
(With Comparative Figures for the Six-month Period and Quarter Ended June 2015)

REVENUES
COST OF GOODS SOLD
GROSS PROFIT
OPERATING EXPENSES
Selling, marketing and distribution
General and administrative

For Six-Month Periods
Ended June 30
Unaudited
In Php
2016
2015
6,094,602,962
5,809,640,828
3,907,412,588
3,713,098,082
2,187,190,374
2,096,542,746

2016
3,305,217,499
2,077,596,839
1,227,620,660

For Quarters
Ended June 30
Unaudited
In Php
2015
3,272,975,186
2,062,777,839
1,210,197,347

570,807,393
154,726,331
725,533,724

513,047,655
168,269,025
681,316,680

302,603,402
79,054,005
381,657,407

271,122,162
87,849,776
358,971,938

5,736,233
(5,255,451)
2,017,796
18,211,362

6,199,127
(2,106,656)
1,407,659
29,667,280

3,152,166
(2,292,238)
2,966,133
10,877,187

1,914,367
(2,105,709)
779,259
11,113,036

20,709,940

35,167,411

14,703,249

11,700,954

1,482,366,590

1,450,393,477

860,666,502

862,926,364

444,655,884
-

439,985,251
2,454,227

258,143,951
-

260,408,643
2,846,769

444,655,884

442,439,478

258,143,951

263,255,412

NET INCOME
1,037,710,706
1,007,954,000
See accompanying Notes to Interim Consolidated Financial Statements.

602,522,551

599,670,952

OTHER INCOME (CHARGES)
Interest income
Interest expense
Foreign exchange gains (loss) - net
Miscellaneous income (expenses)

INCOME BEFORE INCOME TAX
INCOME TAXES
Current
Deferred

MACAY HOLDINGS, INC. AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
For Six-Month Period Ended June 30, 2016
(With Comparative Figures for the Six-month Period Ended June 2015)

Unaudited Figures (in Php)
Balances at January 1, 2016
Cash dividends
Total comprehensive income

Additional
Capital Stock Paid-in Capital

Remeasurement
Losses on
Equity
Retirement
Reserve
Liability

Retained
Earnings

Total

1,068,393,223
-

1,153,568,289
-

-

(26,445,349)
-

1,849,645,739 4,045,161,902
(352,569,764) (352,569,764)
1,037,710,706 1,037,710,706

Balances at June 30, 2016

1,068,393,223

1,153,568,289

-

(26,445,349)

2,534,786,681 4,730,302,844

Balances at January 1, 2015
Cash dividends
Net income

1,068,393,223
-

1,153,568,289
-

17,000,000
-

(26,473,732) 1,631,181,772 3,843,669,552
- (1,583,179,270) (1,583,179,270)
- 1,007,954,000 1,007,954,000

Balances at June 30, 2015

1,068,393,223

1,153,568,289

17,000,000

(26,473,732)

See accompanying Notes to Interim Consolidated Financial Statements.

1,055,956,502 3,268,444,282

MACAY HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
Six-Month Periods
Ended June 30
2016
2015
(Unaudited)
(Unaudited)
in Php
In Php
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax

1,482,366,590

1,450,393,477

518,441,598

461,617,281

Provision for impairment losses on inventories

-

3,411,839

Reversal of Write-off of CWT

-

(9,736,529)

5,255,451

2,106,656

Interest income

(5,736,233)

(6,199,127)

Unrealized foreign exchange gain - net

(2,017,796)

(1,407,659)

Retirement expense

10,961,910

17,554,582

2,009,271,520

1,917,740,520

(87,499,086)

(26,711,183)

(191,467,179)

(421,379,382)

(12,279,518)

76,953,439

Trade and other payables

17,846,434

218,097,374

Short-term loans payable

21,023,883

103,572,077

1,756,896,054

1,868,272,845

5,736,233

6,199,127

(5,255,451)

(2,106,656)

(336,393,219)

(468,020,454)

1,420,983,617

1,404,344,862

-

20,000,000

Deferred pallets and containers expense

(295,717,149)

(624,885,871)

Property, plant and equipment

(184,256,452)

(234,231,450)

(27,049,488)

(55,154,761)

(507,023,088)

(894,182,229)

Depreciation and amortization

Interest expense

Operating income before working capital changes
Decrease (increase) in:
Trade and other receivables
Inventories
Other current assets
Increase (decrease) in:

Net cash generated from operations
Interest received
Interest paid
Income taxes paid
Net cash flows from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Short-term investments
Additions to:

Increase in other noncurrent assets
Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payment of short-term loan

(450,000,000)

(50,000,000)

Cash dividends paid

(128,207,187)

(1,549,170,175)

-

500,000,000

(578,207,187)

(1,099,170,175)

2,017,796

1,407,659

337,771,139

(587,599,882)

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD

1,053,174,904

1,494,406,358

CASH AND CASH EQUIVALENTS AT END OF PERIOD

1,390,946,043

906,806,476

Proceeds from availment of short-term loan
Cash flows from (used in) financing activities
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND
CASH EQUIVALENTS
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

See accompanying Notes to Interim Consolidated Financial Statements.

MACAY HOLDINGS, INC. AND SUBSIDIARIES
(formerly Maybank ATR Kim Eng Financial Corporation)
_______________________________________________________________________
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
_________________________________________________________________________
1. Corporate Information
Macay Holdings, Inc., formerly Maybank ATR Kim Eng Financial Corporation and ATR
KimEngFinancial 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 February 2014
(formerly “MAKE”). MHI operates as the holding company of ARC Refreshments Corporation
(“ARC Refreshments”) and ARC Holdings Inc. (“ARCI”), both are wholly owned subsidiaries.
The registered office address and principal place of business of the Parent Company is 137
Yakal Street, San Antonio Village, Makati City, Philippines.
_____________________________________________________________________
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 Group has adopted starting January 1, 2013. Unless otherwise
indicated, the adoption did not have any significant impact on the financial statements of the
Group.


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 Group’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 Group 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.
Starting 2013, the Group 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 Group’s equity as of

December 31, 2012 and 2011, and to the Group’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 Group will adopt the following standards and interpretations enumerated below when
these become effective. Except as otherwise indicated, the Group 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 Group’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 a
derivative 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 Group, 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.
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 or loss. Equity financial
assets held for trading must be measured at FVPL. For liabilities designated as at FVPL
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 Group’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 amore 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 Group 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
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 Group 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.
Tolling Revenues
Revenue from tolling services is recognized when the service has been rendered.
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 Group 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.

Cash
Cash includes cash on hand and cash with banks earn interest at floating rates based on
daily bank deposit rates.

Financial Instruments
Financial instruments are recognized in the statement of financial position when the Group
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 Group 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
Group 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 June 30, 2016 and December 31, 2015, the Group 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 Group 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 Group 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 Group’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
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 Impairment of 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 Group 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 a whole the amount separately determined as the fair value of the
liability component on the date of issue. 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 Group 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 Group’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 Group 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 Group first assesses whether an objective evidence of impairment exists individually for
financial assets that are individually significant, and collectively for financial assets that 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 Group 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 Group retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; or,
3. the Group 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 Group 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 Group’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 Group 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

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 are
carried at cost less accumulated amortization and any impairment in value.
Deferred containers are amortized over 4 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 Group. 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.

The average estimated useful lives of property, plant and equipment are as follows:
Category
Number of Years
Machineries and equipment ........................................................................
10
Building .......................................................................................................
15 - 20
Leasehold improvement ............................................................................ 5 or lease term,
whichever is shorter
Vehicles ......................................................................................................
5
Waste water facility .....................................................................................
2-5
Tools...........................................................................................................
3
Laboratory equipment................................................................................
2
Office and other equipment ........................................................................
2-3

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 Group 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

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 Group 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 Group’s output VAT liabilities.

Provisions
Provisions are recognized when (a) the Group has a present obligation (legal or
constructive) as a 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 Group 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 Group 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 GRoup’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;

(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 Group 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 Group 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.

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 Group 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
believed to be reasonable under the circumstances. Actual results could differ from such
estimates.

Judgments
In the process of applying the Group’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 Group, 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 Group primarily operates.
Determining Operating Lease Commitments - Group as Lessee
The Group 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 Group 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 Group 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
Group 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
Group’s assessment of the accounts since their inception. The Group’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 June 30, 2016 and December 31, 2015, trade and other receivables, net of allowance
for probable losses, amounted to ₱457.9 million and ₱370.4 million, respectively. Allowance
for probable losses on receivables amounted to ₱1.2 million as of June 30, 2016.
Estimating Useful Lives of Property, Plant and Equipment
The Group 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
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 in these factors and circumstances.
The Group recognized depreciation expense amounting to ₱127.7 million and ₱127.5 million
as at June 30, 2016 and 2015, respectively. The carrying amounts of property, plant and
equipment amounted to ₱1.24 billion and ₱1.18 billion as of June 30, 2016 and December
31, 2015, respectively.
Estimating Useful Lives of Deferred Containers
The Group 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 Group. Change in
accounting estimates shall be recognized prospectively in the statements of comprehensive
income.
The Group recognized amortization expense amounting to ₱390.8 million and ₱334.1 million
as at June 30, 2016 and 2015, respectively. The carrying amounts of deferred containers as
of June 30, 2016 and December 31, 2015 amounted to ₱1.9 billion and ₱2.0 billion,
respectively.
Estimating Pension Cost
The determination of the Group’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
Group’s assumptions are accumulated and amortized over future periods and therefore,
generally affect the Group’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 GRoup’s pension and other pension obligations.
_________________________________________________________________________
4. Seasonality of Operations
Similar to other beverage company, the Group’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 Group’s results to
fluctuate. In addition, the Group’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 Group’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 Group’s dealings in financial
instruments is to fund its operations and capital expenditures.
The risks arising from the Group’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 Group’s risk
management policies. The Finance & Accounting Manager is responsible for developing and
monitoring the Group’s risk management policies. Issues affecting the operations of the
Group are reported regularly to the BOD.
Management addresses the risks faced by the Group 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 Group’s operations and forecasted results. The Group,
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 Group if counterparty to a financial instrument fails
to meet its contractual obligations. The Group’s credit risk exposure arises principally from the
possibility that the counterparties may fail to fulfill their agreed obligations. To manage such
risk, the Group monitors its receivables on an ongoing basis. The objective is to reduce the
risk of loss through default of counterparties.
The Group 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 Group, which comprise cash
and cash equivalents and receivables, the Group’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.
Credit risk management
Customer’s application for dealership is supported with valid documents to establish the
identity of the applicant, the legality of the business entity and its registered owner, and the
persons authorized by the owner to receive the product. Ocular inspection is conducted to
determine if the customer has sufficient investment and working capital.
Credit term may be extended to the client. This must be supported by a credit line
application form and an application for check acceptance. A thorough background credit
checking is conducted to establish customer’s good credit standing. Applicants who do not
meet the criteria for extending trade credit may transact only on cash basis. Parameter on
credit limit is based on customer’s credentials.

A security collateral is required for credit limit above one hundred thousand pesos
(₱100,000.00). The credit limit is established based on the company policies for acceptable
collaterals and the maximum amount of credit that can be extended against it.
The credit history of dealers is reviewed on a weekly basis through monitoring of credit
violations such as returned checks, fictitious or absconded accounts and transactions
exceeding allowable credit limit. The credit and collection officer may recommend to the
credit committee the cancellation or reduction of the credit limit of the debtor.
The tables below show the credit quality by class of financial assets.
June 30, 2016
Neither Past Due Nor Impaired
High Grade
Cash and cash
1,349,168,447
equivalents*
Trade and other
receivables
Total credit risk
1,349,168,447
exposure
*Excluding cash on hand

Past Due but
Standard Grade not Impaired
-

-

Impaired

Total

-

1,349,168,447

450,955,287

6,940,941

1,233,310

459,129,538

450,955,287

6,940,941

1,233,310

1,808,297,985

December 31, 2015
Neither Past Due Nor Impaired
Past Due but
High Grade
Standard Grade not Impaired
Impaired
Cash and cash
934,077,766
equivalents*
Trade and other
receivables
Total credit risk
934,077,766
exposure
*Excluding cash on hand

-

Total

-

-

934,077,766

370,397,142

-

1,233,310

371,630,452

370,397,142

-

1,233,310

1,305,708,218

The Group 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 June 30,
2016 and December 31, 2015. These were assessed based on past collection experience
and the debtors’ ability to pay the receivables.
The tables below show the aging analysis per class of financial assets as at June 30, 2016
and December 31, 2015.

June 30, 2016
Neither past due
nor impaired
Cash and cash equivalents

1-30 Days

31-60 Days

More than 60
days

Impaired

1,390,946,043

Trade and other receivables

Total
1,390,946,043

174,801,109

21,116,372

17,735,950 244,242,797

1,233,310

459,129,538

1,565,747,152

21,116,372

17,735,950 244,242,797

1,233,310

1,850,075,581

Impaired

Total

December 31, 2015
Neither past due
nor impaired
Cash and cash equivalents

1-30 Days

31-60 Days

More than 60
days

1,053,174,904

Trade and other receivables

1,053,174,904

109,389,747

22,286,360

10,899,617 227,821,419

1,233,310

371,630,452

1,162,564,651

22,286,360

10,899,617 227,821,419

1,233,310

1,424,805,356

Liquidity Risk
Liquidity risk is the risk that the Group will be unable to meet its obligations as they fall due. To
effectively manage liquidity risk, the Group 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:
June 30, 2016
Trade and other payables
Short-term loans payable

Due and
Demandable

Within 6
Months

2,422,534,078

124,861,629
68,463,611
193,325,240

2,422,534,078

6 to 12 Over
Months 1 Year
-

-

Total
2,547,395,707
68,463,611
2,615,859,318

*Excluding statutory payables

December 31, 2015
Trade and other payables
Short-term loans payable

Due and
Demandable
2,533,174,470
2,533,174,470

Within 6
Months
497,439,728
497,439,728

6 to 12 Over
Months 1 Year
-

Total
2,533,174,470
497,439,728
3,030,614,198

*Excluding statutory payables

Foreign Exchange Risk
Foreign exchange risk is the risk to earnings or capital arising from changes in foreign
exchange rates. The Group uses the Peso (₱) as its functional currency and is therefore
exposed to foreign exchange movements, primarily on the US Dollar ($). The Group 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 Group’s financial assets and liabilities denominated in foreign currency
translated in Philippine peso, as of June 30, 2016 and December 31, 2015, are as follows:

June 30, 2016
Original Currency
in $

Translated in ₱

Original
Currency in €

Translated in ₱

Financial asset:
Cash and cash equivalents

$

491,481

Php

23,079,956

€

36,738 Php

1,919,626

36,738

1,919,626

Financial liabilities:
Trade and other payables
Net exposure

$

(2,672,437)

$

(2,180,955) Php (102,417,664) €

Original Currency
in $

(125,497,620)

December 31, 2015
Original Currency
Translated in ₱
in €

Php

Translated in ₱

Financial asset:
Cash and cash equivalents

$

307,926

Php

14,490,998

€

74,502 Php

3,854,815

74,502 Php

3,854,815

Financial liabilities:
Trade and other payables
Net exposure

$

(1,699,988)

(80,001,417)

$

(1,392,062) Php

(65,510,419) €

As of June 30, 2016 and December 31, 2015, the exchange rate of the Philippine peso to USD
was ₱46.96 and ₱47.06, respectively, while the exchange rate for EUR as of June 30, 2016 and
December 31, 2015 was ₱52.25 and ₱51.74, 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 Group’s income
before income tax. There is no other impact on the Group’s equity other than those affecting
the statement of comprehensive income.
Change in exchange rate

Change in exchange rate

$ strengthens by 5% $ weakens by 5% € strengthens by 5% € weakens by 5%
Increase (decrease) in
income before income tax
and equity
June 30, 2016
December 31, 2015

(5,120,883)
(3,275,521)

5,120,883
3,275,521

95,981
192,741

(95,981)
(192,741)

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.
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 Group 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 Group maintains a capital base to cover risks inherent in the business. The primary
objective of the Group’s capital management is to increase the value of shareholders’
investment. The Group 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 Group’s external environment and the risks
underlying the Group’s business operations and industry. No changes were made in the
objectives, policies or processes during the year.
The following table summarizes what the Group considers as its total capital as at reporting
dates:

Capital Stock
Additional Paid In Capital
Retained Earnings

₱

₱

June 30, 2016
December 31, 2015
1,068,393,223 ₱
1,068,393,223
1,153,568,290
1,153,568,289
2,534,786,681
1,849,645,739
4,756,748,194 ₱
4,071,607,251

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of
Operations.
Results of Operations
The Group’s consolidated revenues amounted to ₱3.3 billion for the second quarter of 2016
and ₱6.1 billion for the whole semester which grew by 1% and 4.9%, respectively. This is
mainly attributed to the sustained growth of flavored carbonated soft drinks and introduction
of new skus in the non-returnable segment. In addition, the full year effect of May 2015 price
adjustments were realized during the semester.
Cost of sales which consists mainly of Raw and Packaging Materials, Direct Labor and
Factory Overhead, increased by 0.7% for the quarter and 5.2% for the semester versus
same periods last year primarily driven by sales volume and significant increase in sugar
costs. The Group was also affected by higher concentrate cost due to weakening of peso as
against dollar, higher tolling fee due to the full year effect of non-returnable packages, higher
amortization due to continuous infusion of new bottles and higher outside manpower due to
wage order. However, the impact on overall costs was softened by the declining prices of
diesel products, crowns, caps and CO2.
As a result, the Group achieved a gross profit of ₱1.2 billion for the quarter and ₱2.2 billion
for the six-month period, an increase of 1.4% and 4.3% compared last year, respectively.
Gross profit rate remained stable at 37% for the quarter and 36% for the semester.
Selling, marketing and distribution expenses increased by ₱31 million for the quarter and ₱58
million for the semester equivalent to 11.6% and 11.3% versus last year, respectively.
These were mainly attributable to higher promotion and advertising to strengthen our market
position; depreciation due to additional vehicles; and personnel related expenses due to
wage order, merit increase and higher manning due to warehousing and increased
distribution. On the other hand, the Group benefited from the significant decrease of diesel
costs.
General and administrative expenses decreased by ₱8.8 million or 10% for the quarter and
₱13.5 million or 8% for the six-month period versus 2015 primarily due lower contracted
services and professional fees relative to special financial audit engagements.
Total operating expenses expressed as percentage to revenue remained relatively stable
versus same periods last year, 11.5% for the quarter and 12% for the first semester.
Other income decreased by ₱14.5 million for the first semester which is lower by 41%
compared last year due to lower interest and miscellaneous income.
Provision for income tax for the whole semester increased by ₱2.2 million or 0.5% versus
last year primarily due to the increase in taxable income.
The Group’s net income is almost flat for the quarter but grew by 3% for the six-month
period.

Financial Condition
Sound policy on credit control and working capital management has enabled the Group to
maintain a solid financial condition. Cash from operations were used to fund capital
expenditures and partially pay dividends for the period.
The Group’s total assets increased by 8.3%, from ₱7.4 billion in December 2015 to ₱8 billion
as of June 2016 mainly due to increased short-term investments, related party receivables,
inventories, property plant & equipment, and other non-current assets.
Cash and cash equivalents increased from ₱1.1 billion to ₱1.4 billion or 32% due to cash
generated from operations.
Trade and other receivables increased by ₱87 million brought about by higher sales
transaction that supported the sales growth and increase in related party receivables.
Inventories are up by ₱191 million or 10% versus 2015 mainly due to higher purchases of
containers and pallets, spare parts, raw materials and higher finished goods inventory level
to support volume growth plan.
Other current assets increased by ₱12 million mainly due to prepaid taxes and licenses.
Property, plant and equipment increased by ₱57 million due to planned capital expenditures
on bottling equipment and machineries as well as ongoing plant construction.
Deferred containers decreased from ₱2.0 billion to ₱1.9 billion on account of higher
amortization.
Other non-current assets increased from ₱725 million to ₱752 million primarily due to VAT
input on capital goods.
Total liabilities decreased from ₱3.36 billion in December 2015 to ₱3.29 billion in June 2016
mainly due to settlement of short-term loans payable.
Trade and other payables increased by ₱18 million due to increased transaction volume and
higher containers deposit liability which were partially offset by the settlement of related party
payables.
Meanwhile, dividends payable increased by ₱224 million and income tax payable by ₱108
million.
Short-term loans payable decreased by ₱429 million due to settlement.
Retirement liability increased by ₱11 million representing accruals for the first semester of
2016.

Seasonality Aspects That May Affect Financial Conditions or Results of Operations
Please refer to Note 4 of the Interim Consolidated Statements of Income for discussions on
seasonality of the Group’s operations.
The Group 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 Group’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 Group, including any default or acceleration of an
obligation;
Any material off-balance sheet transactions, arrangements, obligations (including
contingent obligations) and other relationships of the Group 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 Group’s continuing
operations;

Key Performance indicators
The following are the Group’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
Annualized Net income plus depreciation and
amortization over total liabilities
Bank debt over total equity
Total assets over equity

30-Jun-16

31-Dec-15

1.26:1

1.04:1

0.94:1

.81:1

0.01:1
1.70:1

.12:1
1.83:1

For the six months ended
Jun 30

Gross profit margin

Gross profit over net sales

2016
P 6.09
Billion
35.89%

Operating margin

Operating income over net sales

23.98%

24.36%

Net profit margin

Net profit over net sales

17.03%

17.35%

Gross sales

2015
P 5.80
Billion
36.09%

Current ratio increased mainly due to the increase in cash and cash equivalents and
decrease in current liabilities. The changes in solvency, bank debt-to-equity and asset-toequity ratios were mainly due to the increase in net income and total assets coupled with the
decrease in short-term loans payable and total liabilities. The changes in operating margin
and net profit margin were attributable to the increases in operating income and net income
due to significant increases in sales revenue, costs and operating expenses brought about
by higher volume and price adjustments.

