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SECURITIES AND EXCHANGE COMMISSION 

SEC FORM 17-Q 
 

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

 

1.  For the quarterly period ended:  30 September 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                1203 

8.  Issuer's telephone number, including area code:     (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 
Number of Shares of common 

Stock Outstanding 

Amount  of debt outstanding 

(Unpaid Subscription) 

Common Share 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
SEPTEMBER 30, 2016
(With Comparative Audited Figures as at December 31, 2015)

SEP 30, 2016 DEC 31, 2015
(Unaudited) (Audited)

ASSETS
Current Assets
Cash and cash equivalents 1,395,324,978    1,053,174,904    
Trade and other receivables 441,735,702       370,397,142       
Inventories 2,140,680,125    1,918,847,810    
Other current assets 74,325,441         56,224,674         
Total Current Assets 4,052,066,245    3,398,644,530    

Noncurrent Assets
Investment in joint venture 41,619,164         41,619,164         
Property, plant and equipment 1,295,281,782    1,182,113,654    
Deferred containers 1,910,390,273    2,025,164,137    
Deferred tax assets 102,373,518       33,971,008         
Other non-current assets 687,105,499       724,906,295       
Total Noncurrent Assets 4,036,770,235    4,007,774,258    

TOTAL ASSETS 8,088,836,480    7,406,418,788    

LIABILITIES AND EQUITY
Current Liabilities
Trade and other payables 2,306,451,179    2,581,782,886    
Subscription payable 17,000,000         17,000,000         
Dividends Payable 24,666,412         22,192,003         
Income tax payable 148,424,370       149,521,108       
Short-term loans payable 71,575,941         497,439,728       
Total Current Liabilities 2,568,117,902    3,267,935,725    

Noncurrent Liability
Retirement liability 113,520,444       93,321,161         
Deferred tax liability 68,402,509         -                      
Total Noncurrent Liabilities 181,922,953       93,321,161         
Total Liabilities 2,750,040,855    3,361,256,886    

Equity
Capital stock 1,068,393,223    1,068,393,223    
Additional paid-in capital 1,153,568,289    1,153,568,289    
Stock Dividends Distributable 224,362,576       -                      
Other Comprehensive Income (Loss) (26,445,349)        (26,445,349)        
Retained earnings 2,918,916,886    1,849,645,739    
Total Equity 5,338,795,625    4,045,161,902    

TOTAL LIABILITIES AND EQUITY 8,088,836,480    7,406,418,788    



MACAY HOLDINGS, INC. AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(With Comparative Figures for the nine-month period and quarter ended September 2015)

 2016  2015  2016  2015 
 (Unaudited)  (Unaudited)  Q3  Q3 

REVENUES 8,719,976,118    8,492,438,793      2,625,373,155     2,682,797,965     
COST OF GOODS SOLD 5,655,473,202    5,462,815,201      1,748,060,614     1,749,717,119     
GROSS PROFIT 3,064,502,916    3,029,623,592      877,312,541        933,080,846        
OPERATING EXPENSES
Selling, marketing and distribution 843,707,271       772,732,925         272,899,878        259,685,270        
General and administrative 244,184,526       252,923,235         89,458,195          84,654,210          

1,087,891,797    1,025,656,160      362,358,073        344,339,480        
OTHER INCOME (CHARGES)
Interest income 9,070,967          6,954,155             3,334,734            755,028              
Interest expense (5,622,456)         (4,356,033)           (367,005)             (2,249,377)          
Foreign exchange gains (losses) - net 3,799,737          (918,912)              1,781,941            (2,326,571)          
Miscellaneous income (expenses) 27,096,539        38,850,099           8,885,177            9,182,819            

34,344,788        40,529,308           13,634,848          5,361,898            
INCOME BEFORE INCOME TAX 2,010,955,907    2,044,496,740      528,589,316        594,103,264        
INCOME TAXES
Current 589,114,999       618,775,368         144,459,115        178,790,117        
Deferred (963,114)              (3,417,341)          

589,114,999       617,812,254         144,459,115        175,372,776        
NET INCOME 1,421,840,908    1,426,684,486      384,130,201        418,730,488        

For Nine-Month Period and Quarter Ended September 30, 2016



MACAY HOLDINGS, INC. AND SUBSIDIARY 
INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

For the Nine - Month Period Ended September 30, 2016 (Unaudited)
Remeasurement

Additional Stock Losses on
Paid-in Dividends Retirement Retained

Capital Stock Capital Distributable Benefits Liability   Earnings Total

Balances at January 1, 2016               1,068,393,223          1,153,568,289  − (26,445,349)                            1,849,645,739        4,045,161,902 
Cash Dividends  −  −  −  −               (128,207,185)         (128,207,185)
Stock Dividends                 224,362,576               (224,362,576)                              -   
Total comprehensive income  −  −  -         1,421,840,908        1,421,840,908 

Balances at September 30, 2016    1,068,393,223  1,153,568,289      224,362,576      (26,445,349)     2,918,916,886    5,338,795,625 

For the Nine - Month Period Ended September 30, 2015 (Unaudited)

Balances at January 1, 2015    1,068,393,223          1,153,568,289      (26,473,732) 1,631,181,772                         3,826,669,552 
Cash dividends  −  −  − ######          (1,590,826,200)
Net income  1,426,684,486           1,426,684,486 

Balances at September 30, 2015    1,068,393,223  1,153,568,289      (26,473,732)      1,467,040,058    3,662,527,838 



MACAY HOLDINGS, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS

 2016  2015 

 (Unaudited)  (Unaudited) 
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax 2,010,955,907       2,044,496,739       
Adjustments for:

Depreciation and amortization 795,738,301          687,381,805          
Gain on reversal of allowance for doubtful accounts -                        (1,674,838)             
Provision for impairment losses on inventories 10,672,210            3,411,839              
Reversal of Write-off of CWT -                        (9,736,529)             
Interest expense 5,622,456              3,883,349              
Interest income (9,070,967)             (6,881,292)             
Unrealized foreign exchange gain - net (3,799,737)             (45,673)                 
Gain on sale of property and equipment -                        (2,315,219)             
Retirement expense 20,199,283            -                        

Operating income before working capital changes 2,830,317,452       2,718,520,181       
Decrease (increase) in: 

Trade and other receivables (71,338,560)           795,854                 
Inventories (232,504,525)         (492,656,149)         
Other current assets (18,100,767)           83,415,364            

Increase (decrease) in: 
Trade and other payables (275,331,707)         (391,583,527)         
Short-term loans payable 24,136,213            22,846,896            
Retirement benefits liability -                        391,829,111          

Net cash generated from operations 2,257,178,107       2,333,167,730       
Interest received 9,070,967              6,881,292              
Interest paid (5,622,456)             (3,883,349)             
Income taxes paid (590,211,737)         (726,471,524)         

Net cash flows from operating activities 1,670,414,881       1,609,694,149       

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to:

Deferred pallets and containers expense (483,292,144)         (876,017,943)         
Property, plant and equipment (310,840,420)         (294,781,743)         
Decrease(Increase) in other noncurrent assets 37,800,796            (117,415,709)         

Proceeds from sale of property and equipment -                        2,315,219              
Net cash flows used in investing activities (756,331,768)         (1,285,900,176)      

CASH FLOWS FROM FINANCING ACTIVITIES
Payment of short-term loan (450,000,000)         -                        
Cash dividends paid (128,207,185)         (1,590,826,200)      
Unclaimed dividends 2,474,409              -                        
Cash flows from (used in) financing activities (575,732,776)         (1,590,826,200)      

EFFECT OF EXCHANGE RATE CHANGES ON  CASH AND CASH EQUIVA 3,799,737              45,673                   
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 342,150,074          (1,266,986,554)      
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 1,053,174,904       1,514,700,357       
CASH AND CASH EQUIVALENTS AT END OF  PERIOD 1,395,324,978       247,713,803          

 Nine-Month Period Ended September 
30 
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MACAY HOLDINGS, INC. AND SUBSIDIARIES 

(formerly Maybank ATR Kim Eng Financial Corporation) 

_______________________________________________________________________ 
NOTES TO CONSOLIDATED TO INTERIM FINANCIAL STATEMENTS 
 

_________________________________________________________________________ 
1. Corporate Information 

 
Macay Holdings, Inc., formerly Maybank ATR Kim Eng Financial Corporation (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. The 
registered office address and principal place of business of the Parent Company is at 137 
Yakal Street, San Antonio Village, Makati City, Philippines.  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 (it was formerly 
“MAKE”). MHI operates as the holding company of ARC Refreshments Corporation (“ARC 
Refreshments”) and ARC Holdings Inc. (“ARCHI”), both are wholly-owned subsidiaries. 
 
On November 18, 2013, the Parent Company, through its Board of Directors, approved the 
investment in a food and beverage company. On December 3, 2013, the SEC approved the 
incorporation of ARC Refreshments Corp. (“ARC Refreshments”), of which the Parent 
Company is a shareholder to the extent of 250,000,000 shares representing 100.00% 
ownership. On the same date, the board of directors (BOD) approved the change of the 
trading symbol of the Parent Company‟s shares in the PSE from “MAKE” to “MACAY‟. 
 
 
 
_____________________________________________________________________ 
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 of the Group have been prepared in accordance with 
PFRS. The separate financial statements of the subsidiaries are prepared using the same 
reporting date and reporting period as those of the Parent Company, using consistent 
accounting policies. 
 
Basis of Consolidation  
The consolidated financial statements comprise the financial statements of the Parent 
Company and its subsidiaries.  
 
Control is achieved when the Group is exposed, or has rights, to variable returns from its 
involvement with the investee and has the ability to affect those returns through its power 
over the investee.  
 
Specifically, the Group controls an investee if, and only, if the Group has:  
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 Power over the investee (i.e., existing rights that give it the current ability to direct the 
relevant activities of the investee)  

 Exposure, or rights, to variable returns from its involvement with the investee, and  

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

 The contractual arrangement with the other vote holders of the investee  

 Rights arising from other contractual arrangements  

 The Group‟s voting rights and potential voting rights  
 
The Group re-assesses whether or not it controls an investee if facts and circumstances 
indicate that there are changes to one or more of the three elements of control. 
Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and 
ceases when the Group loses control of the subsidiary. Assets, liabilities, income and 
expenses of a subsidiary acquired or disposed of during the year are included in the 
statement of comprehensive income from the date the Group gains control until the date the 
Group ceases to control the subsidiary.  
 
Profit or loss and each component of other comprehensive income (OCI) are attributed to 
the equity holders of the Parent Company and to the non-controlling interests, even if this 
results in the non-controlling interests having a deficit balance. When necessary, 
adjustments are made to the financial statements of subsidiaries to bring their accounting 
policies into line with the Group‟s accounting policies. All intra-group assets and liabilities, 
equity, income, expenses and cash flows relating to transactions between members of the 
Group are eliminated in full on consolidation.  
 
A change in the ownership interest of a subsidiary, without a loss of control, is accounted for 
as an equity transaction. If the Group loses control over a subsidiary, it:  

 Derecognizes the assets (including goodwill) and liabilities of the subsidiary  

 Derecognizes the carrying amount of any non-controlling interests  

 Derecognizes the cumulative translation differences recorded in equity  

 Recognizes the fair value of the consideration received  

 Recognizes the fair value of any investment retained  

 Recognizes any surplus or deficit in profit or loss  

 Reclassifies the parent‟s share of components previously recognized in OCI to profit 
or loss or retained earnings, as appropriate, as would be required if the Group had 
directly disposed of the related assets or liabilities  

 
Changes in Accounting Policies and Disclosures  
 
New and Amended Standards and Interpretations and Improved PFRS Adopted in 
Calendar Year 2015  

The accounting policies adopted are consistent with those of the previous financial year, 
except for the adoption of the following amended standard and improved PFRS which the 
Group has adopted starting January 1, 2015. Unless otherwise indicated, the adoption did 
not have any significant impact on the financial statements of the Group. 
  
Amendments to Philippine Accounting Standards (PAS) 19, Employee Benefits - 
Defined Benefit Plans: Employee Contributions  
PAS 19 requires an entity to consider contributions from employees or third parties when 
accounting for defined benefit plans. Where the contributions are linked to service, they 
should be attributed to periods of service as a negative benefit. These amendments clarify 
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that, if the amount of the contributions is independent of the number of years of service, an 
entity is permitted to recognize such contributions as a reduction in the service cost in the 
period in which the service is rendered, instead of allocating the contributions to the periods 
of service.  
 
Improvements to PFRS The Annual Improvements to PFRS contains non-urgent but 
necessary amendments to the following standards:  
 
2010-2012 Cycle  

 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  

 PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - 

Revaluation Method - Proportionate Restatement of Accumulated Depreciation and 
Amortization  

 PAS 24, Related Party Disclosures - Key Management Personnel  

 
2011-2013 Cycle  

 PFRS 3, Business Combinations - Scope Exceptions for Joint Arrangements  

 PFRS 13, Fair Value Measurement - Portfolio Exception  

 PAS 40, Investment Property  

 
New Accounting Standards, Interpretations and Amendments Effective Subsequent to  
December 31, 2015  

The Group will adopt the 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 standards and new Philippine Interpretation from 
International Financial Reporting Interpretations Committee (IFRIC) to have a significant 
impact on its financial statements.  
 
Effective in 2016:  

 Amendments to PAS 16, Property, Plant and Equipment, and PAS 38, Intangible 
Assets Clarification of Acceptable Methods of Depreciation and Amortization  

 Amendments to PAS 16, Property, Plant and Equipment, and PAS 41, Agriculture - 

Bearer Plants  

 Amendments to PAS 27, Separate Financial Statements - Equity Method in 
Separate Financial Statements  

 PFRS 10, Consolidated Financial Statements and PAS 28, Investments in 

Associates and Joint Ventures - Sale or Contribution of Assets between an 
Investor and its Associate or Joint Venture  

 Amendments to PFRS 11, Joint Arrangements - Accounting for Acquisitions of 

Interests in Joint Operations  

 PFRS 14, Regulatory Deferral Accounts  
 
Improvements to PFRS  
The Annual Improvements to PFRSs contains non-urgent necessary amendments to the 

following standards:  
 
2012-2014 Cycle  

 PFRS 5, Non-current Assets Held for Sale and Discontinued Operations - Changes 

in Methods of Disposal  
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 PFRS 7, Financial Instruments: Disclosures - Servicing Contracts  

 PFRS 7, Applicability of the Amendments to PFRS 7 to Condensed Interim 

Financial Statements  

 PAS 19, Employee Benefits - Regional Market Issue Regarding Discount Rate  

 PAS 34, Interim Financial Reporting - Disclosure of Information ‘Elsewhere in the 

Interim Financial Report’  
 
Effective in 2018:  

 PFRS 9, Financial Instruments (2014 or final version)  

 
In addition, the International Accounting Standards Board has issued the following new 
standards that have not yet been adopted locally by the SEC and Financial Reporting 
Standards Committee (FRSC). The Group is currently assessing the impact of these new 
standards and plans to adopt them on their required effective dates once adopted locally.  
 

 International Financial Reporting Standards (IFRS) 15, Revenue from Contracts 
with Customers (effective January 1, 2018)  

 IFRS 16, Leases (effectivity January 1, 2019)  

 
Deferred Effectivity:  
 
Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate 

 
 
Summary of Significant Accounting and Financial Reporting 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  

Net sales reflected in the statement of comprehensive income pertain to 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, which is upon 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 from bank deposits and short-term investments is recognized as it accrues 
using the effective interest rate (EIR) method.  
 
Other Income  
Other income is recognized when earned. Sale of scrap materials and cullets is recognized 
as revenue upon delivery of the items and transfer of control to the buyer.  
 
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.  
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Cost of Sales  

Cost of sales, which comprise mainly of purchases of raw materials and related production 
cost, are recognized when goods are sold, simultaneous with the recognition of the related 
revenue arising from the sale.  
 
Cost of Services  
Cost of services which mainly pertain to the cost of tolling services rendered to Asiawide 
Kalbe Philippines, Inc. (AKPI) is recognized when the cost is 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. Selling and marketing expenses are generally 
recognized when incurred.  
 
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 and Cash Equivalents  
Cash includes cash on hand and with banks. Cash equivalents are short-term, highly liquid 
investments that are readily convertible to known amounts of cash with original maturities of 
three months or less from the date of placement and that are subject of an insignificant risk 
of change in value.  
 
Short-term Investments  
Short-term investments generally represent investments in short-term placements and time 
deposits which have original maturities in excess of three months but less than twelve 
months. 
 
Financial Instruments  
Financial instruments are recognized in the consolidated 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 fair value through profit or loss (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 financial liabilities at initial recognition 
and, where allowed and appropriate, re-evaluates such designation at every financial 
reporting date.  
 
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.  
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“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 
consolidated 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 
consolidated 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 as at FVPL. This accounting 
policy relates to the Group‟s “Cash and cash equivalents”, “Short-term investments” and 
“Trade and other receivables” accounts in the consolidated statement of financia l position.  
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 consolidated statement of comprehensive income. The 
losses arising from impairment of receivables are recognized in the consolidated 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 twelve months from the reporting date or within the normal operating cycle, 
whichever is longer. Otherwise, these are classified as noncurrent assets. 
  
Other Financial Liabilities  
 
This category pertains to financial liabilities that are not held for trading or not designated as 
at FVPL upon the inception of the liability. These include liabilities arising from operations 
(e.g. payables, accruals).  
 
The liabilities are recognized initially at fair value and are subsequently carried at amortized 
cost taking into account the impact of applying the EIR method of amortization (or accretion) 
for any related premium, discount and any directly attributable transaction costs.  
 
Any effects of restatement of foreign currency-denominated liabilities, if any, are recognized 
in “Foreign exchange gain - net” account in the consolidated statements of comprehensive 
income.  
 
Other financial liabilities are classified as current liabilities when they are expected to be 
settled within twelve 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.  
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This accounting policy applies primarily to the Group‟s “Trade and other payables”, “Short-
term loans payable” and other obligations 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 assets 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 
effective interest rate (i.e., the effective interest rate 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 consolidated 
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 consolidated 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;  
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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.  
 
When the Group has transferred its rights to receive cash flows from an asset or has entered 
into a pass-through arrangement, it evaluates if and to what extent it has retained the risk 
and rewards of ownership. When it has neither transferred nor retained substantially all of 
the risks and rewards of the asset, nor transferred control of the asset, the Group continues 
to recognize the transferred asset to the extent of the Group‟s continuing involvement. In that 
case, the Group also recognizes an associated liability. The transferred asset and the 
associated liability are measured on a basis that reflects the rights and obligations that the 
Group has retained.  
 
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. The difference in the respective carrying 
amounts is recognized in consolidated statement of comprehensive income.  
 
Offsetting Financial Instruments  
Financial assets and financial liabilities are offset and the net amount is reported in the 
consolidated 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. The Group assesses that it has 
a currently enforceable right of offset if the right is not contingent on a future event, and is 
legally enforceable in the normal course of business, event of default, and event of 
insolvency or bankruptcy of the Group and all of the counterparties.  
 
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, supplies, spare parts and finished goods to NRV is recognized 
as an expense in consolidated statement of comprehensive income in the year incurred.  
 
Containers (returnable bottles, pallets and shells) included under inventories, are stated at 
deposit value, which is the estimated salvage value of the containers at the end of the 
estimated trip life.  
 
Interest in a Joint Venture  
A joint venture is a type joint arrangement whereby the parties that have joint control of an 
arrangement, and have rights to the net assets of the joint venture. Joint control is the 
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contractually agreed sharing of control of an arrangement, which exists only when decisions 
about the relevant activities require unanimous consent of the parties sharing control.  
 
The considerations made in determining joint control are similar to those necessary to 
determine control over subsidiaries.  
 
Under the equity method, the interest is initially recognized at cost. The carrying amount is 
increased or decreased to recognize the Group‟s share of the profits and losses of the joint 
venture after the date of the acquisition.  
 
The consolidated statement of income reflects the Group‟s share of the results of operations 
of the joint venture. Any change in OCI of the joint venture is presented as part of the 
Group‟s OCI. In addition, when there has been a change recognized directly in equity of the 
joint venture, the Group recognizes its share of any changes, when applicable, in the 
consolidated statement of changes in equity. Unrealized gains and losses resulting from 
transactions between the Group and the joint venture are eliminated to the extent of the 
interest in the joint venture. The aggregate of the Group‟s share of profit or loss of a joint 
venture is shown on the face of the consolidated statement of comprehensive income 
outside operating profit and represents profit or loss after tax and non-controlling interests in 
the subsidiaries of the joint venture. If the Group‟s share of losses of a joint venture equals 
or exceeds its interest in the joint venture, the Group discontinues its share of further losses.  
 
The financial statements of the joint venture are prepared for the same reporting period as 
the Group. When necessary, adjustments are made to bring the accounting policies in line 
with those of the Group.  
 
After application of the equity method, the Group determines whether it is necessary to 
recognize an impairment loss on its interests in joint ventures. At each balance sheet date, 
the Group determines whether there is objective evidence that the interest in joint venture is 
impaired. If there is such evidence, the Group calculates the amount of impairment as the 
difference between the recoverable amount of the joint venture and its carrying value, then 
recognizes the loss as „Share in net earnings/losses of a joint venture‟ in the consolidated 
statement of comprehensive income.  
 
Upon loss of joint control over the joint venture, the Group measures and recognizes any 
retained investment at its fair value. Any difference between the carrying amount of the joint 
venture upon loss of joint control and the fair value of the retained investment and proceeds 
from disposal is recognized in profit or loss.  
 
Containers Deposit Liability  
Container deposit liability consists of cash deposit received by the Group associated with the 
returnable containers (i.e., beverage bottles) upon sale of product. The cash deposit is paid 
back to customers upon return of returnable containers.  
 
Deferred Pallets and Containers  
The Group purchases returnable containers (i.e. beverage bottles) that are being circulated 
in the normal course of trade. The containers are initially recorded at cost, net of an 
estimated value representing the salvage value of the containers at the end of estimated trip 
life (see accounting policy on Inventories). These containers are presented as “Deferred 
pallets and containers” in the consolidated statement of financial position, and are carried at 
cost, net of an estimated salvage value less accumulated amortization and any impairment 
in value. They are amortized over four years representing the trip life of the containers. 
Amortization of “Deferred pallets and containers” is included under “Cost of sales and 
services” account in the consolidated statement of comprehensive income.  
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Amortization of bottles and shells and pallets commences once they are available for use 
over the estimated useful life of four years (see Note 3 for the change in estimated useful life 
of deferred containers in 2014). An allowance is provided for excess, unusable and obsolete 
returnable bottles and cases based on the specific identification method.  
 
Property, Plant and Equipment  
Property, plant and equipment, except land, are carried at cost less accumulated 
depreciation, depletion and any impairment in value. Land is stated at cost less any 
impairment in value.  
 
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 

Building  15-20 
Machinery and equipment  10 
Vehicles  5 
Waste water facility  2-5 
Leasehold improvements  5 or lease term, whichever is 

shorter 
Laboratory equipment  2 
Tools  3 
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.  
 
Construction in progress, included in property, plant and equipment, is stated at cost. This 
includes cost of construction, equipment and other direct costs. Construction in progress is 
not depreciated until such time the relevant assets are completed and are available for use.  
 
Impairment of Nonfinancial Assets  
Property, plant and equipment and deferred pallets and containers are reviewed for 
impairment whenever events or changes in circumstances indicate that the carrying amount 
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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 consolidated 
statement of comprehensive income.  
 
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 consolidated 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 current assets” account in the consolidated 
statement of financial position and stated at their estimated net realizable value, will be used 
to offset against the Group‟s output VAT liabilities. Output VAT is the amount of VAT 
calculated and charged on the Group‟s own sale of goods and services to third parties.  
 
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 consolidated statement of 
comprehensive income, net of any reimbursement.  
 
Capital Stock and Additional Paid-in Capital  
Capital stock is measured at par value for all shares issued and outstanding. When the 
shares are sold at premium the difference between the proceeds and the par value is 
credited to “Additional paid-in capital”.  
 
Equity Reserve  
Equity reserve represents the effect of the application of the pooling-of-interests method as 
discussed under the Basis of Preparation.  
 
Retained Earnings  
Retained earnings represent all accumulated profits or losses of the Group and dividend 
distributions, if any, to shareholders of the Parent Company and other capital adjustments. 
Dividends for the year that are approved after the financial reporting date are dealt with as 
an event after the financial reporting date.  
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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 consolidated statement of comprehensive income 
on a straight-line basis over the lease term.  
 
Provisions  
Provisions are generally recognized when the Group has a present obligation (legal or 
constructive) as a result of a past event, it is probable that an outflow of resources 
embodying economic benefits will be required to settle the obligation and a reliable estimate 
can be made of the amount of the obligation. If the effect of the time value of money is 
material, provisions are determined by discounting the expected future cash flows at a pre-
tax rate that reflects current market assessment 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 an interest expense.  
 
Where the Group expects a provision to be reimbursed, the reimbursement is recognized as 
a separate asset but only when the receipt of the reimbursement is virtually certain. The 
expense relating to any provision is presented in the consolidated statement of 
comprehensive income, net of any reimbursement.  
 
Retirement Benefits 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  
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• 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 consolidated 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 reporting date. Foreign exchange differences between rate 
at transaction date and rate at settlement date or reporting date are recognized in the 
consolidated 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 balance sheet 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.  
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Income tax relating to items recognized directly in equity is recognized in equity and as other 
comprehensive income in the consolidated statement of comprehensive income and not as 
part of net income.  
 
Contingencies  
Contingent liabilities are not recognized in the consolidated financial statements. These are 
disclosed in the notes to consolidated financial statements unless the possibility of an 
outflow of resources embodying economic benefits is remote. Contingent assets are not 
recognized in the consolidated financial statements but disclosed in the notes to 
consolidated financial statements when an inflow of economic benefits is probable.  
 
Events After the Reporting Date  
Post year-end events that provide additional information about the Group‟s financial position 
at the end of the reporting period (adjusting events) are reflected in the consolidated 
financial statements. Post year-end events that are not adjusting events are disclosed in the 
notes to consolidated financial statements when material. 
 
Earnings Per Share (“EPS”)  
Basic EPS is calculated by dividing income applicable to common shares by the weighted 
average number of common shares outstanding during the year with retroactive adjustments 
for stock dividends. Diluted EPS is computed in the same manner as basic EPS, however, 
net income attributable to common shares and the weighted average number of shares 
outstanding are adjusted for the effects of all dilutive potential common shares.  
 
Segment Reporting  
A segment is a distinguishable component of the Group that is engaged either in providing 
products or services within a particular economic environment subject to risks and rewards 
that are different from those of other segments, which operating results are regularly 
reviewed by the chief operating decision maker to make decisions about how resources are 
to be allocated to each of the segments and to assess their performances, and for which 
discrete financial information is available.  
 
_________________________________________________________________________ 
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. 
 
Identifying a Business Combination  
The Group determines whether a transaction or an event is a purchase of a business or 
purchase of an asset by applying PFRS 3 which provides the definition of a business.  
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The Group has determined that the assets acquired and liabilities assumed from the asset 
purchase transaction entered into on January 31, 2014 constitute a business (see Note 1). 
The assets acquired are substantially all the operating assets of Asiawide and Mega Asia 
used in the manufacturing, bottling and distributing operations and the liabilities assumed are 
those incurred in the normal course of business.  
The Parent Company is a shell listed company with only cash and cash equivalents as the 
primary assets and therefore not comprising a business upon acquisition on October 25, 
2013 (see Note 1). 
 
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 entered into various operating lease agreements as a lessee. The Group has 
determined that, based on an evaluation of the terms and conditions of the arrangements, 
that the lessor retains all significant risks and rewards of ownership of these properties 
because the lease agreements do not transfer to the Group the ownership over the assets at 
the end of the lease term and do not provide the Group with a bargain purchase option over 
the leased assets and so accounts for the contracts 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 September 30, 2016 and December 31, 2015, trade and other receivables, net of 

allowance for probable losses, amounted to ₱441.7 million and ₱370.4 million, respectively. 

Allowance for probable losses on receivables amounted to ₱1.2 million as of  
September 30, 2016.  
 
Estimating Impairment Losses on Inventories  
The Group maintains allowance for inventory losses at a level considered adequate to reflect 
the cost of materials and supplies over its NRV. The Group recognizes materials and 
supplies at NRV whenever NRV becomes lower than cost due to damage, physical 
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deterioration, obsolescence, changes in price levels or other causes. Increase in the NRV of 
materials and supplies will increase cost of materials and supplies but only to the extent of 
their original acquisition costs. 
 
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 ₱197.7 million and ₱195.0 million 
as at September 30, 2016 and 2015, respectively. The carrying amounts of property, plant 

and equipment amounted to ₱1.3 billion and ₱1.2 billion as of September 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 ₱598.0 million and ₱492.4 million 
as at September 30, 2016 and 2015, respectively. The carrying amounts of deferred 

containers as of September 30, 2016 and December 31, 2015 amounted to ₱1.9billion and 

₱2.0 billion, respectively. 
 
Estimating Salvage Value of Deferred Pallets and Containers  
In determining the estimated salvage value of deferred pallets and containers, management 
takes into account the most reliable evidence available at the times the estimates are made. 
The salvage value is equal to the amount the Group would receive currently if the assets 
were already of the age and in the condition expected at the end of estimated trip life.  
 
The deposit values of deferred pallets and containers 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. 
 
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. 
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Estimating Realizability of Deferred Income Tax Assets  

The Group reviews the carrying amounts of deferred income tax assets at each reporting 
date and reduces the amounts to the extent that it is no longer probable that sufficient 
taxable profit will be available in the future to allow all or part of the deferred income tax 
assets to be utilized. The Group‟s assessment on the recognition of deferred income tax 
assets on deductible temporary differences is based on forecasted taxable income. This 
forecast is based on the Group‟s past results and future expectations on revenues and 
expenses. 
 
_________________________________________________________________________ 
4. Seasonality of Operations 

 
Similar to other beverage companies, 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. 
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__________________________________________________________________________________________________________________ 
5. Related Party Transactions 
 
Parties are considered to be related if (a) one party has the ability, directly or indirectly, to control the other party or exercise significant 
influence over the other party in making financial and operational decisions; and/or (b) they are subject to common control and common 
significant influence. Related parties may be individuals or corporate entities. Transactions with related parties are based on terms agreed to by 
the parties.  
 

Related party transactions are shown under the appropriate accounts in the condensed interim financial information as of and for the period 
ended September 30, 2016. 
 

Category Revenue Interest income
Cost of sales and 

services

Cash and cash 

equivalents

Trade and other 

receivables

Trade and other 

payables

Due from related 

parties

Due to related 

parties
Terms Conditions

Entities under common control:

Asiaw ide (Note 5a)                             -                             -              12,600,000                           -                             -                             -                             -              24,299,338 Non-interest bearing No impairment; Unsecured

Mega Asia (Note 5b)                             -                             -            228,323,192                           -                             -                             -                             -            102,774,103 Non-interest bearing No impairment; Unsecured

Bev-pack, Inc.                                                       

(Bev-pack; Note 5c)
                            -                             -            192,912,029                           -                             -              48,162,609                           -                             -   Non-interest bearing Unsecured

Zest-O (Note 5d)                             -                             -            177,033,554                           -            175,532,352                           -              93,535,015            91,342,091 Non-interest bearing No impairment; Unsecured

Solmac Marketing Inc.                                      

(Solmac; Note 5e)
                            -                             -                8,327,844                           -                             -                             -                             -                             -   Non-interest bearing Unsecured

SMI Development Corporation                             

(SMI; Note 5f)
                            -                             -                4,995,289                           -                             -                             -                             -                1,103,250 Non-interest bearing Unsecured

AKPI (Note 5g)                3,239,914                           -              16,123,461                           -                             -                             -              15,172,026            21,342,304 Non-interest bearing No impairment; Unsecured

Philippine Business Bank (PBB; 

Note 5h)
                            -                4,246,458                           -            458,297,955                           -                             -                             -                             -   

            3,239,914           4,246,458       640,315,369       458,297,955       175,532,352         48,162,609       108,707,042       240,861,085  
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a. On January 31, 2014, ARC Refreshments executed an Asset Purchase Agreement 

(APA) with Asiawide and Mega Asia (Note 5b) where total consideration amounted to 

₱1.0 billion and ₱0.57 billion, respectively. Payments were made last July 13, 2014.  

 

Following the APA, ARC Refreshments entered into a lease agreement with Asiawide for 

the use of its land and building situated in Sitio Puting Bato, Antipolo Rizal. The amount 

of rental expense is ₱1.4 million per month. Rental due to Asiawide as of  

September 30, 2016 is at ₱24.3 million.  

 

b. Likewise, ARC Refreshments entered into a lease agreement with Mega Asia for the 

use of its land and building situated in Pampanga, Pangasinan, Isabela, Davao and 

Misamis Oriental. Monthly rental expense is ₱15.4 million. Mega Asia also provides 

professional services in all plants except Antipolo. Under the agreement, ARC 

Refreshments shall pay a fixed monthly service fee of ₱14.0 million starting  

February 1, 2014. Effective January 1, 2015, fixed monthly service fee was reduced to 

₱10.0 million per month. As of September 30, 2016, due to Mega Asia amounted to 

₱102.8 million including tolling fees incurred by ARC Refreshments prior to the APA.  

 

c. Bev-pack is a supplier of caps for ARC Refreshments‟ production of 800 ml bottled 

softdrinks. Total purchases made as at September 30, 2016 amounted to  

₱192.9 million and outstanding payable as of the same date is at ₱48.2 million. 

Purchases are covered with approved Purchase Order form based on the projected 

requirements of production.  

 

d. On February 1, 2014, ARC Refreshments entered into various lease agreements with 

Zest-O for the use of its land and building facilities, and machinery and equipment in 

Kaybiga, Novaliches and Canlubang, Laguna. The contract for the land and building 

is for a period of three years, renewable after every three years, while the contract for 

the machinery and equipment ranges from two to four years depending on the type of 

machinery and equipment. Monthly rental expense for the land and building and 

machinery and equipment amounted to ₱4.7 million and ₱3.1 million, respectively.  

 

On February 1, 2014, ARC Refreshments also purchased various machinery and 

equipment from Zest-O. The total amount of consideration is ₱53.3 million. Total 

outstanding payable as of September 30, 2016 amounted to ₱91.3 million including 

tolling fees incurred by ARC Refreshments prior to the APA. 

 

Zest-O is a distributor of ARC Refreshments‟ one-way products polyethylene 

terephthalate bottles (PET) and cans in supermarkets and convenience stores. Zest-O 

enjoys a maximum discount of 17% Gross Wholesale Price. Total outstanding 

receivables as of September 30, 2016 amounted to ₱175.5 million. ARC Refreshments 

also bills Zest-O for raw materials consumed and for its share utilities. Due from Zest-O 

as of September 30, 2016 amounted to ₱93.5 million.  

 

Zest-O has tolling arrangements with the Group as a Contract Packer and Filler for 

carbonated beverages in PET bottles. Total tolling expense for the interim period ended 

September 30, 2016 amounted to ₱28.1 million.  
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Zest-O billed the Group for its share in administrative expenses amounting to  

₱78.7 million for the interim period ended September 30, 2016.  

 

e. Solmac is the owner of the building where the corporate office of the Group is 

located. The Group occupies 12 units with an average rental of ₱260.25 per sq. 

meter. Total rental amounted to ₱3.7 million as at September 30, 2016.  

 

Solmac is also the supplier of labels and cartons used in one-way products as well as 

some marketing materials. Total purchases amounted to ₱4.6 million as at 

September 30, 2016. 

 

f. On February 1, 2014, ARC Refreshments entered into a lease agreement with SMI 

for the use of its 16,398 sq. meter land in Antipolo. Monthly rental expense is  

₱0.6 million. As of September 30, 2016, ₱1.1 million due to SMI remains outstanding. 

 

g. In 2013, Mega Asia contracted to be the toll manufacturer of AKPI for its carbonated 

beverages. Following the execution of the APA with Mega Asia, ARC Refreshments 

took over as the toll manufacturer of AKPI‟s ready-to-drink energy drink. Under the 

terms of the agreement, AKPI shall pay a variable fee per case of finished goods 

produced and delivered. Total tolling revenue earnedfor the interim period ended 

September 30, 2016 amounted to ₱3.2 million while outstanding receivable from AKPI 

representing tolling fees and advances of raw materials used in production amounted to 

₱15.2 million. 

 

ARC Refreshments also serves as the local distributor of the product where for each unit 

sold, ARC Refreshments is liable to AKPI for a specified transfer cost. Total transfer 

cost of units sold for the interim period ended September 30, 2016 amounted to₱16.1 

million while due to AKPI related to the units distributed to customers amounted to 

₱21.3million.  

 

h. The Group has cash and cash equivalents with PBB which earned interest income of 

₱4.2 million as at September 30, 2016.   
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6. 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. 
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The tables below show the credit quality by class of financial assets. 
 

High Grade Standard Grade  Impaired  Total 

Cash and cash 

equivalents*
1,336,509,069    -  -  -   1,336,509,069 

Trade and other 

receivables
- 436,158,098    5,577,604    1,233,310            442,969,012 

Total credit risk 

exposure
1,336,509,069   436,158,098    5,577,604    1,233,310      1,779,478,081  

*Excluding cash on hand

High Grade Standard Grade  Impaired  Total 

Cash and cash 

equivalents*
934,077,766        -  -  -       934,077,766 

Trade and other 

receivables
- 370,397,142    - 1,233,310            371,630,452 

Total credit risk 

exposure
934,077,766       370,397,142    - 1,233,310      1,305,708,218  

*Excluding cash on hand

September 30, 2016

 Neither Past Due Nor Impaired  Past Due but 

not Impaired

December 31, 2015

 Neither Past Due Nor Impaired  
Past Due but 

not Impaired

 

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 
September 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 September 30, 
2016 and December 31, 2015. 
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 Neither past 

due nor 

impaired 

 1-30 Days  31-60 Days 
 More than 60 

days 
 Impaired  Total 

Cash and cash 

equivalents
1,395,324,978   1,395,324,978 

Trade and other 

receivables
144,167,230       36,496,216      7,954,817    253,117,439 1,233,310          442,969,012     

1,539,492,207   36,496,216      7,954,817    253,117,439 1,233,310          1,838,293,990 

 Neither past 

due nor 

impaired 

 1-30 Days  31-60 Days 
 More than 60 

days 
 Impaired  Total 

Cash and cash 

equivalents
1,053,174,904   1,053,174,904 

Trade and other 

receivables
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 

September 30, 2016

December 31, 2015

 
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: 

September 30, 2016
 Due and 

Demandable 

 Within 6 

Months 

 6 to 12 

Months 
 Over 1 Year  Total 

Trade and other payables 2,158,016,278       100,641,891 -                  -                  2,258,658,169       

Short-term loans payable -                           71,575,941   -                  -                  71,575,941             

2,158,016,278       172,217,832 -                  -                  2,330,234,110       

*Excluding statutory payables

December 31, 2015
 Due and 

Demandable 

 Within 6 

Months 

 6 to 12 

Months 
 Over 1 Year  Total 

Trade and other payables 2,533,174,470       -                  -                  -                  2,533,174,470       

Short-term loans payable -                           497,439,728 -                  -                  497,439,728           

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. 
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The balances of the Group‟s financial assets and liabilities denominated in foreign currency 
translated in Philippine peso, as of September 30, 2016 and December 31, 2015, are as 
follows: 
 

Original 

Currency in $
Translated in ₱

Original 

Currency in €
Translated in ₱

Financial asset:

Cash and cash equivalents 1,647,055$         79,602,185Php        582€             31,644Php           

Financial liabilities:

Trade and other payables (2,066,569)$        (99,877,261)             -                   -                         

Net exposure (419,513)$          (20,275,076)Php       582€             31,644Php          

Original Currency 

in $
Translated in ₱

Original 

Currency in €
Translated in ₱

Financial asset:

Cash and cash equivalents 307,926$           14,490,998Php        74,502€         3,854,815Php      

Financial liabilities:

Trade and other payables (1,699,988)$        (80,001,417)             -                   -                         

Net exposure (1,392,062)$        (65,510,419)Php       74,502€         3,854,815Php      

December 31, 2015

 
 

As of September 30, 2016 and December 31, 2015, the exchange rate of the Philippine peso 
to USD is ₱48.33 and ₱47.06, respectively, while the exchange rate for EUR as of September 30, 
2016 and December 31, 2015 is ₱54.37 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. 
 

$ strengthens by 

5%

$ weakens by 

5%

€ strengthens by 

5%
€  weakens by 5%

Increase (decrease) in 

income before income 

tax and equity

September 30, 2016 (1,013,754)           1,013,754        1,582                    (1,582)                  

December 31, 2015 (3,275,521)           3,275,521        192,741                (192,741)              

Change in exchange rate Change in exchange rate 

 
 

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 
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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: 
 

September 30, 2016 December 31, 2015

Capital Stock 1,068,393,223₱           ₱         1,068,393,223

Additional Paid In Capital 1,153,568,288            1,153,568,289            

Retained Earnings 2,918,916,886            1,849,645,739            

5,140,878,397₱           ₱         4,071,607,251  
 
 
 
 
 
 
 
 
 
 



26 
 

Item 2.Management’s Discussion and Analysis of Financial Condition and Results of 
Operations.  
 

The Group‟s consolidated revenues amounted to ₱2.6 billion for the third quarter of 2016 
and ₱8.7 billion for the three quarters ended September 30, 2016 experiencing a decline of 
2.1% for the quarter but a growth of 2.7% as at year-to-date.  The flavored carbonated soft 
drinks continued to contribute higher revenues while the cola segment declined due to 
aggressive competition. 
 
Cost of sales which consists mainly of Raw and Packaging Materials, Direct Labor and 
Factory Overhead remains flat for the quarter but increased by 3.5% for the nine-month 
period following the movement of sales. In addition, the Group was significantly affected by 
commodity pressure particularly the sharp increase of sugar prices. Furthermore, the 
following movements were observed: (1) concentrate costs increased due to weakening of 
peso as against dollar; (2) higher tolling fee on account of growing non-returnable packages; 
(3) higher amortization because of continuous infusion of new bottles; and (4) 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 carbon dioxide . 
 
As a result, the Group achieved a gross profit of ₱0.9 billion for the quarter and ₱3.1 billion 
for the nine-month period, a decrease of 6.0% for the third quarter but an increase of 1.2% 
for the full three quarters.  Gross profit rate is still at 35% level year-on-year but dropped 
slightly to 33.4% for the quarter. 
 

Selling, marketing and distribution expenses increased by ₱13.0 million for the quarter and 

₱71.0 million as at year-to-date equivalent to 5.1% and 9.2% increase, respectively. These 
were mainly attributable to higher advertising to strengthen our market position; personnel 
related expenses due to wage order, merit increase and higher manning due to 
warehousing; increased distribution costs due to hauling; and depreciation due to additional 
vehicles. On the other hand, the Group continue to benefit from the significant decrease of 
diesel costs. 
 

General and administrative expenses increased by ₱4.8 million or 5.7% for the quarter due 
to government imposed wage order implemented during the middle of the year. However, 

total expenses for the nine-month period decreased by ₱8.7 million or 3.5% versus 2015 
primarily due to lower contracted services and professional fees this year relative to special 
financial audit engagements and lower taxes, licenses and registration costs.  
 
Total operating expenses expressed as a percentage to revenue was slightly higher this 
year versus same periods last year but still considered manageable at 13.8% for the quarter 
and 12.5%as at year-to-date. 
 

Other income decreased by ₱6.2 million for the first three quarters of the calendar year 

which is lower by 15.3% compared last year primarily due to lower miscellaneous income. 

Provision for income tax as at year-to-date decreased by ₱28.7 million or 4.6% versus last 
year primarily due to lower income. 
 
The Group‟s net income is flat for the nine-month period ended September 30, 2016.  
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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 9.2%, from ₱7.4 billion in December 2015 to ₱8.1 
billion as of September 2016 mainly due to increased cash and cash equivalents, 
receivables, inventories and property plant & equipment. 
 

Cash and cash equivalents increased from ₱1.1 billion to ₱1.4 billion or 33% due to cash 
generated from operations.  
 

Trade and other receivables increased by ₱71.0 million brought about by higher sales 
transaction that supported the sales growth. 
 

Inventories are up by ₱221.8 million or 12% versus 2015 mainly due to higher purchases of 
containers and pallets, spare parts and higher finished goods inventory level to support 
volume growth plan. 
 

Other current assets increased by ₱18.1 million mainly due to creditable withholding taxes 
pertaining to income of the parent company from related parties.  
 

Property, plant and equipment increased by ₱113.2 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 decreased from ₱724.9 million to ₱687.1 million due to the 
decrease in deposits with suppliers.  
 

Total liabilities decreased from ₱3.4 billion in December 2015 to ₱2.8 billion  
as of September 2016 mainly due to settlement of short-term loans payable.  
 

Trade and other payables decreased by ₱275.3 million due to the settlement of payables but 
were partially offset by higher containers deposit liability.  
 

Short-term loans payable decreased by ₱425.9 million due to settlement of ₱450.0 million 
partially offset by additional borrowings for bottles importation. 
 

Retirement liability increased by ₱20.2 million representing accruals for the first three 
quarters of 2016. 
 
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 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; 
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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; and 
 
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. 
 

September 30, 

2016

December 31, 

2015

Current ratio 1.58:1  1.04:1

Solvency ratio 0.81:1 0.81:1

Bank debt-to-equity ratio 0.01:1 0.12:1

Asset-to-equity ratio 1.52:1 1.83:1

2016 2015

Gross sales P 8.72 Billion P 8.49 Billion

Gross profit margin 35.14% 35.67%

Operating margin 22.67% 23.60%

Net profit margin 16.31% 16.80%

Current assets over current liabilities

Net income plus depreciation and amortization 

over total liabilities

Bank debt over total equity

Total assets over equity

For the nine months ended 

Sep 30

Gross profit over net sales

Operating income over net sales

Net profit over net sales

 
Current ratio increased mainly due to the increase in cash and cash equivalents and 
inventories accompanied with decrease in current liabilities due to settlement of payables 
and short-term loans which also resulted to the decline in the bank debt-to-equity ratio. 
Solvency ratio remained stable over 2016 while asset-to-equity ratio decreased due to the 
relatively higher increase in equity as compared to the resulting increase in total assets. The 
decrease in the margin ratios are attributable to the increases in costs and operating 
expenses thereby offsetting the increase in gross sales. 


